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ITEM 4. CHANGES IN REGISTRANT'S CERTIFYING ACCOUNTANT

         This Form 8-K/A amends the Current Report on Form 8-K of Patron
Systems, Inc. (the "Registrant") dated January 19, 2004 regarding the
resignation of Grant Thornton LLP ("Grant Thornton") as the Registrant's
independent public accountants. The purpose of this amendment is to address the
reporting requirements under Item 304 of Regulation S-B.

         (a) On January 21, 2004, Patron Systems, Inc. (the "Registrant"),
received notification from Grant Thornton of its decision to resign as the
Registrant's independent public accountants, effective immediately.

         (b) Grant Thornton's reports on the Company's consolidated financial
statements as of September 30, 2002 and for the period from inception (April 30,
2002) through September 30, 2002 and as of December 31, 2002 and for the period
from inception (April 30, 2002) through December 31, 2002 did not contain an
adverse opinion or disclaimer of opinion and were not qualified as to
uncertainty, audit scope, or accounting principles except such reports did
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contain an explanatory paragraph related to the Company's ability to continue as
a going concern. During the Registrant's fiscal period ended December 31, 2002
and through the date of Grant Thornton's resignation, there were no
disagreements with Grant Thornton on any matter of accounting principles or
practices, financial statement disclosure, or auditing scope or procedure, which
disagreement, if not resolved to the satisfaction of Grant Thornton, would have
caused it to make reference to the subject matter of the disagreement in
connection with its reports. During the Registrant's interim period ending
September 30, 2002, the fiscal period ended December 31, 2002 and the subsequent
interim periods preceding such resignation, there were no "reportable events"
(as that term is defined in Items 304(a)(l)(v) of Regulation S-B) except as
follows:

         During the course of reviewing the Company's quarterly unaudited
financial statements on Form 10-QSB in 2003, the Company has on numerous
occasions in 2003 been provided with confirmation letters from an investor,
InterCap Group LLC, committing to $50 million in financing. In reliance on these
documents and other discussions with the investor about such financing,
management has continually believed it has met the conditions precedent to
funding and that the funding would be imminent, having most recently disclosed
in its Form 10-QSB for the quarter ending September 30, 2003 that the funding
would take place no later than January 5, 2004. In its letter of resignation,
Grant Thornton concluded based on background information related to the investor
it had independently obtained and later had been brought to its attention by
management through subsequent discussions, that this background information had
not been brought to Grant Thornton's attention on a timely basis. In its
resignation letter, Grant Thornton indicated that it believed a representation
made by the Company that Hogan & Hartson LLP ("Hogan") had agreed to be
re-engaged as the Company's legal counsel upon payment of outstanding fees was
not factual based upon its on inquires made to Hogan. In addition, Grant
Thornton also indicated that the Company had not been forthcoming with contact
information requested from the Company for an official reference regarding the
background of the investor. These factors, coupled with newly found information
concerning the investor's background, and the fact that the funding had never
occurred as promised by the investor, led Grant Thornton to conclude that it
could no longer rely on Patron's representations and, as a result, Grant
Thornton is unwilling to be associated with the financial statements prepared by
Patron, and accordingly, advised us that Grant Thornton was withdrawing its
audit reports and those audit reports could no longer be relied upon.

         Based on the Company's subsequent discussion with a representative of
Hogan, the Company believes its statements made to Grant Thornton regarding its
relationship with Hogan to be true. There was either a miscommunication or
misunderstanding between Grant Thornton and Hogan. In addition, at the time of
Grant Thornton's resignation, the Company was unaware that Grant Thornton had
not been provided with the official reference information for the investor it
had requested.

         Lastly, Patron's disclosure of the InterCap funding has been based on
written and verbal communication from InterCap and verified by knowledgeable
third parties. Patron believes the statements made in previous filings and press
releases to accurately and completely describe InterCap's commitments at the
time of each disclosure.

          (c) Neither the Company's Board of Directors nor the Audit Committee
recommended or approved the resignation of Grant Thornton. The Company is
engaged in the process of selecting

a new independent accounting firm to audit the Company's financial statements.
The Company has authorized Grant Thornton to respond fully to any inquiries made
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by any successor accountants.

         (d) The Registrant has furnished Grant Thornton with a draft of the
disclosure contained herein and requested that Grant Thornton furnish to the
Registrant a letter addressed to the Securities and Exchange Commission stating
whether it agrees with such disclosure. Once available, Patron will include a
copy of Grant Thornton's letter to the SEC in a subsequent Current Report filed
on Form 8-K.

ITEM 5. OTHER EVENTS

         On February 6, 2004 the Registrant completed discussions with InterCap
Group, LLC (the "Investor") to modify the terms of its proposed equity and debt
financing as reported in Patron's 10-QSB for the quarter ended September 30,
2003. The investor has agreed to three placements of Patron common stock,
consisting of: (i) $5 million of common stock at a price of $0.50 per share or
10 million shares, (ii) $5 million of common stock at a price of $1.00 per share
or 5 million shares and (iii) $5 million of common stock at a price of $1.50 or
approximately 3,333,333 shares. As before, these shares do not have any special
registration rights and funding is not dependent on the closing of any specific
transaction. In addition, the Company granted to the investors an option until
December 31, 2004 to invest an additional $15 million by purchasing up to an
additional 10 million shares of common stock at a price of $1.50 per share. The
option period can be extended by mutual agreement. The net proceeds from the
private placements, after deducting transactional costs, are expected to be
approximately $14 million (not assuming the optional shares). InterCap has
agreed to lock up all shares for a period of three years. Notwithstanding
receipt of this most recent funding commitment, the Company cannot assure that
this funding will be completed. The Registrant intends to use the net proceeds
for acquisitions and general corporate purposes.

         Patron, despite delays in funding, is actively pursuing additional
funding alternatives, continues active ongoing acquisition negotiations,
reconstitution of its management team, and, the identification of new
independent board members. Three acquisition candidates, all providers of
Internet security products and services, are awaiting disposition of the funding
to finalize the terms of proposed transactions. Furthermore, Patron has received
favorable indications from several individuals to join Patron as part of the
executive management team and board. Mr. Maris Licis has been appointed Director
of Investor Relations for the Company. Once elected, the Board of Directors will
work to complete a significant reduction in the number of founders' shares and
management options. Patron will issue press releases on a timely basis to inform
shareholders of these events.

                                      *****

SIGNATURES

         Pursuant to the requirements of the Securities Exchange Act of 1934, as
amended, the registrant has duly caused this report to be signed on its behalf
by the undersigned hereunto duly authorized.

                                    PATRON SYSTEMS, INC.

                                    By: /s/ Robert E. Yaw
                                        -----------------------------
                                          Robert E. Yaw
                                          Chairman of the Board
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n other regions of Asia and in Europe. We offer a broad range of more than 40 products across our three primary
business segments: patient monitoring devices, diagnostic laboratory instruments and ultrasound imaging systems.
According to Frost & Sullivan, we had the leading market share in China by units sold, and the second leading market
share by revenue, for the sale of patient monitoring devices in 2003, and we believe that we continue to be a market
leader in China today. In addition, we believe we hold a leading market share position in China in diagnostic
laboratory instruments and grayscale ultrasound imaging systems. Due to our leading market position, we believe we
have one of the most recognized brands in the medical device industry in China.

      We sell our products primarily to distributors, and the balance directly to hospitals, clinics, government agencies,
original design manufacturers, or ODMs, and original equipment manufacturers, or OEMs. With over 1,800
distributors and 650 direct sales and sales support personnel, 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 sell
our products internationally through more than 800 distributors and 90 sales personnel. This established and
expanding international sales and distribution network provides us with a platform from which to build and expand
our market position globally. To date, we have sold our products to approximately 27,000 hospitals, clinics and other
healthcare facilities in China and sold over 200,000 devices worldwide.
      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 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 China-based research and development and
manufacturing operations 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 made and will continue to make significant investments in
research and development. We increased our investment in research and development activities from 8.6% of net
revenues in 2003 to 9.8% of net revenues in 2005 and to 9.9% of net revenues in the nine months ended
September 30, 2006, establishing what we believe is the largest research and development team of any medical device
manufacturer in China, with more than 600 engineers on our staff. 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. 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 2003, we have introduced more than
30 new products.
      Our net revenues increased from RMB460.3 million in 2003 to RMB1,078.6 million (US$136.5 million) in 2005,
representing a compound annual growth rate of 53.1%. Our net revenues grew from RMB733.6 million in the nine
months ended September 30, 2005 to RMB1,037.6 million (US$131.3 million) in the same period in 2006, a 41.4%
increase. In the nine months ended September 30, 2006, our three primary business segments, patient monitoring
devices, diagnostic laboratory instruments and ultrasound imaging systems, accounted for 40.0%, 29.6% and 29.0% of
our net segment revenues, respectively. Over the past three years, we have significantly expanded our geographic
scope and increased the percentage of our
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revenues generated by international sales. Our products have been sold in more than 135 countries, and international
sales grew from 24.7% of our net revenues in 2003 to 41.9% of our net revenues in 2005 and to 46.6% of our net
revenues in the nine months ended September 30, 2006.

Our Industry
      According to Frost & Sullivan, China�s market for medical devices had an estimated value of US$7.5 billion in
2004, representing approximately 5% of the US$148 billion global medical device market. China�s medical device
market, as well as the medical device markets in several developing countries, is projected to grow faster than the
global medical device market. According to Frost & Sullivan, China�s medical device market is projected to grow from
US$7.5 billion in 2004 to US$10.1 billion in 2006. Reasons for this faster growth in China include:

� fast growing economy;

� increasing percentage of gross domestic product, or GDP, expected to be spent on healthcare;

� increasing desire for and utilization of more advanced technologies in Chinese hospitals and clinics;

� increasing availability of healthcare insurance;

� higher degree of operating autonomy at hospitals and clinics; and

� growing desire for better quality of care.
      Hospitals and clinics in China purchase almost all of their medical devices and supplies through distributors.
These distributors tend to operate in small territories in China, and many focus only on eastern coastal cities. As a
result, medical device manufacturers need to develop relationships with several distributors in different regions to be
able to reach a broad end-user base. We believe the ability to leverage local contacts and knowledge is vital in
establishing an effective distribution network, constituting a significant barrier to entry for both smaller local
companies and larger, international competitors that lack a meaningful local presence in China.

Our Products
      We believe that we are well positioned to benefit from the growing medical device markets in China and
internationally. Historically, the primary end-users of a majority of our products have been small- and medium-sized
hospitals in China, although a significant portion of our patient monitoring devices have also been sold to large-sized
hospitals in China. As these small-and medium-sized hospitals look to offer a higher level of care, we believe our
products, which are typically of higher quality than those of most domestic manufacturers, and of comparable quality
but lower cost than those of many of our international competitors, will be attractive alternatives. In addition, we
intend to continue broadening our customer base by developing and introducing new products for both the higher-end
and lower-end of our target markets.
      Our leading product in the nine months ended September 30, 2006 was our portable PM-9000 multi-parameter
patient monitoring device. We offer more than 15 patient monitoring devices, including five which have received
510(K) clearance from the United States Food and Drug Administration, or FDA. In our diagnostic laboratory
instruments business segment, we offer a range of more than ten hematology and biochemistry analyzers that perform
analysis on blood, urine and other bodily fluid samples for clinical diagnosis and treatment. We generate a recurring
revenue stream by offering single-use reagents, which are substances used to create chemical reactions that are
analyzed by our instruments. In our ultrasound imaging systems business segment, we offer more than ten ultrasound
imaging systems, including a color Doppler ultrasound imaging system that we introduced in September 2006 for use
in several clinical areas, such as urology, gynecology, obstetrics and cardiology.

