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CORPORATE INFORMATION ‘A &1& £}

DIRECTORS AND SUPERVISORS

Executive Directors

Mr. Zhang Hua Wei
Mr. Wang Yi

Mr. Gong Jian Bo
Mr. Xia Lie Bo

Non-executive Directors

Mr. Chen Xue Li
Mrs. Zhou Shu Hua
Mr. Christopher J. O'Connell

Independent non-executive Directors

Mr. Lo Wai Hung
Mr. Li Jia Miao

Mrs. Fu Ming Zhong
Mrs. Wang Jin Xia

Supervisors

Mrs. Bi Dong Mei
Mrs. Chen Xiao Yun
Mr. Long Jing

CORPORATE INFORMATION

Registered office and principal place of business
in the People’s Republic of China (the “PRC")

312 Shi Chang Road
Weihai

Shandong Province
PRC

Principal place of business in Hong Kong

801, Chinachem Century Tower
178 Gloucester Road

Wanchai

Hong Kong

Company secretary

Mrs. Wong Miu Ling, Phillis, ac/s
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Mr. Lo Wai Hung
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Mrs. Wang Jin Xia
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Mrs. Zhou Shu Hua

Corporate Governance Committee
Mr. Zhang Hua Wei

Mr. Lo Wai Hung

Mr. Li Jia Miao
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Mrs. Wang Jin Xia
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Shandong Weigao Group Medical Polymer Company Limited
(the "Company”) and its subsidiaries (together the “Group”)
is principally engaged in the research and development,
production and sale of single-use medical devices. The
Group has a wide range of products, which includes:
i) consumables (infusion sets, syringes, medical needles,
blood bags, pre-filled syringes, blood sampling products, and
other consumables); ii) orthopedic materials and iii) blood
purification consumables and equipment. The Company is
recognised as an industrialization base to commercialise
products developed by the State High-tech Research and
Development (863) Program, the State High-tech Enterprise
and the State Technology Center. The Group's main
production facilities is situated in Weihai City in Shandong
Province.

The Group is incorporated in the People’s Republic of China.
The Group has an extensive sales network comprising 24
sales offices, 30 customer liaison centers and 119 municipal
representative offices. As at the date of this report, the
Group has an total customer base of 4,960 (including 2,963
hospitals, 414 blood stations, 588 other medical units and
995 distributors).

The Group produces a wide range of products in following
major categories, namely:—

. Single use medical consumables and materials
(including infusion (transfusion) sets, syringes, blood
bags and blood component segregator consumable,
blood sampling products, prefilled syringes for pre-pack
medication and medical needles which mainly include
intravenous needles, syringe needles, intravenous
catheter needles, blood sampling needles and irregular
needles;

Il.  Orthopedic materials and instruments, including trauma
products of steel plates and screws, spinal implants and
artificial joints; and

lll. Blood purification consumables and equipment,
including puncture needles, extracorporeal blood
circuit for blood purification sets, dialyzers and related
consumables.
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On behalf of the board of directors (the “Board”) of
Shandong Weigao Group Medical Polymer Company Limited,
I would like to present the audited consolidated results of
the Group for the year ended 31st December, 2012 (the
“Year”). The Group’s results in 2012 have continued to
grow steadily, with prominent effect from the optimization
adjustment to product mix, which laid a foundation for our
future development.

For the year ended 31st December, 2012 (the “Year”),
the turnover of Shandong Weigao Group Medical
Polymer Company Limited (the “Company” and together
with its subsidiaries, the “Group”) was approximately
RMB3,689,115,000 (2011: RMB3,180,577,000), representing
an increase of 16.0% over the previous year. Net profit
attributable to the owners of the Company excluding
extraordinary items was approximately RMB1,024,441,000
(2011: RMB958,036,000), representing an increase of
approximately 6.9% over the previous year and the basic
earning per share was approximately RMB0.22.

Turnover BERE

Gross profit EH

Net profit attributable to the owners of T &ETH 58 B KA 2 &)
the Company excluding extraordinary DN SRR
items
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During the Year, facing the extensive restructuring on sales
and marketing system, the Group increased significantly sales
staff headcount and the investment in supporting market
channels. Such measures affected the revenue growth which
was below expectation. The Directors believe that the effect
of adjustment of marketing strategies of the Group will
gradually be felt in the coming quarters. During the Year,
the Group absorbed the impact of rising raw materials and
labour costs, and increased the gross profit margin to 57.3%
from 55.3% in the previous year.

During the Year, the performance of the Group in four
business segments was as follows:

(1) the turnover for consumables of the Group reached
approximately RMB3,063,636,000 for the year ended
31st December, 2012, representing an increase of
15.9% when compared with the previous year,

(2) the turnover of orthopaedic for the Year was
approximately RMB223,015,000, representing a
decrease of 8.4% when compared with the previous
year. The Distribution Joint Venture with Medtronic
in orthopaedic products contributed a net profit of
approximately RMB42,107,000 to the Group for the
Year, representing a decrease of 10.8% when compared
with the previous year;

(3) the turnover of haemodialysis consumables
and equipment for the Year was approximately
RMB402,464,000, representing an increase of
37.3% when compared with the previous year. Loss
attributable to Weigao Nikkiso (Weihai) Dialysis
Equipment Co., Ltd. (“Weigao Nikkiso"), which is
51% held by the Group, amounted to approximately
RMB4,401,000 (2011: RMB6,601,000); and

(4) Biosensors International Pte Ltd. (“Biosensors”), which
is 21.5% held by the Group, contributed approximately
RMB130,775,000 to the profit of the Group. Excluding
the extraordinary items, Biosensors contributed
approximately RMB172,269,000 to the profit of the
Group.
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CHAIRMAN'S STATEMENT &&=

ANNUAL GENERAL MEETING AND CLOSURE
OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
1 May 2013 to 31 May 2013 (both days inclusive), for the
purpose of determining shareholders’ entitlement to attend
the forthcoming annual general meeting (the “Annual
General Meeting”), during which period no transfer of
shares of the Company will be registered. In order to qualify
for attending the Annual General Meeting, shareholders
should ensure that all transfer documents, accompanied
by the relevant share certificates, are lodged with the
Company's branch share registrar, Tricor Standard Limited at
26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong for
registration no later than 4:30 p.m. on 30 April 2013.

In order to qualify for attending the annual
general meeting:-

Latest time to lodge in the transfer
instrument accompanied by the
share certificates

Closure of register of members of
the Company for attendance of
the annual general meeting

4:30 p.m., Tuesday,
30 April 2013

Wednesday, 1 May
2013 to Friday, 31
May 2013

Latest time to lodge in the reply slip  4:30 p.m., Friday, 10

May 2013

Date of annual general meeting Friday, 31 May 2013
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The Board has resolved to recommend a final dividend of
RMBO0.033 per share (inclusive of tax). The total amount
of final dividends to be distributed shall be approximately
RMB147,720,000, of which dividends paid to non-resident
corporate shareholders will be subject to the corporate
tax applicable on the PRC sourced income pursuant to the
PRC Corporate Income Tax Law and the Regulations on the
Implementation of the PRC Corporate Income Tax Law that
became effective on 1 January 2008 and the applicable
tax rate is 10%. The listed issuer will be responsible for
withholding the relevant amount of tax from the dividend
payment and the dividends to be received by the non-
resident corporate shareholders will be net of withholding
tax. The proposal to declare and pay the final dividend will
be submitted to the forthcoming Annual General Meeting to
be held on Friday, 31 May 2013. Final dividend for non-listed
shares will be distributed and paid in Renminbi whereas
dividend for H shares will be declared in Renminbi and paid
in Hong Kong dollars.

The register of members of the Company will be closed
from 8 June 2013 to 13 June 2013 (both days inclusive)
for the purpose of determining shareholders’ entitlement
to final dividend for the year ended 31 December 2012,
during which period no transfer of shares of the Company
will be registered. In order to qualify for entitlement of
final dividend, shareholders should ensure that all transfer
documents, accompanied by the relevant share certificates,
are lodged with the Company’s branch share registrar, Tricor
Standard Limited at 26/F, Tesbury Centre, 28 Queen’s Road
East, Hong Kong for registration no later than 4:30 p.m. on
7 June 2013.
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CHAIRMAN'S STATEMENT F/@EilE=

i

PROPOSED FINAL DIVIDEND AND CLOSURE BEEARHEEREENHERDE
OF REGISTER OF MEMBERS (continued) BEERFHE 5

In order to qualify to entitle the final dividend for &BFSEREREE_ZT——F+=8

the year ended 31 December 2012:- E+—HLEFEZKHER:
Latest time to lodge in the transfer 4:30 p.m., Friday, REBEXMER —T—=
instrument accompanied by the 7 June 2013 BEEREZ & ~NHALER
share certificates 1& BABR EHA)
TFEOK=1+25
Closure of register of members of the  Saturday, 8 RAARER®RP =%
Company for the entitlement of June 2013 to BELRNAEBEEHZE SNHANA
final dividend for the year ended 31 Thursday, —E-fF (EEHN)E
December 2012 13 June 2013 TZA=+t—H8H <—E—=
IFFEZ ~NA+=H
RNEIR BB RR (E8m)
Record date for entitlement of final Thursday, EEARERERSE —T—=
dividend 13 June 2013 Z s 8%k B 5 NAT=H
(E28m)
Despatch date of final dividend Friday, 5 July 2013 REREFERE —T—=
+AERA
(E8H)
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The Group is dedicated to becoming a leading medical
device manufacturer in Asia.

On 3 December 2012, the Company and Medtronic
International Ltd. (“Medtronic International”) had reached
an agreement to early terminate the distribution joint
venture in orthopaedic products (the "Distribution Joint
Venture”). As at the date of this report, the Distribution
Joint Venture had basically completed the liquidation and
dissolution procedures. The division and transfer of principal
assets, personnel, markets and business operation had been
completed. As affected by the dissolution, the Distribution
Joint Venture contributed approximately RMB42,107,000
to the net profit of the Group, representing a decrease of
10.8% when compared with approximately RMB47,224,000
of last year.

During the Year, Weigao Nikkiso (Weihai) Dialysis Equipment
Co., Ltd, a joint venture company with Nikkiso Co., Ltd., had
completed trial run of the equipment for its dialysis machine
production line, and obtained the product registration
certificate and commenced production in the fourth quarter
of 2012. The joint venture company produces haemodialysis
machines and provides after-sales services in China. Weigao
Blood will distribute haemodialysis machines produced by the
joint venture company in China market. The collaboration
leverages the complementary strengths of the two partners
and it has further strengthened the Group's competitive
position in the blood purification segment. It also lays a
solid foundation for the business expansion of the Group in
the blood purification market in China. Loss from Weigao
Nikkiso JV attributable to the Group for the twelve months
ended 31 December 2012 amounted to approximately
RMB4,401,000 (2011: RMB6,601,000).

During the Year, the Group established a strategic alliance
with Terumo Corporation and Terumo (China) Holding Co.
Ltd in peritoneal dialysis. Both parties jointly agreed to invest
RMB480,000,000 to establish a joint venture company to
engage in the production and sales of peritoneal dialysis
related devices in the PRC. Weigao Blood, a subsidiary of the
Company, holds 50% equity interests of the joint venture
company. As at the date of this report, the joint venture
company was at its preparatory stage.
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During the Year, facing the extensive restructuring on sales
and marketing system, the Group increased significantly sales
staff headcount and the investment in supporting market
channels. Such measures affected the revenue growth which
was below expectation. The Directors believe that the effect
of adjustment of marketing strategies will gradually be felt
in the coming quarters. During the Year, the Group absorbed
the impact of rising raw materials and labour costs, and
increased the gross profit margin to 57.3% from 55.3% in
the previous year.

1.

Consumables: the principal products segment of
the Group recorded a turnover of approximately
RMB3,063,636,000, representing an increase of 15.9%
when compared with the previous year.

The needle products of the Group recorded a turnover
for the Year of approximately RMB612,085,000,
representing an increase of 11.4% when compared with
the previous year. During the Year, with competition
intensified in the needle products segment, the Group
consolidated and restructured its distribution channel
for needle products, and established a professional
marketing team for needle products to enhance the
competitive position of the Group in the direct sale
channels to secure a larger market share. The Directors
believe that needle products will become one of the
important area for the on-going development of the
Company.

During the Year, the market development of the
Group's specialized infusion sets with dosage control
device and the infusion sets made of proprietary non-
PVC based material maintained a growth momentum.
Turnover of infusion sets of the Group amounted to
RMB1,129,038,000, representing an increase of 20.4%
over last year. The Directors believe that specialized
infusion sets with dosage control device and non-PVC
based infusion sets will have enormous development
potential in the PRC. The Group will continue to
consolidate its core competitiveness in this sector.
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During the Year, the glass tube production line for
pre-filled syringes was operating smoothly. The Group
has established a favourable position in the market.
Turnover of pre-filled syringes for the Year amounted
to approximately RMB158,586,000, representing an
increase of 25.4% when compared with last year. The
Company invested approximately RMB60,000,000 to
purchase a new production line for pre-filled syringes,
and the newly invested production line is expected to
formally put into operation in the third quarter of 2013.

The blood purification business of Weigao Blood, a
subsidiary of the Company, overcame the impact from
production capacity constraint and the Sino-Japanese
tension and achieved a rapid growth. During the Year,
Weigao Blood recorded a turnover of approximately
RMB402,464,000, representing an increase of 37.3%
when compared with last year. The second dialyser
production line purchased by the Group with an
investment amount of approximately RMB100 million
was put into operation and expanded its production
capacity. As at the date of this report, the Group
planned to invest RMB200 million to build the third
and fourth dialyser production lines to further expand
the production capacity to meet market demand. The
Directors expect that the blood purification business
will be an important direction and segment for future
development of the Group. Weigao Blood has already
obtained the approval from the government to operate
pilot haemodialysis centres independently. As at the
date of this report, Weigao Blood had established and
commenced operation of three haemodialysis centres.
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During the Year, affected by the early dissolution of the
Distribution Joint Venture, the turnover of orthopaedic
business was approximately RMB223,015,000,
representing a decrease of 8.4% when compared with
last year.

Biosensors International Pte Ltd. ("Biosensors”),
which is 21.5% held by the Group, contributed
approximately RMB130,775,000 (2011: approximately
RMB4,195,000) to the profit of the Group. Excluding
the extraordinary items, Biosensors contributed
approximately RMB172,269,000 (2011: approximately
RMB36,595,000) to the profit of the Group.

50% of equity interests in JW Medical held by the
Company was disposed of to Biosensors International
Pte Ltd. (“Biosensors”) during the year 2011. JW
Medical had no profit contribution to the Group during
the Year, whilst JW Medical contributed approximately
RMB 106,443,000 to the profit of the Group in 2011.

As result of the aforesaid measures in adjusting the
product mix, the percentage of turnover from high
value-added products (products with gross profit
margins of over 60%) of the Group to its total turnover
maintained at 45.8% (2011: 44.3%).

TEROEAAIRABENRN Y
2 FREBFRAEERALA
KR #223,015,00070 ' 8 £ F T [&
8.4% o

AN EHE21.5% MR ) N3
BREBERAR ([FMHEHEE])
ABASEMNFBERMORARK
130,775,000 (ZE——F 4 A&
AR #¥4,195,0000T) * TNEHE %A
BRFMEMARARNEBRNFEE
B4 A ANR#172,269,0000T (=
T——F 45 AR 36,595,000
JC) °

ARARFETHRBEEN2E50%%
EER - E——FFERNLETH
INERERBEBRAER AR ([#FinEm
Bl FR EREREEAEEDN
FEERAZS XFRAKEMNF
HEEY ARE106,443,0007T °

XU TERGEBRARBRENTE
FR - AEESHMNEESR (EF=E
FBiE60% ) 2 EE WAL EEWA
BB BEDLEFELS8% (ZF
—— % :443%) o
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For the twelve months ended 31st December 2012, product
registration certificates for 38 new products were obtained.
The research and development for 46 products were
completed for which applications for product registration
certificates are underway. The Group obtained 53 new
patents and 55 new patents are under application.

The strategy of placing strong emphasis on research and
development has enhanced the competitiveness and laid a
foundation for the Company to fully leverage on its customer
resources and provided the Group with new profit growth
drivers.

For the twelve months ended 31st December 2012, the
Group had over 240 product registration certificates and
over 210 patents, of which 34 were patents on invention.

In view of the need for the strategic adjustments to product
mix, the Group continued to increase the investment in the
research and development in existing products series and
new medical devices, so as to further improve its product
series and expand product range. The Group continued to
maintain its leading position in research and development
capability in China. For the twelve months ended 31st
December 2012, total research and development expenses
amounted to approximately RMB170,587,000 (2011:
RMB142,031,000), representing 4.6% (2011: 4.5%) of the
turnover of the Group.
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For the year ended 31st December 2012, the production HEZE-T——F+_-_A=+—HItFE"
volume of the Group's products as compared with last year is AEBSEAItLERMES M EEZFYH
as follows: LB

For the twelve months ended
31st December

B8E+-A=+—-H+=-fER

Increase/

(Decrease)

over

corresponding

Product Type Measurement unit 2012 2011 period

ERER HEEM —2—_F —T——F B[R HASE R %

%

Syringes 1,000 pieces 1,012,163 893,452 13.3%
paa ok T

Infusion (transfusion) sets 1,000 pieces 533,576 424,800 25.6%
Bi& ()28 T

Blood sampling products 1,000 pieces 191,547 175,957 8.9%
B 1M = S T

Intravenous catheters 1,000 pieces 58,832 50,856 15.7%
BE &t T

Pre-filled syringes 1,000 pieces 57,600 48,634 18.4%
AL 28 Fx

Blood bags 1,000 sets 26,384 22,918 15.1%
mEem TE

PVC granules Tons 16,797 13,817 21.6%

PVCHIL Mg

Orthopaedic products 1,000 sets 4,489 3,175 41.4%
BRI m TE

Haemodialysis consumables 1,000 pieces 2,406 1,605 49.9%
M F AL 7 Fx

During the Year, the Group continued to implement strategy A AN & B 4 48 & fi & o 45 18 1 B &
on product mix adjustment by increasing the proportion of B 12 & M INME = & b B - B 45 1K BT 0
high value-added products while decreasing the production B REREERNEE e EMREE
of low value-added products with low rate of returns. This  @E QB FENEER  SEEFAREH
enhanced the contribution rate for each type of products  FERERFIGE S -

and raised the overall profitability of the Company.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LB EEEEERSD FRAKRMNERE A
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The Group persisted to implement the strategy in integrating
its sales channels. It focused on product mix adjustment
and improved the efficiency of credit resources extended on
account receivables.