2
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Our Strengths, Strategies and Risks
      We believe we have the following principal competitive strengths:

� strong brand and leading market position in China�s medical device market;

� extensive distribution, sales and service network for medical devices in China;

� established and expanding international distribution and sales network;

� proven research and development capabilities; and

� efficient vertically integrated operating model.
      Our objective is to strengthen our position as a leader in developing, manufacturing and marketing medical
devices in China and to become a leader in selected international markets. We intend to achieve our objective by
implementing the following strategies:

� increasing our market share in China�s medical device market;

� enhancing our market position and brand recognition in existing and new international markets;

� expanding the scope of our current product offerings and introducing new product lines; and

� maintaining our disciplined cost focus.
      We expect to face risks and uncertainties related to our ability to:

� develop and commercialize new products;

� establish and maintain our relationships with our distributors;

� attract and retain key management and research and development personnel;

� build our brand and expand our sales in international markets; and

� protect our intellectual property rights.
      See �Risk Factors� for a detailed discussion of these and other risks that we face.

Our Offices
      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 prospectus.

Recent Developments
 Initial Public Offering. 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 at an initial public offering price of US$13.50 per ADS.

 New Product Introductions. Since September 2006, we have introduced several new products, including:
� our first color Doppler ultrasound imaging system, the DC-6;

� our high-end Beneview line of patient monitoring devices;

� our first five-part hematology analyzer, the BC-5500; and

� our first anesthesia machine, the WATO EX-50.
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 Expansion of Research and Development and Manufacturing Capabilities. On December 27, 2006, we signed an
agreement with the Government of the Nanjing Jiangning Development Zone. The agreement provides for staged
investments to establish a new research and development and manufacturing facility in Nanjing. Our total investment,
including the cost of development, over three and one-half years is expected to be up to US$150 million, with a
targeted first year investment of no more than US$30 million. This facility, which we expect to be operational by
2009, will expand our presence in the Yangtze Delta region surrounding Shanghai in Eastern China and strengthen our
ability to attract and retain research and development talent in the region. In particular, the research and development
activities at the facility will focus on developing products complementary to our existing product portfolio. In
addition, we recently opened a small research and development office in Seattle, Washington, to focus on more
advanced medical device technologies.

Selected Estimated Results for the Year Ended December 31, 2006
      The following is an estimate of selected preliminary unaudited financial results for the year ended December 31,
2006. Neither the review of our financial statements for the quarter ended December 31, 2006 nor the audit as of and
for the year ended December 31, 2006 has been completed, and therefore these results are subject to adjustment. We
expect:

� net revenues in 2006 to be in the range of RMB1,470 million to RMB1,500 million, compared to net revenues of
RMB1,079 million in 2005;

� net income in 2006 to be in the range of RMB360 million to RMB375 million, compared to net income of
RMB205 million in 2005;

� basic earnings per ordinary share in 2006 to be in the range of RMB4.13 to RMB4.31, compared to basic
earnings per ordinary share of RMB2.31 in 2005; and

� diluted earnings per ordinary share in 2006 to be in the range of RMB3.73 to RMB3.89, compared to diluted
earnings per ordinary share of RMB2.31 in 2005.

      Given the preliminary nature of our estimates, our actual net revenues and earnings per ordinary share may be
materially different from our current expectations. Our net revenues in 2006 are subject to adjustment based upon,
among other things, reconciliation of PRC GAAP net revenues to US GAAP net revenues. Our net income and
earnings per share in 2006 are subject to adjustment based upon, among other things, the finalization of our year-end
closing, reporting and audit processes, particularly as related to accrued expenses and income taxes. For additional
information regarding the various risks and uncertainties inherent in such estimates, see �Forward-Looking Statements�.

Conventions That Apply to This Prospectus
      Unless we indicate otherwise, all information in this prospectus assumes:

� no exercise by the underwriters of their option to purchase up to 1,474,083 additional ADSs from the selling
shareholders representing 1,474,083 Class A ordinary shares; and

� none of our outstanding options as of September 30, 2006 have been exercised.
      Except where the context otherwise requires and for purposes of this prospectus only:

� �we,� �us,� �our company,� �our,� �Mindray International� and �Mindray� refer to Mindray Medical International Limited,
and its consolidated subsidiaries, including Shenzhen Mindray Bio-Medical Electronics Co., Ltd., or Shenzhen
Mindray, and Shenzhen Mindray�s predecessor entities;

� �China� or �PRC� refers to the People�s Republic of China, excluding, for purposes of this prospectus only, Taiwan
and the Special Administrative Regions of Hong Kong and Macau;
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� All references to �Renminbi� or �RMB� are to the legal currency of China, all references to �US dollars�, �dollars�, �$� or
�US$� are to the legal currency of the United States, and all references to �HK$� 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

� �US GAAP� refers to generally accepted accounting principles in the United States.
      This prospectus contains translations of Renminbi amounts into US dollars at specified rates solely for the
convenience of the reader. Unless otherwise noted, all translations from Renminbi to US dollars as of and for the year
ended December 31, 2005 and nine months ended September 30, 2006 were made at the noon buying rate in The City
of New York for cable transfers in Renminbi per US dollar as certified for customs purposes by the Federal Reserve
Bank of New York, or the noon buying rate, as of September 29, 2006, which was RMB7.9040 to US$1.00. We make
no representation that the Renminbi or US dollar amounts referred to in this prospectus could have been or could be
converted into US dollars or Renminbi, as the case may be, at any particular rate or at all. On January 19, 2007, the
noon buying rate was RMB7.7752 to US$1.00.
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THE OFFERING
      The following assumes that the underwriters will not exercise their option to purchase additional ADSs in the
offering, unless otherwise indicated.
ADSs offered by the selling
shareholders

9,827,220 ADSs

Price per ADS US$24.50 per ADS

ADSs outstanding immediately
after this offering

32,827,220 ADSs

Class A ordinary shares
outstanding immediately after
this offering

61,339,364 shares, excluding 15,000,000 Class A ordinary shares originally
reserved for issuance under our employee share incentive plan, of which 11,866,550
are issuable upon the exercise of outstanding options and an additional 3,133,450
are available for issuance.

Class B ordinary shares
outstanding immediately after
this offering

44,388,313 shares

Total ordinary shares
outstanding immediately after
this offering

105,727,677 shares

The ADSs Each ADS represents one Class A ordinary share, par value HK$0.001 per share.
The ADSs to be delivered upon completion of this offering will be evidenced by a
global ADR.

� The depositary will be the holder of the Class A ordinary shares underlying your
ADSs and you will have rights as provided in the deposit agreement.

� If we declare dividends on our ordinary shares, the depositary will pay you the cash
dividends and other distributions it receives on our Class A ordinary shares, after
deducting its fees and expenses.

� You may turn in your ADSs to the depositary in exchange for Class A ordinary
shares underlying your ADSs. The depositary will charge you fees for exchanges.

� We may amend or terminate the deposit agreement without your consent, and if
you continue to hold your ADSs, you agree to be bound by the deposit agreement as
amended.

You should carefully read the section in this prospectus entitled �Description of
American Depositary Shares� to better understand the terms of the ADSs. You
should also read the deposit agreement, which is an exhibit to the registration
statement that includes this prospectus.

New York Stock Exchange
trading symbol

�MR�
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Ordinary Shares Holders of Class A ordinary shares and Class B ordinary shares have the same
rights except for voting and conversion rights. Each Class A ordinary share is
entitled to one vote on all matters subject to shareholder vote, and each Class B
ordinary share is
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entitled to five votes on all matters subject to shareholder vote. Each Class B
ordinary share is convertible into one Class A ordinary share at any time by the
holder thereof. Class A ordinary shares are not convertible into Class B ordinary
shares under any circumstances. Class B ordinary shares will automatically and
immediately convert into an equal number of Class A ordinary shares upon any
transfer to any person or entity which is not an affiliate of the transferor.

In addition, if the number of Class B ordinary shares issued and outstanding is less
than 20% of the total number of our issued and outstanding ordinary shares, each
issued and outstanding Class B ordinary share will automatically convert into one
Class A ordinary share, and we will not issue any Class B ordinary shares
thereafter.

Depositary The Bank of New York

Option to purchase additional
ADSs

The selling shareholders have granted the underwriters an option, exercisable within
30 days from the date of this prospectus, to purchase up to an additional 1,474,083
ADSs.

Timing and settlement for ADSs The ADSs are expected to be delivered against payment on February 5, 2007. The
global ADR evidencing the ADSs will be revised and deposited with a custodian
for, and registered in the name of a nominee of, The Depository Trust Company, or
DTC, in New York, New York. In general, beneficial interests in the ADSs will be
shown on, and transfers of these beneficial interests will be effected only through,
records maintained by DTC and its direct and indirect participants.

Use of proceeds We will not receive any of the proceeds from the sale of the ADSs by the selling
shareholders.

Risk factors See �Risk Factors� and other information included in this prospectus for a discussion
of risks you should carefully consider before deciding to invest in our ADSs.

Lock-up We and the selling shareholders have agreed for a period of 90 days after the date of
this prospectus not to sell, transfer or otherwise dispose of any of our ordinary
shares or ADSs representing our Class A ordinary shares. See �Underwriting�.

Furthermore, in connection with our initial public offering in September 2006, each
of our directors and executive officers and substantially all of our shareholders at
that time entered into a similar lock-up agreement for a period of 180 days from the
date of our initial public offering prospectus. These parties collectively own
approximately 65% of our outstanding ordinary shares, without giving effect to this
offering. See �Shares Eligible for Future Sale�.
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION
      The following summary consolidated financial information for the periods and as of the dates indicated should be
read in conjunction with our financial statements and the accompanying notes and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� and our consolidated financial statements and related notes,
both of which are located elsewhere in this prospectus.
      The summary consolidated financial data presented below for the three years ended December 31, 2003, 2004 and
2005 are derived from our audited consolidated financial statements included elsewhere in this prospectus. Our
audited consolidated financial statements are prepared in accordance with US 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 prospectus.
      The summary consolidated financial data as of September 30, 2006 and for the nine months ended September 30,
2005 and 2006 have been derived from our unaudited consolidated financial statements included elsewhere in this
prospectus, which have been prepared on the same basis as our audited consolidated financial statements. In our
opinion, all adjustments necessary for a fair presentation of the financial data for these unaudited periods are contained
in the financial statements that are included elsewhere in this prospectus. Results for the nine months ended
September 30, 2006 are not necessarily indicative of the results that may be expected for the full year.
      Our historical results for any prior period are not necessarily indicative of results to be expected for any future
period.

For the Year Ended For the Nine Months Ended
December 31, September 30,

2003 2004 2005 2005 2005 2006 2006

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

Statement of
Operations
Data:
Net revenues 460,254 697,837 1,078,573 136,459 733,640 1,037,624 131,278
Cost of
revenues(1) (210,565) (319,013) (493,326) (62,415) (331,632) (467,088) (59,095)

Gross profit 249,689 378,824 585,247 74,044 402,008 570,536 72,183
Operating
expenses:
Selling
expenses(1) (61,322) (92,177) (146,499) (18,535) (102,047) (149,442) (18,907)
General and
administrative
expenses(1) (35,808) (32,340) (112,082) (14,180) (96,354) (43,102) (5,453)
Research and
development
expenses(1) (39,781) (61,604) (106,147) (13,430) (72,004) (103,175) (13,054)
Other general
expenses � � � � � 23 3

Operating
income 112,778 192,703 220,519 27,900 131,603 274,840 34,772
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Other income,
net 1,918 39 9,210 1,165 714 (1,468) (186)
Interest income 531 3,087 3,854 488 854 8,878 1,123
Interest expense (2,815) (3,324) (2,019) (255) (1,623) (327) (41)

Income before
income taxes and
minority interests 112,412 192,505 231,564 29,297 131,548 281,923 35,668
Provision for
income taxes (7,624) (10,758) (18,066) (2,286) (11,913) (19,649) (2,486)
Minority
interests � � (8,409) (1,064) 1 (6,456) (817)

Net income 104,788 181,747 205,089 25,947 119,636 255,818 32,366
Deemed dividend
on issuance of
convertible
redeemable
preferred shares
at a discount � � (14,031) (1,775) (14,031) � �

Income
attributable to
ordinary
shareholders(2) 104,788 181,747 191,058 24,172 105,605 255,818 32,366

Basic earnings
per share RMB1.22 RMB2.11 RMB2.31 US$ 0.29 RMB1.24 RMB3.17 US$ 0.40

Diluted earnings
per share RMB1.22 RMB2.11 RMB2.31 US$ 0.29 RMB1.24 RMB2.80 US$ 0.35

Shares used in
computation of:
Basic earnings
per share 86,000,000 86,000,000 82,790,427 82,790,427 85,297,806 80,777,302 80,777,302

Diluted earning
per share 86,000,000 86,000,000 82,790,427 82,790,427 85,297,806 91,314,023 91,314,023
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As of September 30, 2006

RMB US$
(In thousands)

Balance Sheet Data:
Cash and cash equivalents 291,095 36,829
Working capital(3) 1,514,749 191,643
Total assets 2,351,777 297,543
Total liabilities 265,187 33,551
Minority interests 10 1
Total shareholders� equity 2,086,580 263,990

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

For the Nine Months
For the Year Ended

December 31, Ended September 30,

2003 2004 2005 2005 2005 2006 2006

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

Cost of revenues � � 268 34 268 426 54
Selling expenses � � 8,576 1,085 8,576 5,555 703
General and administrative expenses � � 59,014 7,466 59,014 8,749 1,107
Research and development expenses � � 3,071 389 3,071 4,783 605

(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, and includes net proceeds receivable of
RMB1,254.6 million (US$158.7 million) from our initial public offering received after September 30, 2006.

9
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RISK FACTORS
 You should consider carefully all of the information in this prospectus, including the risks and uncertainties

described below, before investing in our ADSs. Any of the following risks and uncertainties could have a material
adverse effect on our business, financial condition, results of operations and prospects. The market price of our ADSs
could decline due to any of these risks and uncertainties, and you may lose all or part of your investment.

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 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 2004 accounted for more than 70% of
our net revenues in the nine months ended September 30, 2006. We expect the medical device market to continue to
evolve toward newer and more advanced products, many of which we do not currently produce. For example, the
market for five-part hematology analyzers has been growing faster than the market for three-part hematology
analyzers for several years, but we did not offer a five-part hematology analyzer until September 2006. 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
effect of declining average sales prices through increased sales volumes and reductions in manufacturing costs, we
may be unable to continue to do 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.
      Whether we are successful 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;

� 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.
10
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          We depend on distributors for a significant majority of our revenues and will rely on adding distributors both
in China and internationally for most of our revenue growth. Failure to maintain relationships with our
distributors or to otherwise expand our distribution network would materially and adversely affect our business.
      We depend on distributors for a significant majority of our revenues and will rely on adding distributors both in
China and internationally for most of our revenue growth. We 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 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.
      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 US Foreign Corrupt Practices Act, or FCPA. In particular, we may be held liable for actions taken by our
distributors even though almost all of our distributors are foreign companies that are not subject to the FCPA. The
PRC government has increased its anti-bribery efforts in the healthcare sector to reduce improper payments received
by hospital administrators and doctors in connection with the purchase of pharmaceutical products and medical
devices. 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.

11
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          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, and may also create uncertainties for this
offering.
      On August 8, 2006, six PRC regulatory agencies, including the CSRC, promulgated a regulation that became
effective on September 8, 2006. This regulation, among other things, has some provisions that purport to require that
an offshore special purpose vehicle, or SPV, formed for listing purposes and controlled directly or indirectly by PRC
companies or individuals shall obtain the approval of the CSRC prior to the listing and trading of such SPV�s securities
on an overseas stock exchange. On September 21, 2006, the CSRC published on its official website procedures
specifying documents and materials required to be submitted to it by SPVs seeking CSRC approval of their overseas
listings.
      We completed the initial listing and trading of our ADSs on the New York Stock Exchange on September 29,
2006. We did not seek CSRC approval in connection with either our initial public offering or this offering. However,
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.
      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, and the listing and trading of our ADSs on the New York Stock Exchange
does not require CSRC approval. 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 this offering, which is available at the SEC�s
website at www.sec.gov.
      If the CSRC or another PRC regulatory agency subsequently determines that CSRC approval was required for our
initial public offering or this offering, we may face regulatory actions or other sanctions from the CSRC or other PRC
regulatory agencies. These regulatory agencies may impose fines and penalties on our operations in the PRC, limit our
operating privileges in the PRC, delay or restrict the repatriation of the proceeds from our initial public offering into
the PRC, or take other actions that could have a material adverse effect on our business, financial condition, results of
operations, reputation and prospects, as well as the trading price of our ADSs. The CSRC or other PRC regulatory
agencies also may take actions requiring us, or making it advisable for us, to halt this offering before settlement and
delivery of the ADSs offered hereby. Consequently, if you engage in market trading or other activities in anticipation
of and prior to settlement and delivery, you do so at the risk that settlement and delivery may not occur.
      Also, if later the CSRC requires that we obtain its approval, we may be unable to obtain a waiver of the CSRC
approval requirements, if and when procedures are established to obtain such a waiver. Any uncertainties and/or
negative publicity regarding this CSRC approval requirement could have a material adverse effect on the trading price
of our ADSs.
          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 significantly 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.
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      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.
          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 international markets are less reliable than our domestic
projections 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, and we often lack extensive
knowledge of the local market conditions or about the purchasing patterns, preferences, or cycles of international
distributors. Furthermore, because shipping finished products to international distributors typically takes more time
than shipping to domestic distributors, inaccurate projections of international demand could result more quickly in
unmet demand.
      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 reduce our procurement and inventory costs by matching our inventories closely with our projected
manufacturing 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. For example, we did not foresee a surge in direct sales orders from hospitals in China during the fourth quarter
in 2005. 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
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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.
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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, and our
executive vice president of sales and marketing, Mr. Cheng Minghe, to manage our business and operations, and on
our key research and development personnel for the development of new products. We have entered into employment
agreements with each of our key executives and several other key employees for three-year terms. However, if we lose
the services of any senior management or key research and development personnel, 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 and key research and
development personnel.
      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 may be unable to
attract or retain the 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. We face direct
competition both domestically and internationally across all product lines and price points. Our competitors also vary
significantly according to business segment. For domestic sales, our competitors include publicly traded and privately
held multinational companies, as well as domestic Chinese companies. For international sales, our competitors are
primarily publicly traded and privately held multinational companies. We also face competition in international sales
from companies that have local operations in the markets in which we sell our products. 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;

� greater knowledge of local market conditions where we seek to increase our international sales;

� stronger brand recognition; and

� larger sales and distribution networks.
      As a result, 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
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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
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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 internationally-based competitors 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 addition, we believe that corrupt practices in the medical device industry in China 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 China, we may lose sales, customers or contracts to
competitors.
          We currently rely on one manufacturing, assembly and storage facility for our products and are developing
two additional facilities. Any disruption to our current manufacturing facility or in the development of these new
facilities could reduce or restrict our sales and harm our reputation.
      We manufacture, assemble and store almost all of our products, as well as conduct some of our primary research
and development activities, at a principal facility located in Shenzhen, China. We do not maintain back-up facilities,
so we depend on this facility 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 facility and certain equipment located in this facility would be difficult to
replace and could require substantial replacement lead-time. Catastrophic events may also destroy any inventory
located in our facility. The occurrence of such an event could materially and adversely affect our business.
      We are currently building a new facility adjacent to our headquarters in Shenzhen that will become our new
company headquarters, and plan to move our primary management and administrative functions to that facility.
Pursuant to an agreement with the Government of the Nanjing Jiangning Development Zone, we intend to establish a
new research and development and manufacturing facility in Nanjing. These projects will require significant build-out
before they will be operational. Moreover, we intend to move to a new principal manufacturing facility in Shenzhen in
2008. We may experience difficulties that disrupt our management and administration or research and development
and manufacturing activities as we migrate our management, administrative and manufacturing functions and expand
our research and development and manufacturing capabilities to these new facilities. Moreover, we may not realize the
anticipated benefits of that or our other new facility. 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 currently rely on single source suppliers to provide some of our raw
materials and components for products in all three of our business segments. If the supply of certain materials or
components were interrupted, our own manufacturing and assembly processes would be delayed. We also may be
unable to secure alternative supply sources in a timely and cost-effective
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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 manage our growth could strain our management, operational and other resources, which could
materially and adversely affect our business and prospects.
      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.
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;

� information technology system enhancement;

� stringent cost controls and sufficient liquidity;

� strengthening of financial and management controls and information technology systems;

� increased marketing, sales and sales support activities; and

� hiring and training of new personnel.
      If we are not able to manage our growth successfully, our business and prospects would be materially and
adversely affected.
          We generate a significant portion of our revenues from a small number of products, and a reduction in
demand for any of these products could materially and adversely affect our financial condition and results of
operations.
      We derive a substantial percentage of our revenues from a small number of products. Our five top selling products
accounted for 63.9%, 53.5%, 45.0% and 38.3% of our total net segment revenues in 2003, 2004, 2005 and the nine
months ended September 30, 2006, respectively. In the nine months ended September 30, 2006, our best-selling
product, the portable PM-9000 multi-parameter patient monitoring device, accounted for 12.0% of our total net
segment revenues. We expect a small number of our key products will continue to account for a significant portion of
our net revenues for the foreseeable future. As a result, continued market acceptance and popularity of these products
is critical to our success, and a reduction in demand due to, among other factors, the introduction of competing
products by our competitors, the entry of new competitors, or end-users� dissatisfaction with the quality of these
products could materially and adversely affect our financial condition and results of operations.
      Moreover, we particularly depend on patient monitoring device sales, which accounted for 40.0% of our net
segment revenues in the nine months ended September 30, 2006. If the market for patient monitoring devices
deteriorates, our financial condition and results of operations could be materially and adversely affected. We are also
susceptible to market changes for diagnostic laboratory instruments and ultrasound imaging systems, which accounted
for 29.6% and 29.0% of our net segment revenues in the nine months ended September 30, 2006, respectively.
Changes in customer demand and market trends may have a material adverse effect on our business and prospects.
          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 own over 130 patents in China covering various products
and aspects of our products and have additional patent applications pending in
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China. We have also filed more than 65 patent applications in the United States, 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 and China, we may be unable to obtain patent protection for certain aspects of our
products or technologies in either or both of these countries. In addition, we have not applied for any patents outside
of the United States and China.
      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 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 either China or other countries, including the United States and other countries in Asia. 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.
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          Unauthorized use of our brand name by third parties, and the expenses incurred in developing and
preserving the value of our brand name, may adversely affect our business.
      We regard our brand name as critical to our success. Unauthorized use of our brand name 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 name. Despite our precautions, we may be unable to prevent third
parties from using our brand name without authorization. In the past, we have experienced unauthorized use of our
brand name in China and have expended resources and the attention and time of our management to successfully
prosecute those who used our brand name without authorization. Moreover, litigation may be necessary to protect our
brand name. 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
name and logo as trademark in countries outside of China. Our registration applications may not be successful in
certain countries, which could weaken the protection of our brand name 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 our medical device products 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 FDA, and the 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, the SFDA introduced a new safety standard to its approval process for new
medical devices, which we believe has increased the typical time period required to obtain such approval by
approximately three months. This delayed the planned launch of three of our new products in the third quarter of
2006. 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 �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 is alleged to have caused 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, but we do not currently maintain product liability
insurance with respect to the use of our anesthesia machines. However, product liability insurance available in China
offers limited coverage compared to coverage offered in many other countries. As a result, future liability claims
could be excluded or 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
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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.
          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 2005 and the nine months ended September 30, 2006, ODM customers accounted for 9.7% and 2.9%,
respectively, of our net revenues and, during the same period, OEM customers accounted for 7.7% and 1.4%,
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 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 quarter of each year historically has 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 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:

� the loss of key customers;

� changes in pricing policies by us or our competitors;

� variations in the purchasing cycles of our customers;

� the length of our sales and delivery cycle;

� the timing and market acceptance of new product introductions by us or our competitors;

� the timing of receipt of government incentives;

� changes in the industry operating environment;

� changes in government policies or regulations (including anti-commercial bribery laws and SFDA approval
procedures for new products) or their enforcement; and

� a downturn in general economic conditions in China or internationally.
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      For example, in the three months ended September 30, 2006, our revenues were negatively impacted by a
curtailing of procurements from hospitals in China, which we believe was in response to an ongoing anti-corruption
campaign targeted at the PRC healthcare industry, and by a delay in new product approvals by regulatory authorities.
      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.
          If we experience a significant number of warranty claims, our costs could substantially increase and our
reputation and brand could suffer.
      We typically sell our products with warranty terms covering 12 months after purchase. Our product warranty
requires us to repair all mechanical malfunctions and, if necessary, replace defective components. We accrue liability
for potential warranty claims at the time of sale. If we experience an increase in warranty claims or if our repair and
replacement costs associated with warranty claims increase significantly, we may have to accrue a greater liability for
potential warranty claims. Moreover, an increase in the frequency of warranty claims could substantially increase our
costs and harm our reputation and brand. Our business, financial condition, results of operations and prospects may
suffer materially if we experience a significant increase in warranty claims on our products.
          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.
      Upon completion of this offering, three of our shareholders and their affiliated entities will own approximately
42.0% of our outstanding ordinary shares, representing approximately 78.2% 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 sales and marketing, 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
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, 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
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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.
See �Description of Share Capital � Issuance of Additional Ordinary Shares or Preferred Shares�.
      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 are divided
into three classes with 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. See �Description of Share Capital � Board of Directors�.
          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 the acquisition of new technologies, businesses, products or services or the
creation of strategic alliances in areas in which we do not currently operate. These acquisitions could require that our
management develop expertise in new areas, manage new business relationships and attract new types of customers.
Furthermore, acquisitions may require significant attention from our management, and the diversion of our
management�s attention and resources could have a material adverse effect on our ability to manage our business. We
may also experience difficulties integrating acquisitions into our existing business and operations. Future acquisitions
may also expose us to potential risks, including risks associated with:

� the integration of new operations, services and personnel;

� unforeseen or hidden liabilities;

� the diversion of resources from our existing businesses and technologies;

� our inability to generate sufficient revenue to offset the costs of acquisitions; and

� 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.

          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 elsewhere.
      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.
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          We may become a passive foreign investment company, or PFIC, which could result in adverse United States
federal income tax consequences to US holders.
      Depending upon the value of our 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, by the United States Internal Revenue Service, or IRS,
for US federal income tax purposes. Based on the value of our outstanding shares during the year and the cash that we
held and generated during the year, including the cash we raised in our initial public offering, we do not believe we
were a PFIC for the taxable year 2006. However, we may become a PFIC for future taxable years, as PFIC status is
tested each year and depends on our assets and income in such year.
      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. For
example, we would be a PFIC for the taxable year 2007 if the sum of our average market capitalization, which is our
share price multiplied by the total amount of our outstanding shares, and our liabilities over that taxable year is not
more than twice the value of our cash, cash equivalents, and other assets that are readily converted into cash. In
particular, we would likely become a PFIC if the value of our outstanding shares were to decrease significantly while
we hold substantial cash and cash equivalents.
      If we are classified as a �PFIC� in any taxable year in which you hold our ADSs or shares and you are a US Holder,
you would generally be taxed at higher ordinary income rates, rather than lower capital gain rates, if you dispose of
ADSs or shares for a gain in a later year, even if we are not a PFIC in that year. In addition, a portion of the tax
imposed on your gain would be increased by an interest charge. Moreover, if we were classified as a PFIC in any
taxable year, you would not be able to benefit from any preferential tax rate with respect to any dividend distribution
that you may receive from us in that year or in the following year. Finally, you would also be subject to special United
States federal income tax reporting requirements. For more information on the United States federal income tax
consequences to you that would result from our classification as a PFIC, please see �Taxation � United States Federal
Income Taxation � US 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
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 our United States subsidiary, Mindray USA Corp.,
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, 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.
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          We may be unable to establish and 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,
will require that we include a report from management on our internal control over financial reporting in our Annual
Report on Form 20-F beginning with our annual report for the fiscal year ending December 31, 2007. In addition, our
independent registered public accounting firm must attest to and report on management�s assessment of the
effectiveness of our internal control over financial reporting. Our management may conclude that our internal controls
are not effective. Moreover, even if our management concludes that our internal control over financial reporting is
effective, our independent registered public accounting firm may disagree and may decline to attest to our
management�s assessment or may issue an adverse opinion. Any of these outcomes 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. In connection with our initial public
offering, a number of control deficiencies in our internal control procedures were identified that could adversely affect
our ability to record, process, summarize and report financial data consistent with the assertions of our management in
our consolidated financial statements. Certain identified control deficiencies included the lack of a formalized US
GAAP closing and reporting process, internal audit resources and accounting personnel with advanced SEC reporting
and US GAAP accounting skills. We may identify additional control deficiencies as a result of the assessment process
we will undertake in compliance with Section 404. We plan to remediate control deficiencies identified in time to
meet the deadline imposed by the requirements of Section 404, but we may be unable to do so. Our failure to establish
and 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 currently derive approximately half of
our 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. Furthermore, the PRC government, through the People�s Bank of China, has implemented interest rate
increases to control the pace of economic growth. These measures may cause decreased economic activity in China,
including a slowing or decline in individual hospital spending, which in turn could adversely affect our financial
condition and results of operations.
          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
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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 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 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
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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.
      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, 2005, the amount of these restricted portions was approximately RMB160.4 million
(US$20.3 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.
          Restrictions on currency exchange may limit our ability to utilize our revenues effectively.
      A majority of our revenues and 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.
          Fluctuations in exchange rates could result in foreign currency exchange losses.
      As of December 31, 2006, our cash and cash equivalents were denominated in both Renminbi and US dollars. 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 US dollar and the euro affects our
relative purchasing power and earnings per share in US dollars. In addition, appreciation or depreciation in the value
of the Renminbi or the euro relative to the US dollar would affect our financial results reported in US dollar terms
without giving effect to any underlying change in our business, financial condition or results of operations. Since July
2005, the Renminbi is no longer pegged solely to the US dollar. Instead, the Renminbi is reported to be 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 0.3%
each day. The Renminbi may appreciate or depreciate significantly in value against the US dollar or the euro in the
long 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 US dollar or the euro. Fluctuations in exchange rates will also affect the relative value of any dividends we
issue, which will be exchanged into US dollars and earnings from and the value of any US 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.
      Very limited hedging transactions 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
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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.
          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.
      China currently has a dual tax system that contains one set of tax rules for PRC domestic enterprises and one for
foreign investment enterprises, or FIEs. Though both domestic enterprises and FIEs are subject to the same income tax
rate of 33%, there are various preferential tax treatments that are generally only available to FIEs, which results in the
effective tax rates of FIEs being generally lower than those of domestic enterprises. The PRC government has
provided, and currently provides, various incentives to Shenzhen Mindray, which is an FIE. These incentives include
reduced tax rates and other measures. For example, Shenzhen Mindray enjoys 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 benefits 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. Shenzhen Mindray must continue to meet a number of
financial and non-financial criteria to qualify for its current tax exemption.
      In 2005, we also received aggregate financial incentives in the form of value added tax refunds of
RMB32.1 million (US$4.1 million). In addition, we received certain tax holidays and concessions in 2003, 2004, 2005
and the nine months ended September 30, 2006. Without these tax holidays and concessions, we would have had to
pay additional tax totaling RMB7.8 million, RMB10.8 million, RMB18.1 million (US$2.3 million), and
RMB21.5 million (US$2.7 million) in 2003, 2004, 2005 and the nine months ended September 30, 2006, respectively.
These financial incentives have been granted by the municipal government of Shenzhen and are subject to annual
review by the municipal government. Eligibility for the financial incentives we receive requires that we continue to
meet a number of financial and non-financial criteria to continue to qualify for these financial incentives and our
continued qualification is further subject to the discretion of the municipal government. Moreover, the central
government or the municipal government of Shenzhen could determine at any time to immediately eliminate or reduce
these financial incentives, generally with prospective effect. Since the receipt of the financial incentives is subject to
periodic time lags and inconsistent government practice on payment times, for so long as we continue to receive these
financial incentives, our net income in a particular quarter may be higher or lower relative to other quarters based on
the potentially uneven receipt by us of these financial incentives in addition to any business or operating related
factors we may otherwise experience.
      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. The amount of
the refund for this value-added tax included in net revenues was RMB18.5 million, RMB24.6 million and
RMB32.1 million (US$4.1 million) in 2003, 2004 and 2005, respectively. In 2006, our embedded self-developed
software was not eligible for this value-added tax refund due to changes in the types of software that are eligible for
this tax refund.
      In December 2006, the PRC government officially submitted a draft new Enterprise Income Tax Law that would
impose a single income tax rate of 25% for most domestic enterprises and FIEs. The draft contemplates various
transition periods for existing preferential tax policies. The draft is subject to change and may end up not being
enacted by the PRC government. If the proposed Enterprise Income Tax Law is enacted, it is expected to be effective
as of January 1, 2008, and could eliminate or significantly shorten the period in which we enjoy our preferential tax
treatment. The enactment of the Enterprise Income Tax Law could adversely affect our financial condition and results
of operations. Moreover, our historical operating results may not be indicative of our operating results for future
periods as a result of the expiration of the tax holidays and value-added tax refunds we enjoy.
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          Any future outbreak of severe acute respiratory syndrome or avian flu in China, or similar adverse public
health developments, may severely disrupt our business and operations.
      Adverse public health epidemics or pandemics could disrupt businesses and the national economy of China and
other countries where we do business. From December 2002 to June 2003, China and other countries experienced an
outbreak of a new and highly contagious form of atypical pneumonia now known as severe acute respiratory
syndrome, or SARS. On July 5, 2003, the World Health Organization declared that the SARS outbreak had been
contained. However, a number of isolated new cases of SARS were subsequently reported, most recently in central
China in April 2004. During May and June of 2003, many businesses in China were closed by the PRC government to
prevent transmission of SARS. Moreover, some Asian countries, including China, have recently encountered incidents
of the H5N1 strain of bird flu, or avian flu. We are unable to predict the effect, if any, that avian flu may have on our
business. In particular, any future outbreak of SARS, avian flu or similar adverse public health developments may,
among other things, significantly disrupt our ability to adequately staff our business, and may adversely affect our
operations. Furthermore, an outbreak may severely restrict the level of economic activity in affected areas, which may
in turn materially and adversely affect our business and prospects. As a result, any future outbreak of SARS, avian flu
or similar adverse public health developments may have a material adverse effect on our financial condition and
results of operations.