During the Year, the Group strengthened its sales
management system, integrated and restructured distributors
and customers. The Group focused its marketing resources
on the exploration and maintaining relationship with
hospitals from the grade-A of tier two or above ( —F
LA_E%PBT) . For the twelve months ended 31st December
2012, the Group newly added 12 hospitals while other
medical institutes and distributors decreased by 34 and 87
respectively. As at the date of this report, the Group has
a total customer base of 4,960 (including 2,963 hospitals,
414 blood stations, 588 other medical units and 995
distributors).

Sales comparison by geographical regions for the year when
compared with last year are set out as follows:

Eastern and Central EREER
Northern E3ld
Northeast Rt
Southern g
Southwest i
Northwest [isl4
Overseas g}

Subtotal NE
Distribution JV NEBEE N
Total Bt
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AEE RS HEREEA 2 HH BAR
B A 4 B AR MBS 3142 PR O
B o

FERN AEBR(ELTHESEER ¥
EEATEHERRE BEHEEREHTR
ERZFRU BRI HEEE-
BE-_ET——F+-_A=+t—H1t+=
BR BEFIG12RER  EMEBEEN
AT 34 - LESHPER A T 87K o AN TR
EFELE AEBNEFRE A4,960
% (BIEEPT2,963K - Muk414K - E &
BB BE (U588 K MO9SR 4L #H g ) o

EREMETRMENHEESL MRE
FHHEWMT

Increase/
(Decrease) over
corresponding

2012 2011 period
R
-5 —ZTF KR %
RMB’000 RMB'000
AR®MTRE  ARETZT %
1,271,083 1,003,799 26.6
799,911 720,116 1.1
453,210 411,122 10.2
322,303 289,810 11.2
311,331 273,832 13.7
116,839 90,139 29.6
198,066 160,694 233
3,472,743 2,949,512 17.7
216,372 231,065 (6.4)
3,689,115 3,180,577 16.0



The integration of sales channels has strengthened the
Group’s market penetration and influence over the direct
sales to high-end customers. It enhanced sales contribution
significantly and average sales per customer was increased
by approximately 18.5% when compared with 2011. It
continued to drive the higher product penetration to high-
end customers and is an important way to generate revenue
growth.

Adjustment in product mix was another important factor
in enhancing the results for the Year. During the Year,
the Group focused on sales and marketing of high value-
added products such as needle products, pre-filled syringes
and high valued added infusion sets. It has increased the
proportion of sales generated from high value-added
products. Sales revenue comparison of principal products
with that in 2011 is as follows:

For the twelve months ended
31st December

BEt-A=t-HLt-f@A

REMNES BRTAREEEHES®E
FENZEN FEN R TEEPH
BRE EEEPYOHERREFER
#18.5% - FEMERSHELNEMSE
T RAEENHRAEEN-—REETF

Be

EREBNRABRSRTFAREENS —
HEEZRZ FRAASEEHHEENH
an - FAFEIUEET B RS E BRI TR M
BEEMNHEENMTIZER EHMEEM
WAMERAZ PR R - 5 T B E M
EWAR FFHEBERMT

For the three months ended
31st December
HET-A=+—-HL=M@A

Increase/ Increase/

Product category EmER 2012 2011
g —T——%

RMB’000 RMB'000

ARBFR ARET:

Infusion sets HRE 1,129,038 937,652
Needles BRHHEN 612,085 549,263
Syringes LIk 530,805 469,694
Blood bags IEE 201,673 188,876
Pre-filled syringes ErRA S 158,586 126,492
Blood sampling products RifEm 71,316 61,127
PVC granules PVCHLE 67,455 63,896
Other consumables HER 292,678 246,990
Subtotal for single-use consumables — /T 15 2 M /)it 3,063,636 2,643,990
Orthopaedic products BRER 223,015 243,423
Blood purification consumables IR F (L FE# 288,571 192,780
Blood purification equipments MR F (k%4 113,893 100,384
Total @it 3,689,115 3,180,577

(Decrease) over
corresponding

(Decrease) over
corresponding

period 2012 2011 period
Bk KRS
EH% ZB-Z% _ET——F 125 %
RMB'000 RMB'000

% ARBTR ARETET %
20.4 256,920 249,829 2.8
114 123,544 141,669 (12.8)
13.0 121,970 122,914 (0.8)
6.8 55,181 57,982 (4.8)
25.4 26,590 21,593 23.1
16.7 17,056 17,684 (3.6)
5.6 18,621 16,371 13.7
18.5 70,485 74,313 (5.2)
15.9 690,367 702,355 (1.7)
(8.4) 9,611 68,061 (85.9)
49.7 91,172 59,373 53.6
13.5 38,122 24,669 54.5
16.0 829,272 854,458 (2.9)
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As at 31st December 2012, the Group employed a total of
8,935 employees. The breakdown by departments when
compared with last year is as follows:

Production FE

Sales and marketing HE RMIGHER
Research and development Bt 3%

Finance and administration B8 R ATIR
Quality control BEEd
Management B8

Purchasing R

Total #at

Save for the six employees (including the company secretary)
who are resided in Hong Kong and Europe, all the employees
of the Group are resided in Mainland China. During the
Year, total cost of salaries, welfare and social benefits of the
Group amounted to approximately RMB648,046,000 (2011:
RMB445,996,000).

The Group's remuneration policy has been determined
based on its performance, changes in the local consumption
power and competition in human resources market. The
remuneration policy so determined has become the basis
of determining the salary level of employees recruited
for different positions. The salary of each employee is
determined according to the employee’s performance,
ability, employment conditions and the salary standards set
by the Company. Remuneration of Directors is determined
by the Remuneration Committee with reference to the
operating results of the Company, personal performance
of the Director and market competition. The proposed
remuneration of Directors requires approval by shareholders
at annual general meeting.
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For the year ended 31st December, 2012, the Group
recorded a turnover of RMB3,689,115,000, representing
an increase of 16.0% over the previous financial year. Net
profit attributable to the owners of the Company excluding
extraordinary items was approximately RMB1,024,441,000
(2011: RMB958,036,000), representing an increase of
approximately 6.9% over the previous year.

Turnover LT
Gross profit E7
Net profit attributable RETHEFKRIE B
to shareholders excluding % BR FEAG 45 A

extraordinary items

The Group has maintained a sound financial position
during the Year. As at 31st December, 2012, the Group’s
cash and bank balance amounted to approximately
RMB1,297,856,000. For the year ended 31st December,
2012, net cash flow from operating activities of the Group
amounted to approximately RMB806,031,000. The Group
has maintained a sound cash flow position.

During the year under review, the Group repaid bank
borrowings of approximately RMB84,012,000 in total.
As at 2nd March, 2012, the Group had repaid in full the
borrowings from IFC.

Total interest expenses of the Group for the year ended 31st
December, 2012 were approximately RMB4,678,000 (2011:
RMB1,142,000).

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED IR E = EEE

BE-_Z——+-_RA=+—HILEE"
FELFEHER AR®3,689,115,000
TR E—HRFEEIER T716.0% ° &t
FBIRIEE M ARREE ABEAERL A
R #1,024,441,000 (Z =2 ——F : A
X #958,036,0007T) ' 8 = —F & £ Ft
#476.9% o

2012 2011 Growth
—g——f - & &
RMB’000 RMB'000
ARBTRE ARET %
3,689,115 3,180,577 16.0
2,112,420 1,760,116 20.0
1,024,441 958,036 6.9

REBRAFEE TR T A EARR -
RZEBE——F+-_A=+—H XxEEHR
© MIBTTHEHL B ARE1,297,856,000
Lo BE_ET——F+_A=+—HIF
B AEERKETHRESREFENAE
AR #806,031,0007T * IR& 7 E AR N2
@o

REBEFE  AEBEEREERITEROA
R#84,012,000c - M—_E——F=H—
H AEBEEDZ2HEEIFCAHER-

HEz—_ZT——-—F+-_A=+—8HL*=F
E - AEEMNANEBEZHBEBTHAEAR
4,678,000 (ZE——F: ARK
1,142,0007T) °
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As at 31st December, 2012, total net cash of the Group
amounted to approximately RMB1,297,856,000 (2011:
RMB1,767,226,000). The change in the total net cash was
mainly due to decrease in profit and increase in working
capital used in new production plant.

The Group’s purchases and sales are mainly conducted in
the PRC. All of its assets, liabilities and transactions are
denominated in RMB. For the year ended 31st December,
2012, the Group has not encountered any material
difficulty due to currency fluctuation nor shortage of its
own operating funds. For the twelve months ended 31st
December, 2012, the Group had no significant exposure to
foreign exchange fluctuation or hedging for such risk.

Due to the change in exchange rates, foreign exchange
gain equivalent to RMB29,719,000 for the year ended 31st
December, 2012 was recognized (2011: foreign exchange
loss equivalent to RMB15,906,000) by the Company.

On 21st April, 2011, the Company received a notice of
arbitration issued by the Hong Kong International Arbitration
Centre, which is related to the dispute in the contract with
ADJECT ApS for a maximum loss up to US$49,600,000.
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The ruling of arbitration was awarded on 5 March 2013. The
Board is of the view that it will not have a significant impact
on the Group after considering the following factors.

(a)

The Court of Arbitration dismissed the first claim made
by Adject and the consumption expenses were awarded
to Adject; and

Both parties will submit a statement for legal costs
to the Court of Arbitration, thereafter the Court of
Arbitration will make a final award for the legal costs
and interests. The Company has a strong merit that
Adject is required to pay for the legal costs of the
Company.

Save as disclosed above, the Group did not have any material
contingent liabilities as at 31st December, 2012.

According to the municipal planning of Weihai City,
the industrial zone of the Group’s medical consumables
production plant will be rezoned as commercial and
residential use. Hence, during the Year, the Group made
an investment of RMB959,694,000 on purchase of
land, production facilities and plant construction for the
purpose of the overall relocation of the industrial zone
of the Group's medical consumables production plant.

With the market demand and production capacity
planning on the blood purification consumables,
Weigao Blood had planned to invest a total of RMB200
million to build the third and fourth production lines.

Save for the above material investments and investment
plans, the Group had no material capital commitments or
any future plans involving significant investments or capital
assets acquisition as at 31st December, 2012, and there was
no material acquisition and disposal in any other subsidiaries
and associates during the Year.
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As at 31st December, 2012, the capital commitment of
the Group and the Company contracted but not provided
for in respect of the acquisition of property, plant and
equipment amounted to approximately RMB643,721,000
(2011: RMB435,076,000), of which the capital commitment
in relation to the re-location of plant amounted to
approximately RMB584,034,000. The above amounts will be
financed by the internal resources of the Group.

As at 31st December, 2012, the Group had pledged the
land use rights and buildings with a net book value of RMB
Nil (2011: RMB79,431,000) and pledged bank deposits of
RMB91,546,000 (2011: RMB107,472,000) to secure the bills
and banking facilities granted to the Group.

As at 31st December, 2012, total reserves of the
Group amounted to RMB8,463,356,000 (2011:
RMB7,754,354,000).

Under the PRC laws and regulations, the Company's
distributable reserves will be based on the lower of the
amount calculated according to the PRC accounting
principles and rules and the amount calculated according
to the Hong Kong generally accepted accounting principles.
As at 31st December, 2012, the distributable reserves of the
Company were approximately RMB2,038,346,000 (2011:
RMB1,464,994,000).
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According to items listed under “Use of Proceeds” in the REARR_-ZT——FREQEHHT

placing announcement issued by the Company in 2011 FIEREMRMIER
Planned Actual
investment investment

amounts for
fund-raised

amounts as at
31 December

projects 2012
REE
BRES —2-F

HE#®A t+ZRA=+-H
g (k4 ERRAGHE

RMB RMB
ARET ARETT
Construction of new production plantand ~ EERMEERERBEELERE
the purchase of production equipments DA 2 MR FAE BT A
for the production of dialysers 157,000,000 157,000,000
Construction of new production plantand ~ EEH4EERMEREELERE
the purchase of production equipments PAEEBEETRFEM
for the production of consumables for
peritoneal dialysis 156,000,000 80,000,000
Construction of new production plantand ~ EEFHEREREER
purchase of equipments for the DA B R PVCHYFT M R
production of new materials and
the application of which is replacing PVC 157,000,000 157,000,000
Construction of new production plantand ~ EERHMEEMENRBEELERE
the purchase of production equipments PAGE RFT MR E — IR I #E
for the production of single use 7]
consumables using new materials 80,000,000 80,000,000
Construction of new production plantand ~ EEH4EEMEREELERE
the purchase of production equipments PAAE B R AP 0 RO RR 4 R
for the production of equipments and
consumables for blood centers 80,000,000 80,000,000
Construction of new production plant and ~ EENEEME KB EEERE
the purchase of production equipments NEEBBLEERMREER
for the production of automated
production machinery and mouldings 80,000,000 14,045,000
Potential mergers and acquisitions AREEHERE
opportunities 200,000,000 -
Working capital REEeE: 545,800,000 545,800,000
1,455,800,000 1,113,845,000
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In 2012, facing the situation of accelerating expansion of
low and middle-end hospitals and intensifying competition
in medical device industry, the Group carried out extensive
restructuring on its sales and marketing organisation,
increased significantly its sales staff headcount, integrated
its client resources and increased the investment of its
channels. Such measures had led to the below expectation
revenue growth from disposable medical consumables
segment; Secondly, with the early dissolution of the
Distribution Joint Venture, revenue from the orthopaedic
products segment was experiencing a temporarily drop;
thirdly, the significant increase in the Group's labour costs
had squeezed its profitability. A combination of the impact
of such factors affected the growth rate of both revenue
and profit for the Year of the Group which was substantially
below expectation. However, the Directors believe the effect
of adjustment of marketing strategies of the Group will
gradually be performed in coming quarters.

Looking forward to 2013, the Company is of the view that
the progress and effect of the restructuring on sales and
marketing organisation will become a biggest challenge
for the Group. Meanwhile, the new factory relocation and
rising labour costs will continue to affect the profitability of
conventional products. In view of this situation, the Group
will place emphasis on the followings:

1. Continue to implement sales restructuring on marketing
aspects, enhance the efforts in training marketing
personnel, integrate the resources of direct selling
customers, facilitate the optimization management on
distributors, increase the investment in the middle-end
market channels to improve the sales network coverage
of the Group and market share of its product lines, and
thereby consolidate and expand its market share;

2. Continue to intensify more efforts on research
and development of new products to facilitate the
adjustment of product sales mix; carefully organise and
co-ordinate such arrangement to complete the new
factory relocation smoothly; continue to increase the
investments in technological improvement, and increase
automation standard with an objective of assimilating
the pressure from increase in costs in relocation of new
factory and rising labour costs.
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3. The Group will speed up the study and implementation
of the long term incentive scheme for employees to
share the success of the Group. The Group will continue
to offer competitive salary and fringe benefits packages
to retain and expand the work force.

4. Continue to focus on domestic market. Leverage on
the stable development of domestic market to backup
the long term process of developing and expanding
overseas market to gradually expand the international
market share of existing products. Fully capitalise on
the customer resource strengths in the PRC high-end
market, through international collaboration by ways
of joint venture, co-operation, technology transfer,
acquisitions and mergers, introducing technologies and
further expanding product categories to consolidate the
competitive strengths of the various product lines of the
Company.

5. Strengthen the strategic management, in particular with
blood purification business as a foundation, strategically
expanding into the medical service sector and new
product lines to counteract the policy risk and pressure
from competition.

With the implementation of the sales restructuring strategy
of the Group and the launching of more upgraded products
and new product series, gradual easing of production
capacity constraint, the management believes that the Group
will continue to consolidate its leading position in the PRC
market. The Group and its employees are confident to face
new challenges.
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To all shareholders:

The Supervisory Committee (the “Supervisory Committee”)
of Shandong Weigao Group Medical Polymer Company
Limited, in compliance with the relevant requirements of
the Company Law and the Articles of Association of the
Company, has conducted its work in accordance with the
fiduciary principle, and has taken up an active role to work
seriously and with diligence to protect the interests of the
Company and its shareholders.

During the Year, the Supervisory Committee had reviewed
cautiously the development plans of the Company and
provided reasonable suggestions and opinions to the Board.
It also strictly and effectively monitored and supervised the
Company’s management in making significant policies and
decisions to ensure that they are in compliance with the
relevant requirements of the Company Law and the Articles
of Association of the Company, and in the interests of its
shareholders.

We have reviewed and agreed to the report of the Directors,
audited financial statements and the dividend to be
proposed by the Board for presentation at the forthcoming
annual general meeting. We are of the opinion that the
Directors, the chief executive officer and other senior
management of the Company are able to strictly observe
their fiduciary duty, to act diligently, to exercise their
authority faithfully in the best interests of the Company and
to work in accordance with the Articles of Association of
the Company. The transactions between the Company and
connected parties are in the interests of the shareholders as
a whole and under fair and reasonable price.

As of today, none of the Directors, chief executive officer
and senior management staff had been found to have
abused their authority, damaged the interests of the
Company or infringed upon the interests of its shareholders
and employees. None of them was found to be in breach of
any laws and regulations or the Articles of Association of the
Company.
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The Supervisory Committee is satisfied with the achievement
and cost-effectiveness of the Company in 2012 and has
great confidence in the future prospect of the Company.

By Order of the Supervisory Committee
Shandong Weigao Group Medical Polymer
Company Limited

Bi Dong Mei

Chairman of Supervisory Committee

Weihai, Shandong Province, the PRC

25th March, 2013
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The Board of Directors of the Company recognize the
importance of incorporating elements of good corporate
governance in the management structures and internal
control procedures of the Group so as to achieve effective
accountability. This report outlines the principles and the
code provisions of the Code on Corporate Governance
Practices (the “Code”) contained in the Listing Rules, which
have been adopted by the Group since its listing on 28th
February, 2004.

The Company has adopted the Model Code as set out
in Appendix 10 of the Listing Rules as the standard for
securities transactions by Directors. The Company has made
enquiries of all the Directors and all the Directors confirmed
that they have complied with the required standards set
out in the Model Code and its code of conduct regarding
directors’ securities transactions throughout the year of
2012.

The following summarizes the corporate governance
practices of the Company:

The Board take responsibility to oversee all major matters
of the Company, including the formulation and approval
of overall business strategies, internal control and risk
management systems, and monitoring the performance of
the senior management. The management is responsible for
the daily operations of the Group under the leadership of the
CEO. The Directors have the responsibility to act objectively
in the interests of the Company.
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COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

(continued)

The Board of Directors (continued)

Currently, the Board comprises 11 Directors, including four
executive Directors, three non-executive Directors and four
independent non-executive Directors. The Directors as at
31st December, 2012 are:

Executive Directors:

Mr. Zhang Hua Wei
Mr. Wang Yi
Mr. Gong Jian Bo
(appointed on 18th March, 2013)
Mr. Xia Lie Bo
(appointed on 18th March, 2013)

Non-executive Directors:

Mr. Chen Xue Li

Mrs. Zhou Shu Hua

Mr. Christopher J. O'Connell
(appointed on 21st May, 2012)

Independent non-executive Directors:

Mr. Lo Wai Hung
Mr. Li Jia Miao
Mrs. Fu Ming Zhong
Mrs. Wang Jin Xia
(appointed on 21st May, 2012)
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In compliance of Rule 3.10(1) of the Listing Rules, the
Board currently comprises four independent non-executive
Directors. Pursuant to paragraph 12B of the Appendix 16
of the Listing Rules, each of the independent non-executive
Directors has confirmed by annual confirmation that he/she
has complied with the independence criteria set out in Rules
3.13 of the Listing Rules. The Director consider that all
four independent non-executive Directors are independent
under these independence criteria and are capable to
effectively exercise independent judgment. Amongst the four
independent non-executive Directors, Mr. Lo Wai Hung has
the appropriate professional qualifications and accounting
and related financial management expertise required under
Rule 3.10 (2) of the Listing Rules.

The Company adopts the practice of holding board meetings
regularly for at least four times a year at approximately
quarterly intervals. Ad-hoc meetings will also be convened
if necessary to discuss the overall strategy as well as the
operation and financial performance of the Group. Notice of
board meeting will be sent to all Directors at least 14 days
prior to a regular board meeting. Reasonable notice will be
given to Directors for ad-hoc board meetings. Directors may
participate either in person or through electronic means of
communications.

The Company will adopt the practice to provide relevant
materials to all the Directors relating to the matters
brought before the meetings. All the Directors will be
provided with sufficient resources to discharge their duties,
and, upon reasonable requests, the Directors will be able
to seek independent professional advice in appropriate
circumstances, at the Company’s expenses. All Directors will
have the opportunity to include matters in the agenda for
Board meetings.
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Number of Board meetings held during the year 2012: 5.

The attendance of each Director at Board meetings during
the year ended 31st December, 2012 was as follows:

Executive Directors
Mr. Zhang Hua Wei
Mr. Wang Yi
Mr. Miao Yan Guo
(resigned on 27th December, 2012)

Mr. Wang Zhi Fan
(resigned on 27th December, 2012)

Mr. Wu Chuan Ming
(resigned on 27th December, 2012)

Non-executive Directors
Mr. Chen Xue Li
Mrs. Zhou Shu Hua
Mr. Li Bing Yung
(resigned on 31st December, 2012)

Mr. Christopher J. O'Connell
(appointed on 21st May, 2012)

Independent non-executive Directors
Mr. Lo Wai Hung
Mr. Li Jia Miao
Mrs. Fu Ming Zhong
Mrs. Wang Jin Xia
(appointed on 21st May, 2012)
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Minutes of the Board and the committee meetings are
recorded, and draft minutes and final version are submitted
to Directors for review within reasonable time after the
meetings, normally 14 days after the meetings.

Secretary of the Board assists the chairman to establish
meeting agenda, and each Director may request inclusion of
items in the agenda.

Matters on transactions where Directors are considered
having conflict of interests or material interests will not
be dealt with by way of written resolutions. The Directors
concerned can express views but will not be counted in the
quorum of meetings and shall abstain from voting on the
relevant resolution(s).

All Directors have access to the company secretary who
is responsible for ensuring that the Board procedures are
complied with, and advising the Board on compliance
matters.

Minutes of the Board and the committee meetings are kept
by the company secretary and are open for inspection by
Directors.

Under provision A2.1 of the Code, the roles of the Chairman
and the CEO should be separate and should not be
performed by the same individual. Mr. Chen Xue Li is the
Chairman of the Board and a non-executive Director who is
not involved in the day-to-day management of the Group’s
business. Mr. Zhang Hua Wei is the CEO of the Company and
an executive Director of the Company.

The Chairman of the Board is appointed by the Board itself,
who is responsible for the leadership of effective operation
of the Board, and ensuring that all major and appropriate
issues are discussed by the Board on a timely basis and in a
constructive manner. The CEO is appointed by the Board. He
is responsible for the management of daily operations of the
Company and the implementation of the strategies and plans
determined by the Board.

ANNUAL REPORT 2012 %

ExehZBeeRBAR Mk
ERESEROERSREERHEA (—
MRAEETHARN) XREZERH-

ESeNERDEIERESEZR ME
ERAERAERERNMAZESE-

HREFHRARFENSORABERE
AEENRZEE BT RBEERE
EhARE - FHRESIAES LRER
RO-BAEFASHEEAR LARE
BRBENERR-

FERESERHER-

EXESNZEBECRNERCHTAR
AWERT MEFAERERHN-

IR RIS A2 RIS EBRITHAR
3 9 B EL TG — A LB E - IR
BAEAEAEEEERRIATES
BT RS RAREEHHEHESR R
BB ARA AT RBHERA L AH
TEE

EXgIRMEEEETRME REEE
E=g UHEHAWERE RANBRES
SUER R AERREN T ATWAE X
ENEENFTHR-TREHBESESZ
T A ERARRNBEEEBUNAT
EESEEMB LGS -



The executive Directors and non-executive Directors
possess administrative leadership, diversified knowledge
and extensive management experience in the industry. The
independent non-executive Directors possess extensive
knowledge, experience and judgment in different areas.
The Board will seriously consider the objective views of the
independent non-executive Directors for making decisions,
and regard this as an effective guidance for the Group’s
business direction.

Each of the Directors of the Company has entered into a
service contract with the Company for a specific term of
three years, and are subject to retirement by rotation and re-
election in accordance with the Articles of Association of the
Company.

The Company has not experienced any casual vacancy
for members of the Board. In the event that there is such
circumstance, the Director appointed to fill a casual vacancy
should be subject to election by shareholders at the first
general meeting after his appointment.

The Board selects and nominates Director candidates based
on whether they possess the skills and experience needed for
the Group's development.

The Company has not set up a nomination committee, the
Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant
procedures for nomination and appointment of directors,
monitoring the nomination of directors and assessing the
independence of independent non-executive directors of the
Company.
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The Board manages the business of the Company on behalf
of its shareholders. The Directors consider that they are
obliged to fulfill their responsibilities in a prudent, diligent
and faithful manner, so as to create value for shareholders
and safeguard the best interests of the Company and its
shareholders.

Remuneration Committee

The Company established a remuneration committee on
12th August, 2005 in accordance with the requirement
of the Code. The remuneration committee comprises four
independent non-executive Directors, namely Mr. Lo Wai
Hung, Mr. Li Jia Miao, Mrs. Fu Ming Zhong, Mrs. Wang Jin
Xia and a non-executive director, Mrs. Zhou Shu Hua.

The remuneration committee has reviewed the remuneration
policy, the performance and the remuneration of executive
Directors and members of senior management, the existing
terms of service contracts of the executive Directors. The
objective of the remuneration policy is to ensure that the
Company is able to attract, retain and motivate high-caliber
staff, which is vital to the success of the Company.

In reviewing and determining the remuneration packages of
the executive Directors and members of senior management,
the remuneration committee considers their responsibilities,
skills, expertise and contribution to the Group’s performance
and whether remuneration packages are competitive and
sufficient to ensure that the Group is able to attract and
retain the best available executive talent.
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COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

(continued)

Remuneration of Directors and Senior
Management (continued)

Remuneration Committee (continued)

Remuneration of Directors is subject to annual assessment
and recommendation by the Remuneration Committee to the
Board for further review and approval, which subsequently
subject to shareholders’ approval at annual general meeting.
The primary goal of the remuneration policy on executive
Directors remuneration packages is to enable the Company
to retain and motivate executive Directors by linking their
compensation with performance as measured against
corporate objectives. Under the policy, a Director is not
allowed to approve his own remuneration.

During the Year, one meeting has been held by the
remuneration committee. All members of the remuneration
committee attended the meeting during which the
responsibilities of the remuneration committee were defined
and matters such as the remuneration policy, incentive
mechanism of the Directors and senior management
of the Group were reviewed. The chairman of the
remuneration committee reports the findings and provides
recommendations to the Board after each meeting.
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Nomination Committee

The Company established a nomination committee on 21st
May, 2012. in accordance with the requirement of the Code.
The nomination committee comprises Mr. Lo Wai Hung, Mr.
Li Jia Miao, Mrs. Fu Ming Zhong, Mrs. Wang Jin Xia and Mrs.
Zhou Shu Hua. The chairman of the nomination committee is
Mr. Lo Wai Hung. The terms of reference of the nomination
committee have been defined . The principal duties include:—

—  to review the structure, size and composition (including
the skills, knowledge and experience) of the Board
at least annually and make recommendations on any
proposed changes to the Board to complement the
Company’s corporate strategy.

—  to identify individuals suitably qualified to become
Board members and select or make recommendations to
the Board on the selection of individuals nominated for
directorships.

— to assess the independence of independent non-
executive directors.

— to make recommendations to the Board on the
appointment or re-appointment of directors and
succession planning for directors, in particular the
chairman of the Board and the chief executive.

The Nomination Committee provided with sufficient
resources to perform its duties and shall have access to
independent professional advice if necessary. All members
of the Nomination Committee have access to the advice
and services of the company secretary, and separate and
independent access to the Company’s senior management
for obtaining necessary information.
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Corporate Governance Committee

The Company established a corporate governance committee
on 30th May 2013. The corporate governance committee
comprises Mr. Zhang Hua Wei as the chairman of the
committee and Mr. Lo Wai Hung, Mr. Li Jia Miao, Mrs. Fu
Ming Zhong and Mrs. Wang Jin Xia as members. The terms
of reference of the corporate governance committee have
been defined. The principal duties include:—

(@) to develop and review the Company’'s policies
and practices on corporate governance and make
recommendations to the board;

(b) to review and monitor the training and continuous
professional development of directors and senior
management;

() to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct
and compliance manual (if any) applicable to employees
and directors; and

(e) to review the Company’s compliance with the code and
disclosure in the corporate governance report.

The Corporate Governance Committee will be provided
with sufficient resources to perform its duties and shall have
access to independent professional advice if necessary. All
members of the Corporate Governance Committee will have
access to the advice and services of the company secretary
and separate and independent access to the Company’s
senior management for obtaining necessary information.
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All Directors are provided with explanations and information
by the management of the Company so as to enable them to
have discussions and make assessment at Board meetings.

All Directors acknowledge the responsibility for the
preparation of its accounts, with the responsibility statement
in respect to the financial reports made by the Directors set
out in this annual report. The auditors have also made a
statement about their responsibilities in the auditor’s report.

The Board presents a comprehensive, balanced and
understandable assessment on the position and prospects of
the Group in all shareholder communications.

Directors are responsible for reviewing the internal control
and risk management system of the Company periodically to
ensure its effectiveness and efficiency. With the support of
the internal audit department, they will review the practices,
procedures, expenditure and internal control of the Company
and its subsidiaries on a regular basis. The management will
regularly monitor the concerns as reported by the internal
audit department to ensure appropriate remedial measures
have been implemented. The Board or senior management
can also request the internal audit group to review the
specific scope of concerns and report the significant findings
of such review to the Board and the audit committee.

The Board has conducted a review of the effectiveness of the
system of internal control of the Group.

The Board has considered the adequacy of resources,
qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their
training program and budget.
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The audit committee of the Company comprises four
independent non-executive Directors, namely Mr. Lo Wai
Hung (chairman of the audit committee), Mr. Li Jia Miao,
Mrs. Fu Ming Zhong, Mrs. Wang Jin Xia and a non-executive
Director, Mrs. Zhou Shu Hua. The terms of reference of the
audit committee have been clearly defined. Its principal
responsibilities include:

—  To be primarily responsible for making recommendations
to the Board regarding the appointment, reappointment
and removal of external auditors; to formulate the
remuneration and terms of engagement of external
auditors and to propose the Board to submit the
same at the general meeting for consideration. To
approve the remuneration and terms of engagement
of the external auditors when the general meeting is
authorizing the Board to determine the remuneration
of the auditors; and to address any questions regarding
the resignation or retirement of that auditor.

—  To review and oversee the independence and objectivity
of engaging external auditors and the effectiveness
of the audit process in accordance with applicable
standards. The Committee shall discuss with the
auditors regarding the nature and scope of the
audit and the relevant reporting obligations before
commencing the audit.

—  To develop and implement policy in engaging external
auditors to provide non-auditing services. For the
purpose of this requirement, external auditors includes
any entity that is under common control, ownership
or management with that audit firm or any entity that
a reasonable and informed third party knowing all
relevant information would reasonably conclude to be
part of the audit firm domestically or internationally.
The Committee shall report to the Board, in respect
of any matters in which it considers that an action or
improvement is needed and to make recommendations
as to the steps to be taken.
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—  To monitor the completeness of the financial statements

of the Company and the annual report and accounts
and half-year report and quarterly report of the
Company and to review the significant opinion of the
respective financial reporting contained therein. In this
regard, in reviewing the relevant statements and reports
of the respective annual report and accounts, half-year
report and quarterly report of the Company before
submitting the same to the Board.

— To oversee the financial reporting system and internal

control procedures of the Company.

During the Year, the audit committee has convened four
meetings, at which, they have primarily discussed and
reviewed the quarterly, interim and annual results and have
discussed and considered the internal control procedures of
the Group. The attendance of each Director is set out below:

- EBEREARANPBRERMANREF
EHRENER ¥FERELFE
BENTRBE TEHRRLERE
EERUVBHRENEARR &
EH ZEEEMNEFERRA
BARRFERELER ¥5E
BENFTERSANEHNB BRI N

HE o

— EEALANBRRNERNBE

RAFE BEZEZEGHARMNAESE

ALE%J REEMEE HPHRFEE
W ASRBERNIEIEREFET T 5

Eﬁiﬁu CBREEHMHEENT

Attendance
in 2012
R-B——%
B HH %
(%)
Independent non-executive Directors BIUAFRTES
Mr. Lo Wai Hung EEEEE 100%
Mr. Li Jia Miao FPREFE 100%
Mrs. Fu Ming Zhong Hﬁﬂﬁqﬁ:t 50%
Mrs. Wang Jin Xia FiRE
(appointed on 21st May, 2012) (EA*T—_EEH:—F—E
%) 100%
Non-executive Director FERITES
Mrs. Zhou Shu Hua JERE 2+ 100%

The scope of responsibilities of the audit committee is
available on the websites of Company and the Stock
Exchange of Hong Kong Limited.

ANNUAL REPORT 2012 %

ERZEeNRESEAIRARRLE
BHERXZMBERARBIEER-



There was no disagreement between the audit committee
and the Board in respect of the selection, appointment,
resignation or removal of external auditors during the year of
2012.

The audit committee can consult independent professional
advice in accordance with stated procedures at the expense
of the Company.

In 2012, the audit fees paid to the external auditors by the
Company was approximately RMB3,046,000.

The Board should assume the responsibility for the leadership
and monitoring of the Company, and is collectively
responsible for promoting the success of the Company. The
responsibilities of the Board are defined explicitly in the
Articles of Association of the Company.

(1) to be responsible for convening shareholders’ meetings
and report on its work at shareholders’ meetings;

(2) to implement the resolutions passed at shareholders’
meetings;

(3) to determine the business plans and investment plans of
the Company;

(4) to formulate the annual fiscal budgets and final
accounts of the Company;

(5) to formulate profit distribution proposals and loss
recovery proposals of the Company;

(6) to formulate proposals for increasing or reducing of the
registered capital of the Company and proposals for
issue of debentures of the Company;

(7) to draft proposals for the merger, division and

dissolution of the Company;
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(8) to determine the establishment of the internal
management bodies of the Company;

(9) to appoint or dismiss the general manager of the
Company, and to appoint or dismiss the deputy general
manager and other senior management, including
the person in charge of finance, pursuant to the
recommendations of the general manager, as well as to
determine their compensations;

(10) to formulate the basic management system of the
Company;

(11) to formulate proposals for amendments to the Articles
of Association of the Company; and

(12) to exercise other functions as stipulated by the articles
of association or granted by the shareholders’ meetings.

The Board has granted authority to the chief executive
officer to implement the following strategies and to be
responsible for the day-to-day operation:

(1) to be in charge of the management of production and
operation and to organize the implementation of the
resolutions of the Board;

(2) to organize the implementation of the annual business
plans and investment plans of the Company;

(3) to draft proposals for the establishment of internal
management bodies of the Company;

(4) to draft the basis management system of the Company;

(5) to formulate the basic rules and regulations of the
Company;

(6) to propose the appointment or removal of the deputy
general manager and other senior management,
including the person in charge of finance, of the
Company;
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(7) to appoint or dismiss the management personnel other
than those required to be appointed or dismissed by the
Board; and

(8) to exercise other functions granted by the Articles of
Association and the Board.

The chief executive officer grants authorisation to chief
financial officers, and senior management within his terms of
reference.