RISKS RELATING TO THIS OFFERING
          The trading prices of our ADSs have been and are likely to continue to be volatile, which could result in
substantial losses to you.
      The trading prices of our ADSs have been and are likely to continue to be volatile. Since September 26, 2006, the
trading price of our ADSs on the New York Stock Exchange has ranged from US$15.20 to US$27.20 per ADS, and
the last reported sale price on January 30, 2007 was US$25.12 per ADS. The trading prices of our ADSs could
fluctuate widely in response to factors beyond our control. In particular, the performance and fluctuation of the market
prices of other companies with business operations located mainly in China that have listed their securities in the
United States may affect the volatility in the price of and trading volumes for our ADSs. Recently, a number of PRC
companies have listed their securities, or are in the process of preparing for listing their securities, on US stock
markets. Some of these companies have experienced significant volatility, including significant price declines after
their initial public offerings. The trading performances of these PRC companies� securities at the time of or after their
offerings may affect the overall investor sentiment towards PRC companies listed in the United States and
consequently may impact the trading performance of our ADSs. These broad market and industry factors may
significantly affect the market price and volatility of our ADSs, regardless of our actual operating performance.
      In addition to market and industry factors, the price and trading volume for our ADSs may be highly volatile for
specific business reasons. In particular, factors such as variations in our revenues, earnings and cash flow,
announcements of new investments and cooperation arrangements or acquisitions, could cause the market price for
our ADSs to change substantially. Any of these factors may result in large and sudden changes in the volume and
trading price of our ADSs. In the past, following periods of volatility in the market price of a company�s securities,
shareholders have often instituted securities class action litigation against that company. If we were involved in a class
action suit, it could divert the attention of senior management, and, if adversely determined, could have a material
adverse effect on our financial condition and results of operations.
          The sale or availability for sale of substantial amounts of our ADSs could adversely affect their trading price
and could materially impair our future ability to raise capital through offerings of our ADSs.
      Sales of substantial amounts of our ADSs in the public market after the completion of this offering, or the
perception that these sales could occur, could adversely affect the market price of our ADSs and could materially
impair our future ability to raise capital through offerings of our ADSs.
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      There will be 105,727,677 ordinary shares (consisting of 61,339,364 Class A ordinary shares and 44,388,313
Class B ordinary shares) outstanding immediately after this offering, based on the number of shares outstanding as of
September 30, 2006. In addition, as of September 30, 2006, there were outstanding options to purchase 10,014,300
ordinary shares, 630,000 of which were exercisable as of that date. All ADSs sold in this offering will be freely
tradable without restriction or further registration under the US Securities Act of 1933, as amended, or the Securities
Act, unless held by our �affiliates� as that term is defined in Rule 144 under the Securities Act, or Rule 144. 72,900,457
ordinary shares outstanding immediately after this offering are �restricted securities� as defined in Rule 144 and may not
be sold in the absence of registration other than in accordance with Rule 144 or another exemption from registration.
      In connection with this offering, we and the selling shareholders have agreed, among other things, not to sell any
ordinary shares or ADSs for 90 days after the date of this prospectus without the written consent of the underwriters.
However, the underwriters may release these securities from these restrictions at any time, subject to applicable
regulations of the National Association of Securities Dealers, Inc., or NASD. Furthermore, in connection with our
initial public offering in September 2006, each of our directors and executive officers and substantially all of our
shareholders at that time entered into a similar lock-up agreement for 180 days from the date of our initial public
offering prospectus. These parties collectively own approximately 65% of our outstanding ordinary shares, without
giving effect to this offering. See �Underwriting� and �Shares Eligible for Future Sale� for a more detailed description of
the restrictions on selling our securities after this offering. We cannot predict what effect, if any, market sales of
securities held by our significant shareholders or any other shareholder or the availability of these securities for future
sale will have on the market price of our ADSs.
          You may face difficulties in protecting your interests, and our ability to protect our rights through the US
federal courts may be limited, because we are incorporated under Cayman Islands law.
      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. The rights of shareholders to take
action against the directors and actions by minority shareholders are to a large extent governed by the common law of
the Cayman Islands. Cayman Islands law in this area may not be as established and may differ from provisions under
statues or judicial precedent in existence in the United States. As a result, our public shareholders may face different
considerations in protecting their interests in actions against our management or directors than would shareholders of
a corporation incorporated in a jurisdiction of the United States.
      The rights of shareholders and the responsibilities of management and members of the board of directors under
Cayman Islands law, such as in the areas of fiduciary duties, are different from those applicable to a company
incorporated in a jurisdiction of the United States. For example, the Cayman Islands courts are unlikely:

� to recognize or enforce against us judgments of courts of the United States based on certain civil liability
provisions of US federal securities laws; and

� in original actions brought in the Cayman Islands, to impose liabilities against us based on certain civil liability
provisions of US federal securities laws that are penal in nature.

      As a result, our public shareholders may have more difficulty in protecting their interests in connection with
actions taken by our management or members of our board of directors than they would as public shareholders of a
company incorporated in the United States.
          Certain judgments obtained against us by our shareholders may not be enforceable.
      We are a Cayman Islands company and substantially all of our assets are located outside of the United States.
Substantially all of our current operations are conducted in the PRC. In addition, most of our directors and officers are
nationals and residents of countries other than the United States. A substantial portion of the assets of these persons
are located outside the United States. As a result, it may be difficult or
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impossible for you to bring an action against us or against these individuals in the United States in the event that you
believe that your rights have been infringed under the US federal securities laws or otherwise. Even if you are
successful in bringing an action of this kind, the laws of the Cayman Islands and of the PRC may render you unable to
enforce a judgment against our assets or the assets of our directors and officers. For more information regarding the
relevant laws of the Cayman Islands and China, see �Enforcement of Civil Liabilities�.
          Your voting rights as a holder of our ADSs are limited by the terms of the deposit agreement.
      You may only exercise your voting rights with respect to the Class A ordinary shares underlying your ADSs in
accordance with the provisions of the deposit agreement. Upon receipt of voting instructions from you in the manner
set forth in the deposit agreement, the depositary for our ADSs will endeavor to vote your underlying Class A
ordinary shares in accordance with these instructions. Under our amended and restated memorandum and articles of
association and Cayman Islands law, the minimum notice period required for convening a general meeting is ten days.
When a general meeting is convened, you may not receive sufficient notice of a shareholders� meeting to permit you to
withdraw your Class A ordinary shares to allow you to cast your vote with respect to any specific matter at the
meeting. In addition, the depositary and its agents may not be able to send voting instructions to you or carry out your
voting instructions in a timely manner. We will make all reasonable efforts to cause the depositary to extend voting
rights to you in a timely manner, but you may not receive the voting materials in time to ensure that you can instruct
the depositary to vote your shares. Furthermore, the depositary and its agents will not be responsible for any failure to
carry out any instructions to vote, for the manner in which any vote is cast or for the effect of any such vote. As a
result, you may not be able to exercise your right to vote and you may lack recourse if your Class A ordinary shares
are not voted as you requested.
          The depositary for our ADSs will give us a discretionary proxy to vote our Class A ordinary shares
underlying your ADSs if you do not vote at shareholders� meetings, except in limited circumstances, which could
adversely affect your interests.
      Under the deposit agreement for our ADSs, the depositary will give us a discretionary proxy to vote our Class A
ordinary shares underlying your ADSs at shareholders� meetings if you do not vote, unless:

� we have failed to timely provide the depositary with our notice of meeting and related voting materials;

� we have instructed the depositary that we do not wish a discretionary proxy to be given;

� we have informed the depositary that there is substantial opposition as to a matter to be voted on at the meeting;
or

� a matter to be voted on at the meeting would have a material adverse impact on shareholders.
      The effect of this discretionary proxy is that you cannot prevent our Class A ordinary shares underlying your
ADSs from being voted, absent the situations described above, and it may make it more difficult for shareholders to
influence the management of our company.
          You may not receive distributions on our Class A ordinary shares or any value for them if it is illegal or
impractical to make them available to you.
      The depositary of our ADSs has agreed to pay you the cash dividends or other distributions it or the custodian for
our ADSs receives on our Class A ordinary shares or other deposited securities after deducting its fees and expenses.
You will receive these distributions in proportion to the number of our Class A ordinary shares your ADSs represent.
However, the depositary is not responsible if it is unlawful or impractical to make a distribution available to any
holders of ADSs. For example, it would be unlawful to make a distribution to a holder of ADSs if it consists of
securities that require registration under the Securities Act but that are not properly registered or distributed pursuant
to an applicable exemption from registration. The depositary is not responsible for making a distribution available to
any holders of ADSs if
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any government approval or registration required for such distribution cannot be obtained after reasonable efforts
made by the depositary. We have no obligation to take any other action to permit the distribution of our ADSs,
Class A ordinary shares, rights or anything else to holders of our ADSs. This means that you may not receive the
distributions we make on our Class A ordinary shares or any value for them if it is illegal or impractical for us to make
them available to you. These restrictions may have a material and adverse effect on the value of your ADSs.
          You may not be able to participate in rights offerings and may experience dilution of your holdings.
      We may, from time to time, distribute rights to our shareholders, including rights to acquire securities. Under the
deposit agreement, the depositary will not distribute rights to holders of ADSs unless the distribution and sale of rights
and the securities to which these rights relate are either exempt from registration under the Securities Act with respect
to all holders of ADSs, or are registered under the provisions of the Securities Act. The depositary may, but is not
required to, attempt to sell these undistributed rights to third parties, and may allow the rights to lapse. We may be
unable to establish an exemption from registration under the Securities Act, and we are under no obligation to file a
registration statement with respect to these rights or underlying securities or to endeavor to have a registration
statement declared effective. Accordingly, holders of ADSs may be unable to participate in our rights offerings and
may experience dilution of their holdings as a result.
          You may be subject to limitations on transfer of your ADSs.
      Your ADSs represented by ADRs are transferable on the books of the depositary. However, the depositary may
close its books at any time or from time to time when it deems expedient in connection with the performance of its
duties. The depositary may close its books from time to time for a number of reasons, including in connection with
corporate events such as a rights offering, during which time the depositary needs to maintain an exact number of
ADS holders on its books for a specified period. The depositary may also close its books in emergencies, and on
weekends and public holidays. The depositary may refuse to deliver, transfer or register transfers of our ADSs
generally when our books or the books of the depositary are closed, or at any time if we or the depositary thinks it is
advisable to do so because of any requirement of law or any government or governmental body, or under any
provision of the deposit agreement, or for any other reason.
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FORWARD-LOOKING STATEMENTS
      This prospectus 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
prospectus are forward-looking statements. These forward-looking statements can be identified by words or phrases
such as �anticipate,� �believe,� �continue,� �estimate,� �expect,� �intend,� �is/are likely to,� �may,� �plan,� �should,� �will,� or other similar
expressions. The forward-looking statements included in this prospectus relate to, among others:

� our goals and strategies;

� our future business development, financial condition and results of operations, including our estimated operating
results for the year ended December 31, 2006;

� the expected growth of the medical device market in China and internationally;

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

� market acceptance of our products;

� our expectations regarding demand for our products;

� our ability to expand our production, our sales and distribution network and other aspects of our operations,
including our planned sales and service offices in Brazil, Europe, India, Mexico and Russia, the planned
relocation of our manufacturing facility in Shenzhen, and the planned 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 2007;

� our intention to pay annual cash dividends in an amount equal to an aggregate of approximately 20% of our prior
fiscal year audited net income, beginning in 2007;