The Board is supported by three committees, namely
the audit committee, the remuneration committee and
nomination committee. Each of the committees has its
defined terms of reference covering its duties, rights and
functions. The chairmen of the respective committees report
to the Board regularly and make recommendations on
matters discussed as appropriate.

Separate resolutions are proposed at general meetings on
each substantially separate issue, including the election of
individual Director.

The shareholders’ meeting provides an effective forum
for shareholders to exchange views with the Board. The
chairman, together with the chairmen or members of
the audit committee, the remuneration committee and
nomination committee are available to answer shareholders’
questions.

The procedures demanding for a poll and the rights of
shareholders to demand for a poll are included in the notice
of shareholders’ meeting and the accompanying circular.
The relevant procedures are explained at the shareholders’
meetings.

The external auditor has been appointed as the scrutineer to
ensure the votes cast are properly counted and recorded.

The results of the poll have been posted on the websites of
the Stock Exchange of Hong Kong Limited and the Company
on the business day following the meeting.
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Furthermore, the Company continues to enhance the
ongoing communications amongst the shareholders,
investors and analysts, including:

e  establishing specialized bodies and employing staff to
serve investors and analysts and answer their relevant
questions;

e arranging site visits to the production bases of
the Company in order to keep them abreast of
the operations and the latest developments of the
Company;

e collecting and analyzing, in a timely manner, the
respective opinions and recommendations on the
operations of the Company given by securities
analysts and investors and compiling them into reports
periodically, and selectively adopting them in the
operations of the Company;

e providing relevant information, including introduction
to the Company, the Board and corporate governance,
results of the Company, financial summary, marketing
materials of the Company and press releases on the
website of the Company; and

e taking the initiative to communicate with various
parties, particularly following the announcement of
interim, annual results and substantial investment
decisions, organizing briefings, press conferences and
one-on-one interviews with investment institutions.
Besides, the Company also regularly communicates with
investors on a one-on-one basis.
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Mr. Zhang Hua Wei, aged 49, is the vice chairman and
general manager of the Company and vice chairman of
Weigao Holding Company Limited (“Weigao Holding”). Mr.
Zhang studied politics and economics at the Weihai Campus
of Shandong University from 1996 to 1998. Mr. Zhang was
the deputy factory director of Weigao Holding from 1988 to
1998, and has been the general manager of Weigao Holding
since 1998. Mr. Zhang joined the Company in December
2000.

Mr. Wang Yi, aged 53, is an executive Director and deputy
general manager of general affairs of the Company. Mr.
Wang studied Business Administration at the Shandong
Cadres Distance Learning University from 1994 to 1997. He
joined Weigao Holding in 1988 and was production director
from 1988 to 1989, head of the No. 2 branch of Weigao
Holding from 1989 to 1992 and manager of the No. 3
branch of Weigao Holding from 1992 to 2004. Mr. Wang
joined the Company in December 2000.

Mr. Gong Jie Bo, aged 45, is an executive Director
of the Company and the general manager of Shandong
Weigao Orthopaedic Device Company Limited ("Weigao
Orthopaedic”). Mr. Gong graduated from & N T & # 5 &= 2
. (Changzhou Wulin Qian Huang College*) in 1987. Prior
to joining the Company, Mr. Gong joined &M MR # % =
EE WM (Changzhou Wujin The Third Medical Device
Factory*) (“Changzhou Wujin”) in 1988. He served as an
assistant to the factory director and worked in technical and
sales departments and was subsequently promoted to factory
director in 1993. Changzhou Wuijin is principally engaged
in the research and development, sales and production
of medical devices in China. Mr. Gong joined Weigao
Orthopaedic in February 2005. Mr. Gong has over 20 years
of valuable experience in medical device industry in China.

*  For identification purposes only (£ {5 5l
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Mr. Xia Lie Bo, aged 35, is an executive Director of the
Company and the general manager and the chairman of
Weihai Weigao Blood Purification Products Company Limited
("Weigao Blood Purification”). Mr. Xia graduated from 2
B e EHERIER (Ningbo Advanced Technical College*)
in 1998. Prior to joining the Company, Mr. Xia served as
a management trainee in the quality control division in 2
Wan R EEEM AR QA (Ningbo Yatai Medical Device
Company Limited*) (“Ningbo Yatai”) since August 1998.
Ningbo Yatai is a sino-foreign joint venture company
which is principally engaged in research and development,
manufacture and sale of plasma segregator and blood lavage
set. Mr. Xia subsequently joined /L FIRFHEEEEWE
FR A 7] (Zhejiang Yu Huan Wei Kang Medical Equipment
Company Limited*) (“Yu Huan”) in November 2000 and
was responsible for strategic planning and management
in Yu Huan which is principally engaged in research and
development of protein A-based immune absorption column
in China. In April 2002, Mr. Xia joined JT /IR 8 & ¥Rl A
FR A &) (Zhejiang Ke Rui Biotech Company Limited*) which
is principally engaged in research and development of blood
purification related products and he was responsible for
overall business management. In May 2003, Mr. Xia joined as
a project manager in /8 M B ESEM AR 2 A (Shanghai
Hoxen Company Limited*) which is engaged in distribution
of renal failure treatment equipment and blood purification
therapy instrument in China. Mr. Xia joined Weigao Blood
Purification in October 2004. Mr. Xia has over 10 years of
valuable experience in operation and management in blood
purification industry in China.

*  For identification purposes only (£ {5 5l
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Mr. Chen Xue Li, aged 61, is the Chairman of both the
Company and Weigao Holding. Mr. Chen founded Weigao
Holding in 1988, and was the head of it from 1988 to
1998, Mr. Chen has been elected as the chairman of the
Company since December 2000. He received the award of
Entrepreneur of Weihai Economy Development in June 2003.

Mrs. Zhou Shu Hua, aged 56, is a non-executive Director
of the Company and financial deputy general manager of
Weigao Holding. Mrs. Zhou studied Business Administration
at the Weihai Campus of Shandong University from 1999 to
2001. Mrs. Zhou joined Weigao Holding in 1989 and held a
number of positions such as head of the finance division in
the finance department, manager of the finance department
and deputy general manager of Weigao Holding.

Mr. Christopher J. O’Connell, aged 46, is a non-
executive Director of the Company. Since joining Medtronic
Inc. (“Medtronic”) in 1994, Mr. O'Connell served as Senior
Vice President and President of the diabetes business of
Medtronic, based in Northridge, California. From 2005 to
2006, he served as President of Medtronic Physio-Control,
based in Redmond, Washington. Mr. O'Connell has also
held key leadership positions in Medtronic’s cardiac rhythm
disease management business, including Vice President of
Sales and Marketing, and Vice President/General Manager of
the Patient Management Business. In addition, Mr. O'Connell
led key corporate functions as Vice President of Corporate
Strategy, and Director of Investor Relations. Before joining
Medtronic, Mr. O’Connell worked for the corporate finance
unit of Chemical Bank. Mr. O'Connell earned a bachelor’s
degree from Northwestern University in 1989 and a master’s
degree in business administration from Harvard University
in 1994. Mr. J.O" Connell was appointed as a non-executive
Director of the Company on 21st May, 2012.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED IR E = EEE

MBHEE 615 ARAI KBS EHE
EER-REER-—ANNFRILZES
S8 ZERSEETE (—NANANEE
—NANANF) REEB-TTTF+
AREESARREER R_TT=F
NAREBESTEREBARNERE
L

BARELL 5657 ARFIFFRITEER
B E BRI - R — NN NE
E_ZT—FHEILURKREF G RIEE
ITEER ALt -/ \NENARS
E8 FIRsEBUHEMTBRE B
EE BN IS BB IB SR -

Christopher J. O'Connell¥% % ' 46
B ANRRZIERMITEERE - BN — LN
F N B Medtronic, Inc. ([EZ )8
O'Connell ¥t A Y& E 3= 20 ) B N F 48 F 8
Northridgel /R 7% ¥ 7% 2 = R 2 B & &
BH - RN_EERFE_FTTNFHH
18 #& (T Bt % 5% TARedmond 2 Medtronic
Physio-Control.Z # % © O'Connell 5t 2 75
BREFNZOHEEGEEREBEGIE
TEEZFEERE RREHEELAMISGERE
BIBRHERATEER 2B B
I o ik 40 - O'Connell o AR AP ¥R BEE]
BYNKEEBRESEEETE N A
BE - AN AEZ AT - O'Connell o A& A1
THRITZ R AW FEMER - O'Connell
EER—N/\NFEAILKRERFE L
B WR— W NWUFEERFREEST
EEIEETEA . O'Connelllt AR —F
——HFRA-_t+—HEZTAARAZ
EHITESE-

AesTEaRNERDAE

47



48

Mr. Lo Wai Hung, aged 53, obtained a bachelor degree in
Commerce from James Cook University of North Queensland,
Australia. Mr. Lo is an associate member of Institute of
Chartered Accountants in Australia and a fellow member of
Hong Kong Institute of Certified Public Accountants. Mr. Lo
was appointed as an independent non-executive director,
chairman of audit committee and a member of remuneration
committee of the Company on 10th August, 2009. Mr.
Lo is also an independent non-executive director of Talent
Property Group Limited which is listed on the Stock Exchange
of Hong Kong Limited, and an independent director of
China Merchants Property Development Co. Ltd., a company
listed on Shenzhen Stock Exchange. Mr. Lo resigned as an
independent non-executive director of Ngai Lik Industrial
Holdings Limited, a Hong Kong listed company on 4 January
2013.

Mr. Li Jia Miao, aged 73, is an independent non-executive
Director. Mr. Li is a senior economist and obtained a degree
in economics and management in Hohai University in
1998. Mr. Li has over 30 years of pharmaceutical related
management experiences and has been an assistant general
manager and a general manager in Nanjing Pharmaceutical
Company since he joined NPC in 1965. Prior to the
retirement of Mr. Li in 2005, he was the chairman of Nanjing
Pharmaceutical Company Limited since 2000. He was
appointed as an independent non-executive director of the
Company on 28th February, 2007.
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Mrs. Fu Ming Zhong, aged 62, senior economist and
associate chief pharmacist and has over 40 years of working
experience, particular in the area of management experience
in the pharmaceutical and healthcare products industry.
Mrs. Fu obtained a master’s degree in engineering from
the Harbin Institute of Technology in March 1995. Mrs. Fu
was previously a workshop director, the head of the quality
control office, the office head and the vice factory manager
of The Third Harbin Pharmaceutical Factory from June
1972 to March 1999. Mrs. Fu was a director of Harbin City
Pharmaceutical Group and the general manager of Harbin
Pharmaceutical Company Limited from March 1992 to
December 1997. She was also a deputy general manager of
China Medicines Group (currently known as China National
Pharmaceutical Group) from December 1997 to January
1999 and she was a director of China Medicines Group
Corporation from January 1999 to July 2009 respectively.
Mrs. Fu was the executive deputy general manager of
China National Pharmaceutical industry Corporation from
January 1999 to January 2001. Ms. Fu was the chairman
of National Medicines Company Limited, (a company listed
on the Shanghai Stock Exchange) from February 2001 to
April 2008. Mrs. Fu has been a director of Shenzhen Accord
Pharmaceutical Company Ltd. (a company listed on the
Shenzhen Stock Exchange) since April 2008 and was the
chairman from April 2008 to December 2008. Ms. Fu has
also been a director of Sinopharm Industrial Investment Co.,
Ltd. from July 2008 to December 2010. Mrs. Fu was the
general manager, duty chairman and director of Sinopharm
Group Co. Ltd., (a company listed on the Hong Kong
Stock Exchange) during the period from February 2006
to December 2009, and December 2009 to January 2011
respectively.

Mrs. Fu is currently the chairman of China Association of
Pharmaceutical Commerce and a member of the Thirteenth
Shanghai Municipal People’s Congress and she joined the
Company in October 2011.
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Mrs. Wang Jin Xia, aged 58, an independent non-
executive Director of the Company. Mrs Wang is a senior
economist and has over 20 years of working experience,
especially the management experience in the pharmaceutical
and healthcare products industry. Mrs. Wang obtained a
bachelor degree in economics (4 EEE 1) from Dongbei
University of Finance and Economics in July 1983. Mrs.
Wang was deputy director of the finance division, deputy
director and director of the information division of China
Pharmaceutical Company (# Bl % £~ 7)) during the period
from 1989 to 1995, chairperson and general manager of
Beijing Zhongxinli Pharmaceutical Consultancy Company
(b= A EEZERAF) from 1996 to 1997, deputy
secretary of China Pharmaceutical Business Association (/R
Bl EEZEpg 12 ) from 1998 to 1999, expertise committee
member of the drug encoding division of the State of Food
and Drug Administration (B REQREEEEREMRHZ
2 ). Mrs. Wang was an independent director of Jiangsu a
Shanghai listed Wu Zhong Industrial Company Limited (T
BRPEERMAMRAE) (Stock code: 600200) from April
2002 to April 2010. Mrs. Wang held the positions of the
general secretary and the vice president of China Association
of Pharmaceutical Commerce (FEIE #2153 ) and the
president of the pharmaceutical chains branch of China
Association of Pharmaceutical Commerce (R B2 ZE g ¥ e
BIHEE S5 ) form 2000 to 2012. She is also an expertise
committee member of the pharmaceutical industry under
the Ministry of Commerce (BIZ B 7% &0 %5877 3% ) and
an expertise member of price evaluation division under the
National Development and Reform Commission. ( BIZ 2 &
WELZEEHERERTEFL), vice president of Commerce
Statistical Society of China (P EE XS :t2 <€), senior
advisor of China Nonprescription Medicines Association (A
BlJEGE /5 # 2 ), deputy director of the editorial office
of Herald of Medicine (B %£& %), deputy director of the
editorial board of China Pharmaceutical Commerce ( 7 5 %%
mmm i) .

Mrs. Wang is also an independent non-executive director
of Shanghai-listed Merro Pharmaceutical Co., Ltd since
September 2007, (stock code: 600297) and also the
independent non executive director of Shenzhen listed
Shandong Realcan Pharmaceutical Co., Ltd., (stock code:
002589) since November 2009.

ANNUAL REPORT 2012 %

FWMBRL 5857 ARF 2B IERTIT
BRE - TR AR EMRERB20F
TERES TERBERIREEEMITEDN
EBER TRITR—NN\=ZFLAER
IR EBESEEBELT BN - T2t
R—HhANAAFE—NANAAFHBHES
BEZAGTWKEIER EEEIAER
rEE B—ANANEE—ANAEFET
RPN BEZARAIESRREL
-5 AhAN\FE—NAANFHEFE
BEEMERSIINER TEEERESR
EEEERERGRERECEREE -
Fo+tE_EE_FUNAZ_T—TF
MAREREBETZIHRPEER
MBER AR (RHARIE:600200) 2 &L
EFE-FTRTE - ZEETFE_FT——F
DETHRBEBRERSNER TR
EBNPEHBEEEEHEES S
R -FNABRREHIERRBITESR
RLZECERABEREENNELZE S
BERERTEPOER  FREEESTE
gRleR PEIEHFEHTSRER -
(BaER) RENF TR (PEZER
M) mEZEIE(E-

“EEEFNANUK TXETHAERLE
B ETMZEREERNDBARAA (K
5% :600297) 2 WU FFEAITEENRNE =
ZENF+—RAURNARFEI LT Z
IWRIGREBER N ERAT (RO
002589) 2 B IFHITEE -



The Company has a committee of Supervisors whose
primary duty is to supervise the senior management of the
Company, including the Board, Directors, managers and
other senior officers. The function of the committee of
Supervisors is to ensure that the senior management of the
Company acts in the interests of the Company, and does
not violate the rights of the Company’s shareholders and
employees. The committee of Supervisors reports to the
shareholders in general meetings. The articles of association
provides that the committee of Supervisors has the right
to investigate the Group’s financial affairs; to supervise
the directors, general manager and other senior officers of
the Company in the event that they contravene any laws,
administrative regulations or the articles of association in
the performance of their duties; to require the Directors,
general managers and other senior management to rectify
any activities committed by them that is harmful to the
interests of the Company; to examine financial reports,
result reports, profit distribution plans and other financial
documents prepared by the Board to be submitted to
shareholders in general meeting, and in appropriate cases, to
appoint certified accountants or certified practicing auditors
in the name of the Company to assist in such review; to
propose the convening of extraordinary general meetings of
shareholders; to represent the Company during negotiations
with the Directors or to initiate legal proceedings against
the Directors; and other functions and powers given
by the shareholders in general meeting. The committee
of Supervisors currently comprises the following three
members:

Mrs. Bi Dong Mei, aged 49, is the supervisor of the
Company and the chief accountant of Weigao Holding. Mrs.
Bi graduated from the Economic Management Department
of Shandong Cadres Distance Learning University in 1997.
She joined Weigao Holding in December 1988 and has been
the head of the finance division and the deputy manager of
the infusion sets branch from 2001 to 2004. She joined the
Company in December 2000.
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Ms. Chen Xiao Yun, aged 39, is the supervisor of the
Company and the finance manager of Weigao Holding.
Ms. Chen studied financial accounting at the Shandong
Broadcast and Television University from 1994 to 1998. She
joined Weigao Holding in July 1991 and was the head of
the finance division in finance department and the assistant
to the manager of infusion sets branch. She joined the
Company in December 2000.

Mr. Long Jing, aged 38, is currently the supervisor of the
Company and the sales manager of the Company. Mr. Long
graduated from Shandong University of Economics (LI
£EERT ) in 1996 with a bachelor degree in marketing.
In 2005, Mr. Long obtained a master degree in business
management from Shandong University. Prior to joining the
Company, Mr. Long joined IR & 28 T %4827 (Shandong
Plastic Materials Industry Company*) from 1996 to 2002
and served as the sales chief and was principally responsible
for the sales and marketing of raw materials. In July 2005,
Mr. Long joined the Company and served as the assistant
manager of sales department. Mr. Long is a certified public
accountant in the PRC and has over 10 years of valuation
experiences in sales and marketing in China.

Mr. Ju Hong Feng, aged 38, is the chief financial officer
of the Company. Mr. Ju graduated from in industry and
commerce management from University of Shandong and
studied in an advanced business administration program
administered by the People’s University of China from 2002
to 2004. Mr. Ju joined the Company in 2002 and has been
the manager of financial and accounts department of the
Company. Mr. Ju has over 10 years of valuable experiences in
finance and accounting industry.

Mr. Miao Jun Sheng, aged 50, is the production vice
general manager of the Company. Mr. Miao obtained the
financial accounting diploma from Shandong Agricultural
University. Since joined the Group in 1992, Mr. Miao has
held the positions of finance manager, vice general manager
of the subsidiaries of the Group. Mr. Miao has over 20 years
of valuable experience in medical device industry.

*  For identification purposes only (£ {5 5l
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Mr. Song Xiu Shan, aged 49, is the head of sales
department of the Company. Mr. Song was graduated from
University of Shandong, major in corporate administration in
2001, and studied in an advanced business administration
program administered by the People University of China
from 2002 to 2004. Mr. Song joined Weigao Holding in June
1992, and has been the manager of the Beijing sales branch
of Weigao Holding, marketing manager of infusion device
branch of Weigao Holding, and has extensive experience in
corporate marketing. He joined the Company in December
2000.

Mr. Zhou De Jun, aged 54, is the deputy general manager
(blood transfusion division) of the Company. Mr. Zhou
obtained a diploma of economics and management from
the Communist Party Colleague of Shandong province. Mr.
Zhou joined the Company in November 1992 and has been
the deputy manager and deputy general manager of the
subsidiaries of the Company. Mr. Zhou has about 20 years of
valuable experience in medical device industry in China.

Ms. Chan Yuk Ying, Phyllis, aged 52, is the head
of business development and investor relations and is
a chartered accountant with the Institute of Chartered
Accountants in Australia and joined the Company in
May 2006. Ms. Chan has over 20 years of experience in
accounting and corporate finance.

Ms. Wong Miu Ling, Phillis, aged 44, is the company
secretary of the Company. Ms. Wong joined the Company
in May 2006. She is an associate member of both the Hong
Kong Institute of Chartered Secretaries and the Institute
of Chartered Secretaries and Administrators. Ms. Wong
has over 15 years of experience in corporate finance and
management.
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The Directors are pleased to submit their annual report and
the audited financial statements of the Group for the year
ended 31st December, 2012.

The Company was established and registered as a joint stock
company with limited liability in the PRC under the Company
Law of the PRC on 28th December, 2000. The H Shares
of the Company were listed on GEM board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on
27th February, 2004 and were transferred to Main board of
the Stock Exchange on 29th July, 2010.

Based in Shandong province, the Company is principally
engaged in the research and development, production and
sale of single-use medical devices. The Group has a wide
range of products, which includes: 1) consumables (infusion
set, syringes, medical needle, blood bags, blood sampling
products, and other consumables); 2) orthopedic products;
and 3) blood purification consumables. The Group's products
are sold under its own brand names, including “Jierui” and
“Wego Ortho"”. The products are sold throughout the PRC
and exported to overseas. As at the date of this report, the
Group has a total customer base of 4,960 (including 2,963
hospitals, 414 blood stations, 588 other medical units and
995 distributors).

The results of the Group for the year ended 31st December,
2012 are set out in the consolidated statement of
comprehensive income on page 74 of this annual report.
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REPORT OF THE DIRECTORS EEH& %

ANNUAL GENERAL MEETING AND CLOSURE
OF REGISTER OF MEMBERS

The register of members of the Company will be closed
from Wednesday, 1 May 2013 to Friday, 31 May 2013,
(both days inclusive), for the purpose of determining
shareholders’ entitlement to attend the forthcoming annual
general meeting (the “Annual General Meeting”), during
which period no transfer of shares of the Company will
be registered. In order to qualify for attending the Annual
General Meeting, shareholders should ensure that all transfer
documents, accompanied by the relevant share certificates,
are lodged with the Company’s branch share registrar, Tricor
Standard Limited at 26/F, Tesbury Centre, 28 Queen’s Road
East, Hong Kong for registration no later than 4:30 p.m. on
Tuesday, 30 April 2013.

In order to qualify for attending the annual
general meeting:-

Latest time to lodge in the transfer
instrument accompanied by
the share certificates

Closure of register of members of
the Company for attendance of
the annual general meeting

4:30 p.m., Tuesday,
30 April 2013

Wednesday, 1 May
2013 to Friday,
31 May 2013

Latest time to lodge in the reply slip  4:30 p.m., Friday,

31 May 2013

Date of annual general meeting Friday, 31 May 2013
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The Board recommended a final dividend of RMB0.033 per
share (inclusive of tax). The total amount of final dividends
to be distributed shall be approximately RMB147,720,000, of
which dividends paid to non-resident corporate shareholders
will be subject to the corporate tax applicable on the PRC
sourced income pursuant to the PRC Corporate Income
Tax Law and the Regulations on the Implementation of the
PRC Corporate Income Tax Law that became effective on
1st January, 2008 and the applicable tax rate is 10%. The
listed issuer will be responsible for withholding the relevant
amount of tax from the dividend payment and the dividends
to be received by the non-resident corporate shareholders
will be net of withholding tax. The proposal to declare and
pay the final dividend will be submitted to the forthcoming
Annual General Meeting to be held on Friday, 31 May 2013.
Final dividend for non-listed shares will be distributed and
paid in Renminbi whereas dividend for H shares will be
declared in Renminbi and paid in Hong Kong dollars.

The register of members of the Company will be closed
from Saturday, 8 June 2013 to Thursday, 13 June 2013 (both
days inclusive) for the purpose of determining shareholders’
entitlement to final dividend for the year ended 31st
December, 2012, during which period no transfer of shares
of the Company will be registered. In order to qualify for
entitlement of final dividend, shareholders should ensure
that all transfer documents, accompanied by the relevant
share certificates, are lodged with the Company’s branch
share registrar, Tricor Standard Limited at 26/F, Tesbury
Centre, 28 Queen’s Road East, Hong Kong for registration
no later than 4:30 p.m. on Friday, 7 June 2013.
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REPORT OF THE DIRECTORS EEg#HE

PROPOSED FINAL DIVIDEND AND CLOSURE BEEARHEEREENHERDE
OF REGISTER OF MEMBERS (continued) BEERFE (&)

In order to qualify to entitle the final dividend for &FSEREREE_ET——+=A

the year ended 31st December, 2012:- =E+—HLEFEZKEER:

Latest time to lodge in the transfer 4:30 PM., REB/EXMHER —T—=FH
instrument accompanied by Friday, 7 June BEKREZ & +tR(EHA)
the share certificates 2013 1& BAMR TFMHE=1+%5

Closure of register of members of Saturday, 8 RAARBIEBPE ZE—=FXAH
the Company for the entitlement of June 2013 to B AE R NB(EHN)=E
final dividend for the year ended Thursday, E-E——F —E—=F
31st December, 2012 13 June 2013 +ZA=+— NA+=H

HIEFREZAR (EHm)
HARR S AL EE

Record date for entitlement of Thursday, 13 June EEARREESE —T—=F

final dividend 2013 2 so ik B Ef NAT=H
(EHM)

Despatch date of final dividend Friday, 5 July 2013 AR EFERAR —FT—=FtA

hH(E2HH)

PROPERTY, PLANT AND EQUIPMENT MR- -BERRM

The Group acquired property, plant and equipment during A&EBEARSELENTN T ——FFNR

the year of 2012 at an aggregate cost of approximately EEE¥E - JFK%& SHEE AR AR A R
RMB864,834,000 in order to enhance its production 864,834,000 - BEAEEME WME
capacity. Details of movements in the property, plant and RENEHFE IR TBHREN T
equipment of the Group are set out in note 15 to the 15 ¢

financial statements.

SHARE CAPITAL ;.

As at 31st December, 2012, there was a total issued share R-_ZE——-F+_A=+—H &2RQ7
capital of 4,476,372,324 shares of the Company (the 2B ETTIRA A4,476,372,324/% 0% 1%
“Shares”) which include: ([’ ])  EHFBTE:

Number of Approximate
Shares percentages

@A @vaak

Non-listed Shares E TR GD 2,592,640,000 57.9%
H Shares HA% 1,883,732,324 42.1%

The changes in share capital of the Company is set out in 7 &) & A% A % &) & 70 B 765 ) X I 5+
note 31 to the Financial Statements. 31
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REPORT OF THE DIRECTORS EE= = #4

DISTRIBUTABLE RESERVES OF THE
COMPANY

As at 31st December, 2012, an amount of approximately
RMB2,038,346,000 (2011: RMB1,464,994,000) standing
to the credit of the Company’s reserve account, which
is computed based on the lower of, (i) in accordance
with the PRC accounting standards and regulation, the
aggregate amount of profit after taxation for the year and
(i) in accordance with Hong Kong accounting standards
and regulation, the retained profit brought forward after
deduction of the current year's appropriation to the statutory
surplus reserve and statutory public welfare fund.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the Year were:

Executive directors

Mr. Zhang Hua Wei
Mr. Wang Yi
Mr. Gong Jian Bo
(appointed on 18th March, 2013)
Mr. Xia Lie Bo
(appointed on 18th March, 2013)

Non-executive directors

Mr. Chen Xue Li

Mrs. Zhou Shu Hua

Mr. Christopher J. O'Connell
(appointed on 21st May, 2012)

Independent non-executive directors

Mr. Lo Wai Hung
Mr. Li Jia Miao
Mrs. Fu Ming Zhong
Mrs. Wang Jin Xia
(appointed on 21st May, 2012)
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Each of the directors entered into service agreements with
the Company. The service contracts were signed for an initial
term of three years, unless and until terminated by either
party by giving notice to the other party with three months’
notice in writing. In accordance with the Company’s Articles
of Association, the service agreements of all directors are
renewable for successive three-year terms upon expiry.

The service agreements for directors do not stipulate for
any amount of remuneration or bonus payment to be
paid for services provided. The executive directors are paid
with a fixed sum of annual salaries for holding positions
in the Company and entitled to welfare benefits (including
retirement benefits and medical insurance) in accordance
with the relevant laws and regulations in the PRC. All three
non-executive directors waived their directors’ remuneration
for the year ended 31st December, 2012 and accepted a
nominal annual fee of RMB1.00.

According to the respective service agreements entered into
between the Company and each of the four independent
non-executive directors, each of Mr. Li Jia Miao, Mrs. Fu
Ming Zhong received an annual fee of RMB72,000, Mrs.
Fu Ming Zhong who was appointed on 21st May, 2012,
received an annual fee of RMB72,000 on a pro-rata basis,
and Mr. Lo Wai Hung received an annual fee of HK$120,000.

Apart from the foregoing, no directors have a service
contract with the Company which is not determinable by the
Company within one year without payment of compensation
(other than statutory compensation).

No director, either directly or indirectly, in any contract
of significance to the business of the Group to which the
Company, its holding company, or any of its subsidiaries or
fellow subsidiaries was a party during the Year.
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As at 31st December, 2012, the interests of the directors
in the share capital of the Company and their associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance, Chapter 571 of the Laws of Hong
Kong (“SFO")), (i) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under
such provision of the SFO); or (ii) which were required,
pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or (iii) which were required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities transactions by Directors
of Listed Companies (the “Model Code”) contained in the
Listing Rules:

Name of Types of

Director interests Capacity
EENA L §=3oF: 5 3

Mr. Zhang Hua Wei Personal Beneficial owner
REREE PN BEmEA A
Mr. Miao Yan Guo Personal Beneficial owner
I B 5 A PN ERERA
Mr. Wang Yi Personal Beneficial owner
TREE A ExEAA
Mrs. Zhou Shu Hua Personal Beneficial owner
ERE L £ PN BEmEA A
Mr. Wang Zhi Fan Personal Beneficial owner
FTEBEE PN ERERA
Mr. Wu Chuan Ming Personal Beneficial owner
RERAKE A ExEA A

In addition, Mr. Chen Lin, son of Mr. Chen Xue Li is
holder of the Company’s 200,000 non-listed Shares,
representing 0.004% of the issue share capital of the

Company.
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percentage of

Total the issued
number of share capital
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Shares Company
HFELE
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JELTHRRn BB @;ihaask
32,400,000 0.72%
23,400,000 0.52%
23,400,000 0.52%
15,300,000 0.34%
8,100,000 0.18%
7,200,000 0.16%
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Name of
director Capacity
EEHS 513

Mr. Chen Xue Li

Beneficial owner

Approximate
percentage of
the registered

PR 2 A 5 A4 EnmEA A
Mr. Zhang Hua Wei Beneficial owner
RER KL EmEAA
Mrs. Zhou Shu Hua Beneficial owner
JEMEE 2 £ EmEAA
Mr. Miao Yan Guo Beneficial owner
i IE B 5 A4 EnmEA A
Mr. Wang Yi Beneficial owner
ERELE EmEAA
Mr. Wang Zhi Fan Beneficial owner
TEBEE EmEAA
Mr. Wu Chuan Ming Beneficial owner
RERLAE EnmEA A

Other than as disclosed above, none of the Directors
nor their associates had any interests or short positions
in any shares of the Company or any of its associated
corporations as at the date of this report.

At no time during the Year were rights to acquire benefits
by means of the acquisition of shares in or debenture of
the Company granted to any directors or their respective
associates or were any such rights exercised by them; or
was the Company, its ultimate holding company or any
subsidiaries of its ultimate holding company or fellow
subsidiaries a party to any arrangement to enable the
directors of the Company to acquire such rights in the
Company or any other body corporate.

Amount of capital of
registered Weigao
capital Holding
LRSS E

EMEE

EMREEH @aask
45,079,000 36.95%
24,400,000 20.00%
12,200,000 10.00%
7,320,000 6.00%
7,320,000 6.00%
2,610,800 2.14%
2,257,000 1.85%
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As at 31st December, 2012, the register of substantial
shareholders maintained by the Company pursuant to
Section 336 of the SFO recorded that other than the interests
disclosed above in respect of certain Directors, the following
shareholder had notified the Company of relevant interest in
the issued share capital of the Company.

RZZE——F+_-_A=+—H &ARQA
BIEFESFNAEIERAIE336EHFENEE
BWERELMAAR B EXHEEEETE
=R TIRREMERATER
AKANBEBITRATNE@ERD-

Percentage Percentage

Number of of issued of total

non-listed non-listed  Number of issued

Name of Shareholder Capacity shares Shares H Shares share capital

LERT HERT

ELmEH BxEED

BREE g FLHRABA BAL HEE& B ARl

Weigao Holding Beneficial owner 2,159,755,676 83.3% - 47.6%
BResE EREAA

Medtronic Holding Switzerland GmbH Beneficial owner 322,884,324 12.5% 206,097,324 10.9%
EREAA

Save as disclosed above, the following shareholders have
disclosed their relevant interests or long positions in the
issued share capital of the Company.

Name of substantial shareholder

FERRBE

JPMorgan Chase & Co.

Medtronic Holding Switzerland
G.m.b.H.

Medtronic, Inc.

OppenheimerFunds, Inc.

Oppenheimer Developing Markets Fund

Norges Bank

Baillie Gifford & Co

McCombie lain

Morrison Elaine

Plowden Charles

Tait Anthony

Telfer Andrew

Warden Alison

Atlantis Capital Holdings Limited

Liu Yang

Plowden Charles

Capital Research and
Management Company

Schroders Plc

Note: (L) - Long Position, (S)- Short Position, (P) - Lending Pool

*Source: Website of Hong Kong Stock Exchange
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Number of % of

H shares issued H
interested share capital
HAERE HERT
HEE® B HEEFEBSL
264,371,221(L) 14.03%
258,479,546(P) 13.72%
206,096,324(L) 10.94%
206,096,324(L) 10.94%
196,632,000(L) 10.44%
175,850,000(L) 9.34%
133,552,000(L) 7.09%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
132,076,000(L) 7.01%
131,004,000(L) 6.95%
131,004,000(L) 6.95%
118,388,000(L) 6.28%
114,662,000(L) 6.09%
95,192,000(L) 5.05%
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In 2012, sales to the Group’s five largest customers
accounted for 9.0% of the total sales for the year and sales
to the largest customer included therein accounted for 6.0%
of the total sales of the year. Purchases from the Group's five
largest suppliers accounted for 26.3% of the total purchases
for the year and purchases to the largest supplier included
therein accounted for 9.0% of the total sales of the year.
During the Year, none of the directors of the Company or
any of their associates or any shareholders (which to the
knowledge of the directors, own more than 5% of the
Company'’s issued share capital) had any beneficial interest in
the top five customers and suppliers of the Group.

There are no provisions for pre-emptive right under the
Company's articles of association and the laws of the PRC,
which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.

Pursuant to the terms of the subscription and sale and
purchase agreement dated 18th December, 2007 entered
into between the Company, Weigao Holding Company
Limited, certain management shareholders, Medtronic, Inc.
and Medtronic Holding Switzerland GmbH (“Medtronic
Switzerland”), so long as Medtronic Switzerland continuously
and beneficially owns at least five percent (5%) of the
enlarged issued share capital of the Company in the form
of H Shares, it shall be entitled to certain pre-emptive
rights in the event that the Company proposes to issue
H Shares or securities that are convertible into H Shares.
Provided that Medtronic Switzerland maintains the five
percent (5%) threshold requirement described immediately
above, the Company shall, prior to issuing any H Shares or
securities that are convertible into H Shares, give Medtronic
Switzerland notice in writing specifying (a) the number of
H Shares it proposes to issue, and (b) the price at which
such H Shares are being issued. Upon receipt of such notice,
Medtronic Switzerland shall have the right, but not the
obligation, to subscribe for up to such number of H shares
(or securities that are convertible into H Shares), at the same
price and on the same terms and conditions as set out in the
notice, as necessary to maintain its pro rata equity ownership
of the Company.
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None of the Directors or the management shareholders as
defined under the “Listing Rules” of the Company or their
respective associates has any interest in a business which
competes or may compete with the business of the Group or
has any other conflict of interests with the Group.

During the Year, the Company recorded transactions under
the following announced agreements which constitute
continuing connected transactions and connected
transaction, and are subject to reporting and announcement
requirements and exempt from independent shareholders’
approval requirements under Rule 14A.23 of the Listing
Rules.