� 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 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 �Prospectus
Summary � Selected Estimated Results for the Year Ended December 31, 2006�, �Risk Factors�, �Management�s Discussion
and Analysis of Financial Condition and Results of Operations�, �Business�, and other sections in this prospectus.
      The forward-looking statements made in this prospectus relate only to events or information as of the date on
which the statements are made in this prospectus. 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.
Market Data and Forecasts
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      This prospectus also contains data related to the medical device industry in China. These market data include
projections that are based on a number of assumptions. The medical device market may not grow at the rate projected
by market data, or at all. The failure of this market to grow at the projected rate 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 the growth prospects or
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future condition of our market to significant uncertainties. Furthermore, if any one or more of the assumptions
underlying the market data turns out to be incorrect, actual results may differ from the projections based on these
assumptions. You should not place undue reliance on these forward-looking statements.
      Unless otherwise indicated, information in this prospectus concerning economic conditions and our industry is
based on information from independent industry analysts and publications, as well as our estimates. Except where
otherwise noted, our estimates are derived from publicly available information released by third party sources, 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. Other than the Frost & Sullivan statement that we had the leading market share in China by units sold,
and the second leading market share by revenue, for the sale of patient monitoring devices in 2003, which comes from
a report that we commissioned, none of the independent industry publication market data cited in this prospectus were
prepared on our or our affiliates� behalf.
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OUR CORPORATE STRUCTURE
      We are a Cayman Islands holding company and conduct substantially all of our business through our consolidated
subsidiary Shenzhen Mindray. We own approximately 99.9% of the equity of Shenzhen Mindray through two British
Virgin Islands, or BVI, non-operating holding companies. 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 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 hold our
interests in Shenzhen Mindray through two British Virgin Islands holding companies as a matter of historical legacy.
Many of the former shareholders of Shenzhen Mindray, from whom we acquired equity interests, chose to incorporate
in the British Virgin Islands in part because of the advantageous tax treatments they received. We acquired these
equity interests by consolidating the holdings of various British Virgin Islands entities into these two entities because
this form of transaction was convenient and effective under British Virgin Islands law.
      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, through
two BVI companies, Greatest Elite Limited, or Greatest Elite, and Giant Glory Investments Limited, or Giant Glory,
which respectively held approximately 46.0% and 45.1% of the equity of Shenzhen Mindray, 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, Giant Glory and Greatest Elite. All other Shenzhen
Mindray shares are held by Giant Glory and Greatest Elite, 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

33

Edgar Filing: PATRON SYSTEMS INC - Form 8-K/A

Table of Contents 44



Table of Contents

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 Greatest Elite and Giant Glory
that hold only the equity of Shenzhen Mindray.
      The diagram below illustrates our current corporate structure and the place of formation and affiliation of our
principal subsidiaries as of the date of this prospectus:
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USE OF PROCEEDS
      We will not receive any proceeds from the sale of ADSs by the selling shareholders in this offering. The selling
shareholders will receive all of the net proceeds from this offering.

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 US$ 17.72 US$ 15.20
October US$ 19.60 US$ 15.60
November US$ 24.72 US$ 18.21
December US$ 27.20 US$ 21.90

2007
January (through January 30, 2007) US$ 26.85 US$ 22.75

      On January 30, 2007, the closing sale price of our ADSs as reported on the New York Stock Exchange was
US$25.12 per ADS.
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DIVIDEND POLICY
      We intend to pay annual cash dividends in an amount equal to an aggregate of approximately 20% of our prior
fiscal year audited net income, beginning in 2007. 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 RMB185 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 paid cash dividends of RMB17.2 million, RMB86.0 million, RMB206.4 million (US$26.1 million) and
RMB323.5 million (US$40.9 million) in 2003, 2004, 2005 and the nine months ended September 30, 2006 (prior to
our becoming a public company), respectively. See �Management�s Discussion and Analysis of Financial Condition and
Results of Operations � Liquidity and Capital Resources � Financing Activities�.
      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 US 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. See �Description of American
Depositary Shares � Dividends and Other Distributions�.
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CAPITALIZATION
      The following table sets forth our capitalization as of September 30, 2006.
      You should read this table in conjunction with �Selected Consolidated Financial Information�, �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� and our audited consolidated financial
statements and related notes included elsewhere in this prospectus.

As of September 30,
2006

RMB US$
(In thousands, except
share and per share

data)
Total debt � �
Minority interests 10 1

Shareholders� equity
Class A ordinary shares (HK$0.001 par value per share: 4,000,000,000 shares
authorized and 60,289,767 shares issued and outstanding) 63 8
Class B ordinary shares (HK$0.001 par value per share: 1,000,000,000 authorized
and 45,437,910 shares issued and outstanding) 47 6
Additional paid-in capital 1,928,396 243,977
Retained earnings 158,074 19,999

Total shareholders� equity 2,086,580 263,990

Total capitalization 2,086,590 263,991

      As of the date of this prospectus, there has been no material change to our capitalization as set forth above.
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EXCHANGE RATES
      The following table sets forth information concerning exchange rates between the Renminbi and the US dollar for
the periods indicated.

Renminbi per US Dollar Noon Buying Rate

AVERAGE HIGH LOW PERIOD-END

2001 8.2770 8.2786 8.2676 8.2766
2002 8.2770 8.2800 8.2669 8.2800
2003 8.2770 8.2800 8.2272 8.2769
2004 8.2768 8.2774 8.2764 8.2765
2005 8.1940 8.2765 8.0702 8.0702
2006

July 7.9897 8.0018 7.9690 7.9690
August 7.9722 8.0000 7.9538 7.9538
September 7.9334 7.9545 7.8965 7.9040
October 7.9018 7.9168 7.8728 7.8785
November 7.8622 7.8750 7.8303 7.8340
December 7.8219 7.8350 7.8041 7.8041

2007 (through January 19, 2007) 7.7964 7.8127 7.7705 7.7752

Source: Federal Reserve Bank of New York
      On January 19, 2007, the noon buying rate was RMB7.7752 to US$1.00.
      We publish our financial statements in Renminbi. This prospectus contains translations of Renminbi amounts into
US dollars at specified rates solely for the convenience of the reader. Unless otherwise noted, all translations from
Renminbi to US dollars as of and for the year ended December 31, 2005 and nine months ended September 30, 2006
were made at the noon buying rate in The City of New York for cable transfers in Renminbi per US dollar as certified
for customs purposes by the Federal Reserve Bank of New York, as of September 29, 2006, which was RMB7.9040 to
US$1.00. No representation is made that the Renminbi amounts referred to in this prospectus could have been or
could be converted into US dollars at any particular rate or at all.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION
      The following selected consolidated financial information for the periods and as of the dates indicated should be
read in conjunction with our financial statements and the accompanying notes and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations� and our consolidated financial statements and related notes,
both of which are located elsewhere in this prospectus.
      The selected consolidated balance sheet data as of December 31, 2003 were derived from our audited consolidated
financial statements that are not included in this prospectus. The selected consolidated financial data presented below
as of December 31, 2004 and 2005 and for the three years ended December 31, 2003, 2004 and 2005 are derived from
our audited consolidated financial statements included elsewhere in this prospectus. Our audited consolidated
financial statements are prepared in accordance with generally accepted accounting principles in the United States, or
US 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 these consolidated financial statements is
included elsewhere in this prospectus.
      The selected consolidated financial data as of and for the nine months ended September 30, 2005 and 2006 have
been derived from our unaudited consolidated financial statements included elsewhere in this prospectus, which have
been prepared on the same basis as our audited consolidated financial statements. In our opinion, all adjustments
necessary for a fair presentation of the financial data for these unaudited periods are contained in the financial
statements that are included elsewhere in this prospectus. Results for the nine months ended September 30, 2006 are
not necessarily indicative of the results that may be expected for the full year.
      The selected historical statement of operations data for the years ended December 31, 2001 and 2002 and the
selected historical balance sheet data as of December 31, 2001 and 2002 have been derived from our unaudited
consolidated financial statements that are not included in this prospectus.
      Our historical results for any prior period are not necessarily indicative of results to be expected for any future
period.

For the Nine Months Ended
For the Year Ended December 31, September 30,

2001 2002 2003 2004 2005 2005 2005 2006 2006

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

Statement of
Operations
Data:
Net revenues 201,798 306,592 460,254 697,837 1,078,573 136,459 733,640 1,037,624 131,278
Cost of
revenues(1) (95,472) (141,004) (210,565) (319,013) (493,326) (62,415) (331,632) (467,088) (59,095)

Gross profit 106,326 165,588 249,689 378,824 585,247 74,044 402,008 570,536 72,183
Operating
expenses:
Selling
expenses(1) (30,550) (43,567) (61,322) (92,177) (146,499) (18,535) (102,047) (149,442) (18,907)
General and
administrative
expenses(1) (16,266) (23,497) (35,808) (32,340) (112,082) (14,180) (96,354) (43,102) (5,453)
Research and
development

(13,249) (24,797) (39,781) (61,604) (106,147) (13,430) (72,004) (103,175) (13,054)

Edgar Filing: PATRON SYSTEMS INC - Form 8-K/A

Table of Contents 50



expenses (1)

Other general
expenses � � � � � � � 23 3

Operating
income 46,261 73,726 112,778 192,703 220,519 27,900 131,603 274,840 34,772
Other income,
net 1,231 851 1,918 39 9,210 1,165 714 (1,468) (186)
Interest income 1,413 1,322 531 3,087 3,854 488 854 8,878 1,123
Interest
expense (2,577) (3,746) (2,815) (3,324) (2,019) (255) (1,623) (327) (41)

Income before
income taxes
and minority
interests 46,328 72,153 112,412 192,505 231,564 29,297 131,548 281,923 35,668
Provision for
income taxes (3,443) (4,817) (7,624) (10,758) (18,066) (2,286) (11,913) (19,649) (2,486)
Minority
interests � � � � (8,409) (1,064) 1 (6,456) (817)

Net income 42,885 67,335 104,788 181,747 205,089 25,947 119,636 255,818 32,366
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For the Nine Months Ended
For the Year Ended December 31, September 30,

2001 2002 2003 2004 2005 2005 2005 2006 2006

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

Deemed
dividend
on
issuance
of
convertible
redeemable
preferred
shares at
a
discount � � � � (14,031) (1,775) (14,031) � �

Income
attributable
to
ordinary
shareholders(2) 42,885 67,335 104,788 181,747 191,058 24,172 105,605 255,818 32,366

Basic
earnings
per share RMB0.50 RMB0.78 RMB 1.22 RMB 2.11 RMB 2.31 US$ 0.29 RMB1.24 RMB3.17 US$ 0.40

Diluted
earnings
per share RMB0.50 RMB0.78 RMB 1.22 RMB 2.11 RMB 2.31 US$ 0.29 RMB1.24 RMB2.80 US$ 0.35

Shares
used in
computation
of:
Basic
earnings
per share 86,000,000 86,000,000 86,000,000 86,000,000 82,790,427 82,790,427 85,297,806 80,777,302 80,777,302

Diluted
earnings
per share 86,000,000 86,000,000 86,000,000 86,000,000 82,790,427 82,790,427 85,297,806 91,314,023 91,314,023

Dividends
per
ordinary

� RMB0.15 RMB0.20 RMB1.00 RMB2.40 US$ 0.30 RMB2.40 RMB3.60 US$ 0.46
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For the Nine Months
As of December 31, Ended September 30,

2001 2002 2003 2004 2005 2005 2006 2006

RMB RMB RMB RMB RMB US$ RMB US$
(In thousands)