1. On 3rd April, 2012, lJierui Subsidiary, a wholly owned
subsidiary of the Company entered into packaging
materials supply agreement with Weigao Fusen, a 75%
owned subsidiary of Weigao Holding Company Limited
("Weigao Holding”) regarding the supply of packaging
materials, including medical based packaging boxes and
bags by Jierui Subsidiary with an annual cap of RMB5.0
million for the year of 2012. The actual transaction
amount for the Year was approximately RMB1.9 million.

2. On 3rd April, 2012, Weigao Medical Materials Company
Limited (“Weigao Medical Materials”) entered into a
supply agreement with Weihai Jierui Medical Products
Company Limited (“Jierui Subsidiary”) regarding the
supply of packaging materials, printing ink and thinner
by Weigao Medical Materials to Jierui Subsidiary with
an annual cap of less than RMB5.0 million for the year
ended 31st December, 2012. For the year under review,
the actual amount of transaction for the Year was
approximately RMB2.13 million.
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On 11th October, 2012, the Company entered into a
supplemental agreement with Weihai Weigao Fusen
Medical Materials Company Limited (“ Weigao Fusen”),
a 75% owned subsidiary of Weigao Holding, pursuant
to which the Company purchased from Weigao Fusen
surgical suture, medical dressing and surgical tape with
an annual cap of less than RMB45.0 million for the year
ended 31st December, 2012. For the year under review,
the actual amount of transaction for the Year was
approximately RMB39.7 million.

On 14th December, 2012, Weigao Orthopaedic and
Medtronic SD renewed OEM agreement regarding
the manufacturing and sale of orthopaedic products
by Weigao Orthopaedic to Medtronic SD for the year
ended 31st December, 2012 with an annual cap of less
than RMB55.0 million. The actual amount of transaction
for the Year was approximately RMB 47.5 million.

On 15th March 2011, the Company and Medtronic
International Limited (“Medtronic”) renewed the
distribution joint venture agreement (“Distribution
JV Agreement”) which specialize in the sale and
distribution of orthopedic medical device products in
the PRC with annual cap of RMB370.0 million for the
year ended 31st December, 2012. During the year
under review, the actual amount of products sold by
the Company to the Distribution JV was approximately
RMB124.9 million.

On 3rd April, 2012, Weigao Jierui Medical Products
Company Limited (“Jierui Subsidiary”), a wholly
owned subsidiary of the Company revised the
packaging material supply agreement with Shandong
Weigao Pharmaceutical Company Limited (“Weigao
Pharmaceutical”), a non wholly owned subsidiary of
Weigao Holding, for the sales of packaging materials
from Jierui Subsidiary to Weigao Pharmaceutical with
an annual cap of less than RMB14.0 million. For the
year under review, the actual transaction amount was
approximately RMB9.43 million.
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10.

On 15th November 2010, Weihai Weigao Blood
Purification Products Company Limited, (“Weigao
Blood”), a 70% owned subsidiary of the Company
entered into the hemodialysis dialysis fluid supply
agreement with Shandong Weigao Pharmaceutical
Company Limited (“Weigao Pharmaceutical”), a non
wholly owned subsidiary of Weigao Holding for the
purchase of hemodialysis dialysis fluid, substitution
liquid, potassium power and calcium power with an
annual cap of less than RMB20.0 million for the year
ended 31st December, 2012. For the year under review,
the actual amount of transaction was approximately
RMB 11.8 million.

On 15th November 2010, Weihai Weigao Medical
Materials Company Limited, (“Weigao Materials), a
100% owned subsidiary of the Weigao Holding entered
into the sanitary supplies agreement with the Company
with an annual cap of less than RMB20.0 million for the
year ended 31st December, 2012. For the year under
review, the actual amount of transaction was RMB17.2
million.

On 13th July, 2012, Weihai Weigao Construction
Company Limited (“Weigao Construction™), a subsidiary
of Weigao Holding entered into a master fitting out
contract with the Company regarding the provision
of fitting out work and decoration services to the
Company with an annual cap of less than RMB10.0
million for the year ended 31st December, 2012. For the
year under review, the actual transaction amount was
approximately RMB4.4 million.

On 13th July, 2012, Shandong Weigao Automated
Equipment Company Limited (“Weigao Automated”),
the wholly owned subsidiary of the Company and
Weihai Weigao Qiquan Medical Company Limited
("Weigao Qiquan”), a 60% owned subsidiary of
Weigao Holding entered into the supply agreement,
pursuant to which Weigao Qiquan will supply Weigao
Automated with tailor-made production machines,
equipment, related parts and accessories with a cap of
less than RMB2.0 million. For the year under review,
the actual transaction amount was approximately
RMB30,000.

ANNUAL REPORT 2012 %

10.

R—ZE—ZF+—A+HB XA
BIHE B 70%HE = R BT B 2 B EUE B
SR FEMERAR ([EeM
BERSEBENIEZENE QR
RS ZEBR AR ([H S %
¥)BBEONRENMR BBR&-
SR8 K2 85 8 5T 32 M R 35 AT R A FE 173
B BE_TE——F+-_A=1+—
HEFEZFELERLIRARE
20,000,0007C - REIEFE  BER
SEA4) B AR ®11,800,0007T °

R-_E—ZEF+—A+HB EBS
EBHEE100%%E = & M B A7) B
BEREERAMEAERAT ([EHeM
B BEBAR B RT M AT M A E 7
B BE_TE——F+-_A=1—
BEFEEZFELIRIRARKE
20,000,0007C - REIEFE  BER
58 ANR%17,200,0007T °

R-ZE——FtA+=H Be%
B BARR SRS EEERA
Al (THEEE]) BERAAa AR
AIIRERETIREREERBEIILE
e BE2E_T——F+_A8
=+—HLEFEZFELERLRA
R #10,000,000c - AEEFE - &
BRR 554 B ARE4,400,0007T °

RZE——F+A+=H ARQF
MEENBARILRERS BBIMER
HBERAR ([Bea#tl) BHE s
EBEFONETNNEB R A EE
BeaErBEREERAR ([BE
me)FI L HERE B BeS
Be#nEea B tHEEREE
HeEs - BRE R RS ER
DA AR #2,000,0007T ° 7 [0 B8 4
E BB SREH B AR®30,000
T o



11.

12.

13.

14.

On 27th May, 2011, the Company entered into disposal
pressure monitoring Weihai Weigao Medical Device
Company Limited ("Weihai Weigao Medical”) kit supply
agreement with Weihai Weigao Medical regarding the
supply of disposal pressure monitoring kit by Weihai
Weigao Medical to the Company with an annual of
RMB3.0 million for the year ended 31st December,
2012. The actual transaction amount was approximately
RMBO.6 million.

On 13 July, 2012, the Company entered into an
agreement with Shandong Weigao Medical Packaging
Products Company Limited (“Weigao Medical
Packaging”) (WRESEEFEE2RERBRAF)
regarding the supply of multi-layer packaging materials
for syringes products by Weigao Medical packaging to
the Company with an annual cap of RMB8.0 million.
The actual transaction amount was approximately
RMB6.4 million.

On 19th August, 2011, Jierui Subsidiary entered
into an agreement with Weigao Medical Packaging
regarding the supply of multi-layer packaging materials
for needles and IV catheters by Weigao Medical
packaging to Jierui Subsidiary with an annual cap of
RMB5.0 million. The actual transaction amount was
approximately RMB2.4 million.

On 1st April, 2011, Weigao Holding, a controlling
shareholder of the Company as the landlord entered
into the tenancy agreement with the Company as the
tenant in respect of the lease of premises located at
369 Wenhua Road West, Weihai, Shandong, the PRC.
The annual rental paid by the Company was RMB2.1
million in 2012.
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The above continuing connected transactions have been
reviewed by the independent non-executive directors of the
Company. The independent non-executive directors have
confirmed that the continuing connected transactions have
been entered into (a) in the ordinary and usual course of
business of the Company; (b) on normal commercial terms
or on terms no less favourable than those available to or
from independent third parties; (c) in accordance with the
relevant agreements governing them on terms that are fair
and reasonable and in the interests the shareholders of the
Company as a whole.

The Directors, including the independent non-executive
directors, of the Company are of the view that all of the
above transactions were on normal commercial terms and in
the ordinary and usual course of business of the Company
and that the terms of the relevant agreements were fair and
reasonable and in the interests of the shareholders of the
Company as a whole.

The Company confirms that the continuing connected
transactions as disclosed above fall under the definition of
continuing connected transactions in Chapter 14A of the
Listing Rules and that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of
the Listing Rules.

Based on the work performed, the auditors of the Company
have confirmed in a letter to the Board to the following
effect with respect to the continuing connected transactions
of the Company that such transactions:

(i)  have received approval from the Board,

(i) were conducted in accordance to the pricing policy;

(iii) have been entered into in accordance with the relevant
agreement governing such transactions; and

(iv) have not exceeded the cap amount for the financial

year ended 31 December 2012 disclosed in the relevant
announcement.

ANNUAL REPORT 2012 %

FRFERER 5HE AR EEULIFH
TEFEM -BIUIFRTESCHER
BREXZIR@QEARAHAENRERE
BBIEF - (ORIE — BB R IERLRIE
TBERZERHBBULE =T RMHE
BHEIT: (OEBREZFX WA
BERBAFTEEANEARAIKRE
RE M) 28 MY IR RAT 3L

ARFEF (BRBYUFATEST)RR
LRAERSRRIE —REEGERER
NANEBEREREEXBBIEFRIAL
HEEHEOERBATFAE  UHEXR
RAPRA BB -

RARER EXFHBENFERER S
BLEMRAFEUAZETEE THHERER
S MARBIEET EMREBFEI14AER
WERTE -

ERFTT 2 I1E ARBZZEEER
— RGP RMESSBREELARAF
BRABXSZTIFE ZERS:
iy BEEZEZEoHE:

(i) ERBEEBERET:

4

(i) REREZFTX 2@ HHE

1T &

vy TEBBERBAGHRABEE —F
—CHE T A=+T—HULEYREFE
ZEBRERE-



On 3 April 2012, Weihai Weigao Group Mould Company
Limited (“"Weigao Mould”), a wholly owned subsidiary of
the Company entered into the mould making contract with
Shandong Weigao Medical Packaging Products Company
Limited (“Weigao Medical Packaging”), a wholly owned
subsidiary of Weigao Holding Company Limited (“Weigao
Holding”) regarding the manufacturing of moulds with
multiple cavity for spike ports and injection ports. The
contract sum of the mould-making contract is RMB1.7
million (equivalent to approximately HK$2.1 million).

Weigao Medical Packaging is a subsidiary of Weigao Holding,
the controlling shareholder of the Company, thus connected
person of the Company pursuant to the meaning of the
Listing Rules, as such the entering of Packaging Materials
Supply Agreement, the entering of mould-making contract
constitute connected transaction of the Company under the
Listing Rules.

All the independent non-executive Directors had reviewed
the connected transaction and confirmed that the connected
transaction had been conducted on normal commercial
terms or on terms no less favourable than those available to
independent third parties under the prevailing local market
conditions and were entered into the Group’s ordinary and
usual course of business, and were fair and reasonable and
in the best interests of the shareholders of the Company as a
whole.

The Company confirms that the connected transaction
as disclosed above fall under the definition of connected
transactions in Chapter 14A of the Listing Rules and that the
Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.
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The Company set up an audit committee with terms of
reference in compliance with the Listing Rules. The primary
duties of the audit committee are to review and supervise
the financial reporting process and internal control system
of the Company. The audit committee has five members
comprising Mr. Lo Wai Hung, Mr. Li Jia Miao, Mrs. Fu Ming
Zhong and Mrs. Wang Jin Xia, being independent non-
executive directors and Mrs. Zhou Shu Hua, a non-executive
director.

During the Year, the audit committee held four meetings
and the committee had reviewed and approved the annual
report for the year ended 31st December, 2011 and the first
three quarterly reports of the year 2012. On 25th March,
2013, the audit committee had reviewed and approved the
financial statements for the year ended 31st December,
2012.

The unaudited quarterly and interim results and audited
annual results for the year ended 31st December, 2012 have
been reviewed by the audit committee, which was of the
opinion that the preparation of such results complied with
the applicable accounting standards and requirements and
that adequate disclosure has been made.

A resolution will be proposed at the forthcoming annual
general meeting to re-appoint Deloitte Touche Tohmatsu as
auditors of the Company.

On behalf of the Board
Chen Xue Li

Chairman

Weihai, Shandong, the PRC
25th March, 2013
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Deloitte.
=20

TO THE MEMBERS OF

SHANDONG WEIGAO GROUP MEDICAL POLYMER
COMPANY LIMITED

LEEESREEASS FRAKRGBARAR

(A joint stock limited company established in the People’s
Republic of China)

We have audited the consolidated financial statements of
Shandong Weigao Group Medical Polymer Company Limited
(the “Company”) and its subsidiaries (collectively referred
to as the "Group”) set out on pages 74 to 169, which
comprise the consolidated statement of financial position
as at 31 December 2012, and the consolidated statement
of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

The directors of the Company are responsible for the
preparation of consolidated financial statements that give a
true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to
fraud or error.
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Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance
with our agreed terms of engagement and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures
selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation
of the consolidated financial statements that give a true
and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit
opinion.
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In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Group as
at 31 December 2012 and of the Group’s profit and cash
flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 March 2013
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For the year ended 31 December 2012 #iZ —F——F +—_A=1+—HILFE

Revenue
Cost of sales

Gross profit

Other income, gains and losses

Distribution costs

Administrative expenses

Research and development expenses

Finance costs

Share of (loss) profit of jointly
controlled entities

Share of profit of associates

Gain on disposal of a jointly
controlled entity

Loss on disposal of subsidiaries

Profit before taxation
Income tax expense

Profit for the year

Other comprehensive income
Exchange differences arising on
translation of foreign operations
— subsidiaries
— an associate
Share of other comprehensive
income of associates

Total comprehensive income
for the year

Profit for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

Earnings per share — basic
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2011
RI\/IB 000

3,180,577
(1,420,461)

1,760,116
42,217
(633,441)
(143,750)
(142,031)
(1,142)

99,842
51,419

2,568,534
(9,258)

3,592,506
(124,472)

3,468,034

(573)
(16,383)

2,661

3,453,739

3,462,172
5,862

3,468,034

3,447,877
5,862

3,453,739
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Non-current assets

Property, plant and equipment

Investment properties

Deposits paid for acquiring
property, plant and equipment

Prepaid lease payments
Intangible assets

Interest in jointly controlled

entities
Interest in associates
Goodwill
Deferred tax assets

Other receivables — receivable

after one year

Current assets
Inventories

Trade and other receivables

Pledged bank deposits
Bank balances and cash

Current liabilities

Trade and other payables
Bank borrowings — repayable

within one year
Tax payable

Net current assets

Capital and reserves
Share capital
Reserves

Equity attributable to owners of

the Company
Non-controlling interests

Total equity

At 31 December 2012 A=
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15
16

17
18

19
20
21
29

22
23
24
25

26

27

31
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2011
RMB’000

2,470,492
3,460

378,499
17,735
28,858

2,374,267

202,900

15,757

9,046

5,501,014

463,001
1,449,242
107,472
1,851,238

3,870,953

1,025,415

21,003
35,504

1,081,922
2,789,031
8,290,045

447,637
7,754,354

8,201,991
9,538

8,211,529
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At 31 December 2012 RZE——_f+=-A=+—8H

Non-current liability ERBEE
Bank borrowings — repayable after RITER—ER—F1&
one year &
Other payables H h & 1~ 518
Deferred income EEWA

The consolidated financial statements on pages 74 to 169
were approved and authorised for issue by the Board of
Directors on 25 March 2013 and are signed on its behalf by:

Chen Xue Li
27
DIRECTOR
EF
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28
30

2011
RI\/IB 000

63,009
10,445
5,062

78,516

8,290,045
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Zhang Hua Wei
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At 1 January 2011
Profit for the year
Exchange differences arising on

translation of foreign operations

- subsidiaries
- an associate

Share of other comprehensive
income of associates

Total comprehensive income
for the year

Issue of shares

Transfer to statutory reserve

Dividend paid

Bonus issue of shares

Disposal of a subsidiary

At 31 December 2011
Profit for the year
Exchange differences arising on

translation of foreign operations

- subsidiaries
- an associate

Total comprehensive income
for the year

Transfer to statutory reserve

Dividend paid

At 31 December 2012

Note: The Articles of Association of the companies comprising the Company

R-E2—%-f-A
RERER
REENZBELNESZE

~HEAR
—~FBENT
BEBEATRB2EKN

EREERAEE

B0
BRTETRE
Bfifke
1R%s
HE-RHBAT

RZE—E+ZA=1-H
RERER
AEGNERELNES 28

-HERR
-—FBEAT

FRzENALE

BRTEERE
BfRA

RZE-ZE+ZA=1-H

Share
capital
RMB'000

k%
N R

215,256

8,562

223819

447,637

447,637

For the year ended 31 December 2012 #Z2—F——F+-_A=1+—HILFE

Share
premium
reserve
RMB'000

ERHER
11
ARETR

1,285,542

1,416,821

(223,819)

2,478,544

2,478,544

Attributable to owners of the Company

Statutory
surplus
reserve
RMB'000

(Note)
EERB
]
AREFT
(&)

163,873

240,962

14,69

255,658

EACE EPN

Non-

Translation Other  Retained controlling
reserve reserve  earnings Total interests Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Efkl  RURE  REERN @it FBRER @it
ARETT  ARETn ARETR  ARETR  ARETR  ARETR
28 = 1,961,711 3,626,410 7463 3,633,873
- - 3462172 3462172 5862 3,468,034
(573) - - (573) - (573)
(16,383) - - (16,383) - (16,383)
- 2,661 - 2,661 - 2,661
(16,956) 2,661 3,462,172 3,447,817 5862 3,453,739
- - - 1,425,383 - 1425383
- - (77,089) - - -
- - (297,679) (297,679) - (297,679)
- - = - (3,787) (3,787)
(16,928) 2,661 5,049,115 8,201,991 9538  8211,59
- - 996,486 996,486 (116) 996,370
(626) - - (626) - (626)
(4,847) - - (4,847) - (4,847)
(5473) - 996,486 991,013 (116) 990,897
- - (1469) - - -
- - (282,011) (282,011) - (282,011)
(22,401) 2661 5748894 8910,993 9422 8920415

and its subsidiaries incorporated in PRC require the appropriation of
10% of profit after taxation (prepared under the generally accepted
accounting principles in the PRC) each year to the statutory surplus
reserve until the balance reaches 50% of the registered share
capital. According to the provisions of the Articles of Association of
the companies comprising the Group, in normal circumstances, the
statutory surplus reserve shall only be used for making up losses,
capitalisation into share capital and expansion of its production and
operation. For the capitalisation of statutory surplus reserve into share
capital, the remaining amount of such reserve shall not be less than
25% of the registered share capital.
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BEARBRER BEEMKL 2 MER
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For the year ended 31 December 2012 #iZ —F——F +—_A=1+—HILFE

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Interest income
Finance costs
Depreciation of property,
plant and equipment
Depreciation of investment properties
Prepaid lease payments charged to
profit or loss
Allowances for bad and doubtful debts
Amortisation of intangible assets
Share of loss (profit) of jointly controlled
entities
Share of profit of associates
(Realised) unrealised profit on sales to
associates
(Gain) loss on disposal of property,
plant and equipment
Gain on disposal of a jointly controlled
entity
Loss on disposal of subsidiaries
Release of deferred income
Loss on fair value changes of
fair value of financial assets
designated as at FVTPL
Exchange (gain) loss

Movements in working capital
Increase in inventories
Increase in trade and other receivables

Increase in trade and other payables

Increase in deferred income

Net cash generated from operations
PRC income tax paid

Net cash from operating activities
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2011
RMB'000
—ET——F
ARETIT
3,592,506

(6,447)
1,142

94,300
300

6,062
16,142
3,114

(99,842)
(51,419)

12,594
190
(2,568,534)

9,258
(7,189)

6,834
24,548

1,033,559
(110,304)
(390,116)

209,491
12,251

754,881
(134,089)

620,792



INVESTING ACTIVITIES

Purchases of property,
plant and equipment

Purchases of intangible assets

Deposit paid for acquiring property,
plant and equipment

Prepaid lease payments made

Establishment of a jointly controlled
entity

Dividend income received from
an associate

Proceeds from disposal of property,
plant and equipment

Interest received

Withdrawal of pledged bank deposits

Placement of pledged bank deposits

Disposal of subsidiaries

Proceeds from disposal a jointly
controlled entity

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Repayments of borrowings
Settlement of other payables
Interest paid
Dividend paid
Net proceeds from issue of shares

NET CASH (USED IN) GENERATED FROM
FINANCING ACTIVITIES

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR
EFFECT OF FOREIGN EXCHANGE RATE
CHANGES, NET

CASH AND CASH EQUIVALENTS
AT END OF YEAR, representing bank
balances and cash

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L3 i = & B &
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2011
RMB'000
—ET——F
ARETIT

(1,135,627)

(189,468)

57,163
566
6,447
203,864
(177,227)
(3,069)

787,920

(449,431)

(26,145)
(22,000)

(3,357)
(297,679)
1,425,383

1,076,202

1,247,563
628,223

(24,548)

1,851,238
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For the year ended 31 December 2012 #iZ —F——F +—_A=1+—HILFE

Shandong Weigao Group Medical Polymer Company
Limited (the “Company”) was established and
registered as a joint stock company with limited liability
in the People’s Republic of China (the “PRC") under
the Company Law of the PRC on 28 December 2000.
Its immediate and ultimate holding company is Weigao
Holding Company Limited (“Weigao Holding”), a
company registered in the PRC with limited liability.
The address of the registered office and principal place
of business of the Company is 312 Shi Chang Road,
Weihai, Shandong Province, PRC.

The Company's shares were listed on the Growth
Enterprise Market (“GEM") of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) on 27
February 2004 and the listing of the shares has been
transferred to the Main Board of the Stock Exchange
since 29 July 2010.

The Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) are principally
engaged in the research and development, production
and sale of single-use medical devices, orthopaedic
products and blood purification products.

The consolidated financial statements are presented in
Renminbi (“RMB"), which is the functional currency of
the Company.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

In the current year, the Group has applied the following
amendments to standards issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA™)
which have been effective.

HKAS 12 Deferred Tax: Recovery of
(Amendments) Underlying Asset; and

HKFRS 7 Financial Instruments:
(Amendments) Disclosures — Transfers of

Financial Assets

Except as described below, the application of the above
amendments to standards in the current year has had
no material effect on the amounts reported in these
consolidated financial statements and/or disclosures set
out in these consolidated financial statements.

The Group has applied for the first time IFRS 7
(Amendments) Disclosures — Transfers of Financial
Assets in the current year. The amendments increase the
disclosure requirements for transactions involving the
transfer of financial assets in order to provide greater
transparency around risk exposures when financial
assets are transferred.

The Group has endorsed certain bills receivable to
suppliers on a full recourse basis. As the Group has not
transferred the significant risks and rewards relating
to these bills receivable, these bills receivable was
therefore not derecognised and the corresponding
trade payables was recognised in the consolidated
financial statements. The relevant disclosures have been
made regarding the transfer of the bills receivable on
application of the amendments to HKFRS 7 (see note
23a).
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For the year ended 31 December 2012 #iZ —F——F +—_A=1+—HILFE

The Group has not early applied the following new
and revised standards, amendments and interpretation
("new and revised HKFRSs"”) that have been issued but

are not yet effective.

HKFRSs
(Amendments)

HKFRS 7
(Amendments)

HKFRS 9 and HKFRS 7
(Amendments)

HKFRS 10, HKFRS
11 and HKFRS 12
(Amendments)

HKFRS 10, HKFRS
12 and HKAS 27
(Amendments)

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HKAS 1
(Amendments)

HKAS 19
(Revised 2011)

HKAS 27
(Revised 2011)

HKAS 28
(Revised 2011)

HKAS 32

(Amendments)
K (IFRIC)-Int 20
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Annual Improvements to
HKFRSs 2009-2011 Cycle!

Disclosures — Offsetting
Financial Assets and
Financial Liabilities?

Mandatory Effective Date of
HKFRS 9 and Transition
Disclosures?

Consolidated Financial
Statements, Joint
Arrangements and
Disclosure of Interests in
Other Entities: Transition
Guidance!

Investment Entities*

Financial Instruments?

Consolidated Financial
Statements’
Joint Arrangements’

Disclosure of Interests in Other
Entities’
Fair Value Measurement’

Presentation of Items of Other
Comprehensive Income?
Employee Benefits'

Separate Financial Statements’

Investments in Associates and
Joint Ventures'

Offsetting Financial Assets and
Financial Liabilities*

Stripping Costs in the
Production Phase of a
Surface Mine’
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

! Effective for annual periods beginning on or after 1 January

2013

Z Effective for annual periods beginning on or after 1 January
2015

2 Effective for annual periods beginning on or after 1 July 2012

4 Effective for annual periods beginning on or after 1 January
2014

In June 2011, a package of five standards on
consolidation, joint arrangements, associates and
disclosures was issued, including HKFRS 10, HKFRS
11, HKFRS 12, HKAS 27 (Revised 2011) and HKAS 28
(Revised 2011).

Key requirements of these five standards that are
relevant to the Group are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated
and Separate Financial Statements that deal with
consolidated financial statements. HK (SIC)-Int 12
Consolidation — Special Purpose Entities will be
withdrawn upon the effective date of HKFRS 10. Under
HKFRS 10, there is only one basis for consolidation,
that is, control. In addition, HKFRS 10 includes a new
definition of control that contains three elements: (a)
power over an investee, (b) exposure, or rights, to
variable returns from its involvement with the investee,
and (c) the ability to use its power over the investee to
affect the amount of the investor’'s returns. Extensive
guidance has been added in HKFRS 10 to deal with
complex scenarios.
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Currently, under HKAS 31 Interests in Joint Ventures,
from the date when a jointly controlled entity becomes
an associate of an investor, the investor should account
for its interest in accordance with HKAS 28 Interests
in Associates. On the loss of joint control, the investor
should measure at fair value any investment the investor
retains in the former jointly controlled entity. The
investor should recognise in profit or loss any difference
between (i) the fair value of any retained investment
and any proceeds from disposing of the part interest in
the jointly controlled entity and (ii) the carrying amount
of the investment at the date when joint control is lost.

Under HKAS 28 (Revised 2011), if an investment in an
associate becomes an investment in a joint venture or
an investment in a joint venture becomes an investment
in an associate, the entity continues to apply the equity
method and does not remeasure the retained interest.

HKFRS 12 is a disclosure standard and is applicable
to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated
structured entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than
those in the current standards.

In July 2012, the amendments to HKFRS 10, HKFRS 11
and HKFRS 12 were issued to clarify certain transitional
guidance on the application of these five HKFRSs for the
first time.

These five standards, together with the amendments
relating to the transitional guidance, are effective for
annual periods beginning on or after 1 January 2013
with earlier application permitted provided that all of
these standards are applied at the same time.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

The directors of the Company considered the change in
the accounting treatment in respect of an investment in
a joint venture becoming an investment in an associate
will have an impact on the Group’s consolidated
financial statements. The directors of the Company have
not yet performed a detailed analysis and hence have
not yet quantified the extent of the impact.

The amendments to HKAS 1 introduce new terminology
for the “statement of comprehensive income” and
“income statement”. Under the amendments to
HKAS 1, a “statement of comprehensive income” is
renamed as a “statement of profit or loss and other
comprehensive income” and an “income statement”
is renamed as a “statement of profit or loss”. The
amendments to HKAS 1 retain the option to present
profit or loss and other comprehensive income in either
a single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1
require items of other comprehensive income to be
grouped into two categories in the other comprehensive
income section: (a) items that will not be reclassified
subsequently to profit or loss; and (b) items that may
be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of
other comprehensive income is required to be allocated
on the same basis. The amendments do not change the
option to present items of other comprehensive income
either before tax or net of tax.

The amendments to HKAS 1 are effective for annual
periods beginning on or after 1 July 2012. The
presentation of items of other comprehensive income
will be modified accordingly when the amendments are
applied in future accounting periods.

The directors of the Company anticipate that the
application of the other New and Revised HKFRSs will
have no material impact on the consolidated financial
statements.
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The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments that are measured at fair values,
as explained in the accounting policies set out below.
Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

The consolidated financial statements have been
prepared in accordance with HKFRSs issued by the
HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies
Ordinance.

The principal accounting policies are set out below.

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the effective
date of acquisition or up to the effective date of
disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group's equity therein.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

Total comprehensive income and expenses of a
subsidiary is attributed to the owners of the Company
and to the non-controlling interests even if this results
in the non-controlling interests having a deficit balance.

When the Group loses control of a subsidiary, it (i)
derecognises the assets (including any goodwill) and
liabilities of the subsidiary at their carrying amounts
at the date when control is lost, (ii) derecognises the
carrying amount of any non-controlling interests in
the former subsidiary at the date when control is lost
(including any components of other comprehensive
income attributable to them), and (iii) recognises
the aggregate of the fair value of the consideration
received and the fair value of any retained interest,
with any resulting difference being recognise as a
gain or loss in profit or loss attributable to the Group.
When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts
previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the
Group had directly disposed of the related assets (i.e.
reclassified to profit or loss or transferred directly to
retained earnings as specified by applicable HKFRSs).
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under HKAS 39 Financial Instruments:
Recognition and Measurement or, when applicable,
the cost on initial recognition of an investment in an
associate or a jointly controlled entity.
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Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which
is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities
incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group
in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss as
incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

. deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively.

e liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment
at the acquisition date (see the accounting policy
below);and

e assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
Current Assets Held for Sale and Discontinued
Operation are measured in accordance with that
standard.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after re-assessment, the net of
the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquire
(if any), the excess is recognised immediately in profit or
loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity's net assets in the event of
liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s identifiable
net assets. The choice of measurement basis is made on
a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value
or another measurement basis required by another
standard.

Goodwill arising on an acquisition of a business is
carried at cost less any accumulated impairment
losses and is presented separately in the consolidated
statement of financial position.

Goodwill is tested for impairment annually, and
whenever there is an indication that the cash-
generating unit to which the goodwill relates may be
impaired.

BERAEENKE RBEWES
FESEIERE S S BN WET &
BRI B AR (E)
PN SRR R 3l
BENMAENBENEEB HF
BHERETE W (REHFER)
PR BRI R BRI EE MFTAER A
AR IS B HY SRR P E B
B R UWIE T O E R IR &
& 7R M UREE T O A PR OIS U7
= (A )R FELMN FBLN
BAKNIBERERRZERBI

N

B

BREREAEERANFREET
HEFBEARLAIDEEREEFE
R FFIE R s Al ) PR A E IR
TR RS B T A BB B E
FRENCHERASBLAFE-FE
HENEEDRBRAR I RER -
HARA ) FRfE i s Ty IR H A F
Bks —AENERKMN S —AGT
EREGE-

WREEGEL B IRKANE
BMEER R BEBBAR TR
REMBRRERADHZ -

BEESERAREEAMHRS
BE 2 BB A B R (E BN R B
TR R, -

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LB EEEEERASD FRAKRMNERE R

89



920

For the year ended 31 December 2012 #iZ —F——F +—_A=1+—HILFE

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the combination. A cash-generating unit to which
goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that
the unit may be impaired. For goodwill arising on an
acquisition in a financial year, the cash-generating
unit to which goodwill has been allocated is tested
for impairment before the end of that financial year.
When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit.
Any impairment loss for goodwill is recognised directly
in profit or loss. An impairment loss for goodwill is not
reversed in subsequent periods.

On subsequent disposal of the relevant cash-generating
unit, the attributable amount of goodwill capitalised is
included in the determination of the amount of profit or
loss on disposal.

Revenue is measured at fair value of the consideration
received or receivable and represents amounts
receivable for goods sold in the normal course of
business, net of discounts and sales taxes and sales
returns.

Revenue from sales of medical products are recognised
when the medical products are delivered and title has
passed.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial
asset to that asset’s net carrying amount on initial
recognition.

Expenditure on research activities is recognised as an
expense in the year in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development phase
of an internal project) is recognised if, and only if, all of
the following have been demonstrated:

e the technical feasibility of completing the
intangible asset so that it will be available for use
or sale;

e the intention to complete the intangible asset and
use or sell it;

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable
future economic benefits;

e the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

e the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets
the recognition criteria listed above. Where no
internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in
the period in which it is incurred. Subsequent to initial
recognition, internally-generated intangible asset is
measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same
basis as intangible assets acquired separately.

Payments to defined contributions schemes including
Mandatory Provident Fund Scheme and state-managed
retirement benefits schemes are charged as expenses
when employees have rendered service entitling them
to the contributions.

Government grants are transfers of monetary assets or
non-monetary assets from the government to the Group
at no consideration.

A government grant is recognised when there is
reasonable assurance that the grant will be received
and that the Group will comply with the conditions
associated with the grant. If a government grant is
in the form of a transfer of a monetary asset, it is
measured at the amount that is received or receivable.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Government grants
related to depreciable assets are recognised as deferred
income in the consolidated statement of financial
position and transferred to profit or loss over the useful
lives of the related assets. Other government grants
are recognised as income over the periods necessary to
match them with the costs for which they are intended
to compensate, on a systematic basis. Government
grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving
immediate financial support to the Group with no
future related costs are recognised in profit or loss in
the period in which they become receivable.

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated statement of comprehensive income
because it excludes items of income or expense that
are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax
rates that have been enacted or substantively enacted
by the end of the reporting period.
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Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary difference to the extent that it is
probable that taxable profits will be available against
which those deductible temporary differences can be
utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments and interests are only recognised to the
extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of
the temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of the reporting period and reduced to
the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of
the asset to be recovered.
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For the year ended 31 December 2012 {2 —F——F+ - A=1+—HILFE

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period. The measurement of deferred tax liabilities
and assets reflects the tax consequences that would
follow from the manner in which the Group expects,
at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.
Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in
other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

Property, plant and equipment including buildings held
for use in the production or supply of goods or services,
or for administrative purposes (other than construction
in progress) are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is provided to write off the cost of items of
property, plant and equipment other than construction
in progress, except for specialised production facilities
and moulds, over their estimated useful lives after
taking into account of their estimated residual values,
using the straight-line method.

Specialised production facilities and moulds which can
be identified in relation to specific production processes
are depreciated by reference to the expected production
volume of these facilities and moulds after taking into
account of their estimated residual values.
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Construction in progress includes property, plant and
equipment in the course of construction for production
or for its own use purposes. Construction in progress
is carried at cost less any recognised impairment loss.
Construction in progress is classified to the appropriate
category of property, plant and equipment when
completed and ready for intended use. Depreciation
of these assets, on the same basis as other property
assets, commences when the assets are ready for their
intended use.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the item) is included in profit or loss in the
period in which the item is derecognised.

Prepaid lease payments represent payments made to
acquire land use rights and are amortised on a straight-
line basis over the term of the land use rights.
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Investment properties are properties held to earn
rentals.

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated
impairment losses. Depreciation is charged so as to
write off the cost of investment properties over their
estimated useful lives and after taking into account of
their estimated residual values using the straight-line
method.

Transfers to investment property are made when and
only when there is a change in use, evidenced by end of
owner-occupation, for a transfer from owner-occupied
property to investment property.

Transfers from investment properties to owner-occupied
property (i.e., property, plant and equipment) are made
when and only when there is a change in use evidenced
by commencement of owner-occupation.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits are
expected from its disposals. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the
period in which the item is derecognised.
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Intangible assets acquired separately

Intangible assets with finite useful lives that are
acquired separately are carried at costs less accumulated
amortisation and any accumulated impairment losses.
The estimated useful life and amortisation method are
reviewed at the end of each reporting period, with
the effect of any changes in estimate being accounted
for on a prospective basis. Amortisation for intangible
assets with finite useful lives is provided on a straight-
line basis over their estimated useful lives.