Balance Sheet
Data:
Cash and cash
equivalents 76,666 53,961 130,297 178,556 446,143 56,445 291,095 36,829
Working capital(3) 82,988 98,909 138,065 219,486 468,831 59,316 1,514,749 191,643
Total assets 211,341 245,946 384,674 483,053 840,835 106,381 2,351,777 297,543
Total liabilities 102,625 82,794 133,934 136,556 206,281 26,098 265,187 33,551
Minority interests � � � 10 37,596 4,757 10 1
Mezzanine equity � � � � 325,389 41,168 � �
Total shareholders�
equity 108,716 163,151 250,740 346,487 271,569 34,358 2,086,580 263,990

Total liabilities
and shareholders�
equity 211,341 245,946 384,674 483,053 840,835 106,381 2,351,777 297,543

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

For the Nine Months Ended
For the Year Ended December 31, September 30,

2001 2002 2003 2004 2005 2005 2005 2006 2006

RMB RMB RMB RMB RMB US$ RMB RMB US$
(In thousands)

Cost of revenues � � � � 268 34 268 426 54
Selling expenses � � � � 8,576 1,085 8,576 5,555 703
General and administrative
expenses � � � � 59,014 7,466 59,014 8,749 1,107
Research and development
expenses � � � � 3,071 389 3,071 4,783 605

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

(3) Working capital is equal to current assets less current liabilities, and, for the nine months ended September 30,
2006, includes net proceeds receivable of RMB1,254.6 million (US$158.7 million) from our initial public offering
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MANAGEMENT�S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

 You should read the following discussion and analysis of our financial condition and results of operations in
conjunction with the section entitled �Selected Consolidated Financial Information� and our consolidated financial
statements and the related notes included elsewhere in this prospectus. This discussion contains forward-looking
statements that involve risks and uncertainties. Our actual results and the timing of selected events could differ
materially from those anticipated in these forward-looking statements as a result of various factors, including those
set forth under �Risk Factors� and elsewhere in this prospectus.
Overview
      We are a leading developer, manufacturer and marketer of medical devices in China. We also have a significant
and growing presence outside of China, primarily in other regions of Asia and in Europe. We offer a broad range of
more than 40 products across our three primary business segments: patient monitoring devices, diagnostic laboratory
instruments and ultrasound imaging systems.
      We sell our products primarily to distributors. In the nine months ended September 30, 2006, distributor sales
accounted for 85.5% of our net revenues. We believe we have one of the largest distribution, sales and service
network for medical devices in China, with over 1,800 distributors and 650 direct sales and sales support personnel,
and we sell our products internationally through more than 800 distributors and 90 sales personnel. We also sell our
products directly to hospitals, clinics, government health bureaus, and to ODM and OEM customers. To date, we have
sold our products to approximately 27,000 hospitals and clinics in China and sold over 200,000 medical devices
worldwide, both through our distributors and direct sales.
      Our net revenues increased from RMB460.3 million in 2003 to RMB697.8 million in 2004 and to
RMB1,078.6 million (US$136.5 million) in 2005, representing a compound annual growth rate of 53.1%. Our net
revenues grew from RMB733.6 million in the nine months ended September 30, 2005 to RMB1,037.6 million
(US$131.3 million) in the same period in 2006, a 41.4% increase. These significant increases reflect our success in
expanding our product lines to include more advanced products and our increasing market penetration, particularly
internationally. Our net revenues outside of China from 2003 to 2005 grew at a faster rate than net revenues in China
in both real and percentage terms, increasing from RMB113.5 million, or 24.7% of our net revenues in 2003, to
RMB238.2 million, or 34.1% of our net revenues in 2004, and to RMB451.6 million (US$57.1 million), or 41.9% of
our net revenues in 2005, representing a compound annual growth rate of 99.5%. In the nine months ended
September 30, 2006, our net revenues outside of China grew to RMB484.0 million (US$61.2 million), or 46.6% of
our net revenues, from 41.6% in the same period in 2005, a 58.6% increase. International net revenue growth has been
augmented by our expansion of international sales coverage from 67 countries in 2003 to more than 135 countries in
2006, as well as by our increased penetration in existing international markets through our enhanced distributor
network, and the introduction of new products in the international markets.
      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 2003, we have introduced more than 30 new products,
including our first color Doppler ultrasound imaging system, the DC-6, our first five-part hematology analyzer, the
BC-5500, our high-end Beneview series of patient monitoring devices, and our first anesthesia machine, the WATO
EX-50.
      We increased our investment in research and development as a percentage of net revenues from 8.6% in 2003, to
9.8% in 2005 and to 9.9% in the nine months ended September 30, 2006. Our investment in research and development
in 2005 and the nine months ended September 30, 2006 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, with more than 600 engineers on our staff, and continuing to develop and
commercialize new and more advanced products. As part of the planned expansion of our research and development
and manufacturing capabilities, we have entered into an agreement relating to the development of a new facility in
Nanjing that is expected to be operational in 2009.
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Pricing
      To gain market penetration, we price our products at levels that we believe offer attractive economic returns to our
distributors, taking into account the prices of competing products and our gross margins. Average selling prices 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.
      In addition to the sales to distributors, we sell our products directly to hospitals and clinics in China. We also sell
directly to government health bureaus in China by participating in competitive bidding and tenders run by government
bidding agents to procure large-volume purchase contracts. Although the prices of products sold to hospitals, clinics
and government health bureaus in China tend to be slightly lower than those of products sold to distributors, the lower
pricing for these products is more than offset by typically higher unit volumes, representing attractive sales
opportunities for us.
      Through our continuous efforts to improve manufacturing efficiencies and reduce our raw material costs, we have
been able to reduce our production costs. 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. 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.
Revenues
      Our net revenues represent our total revenues from operations, less value-added taxes, plus a 14% refund for
value-added taxes on sales of our software that is embedded in our products. Beginning in 2006, our embedded
software is no longer eligible for this value-added tax refund, due to changes in the types of software that qualify for
this tax refund. See �� Taxes and Incentives�.
      We use a distribution network because we believe it is the most cost-effective way to reach a broad end-user base.
Our sales are generally made on a purchase order basis, rather than under any long-term commitments, and we do not
currently have long-term contracts with any of our distributor customers. We rely on sales to distributors for a
majority of our net revenues. In 2005 and the nine months ended September 30, 2006, sales to distributors accounted
for 74.0% and 80.5% of our sales in China and 66.9% and 91.3% of our international sales, respectively.
      Our customer base is widely dispersed on both a geographic and revenues basis. Our largest customer in each of
2003, 2004 and 2005 and the nine months ended September 30, 2006 was an international ODM customer that
accounted for 4.0%, 7.3%, 6.2% and 1.4% of our net revenues, respectively.
      We primarily derive revenues from three business segments: patient monitoring devices, diagnostic laboratory
instruments and ultrasound imaging systems. These business segments accounted for 40.0%, 29.6% and 29.0% of our
total net segment revenues in the nine months ended September 30, 2006, respectively. The accounting policies
underlying the net revenues information provided for our business segments are based on accounting principles
applicable under PRC GAAP that are different from US GAAP.

 Patient Monitoring Devices. We derive revenues for our patient monitoring devices segment from sales of patient
monitors and related accessories. Our patient monitoring devices track the physiological parameters of patients, such
as heart rate, blood pressure, respiration and temperature. Our patient monitoring devices 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 the
introduction of additional advanced products in this business segment.

 Diagnostic Laboratory Instruments. We derive revenues for our diagnostic laboratory instruments segment from
sales of diagnostic laboratory instruments and related reagents. Our diagnostic laboratory instruments provide data and
analysis on blood, urine and other bodily fluid samples for clinical diagnosis and treatment. Our current diagnostic
laboratory instruments portfolio consists of two primary product categories: hematology analyzers and biochemistry
analyzers. We also sell reagents for use with our products
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in both of these categories. A reagent is used each time an analysis is performed, generating a recurring revenue
stream for us. Diagnostic laboratory instrument sales accounted for 87.4% and 88.8% of the segment�s net revenues in
2005 and the nine months ended September 30, 2006, respectively, while reagent sales accounted for 11.2% and
10.4% of the segment�s net revenues in the same periods, respectively with the balance being revenues generated from
related accessories. We anticipate that we will continue to grow at a rapid pace as we further penetrate the diagnostic
laboratory instruments market through the introduction of new advanced product offerings, such as our recently
introduced five-part hematology analyzer.

 Ultrasound Imaging Systems. We derive revenues for our ultrasound imaging systems segment from sales of
ultrasound devices and related accessories. Our ultrasound imaging systems use computer-managed sound waves to
generate real-time images of anatomical movement and blood flow, and are commonly employed in medical fields
such as urology, gynecology, obstetrics and cardiology. We anticipate that, on a percentage basis, net revenues in our
ultrasound imaging systems segment in the near term will grow more quickly than total net revenues, as we further
penetrate the ultrasound imaging systems market and as we expand our products offerings, including our recently
introduced color Doppler ultrasound imaging system.
      In 2005 and the nine months ended September 30, 2006, our best-selling product across our three business
segments, the PM-9000 patient monitoring device, accounted for 20.5% and 12.0% of our net segment revenues,
respectively. No other product accounted for more than 8% of our net segment revenues in either period. Although our
best selling products change over time, we expect that a small number of key products will continue to account for a
substantial portion of our revenues. See �Risk Factors � Risks Relating to Our Business and Industry � We generate a
substantial portion of our revenues from a small number of products, and a reduction in demand for any of these
products could materially and adversely affect our financial condition and results of operations�.
      China has an ongoing program to reduce improper payments received by hospital administrators and doctors in
connection with the purchase of pharmaceutical products and medical devices. In June 2006, PRC commercial
anti-bribery laws were modified to expand and clarify the scope of persons potentially subject to prosecution. For
example, it is now easier to prosecute hospital administrators and doctors for illegal activities under the commercial
anti-bribery laws. We maintain a strict policy prohibiting our employees and distributors from engaging in improper
activities in connection with the sale of our products, and we believe that more strict enforcement is beneficial for our
industry and our business in the long term. We believe that many hospitals and medical device distributors in the PRC
reduced their overall purchasing volumes in the second half of 2006 in response to the statutory modifications of the
PRC commercial anti-bribery laws and increased enforcement activities under these laws, and we do not believe that
overall purchasing volumes have returned to historical levels.
      In May 2006, the SFDA changed the approval process for new medical devices by adding a new medical
equipment safety standard, which we estimate increased by three months the typical time period required to obtain
approval for new medical devices. This change delayed our planned introduction of three new products in 2006,
including our five-part hematology analyzer, our color ultrasound imaging system and our high-end Beneview series
of patient monitoring devices. We have taken into consideration this extended approval timeframe in our new product
development timelines starting in 2007.
      As a result of the events described above, our operating results in the nine months ended September 30, 2006 may
not be indicative of our operating results for the full year of 2006.
      Our ability to grow our revenues depends on our ability to increase the market penetration of our existing products
and on our ability to successfully identify, develop, introduce and commercialize, in a timely and cost-effective
manner, new and upgraded products. 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.
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      In any period, a number of factors will impact our net revenues, including for example:

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

� our ability to attract and retain distributors;

� new product introductions by us and our competitors;

� our ability to maintain prices for our products at levels that provide favorable margins; and

� our ability to expand into new international markets.
      For a detailed discussion of the factors that may cause our net revenues to fluctuate, see �Risk Factors � Risks
Relating to Our Business and Industry � 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�.
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 costs 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.
      Product mix is the most significant factor in determining our cost of revenues as a percentage of our net revenues.
Cost of revenues has historically been highest in our ultrasound imaging systems segment, which was our
fastest-growing segment from 2003 through the nine months ended September 30, 2006. See �Comparison of Nine
Months Ended September 30, 2005 and September 30, 2006 � Gross Profit and Gross Margin� and �Comparison of Years
Ended December 31, 2003, December 31, 2004 and December 31, 2005 � 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 all of our products in
China. 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.
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
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product mix. See �� Cost of Revenues�. Between 2003 and 2005 and the nine months ended September 30, 2006, we
were able to maintain gross margins between approximately 50% and 60% across our business segments. We expect
this trend to continue because we generally 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. Gross margins for domestic and international sales tend to
be substantially similar. 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.
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.
      Between 2003 and 2005 and the nine months ended September 30, 2006, selling expenses increased primarily as a
result of increased headcount and increased international sales and marketing activities. Selling expenses as a
percentage of net revenues decreased from 2003 to 2004, reflecting improved selling efficiencies, and increased in
2005 primarily as a result of employee share-based compensation expenses attributable to the contribution of shares to
certain employees by our shareholders. Selling expenses as a percentage of net revenues increased slightly in the nine
months ended September 30, 2006 compared to the same period in 2005, principally because of increased headcount
and related travel and expenses, and was partially offset by a decrease in employee share-based compensation
expenses. In the near term, we expect that certain components of our selling expenses will increase as we open new
international sales and service offices to increase our market penetration in selected international markets. We
presently operate four international sales and service offices and expect to open five more in 2007.
      Similar to most China-based medical device manufacturers, we primarily sell our products to distributors.
Consequently, our 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 primarily to distributors, we also seek to build recognition of our brand through increasing
marketing activities, which may increase our selling expenses.

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 will increase as our business
grows and as we incur increased costs related to being a public company. However, as a percentage of net revenues,
we generally expect that general and administrative expenses will remain relatively stable at least in the near-term as
we benefit from improved operating efficiencies attributable to the increased scale of our business.

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
increased from 8.6% in 2003 to 9.8% in 2005 and to 9.9% in the
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nine months ended September 30, 2006. Our investment in research and development in 2005 and in the nine months
ended September 30, 2006 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.

Employee Share-Based Compensation Expenses
      We account for employee share-based compensation expenses based on the fair value of share option grants at the
date of grant, and we record employee share-based compensation expense to the extent that the fair value of those
grants are determined to be greater than the price paid by the employee.
      We did not incur any employee share-based compensation expenses in 2003 or 2004. We incurred three separate
employee share-based compensation charges in 2005 totaling RMB70.9 million (US$9.0 million). The first charge, in
the amount of RMB26.3 million (US$3.3 million), was recorded in connection with shares granted in 2005 to certain
employees by our shareholders in consideration of past and present services to us. The second charge, in the amount
of RMB11.6 million (US$1.5 million), was recorded in connection with the issuance of three million of our preferred
shares to some of our employees and one non-employee director in exchange for three million of our ordinary shares.
The third charge, in the amount of RMB33.0 million (US$4.2 million), related to an earnings adjustment provision
entered into between those employees and our preferred shareholders. See notes 2(p) and 9 to our consolidated
financial statements included elsewhere in this prospectus. We do not expect any future shareholder contribution of
shares as part of any future employee share-based compensation plan.
      The table below shows the effect of the 2005 and nine months ended September 30, 2005 and 2006 share-based
compensation charges on our operating expense line items:

Employee Share-Based Compensation Related to: 2003 2004 2005 9 Mos
2005

9 Mos
2006

(in RMB thousands)
Cost of revenues � � 268 268 426
Selling expenses � � 8,576 8,576 5,555
General and administrative expenses � � 59,014 59,014 8,749
Research and development expenses � � 3,071 3,071 4,783

      In February 2006, we adopted a new employee share-based compensation plan, pursuant to which certain
members of our senior management and certain of our key employees received options to purchase up to 7,033,000
ordinary shares at an exercise price of US$5.00 per ordinary share. These options generally vest over the required
service period, with approximately 25% of them vesting on each of January 31, 2007, 2008, 2009 and 2010. These
options will also vest only if the option holder is still an employee of our company at the time of the relevant vesting
and the individual has met performance criteria at that time. These options will expire on the eighth anniversary of
their grant.
      We incurred RMB19.5 million (US$2.5 million) in employee share-based compensation expenses in the nine
months ended September 30, 2006.
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. 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.
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Corporate Structure
      Our predecessor entity was established and began operations in 1991. Today, we operate through a structure that
was implemented in September 2005 under our Cayman Islands holding company Mindray International. We operate
our business primarily through our PRC operating subsidiary, Shenzhen Mindray, which was formed in 1999. We
conduct some of our research and development activities through Shenzhen Mindray�s subsidiary, Beijing Mindray.
We have established additional subsidiaries to facilitate our international expansion.
      Mindray International became our holding company on September 26, 2005 when the majority of our equity
shareholders transferred approximately 91.1% of the equity of Shenzhen Mindray to Mindray International, through a
series of linked transactions. In April 2006, we acquired all remaining shares in Shenzhen Mindray except for
300 shares. As a result, our holding company, Mindray International, now holds approximately 99.9% of the equity of
Shenzhen Mindray. See �Our Corporate Structure�.
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.
      The basic corporate income tax rate for the foreign-invested enterprises in the PRC is currently 33% (30% state
tax and 3% local tax). However, as Shenzhen Mindray is a manufacturing enterprise located in Shenzhen special
economic zone, the applicable income tax rate is 15% state tax and no local tax. Shenzhen Mindray is 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. Shenzhen Mindray also has been designated as
a �new and high technology enterprise,� and is therefore eligible to receive a special additional corporate income tax
holiday which represents a reduction in income tax of 50% resulting in a reduced tax rate of 7.5% for three years
beginning in 2004 through 2006. For 2007, we plan to apply for classification of Shenzhen Mindray as a key software
company, which would reduce Shenzhen Mindray�s corporate income tax rate from 15% to 10%. Shenzhen Mindray
has historically qualified as a key software enterprise in prior years, but did not apply for this reduced tax rate because
its corporate tax rate was lower in those years.
      Beijing Mindray 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 (15% state tax and no local tax).
      The additional tax that would otherwise have been payable without corporate income tax preferential treatment
totaled RMB7.8 million, RMB10.8 million, RMB18.1 million (US$2.3 million) and RMB21.5 million
(US$2.7 million) in 2003, 2004, 2005 and in the nine months ended September 30, 2006, respectively, representing a
reduction in basic earnings per ordinary share of RMB0.09, RMB0.13, RMB0.22 (US$0.03) and RMB0.27 (US$0.03)
in 2003, 2004, 2005 and in the nine months ended September 30, 2006, respectively.
      Pursuant to a PRC tax policy intended to encourage the development of software and integrated circuit industries,
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. The amount of the refund for this value-added tax included
in net revenues was RMB18.5 million, RMB24.6 million and RMB32.1 million (US$4.1 million) in 2003, 2004 and
2005, respectively. Beginning in 2006, our embedded self-developed software is no longer eligible for this
value-added tax refund due to changes in the types of software that are eligible for this tax refund. In the nine months
ended September 30, 2006, no value-added tax refunds were refundable on sales made during this period for
embedded self-developed software, compared with refunds of RMB22.7 million in the same period of 2005.
      We classify value-added tax refunds as �Other income� under segment reporting and include them in net revenues in
our consolidated statement of operations included elsewhere in this prospectus.
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      Our effective income tax rates in 2003, 2004 and 2005 were 6.8%, 5.6% and 7.8%, respectively. Our effective
income tax rates in the nine months ended September 30, 2005 and 2006 were 9.1% and 7.0%, respectively. The
higher effective income tax rate in the nine months ended September 30, 2005 was primarily due to higher
share-based compensation expenses during that period, which were not tax deductible.
      As a result of the pending lapse of reduced corporate income tax rates for Shenzhen Mindray and Beijing Mindray
and the loss of eligibility for value-added tax refunds for embedded, self-developed software, our historical operating
results may not be indicative of our operating results for future periods. See �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�.
      In December 2006, the PRC government officially submitted a draft new Enterprise Income Tax Law that would
impose a single income tax rate of 25% for most PRC domestic enterprises and FIEs. While we have not undertaken a
detailed analysis of the potential impact of the proposed Enterprise Income Tax Law on us, it could significantly
shorten the period in which we enjoy, or eliminate, our preferential tax treatment. The enactment of the Enterprise
Income Tax Law could adversely affect our financial condition and results of operations. See �Risk Factors � Risks
Related to Doing Business in China � The discontinuation of China�s dual tax system could adversely affect our
financial condition and results of operations�.
Results of Operations
      The following table sets forth our condensed consolidated statements of operations by amount and as a percentage
of our total net revenues for the periods indicated:

Year ended December 31, Nine Months ended September 30,

2003 2004 2005 2005 2006

% of % of % of % of % of
Total
Net

Total
Net

Total
Net

Total
Net

Total
Net

Amount Revenues Amount Revenues Amount Amount Revenues Amount Revenues Amount Amount Revenues

RMB RMB RMB US$ RMB RMB US$
(Unaudited) (Unaudited)(Unaudited)

(In thousands, except percentages)
Net revenues 460,254 100.0% 697,837 100.0% 1,078,573 136,459 100.0% 733,640 100.0% 1,037,624 131,278 100.0%
Cost of
revenues(1) (210,565) 45.7 (319,013) 45.7 (493,326) (62,415) 45.7 (331,632) 45.2 (467,088) (59,095) 45.0

Gross profit 249,689 54.3 378,824 54.3 585,247 74,044 54.3 402,008 54.8 570,536 72,183 55.0
Operating
expenses:
Selling
expenses (1) (61,322) 13.3 (92,177) 13.2 (146,499) (18,535) 13.6 (102,047) 13.9 (149,442) (18,907) 14.4
General and
administrative
expenses(1) (35,808) 7.8 (32,340) 4.6 (112,082) (14,180) 10.4 (96,354) 13.1 (43,102) (5,453) 4.2
Research and
development
expenses (1) (39,781) 8.6 (61,604) 8.8 (106,147) (13,430) 9.8 (72,004) 9.8 (103,175) (13,054) 9.9
Other general
expenses � � � � � � � � � 23 3 0.0
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Total
operating
expenses (136,911) 29.7 (186,121) 26.7 (364,728) (46,145) 33.8 (270,405) 36.9 (295,696) (37,411) 28.5

Operating
income 112,778 24.5 192,703 27.6 220,519 27,900 20.4 131,603 17.9 274,840 34,772 26.5
Other income
(expense)(2) (366) 0.0 (198) 0.0 11,045 1,397 1.0 (55) 0.0 7,083 896 0.7

Income before
income taxes
and minority
interests 112,412 24.4 192,505 27.6 231,564 29,297 21.5 131,548 17.9 281,923 35,668 27.2
Provision for
income taxes (7,624) 1.7 (10,758) 1.5 (18,066) (2,286) 1.7 (11,913) 1.6 (19,649) (2,486) 1.9
Minority
interests � � � � (8,409) (1,064) 0.8 1 � (6,456) (817) 0.6

Net income 104,788 22.8% 181,747 26.0% 205,089 25,947 19.0% 119,636 16.3 255,818 32,366 24.7
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(1) Share-based compensation charges incurred during the period related to:

Year ended December 31, Nine Months ended September 30,

2003 2004 2005 2005 2006

%
of

%
of % of % of % of

Total
Net

Total
Net

Total
Net

Total
Net

Total
Net

AmountRevenuesAmountRevenuesAmount AmountRevenuesAmountRevenuesAmount AmountRevenues

RMB RMB RMB US$ RMB RMB US$
(In thousands, except percentages)

Cost of
revenues � � � � 268 34 0.0 268 0.0 426 54 0.0
Selling
expenses � � � � 8,576 1,085 0.8 8,576 1.2 5,555 &nbsp
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