An intangible asset is derecognised on disposal, or
when no future economic benefits are expected
from use or disposal. Gains or losses arising from
derecognition of an intangible asset are measured at
the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised
in profit or loss in the period when the asset is
derecognised.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are
initially recognised at their fair value at the acquisition
date (which is regarded as their cost). Subsequent to
initial recognition, intangible assets with finite useful
lives are carried at cost less subsequent accumulated
amortisation and any accumulated impairment losses,
on the same basis as intangible assets acquired
separately.
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary
nor an interest in a joint controlled entity. Significant
influence is the power to participate in the financial
and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting.
The financial statements of the associate used for
equity accounting purposes are prepared using
uniform accounting policies as those of the Group for
like transactions and events in similar circumstances.
Under the equity method, investments in associates
are initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group's share of the profit or loss and
other comprehensive income of the associates. When
the Group’s share of losses of an associate equals or
exceeds its interest in that associate (which includes
any long-term interests that, in substance, form part of
the Group's net investment in the associate), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations
or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount
of the investment. Any excess of the Group’s share of
the net fair value of the identifiable assets, liabilities
and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit
or loss.
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The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an
associate. When necessary, the entire carrying amount
of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 /mpairment
of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less
costs to sell) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.

When a group entity transacts with its associate, profits
and losses resulting from the transactions with the
associate are recognised in the Group’ consolidated
financial statements only to the extent of interests in
the associate that are not related to the Group.
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Joint venture arrangements that involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the
entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in jointly
controlled entities are initially recognised in the
consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s
share of the profit or loss and other comprehensive
income of the jointly controlled entities. When the
Group's share of losses of a jointly controlled entity
equals or exceeds its interest in that jointly controlled
entity (which includes any long-term interests that, in
substance, form part of the Group's net investment in
the jointly controlled entity), the Group discontinues
recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of that jointly controlled entity.

The financial statements of jointly controlled entities
used for equity accounting policies are prepared using
uniform accounting policies as those of the Group for
like transactions and events in similar circumstances.
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Upon disposal of a jointly controlled entity that results
in the Group losing joint control over that jointly
controlled entity, any retained investment is measured
at fair value at that date and the fair value is regarded
as its fair value on initial recognition as investment in
an associate or a financial asset in accordance with
HKAS 39. The difference between the previous carrying
amount of the jointly controlled entity attributable to
the retained interest and its fair value is included in
the determination of the gain or loss on disposal of
the jointly controlled entity. In addition, the Group
accounts for all amounts previously recognised in
other comprehensive income in relation to that jointly
controlled entity on the same basis as would be
required if that jointly controlled entity had directly
disposed of the related assets or liabilities. Therefore,
if a gain or loss previously recognised in other
comprehensive income by that jointly controlled entity
would be reclassified to profit or loss on the disposal
of the related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as a
reclassification adjustment) when it loses joint control
over that jointly controlled entity.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in a jointly
controlled entity. When necessary, the entire carrying
amount of the investment (including goodwill) is tested
for impairment in accordance with HKAS 36 /mpairment
of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs
to sell) with its carrying amount. Any reversal of that
impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with its jointly controlled
entity, profits and losses resulting from the transactions
with the jointly controlled entity are recognised in the
Group’ consolidated financial statements only to the
extent of interests in the jointly controlled entity that
are not related to the Group.
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For the year ended 31 December 2012 #{iZ2—F——F+ - A=1+—HILFE

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method. Net realisable value represents the
estimated selling price less all estimated costs to
completion and costs to be incurred in marketing,
selling and distribution.

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible and intangible
assets with finite useful lives to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any.
When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit
to which the asset belongs. When a reasonable
and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.
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If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but such that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit)
in prior years. A reversal of an impairment loss is
recognised as income immediately.

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of
the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term.
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For the year ended 31 December 2012 #{iZ2—F——F+ - A=1+—HILFE

When the leasehold land and buildings are in the course
of development for production or for administrative
purposes, the leasehold land component is classified as
a prepaid lease payment and amortised over a straight-
line basis over the lease term. During the construction
period, the amortisation charge provided for the
leasehold land is included as part of costs of buildings
under construction. Buildings under construction are
carried at cost, less any identified impairment losses.
Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and
condition necessary for them to be capable of operating
in the manner intended by management).

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
added to the cost of those assets until such time as
the assets are substantially ready for their intended use
or sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the year in which they are incurred.
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In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in the respective functional currency (i.e.
the currency of the primary economic environment in
which the entity operates) at the rates of exchanges
prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the
presentation currency of the Group (i.e. RMB) at the
rate of exchange prevailing at the end of the reporting
period, and their income and expenses are translated
at the average exchange rates for the year. Exchange
differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the
translation reserve).
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For the year ended 31 December 2012 #{iZ2—F——F+ - A=1+—HILFE

Financial assets and financial liabilities are recognised
in the consolidated statement of financial position
when a group entity becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group's financial assets are financial assets at fair
value through profit or loss (“FVTPL") and loans and
receivables.

Financial assets at fair value through profit or loss

A financial asset may be designated as at FVTPL upon
initial recognition if:

e  such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise; or
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Financial assets (continued)

Financial assets at fair value through profit or loss
(continued)

e the financial asset forms part of a group of
financial assets or financial liabilities or both,
which is managed and its performance is
evaluated on a fair value basis, in accordance
with the Group’s documented risk management
or investment strategy, and information about the
grouping is provided internally on that basis; or

e it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial asset at FVTPL includes the Group’s investment
in convertible notes which have been designated as at
FVTPL on initial recognition.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in
which they arise. The net gain or loss recognised in
profit or loss includes any dividend or interest earned on
the financial assets and is included in the other income,
gains and losses line item in the consolidated statement
of income statement.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial
recognition, loans and receivables (including trade and
other receivables, bank balances and cash and pledged
bank deposits) are carried at amortised cost using the
effective interest method, less any identified impairment
losses.
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Financial assets (continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of financial assets of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial assets, or,
where appropriate, to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest
basis for debt instruments.

Impairment of financial assets

Financial assets other than financial assets at FVTPL are
assessed for indicators of impairment at the end of the
reporting period. Financial assets are impaired where
there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of
the financial assets have been affected.

For loans and receivable, objective evidence of
impairment could include:

e significant financial difficulty of the issuer or
counterparty;

e default or delinquency in interest or principal
payments; or

e it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

Financial assets (continued)

Impairment of financial assets (continued)

For certain categories of financial asset, such as trade
and other receivables that are assessed not to be
impaired individually are subsequently assessed for
impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include
the Group's past experience of collecting payments,
an increase in the number of delayed payments in the
portfolio past the average credit period and observable
changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of trade and other receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or
loss. When trade and other receivables are considered
uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Financial assets (continued)

Impairment of financial assets (continued)

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised
cost would have been had the impairment not been
recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and
the definitions of a financial liability and an equity
instrument. An equity instrument is any contract that
evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The accounting
policies adopted for financial liabilities and equity
instruments are set out below.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of financial liabilities and of
allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees paid
or received that form an integral part of the effective
interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial
liabilities, or, where appropriate, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis.
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

Financial liabilities and equity instruments
(continued)

Financial liabilities

Financial liabilities including bank borrowings, and
trade and other payables are subsequently measured at
amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership
of the asset to another entity. If the Group retains
substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues
to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

On derecognition of a financial asset in its entirely, the
difference between the asset’s carrying amount and
the sum of the consideration received and receivable is
recognised in profit or loss.

Financial liabilities are derecognised when, and only
when, the Group’s obligations are discharged, cancelled
or expires. The difference between the carrying
amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

The key assumption concerning the future, and other
key sources of estimation uncertainty, that have a
significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year, is discussed as below:

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value
in use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order
to calculate the present value. Where the actual
future cash flows are less than expected, a material
impairment loss may arise. The discount rate represents
rate that reflects current market assessments of time
value of money and the risks specific to the asset
for which the future cash flow estimates have not
been adjusted. As at 31 December 2012, the carrying
amount of goodwill is RMB202,900,000 (2011:
RMB202,900,000). Details of the recoverable amount
calculation are disclosed in note 21.
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through
the optimisation of the debt and equity balance. The
Group's overall strategy remains unchanged from prior
year.

The capital structure of the Group consists of cash and
cash equivalents and equity attributable to owners of
the Company, comprising issued share capital, reserves
and retained earnings.

The directors of the Company review the capital
structure on an annual basis. As part of this review,
the directors consider the cost of capital and the
risks associates with each class of capital. Based
on recommendations of the directors, the Group
will balance its overall capital structure through the
payment of dividends and issue of new shares as well
as the issue of new debt or the repayment of existing
debt.

Financial assets TREE
Loans and receivables (including EREERFIE (B
cash and cash equivalents) RBE2EED)
Financial liabilities TRAE
Amortised cost B S5 P AN
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

The Group’s major financial instruments include trade
and other receivables, pledged bank deposits, bank
balances and cash, trade and other payables and bank
borrowings. Details of these financial instruments are
disclosed in respective notes. The risks associated with
these financial instruments include market risk (currency
risk and interest rate risk), credit risk and liquidity risk.
The policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk

Currency risk

PRC subsidiaries of the Company with functional
currency of RMB have certain foreign currency sales,
purchases, bank balances and cash, bank borrowings
denominated in US Dollar (USD), Hong Kong Dollar
(HKD), and Singapore Dollar (SGD), which expose the
Group to foreign currency risk.

The carrying amounts of the Group's foreign currency
denominated monetary assets and monetary liabilities at
the end of the reporting period are as follows.

Currency of SGD AT
Currency of HKD BT
Currency of USD e
Other foreign currencies EfoNE

AEENTESRTABHEEKE
2 BIA R B A WA - B R
TEF RTEHRERAE BHES
TRIA N EL At FE AN SRR MR TR AR
ZECTBRTAFENEMERE-
HZETMTAERENEREED
LR (8RR LA ERER) E
SRR EABE SRR T XHEH5
AR EZEFRBRORE EIEE
EELEEZTRAR  AERNE
BRI RBUEE M

i 5 I B

B

ARAZNEEERARE ZFTE
B ARBEA AR (XT) BT
(FB7T) Kot (Frpnsgoc) sHE
ZETHINEHE 3RB - RITHERK
Be RITEE EMENEEAR
SN [ B

R¥E|ERR NEBAINEHEZ
AEREERBERARZEEEN
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2011 2011
RMB'000 RMB'000
2% “E——F%
ARETTL ARETT
= 788,030

= 289,711

84,012 981
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Market risk (continued)

Currency risk (continued)

The Group is mainly exposed to the currency risk of
HKD, SGD, USD and other foreign currencies.

The following table details the Group’s sensitivity to
a 5% increase and decrease in the RMB against the
relevant foreign currencies. 5% is the sensitivity rate
used when reporting foreign currency risk internally
to key management personnel and represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity
analysis includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the period end for a 5% change in
foreign currency rates. A positive number below
indicates an increase in post-tax profit for the year
where the RMB weakens 5% against the relevant
currency. For a 5% strengthening of the RMB against
the relevant currency, there would be an opposite
impact on the post-tax profit for the year.

Increase (decrease) in post-tax
profit for the year
— If RMB weakens against
foreign currency
— If RMB strengthens against
foreign currency
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Market risk (continued)

Interest rate risk

The Group was exposed to cash flow interest rate
in relation to the pledged bank deposits and bank
balances. The Group interest rate risk is mainly
concentrated on the fluctuation of saving/lending rate
promulgated by the People’s Bank of China. The Group
is also exposed to fair value interest rate in relation
to the fixed rate bank borrowings as at 31 December
2011. Such borrowings were early settled during the
current year.

The Group manages its interest rate exposure based on
the interest rate level and outlook as well as potential
impact on the Group’s financial position arising from
volatility of the interest rate.

The Group currently does not have interest rate hedging
policy. However, the management will consider hedging
significant interest rate exposure should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to interest rates for pledged
bank deposits and bank balances at the end of the
reporting period. The analysis is prepared assuming
the pledged bank deposits and bank balances at the
end of the reporting period were outstanding for the
whole year. A 25 basis points (2011: 27 basis points)
increase or decrease is used when reporting interest
rate risk internally to key management personnel and it
represents management'’s assessment of the reasonably
possible change in interest rates.
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

Market risk (continued)

Sensitivity analysis (continued)

The management adjusted the sensitivity rate from 27
basis points to 25 basis points for assessing interest
rate risk after considering the standard of benchmark
interest rate adjustments announced by the People’s
Bank of China.

If interest rates on variable rate bank deposits and
balances had been 25 basis points (2011: 27 basis
points) higher/lower and all other variables were held
constant, the Group's post-tax profit for the year
ended 31 December 2012 would increase/decrease by
RMB2,952,000 (2011: RMBS8,114,000).

Credit risk

The Group’'s maximum exposure to credit risk in the
event of the counterparties’ failure to discharge their
obligations as at 31 December 2012 in relation to
each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debtors. In addition,
the Group reviews the recoverable amount of each
individual debtor at the end of the reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.
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Credit risk (continued)

The credit risk on liquid funds is limited because all
the counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

The Group has no significant concentration of
credit risk, with exposure spread over a number of
counterparties.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The management
monitors the utilisation of bank borrowings and ensures
compliance with loan covenants.
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For the year ended 31 December 2012 #{Z—F——F+—_A=1+—HBILFE

6. FINANCIAL INSTRUMENTS (continued)

Financial risk management objectives and
policies (continued)

Liquidity risk (continued)

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment terms. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay. The
table includes both interest and principal cash flows.

Liquidity and interest risk tables

&#MT AR (&)

MERRETEEEARRBE (8)

REELEE (F)

TRRE W T EEBRF A A
KSEFRTEERBENRSGRES O
HH ZRDREBEBRAKEEER
THBEENREAMNERAERD
AMRRERENBE -ZXRER
MNEMANERSRE -

BB SR FEER

Weighted
average Total Carrying
effective Less than Over  undiscounted amount at
interest rate 1 year 1-2 year 2-5 years 5 years cash flows 31.12.2012
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
RS-
mEFsy AWHARE t-A=1-H
R YME 1525 2558 5% nERE HEEE
% N4 S AEBTT AEBTT ABRTT AB®TR AERTT
2012 8-z
Non-derivative financial it eMAR
liabilities
Trade payables ENE5HE - 776,217 - 776,217 776,217
Bills payable EREE - 231,898 - 231,898 231,898
Other payables At ERFE - 322,438 - 322,438 322,438
Other payables for the acquisition of St —MHBARENERH
additional interest in a subsidiary EfERAHE - 22,000 - 22,000 22,000

1,352,553

1,352,553 1,352,553
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Liquidity risk (continued)

Liquidity and interest risk tables (continued)

Weighted
average
effective Less than
interest rate 1 year
% RMB'000
nETY
LGTIES HE
% AEETT
2011 3%
Non-derivative financial i QMAR
liabilities
Trade payables EE57E - 407,935
Bills payable EREE - 348,070
Other payables HtoERFE - 203,045
Other payables for the acquisiion of 5t MEE— BB A A BIMER )
additional interest in  subsidiary EtEME 531 11,000
Bank borrowings BOER 338 23,132

993,182

The fair value of financial assets and financial liabilities
is determined in accordance with generally accepted
pricing models based on discounted cash flow analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial
statements approximate their fair values.

1-2 year
RMB'000

1825
ARETT

11,000
22,778

33778

REEemE (7)

REBEE RFERE R Z% ()

Total Carrying
Over undiscounted amount at
2-5 years 5 years cash flows 31.12.2011
RMB'000 RMB'000 RMB'000 RMB'000
2%
AMRRE TZR=T-A

-y

155% #85F R MEEE
ANE#TT ARETT ARETT ARETT

- - 407,93 407935
- - 348,070 48,070
- - 203,045 203,045
- - 22,000 21,445
346 - 89,33 8,012
346 - 1,070,386 1,064,507
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

The Group is principally engaged in the research and
development, production and sale of single-use medical
device products, orthopaedic products and blood
purification products and operates in the PRC.

For management purposes, the Group is currently
organised into three operating divisions — single use
medical device products, orthopaedic products and
blood purification products. These divisions are the
basis of the internal reports about components of the
Group that are regularly reviewed by the chief operating
decision maker (Managing Director) in order to allocate
resources to segments and to assess their performance.

Principal activities of the Group’s operating segments
are as follows:

Single use medical -  production and sale of single
device products use consumables such as
infusion sets, syringes,
blood transfusion sets and

blood bags.
Orthopaedic — production and sale of
products orthopaedic products.
Blood purification ~ —  production and sale of blood
products purification products and

related medical equipment.

ANNUAL REPORT 2012 %

AEBFEREHE AERHEE
—REBEEWMER BREMRMN
MR FCEmR  FERERTE -

RERME ARERRDR=1E
REDE: —REERBRERSME
mn o BREMRMBFEER %F
AR ASEEHBOAR 2 RE
HE D THRIEZLERKE (B
FREE)ERZ ANBEEREDH
WaHEERR -

ZAS- S

JiE]

REDHNEBRBWOT

—RMEERE — LERBEE—
B AR L EE RNEE e
An 7 R

AL N
¥ 1M 2% M M

%O

ERER - LERMEE
RER:

mAFCER — LERFEEN
BOFCE f
MIEEEE
B



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2012 EHZ=—%F

7. SBEH (&)

SEGMENT INFORMATION (continued)

Segment revenues and results

The following is an analysis of the Group's revenue and

AN
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SR ER

AREBEEEDHONE

Wes &%

results by operating segment: BT
2012 —E2—_F
Single use
medical Blood
device Orthopaedic purification
products products products Eliminations Total
RMB’'000 RMB’000 RMB'000 RMB'000 RMB'000
— R
ERERESR BHER ORBLES Wik &k
AE®RTR AR%TRT AER%TR AERBTR AER®TR
Revenue Yogs
External sales INERSH & 3,063,636 223,015 402,464 - 3,689,115
Inter-segment sales A5 EHE 9,817 - 535 (10,352) -
Total &t 3,073,453 223,015 402,999 (10,352) 3,689,115
Segment profit 2 8% A 783,964 93,380 25,525 - 902,869
Unallocated expenses APEHAX (144)
Unallocated other income, gain KD B E AU A
and losses s RkEE 54,969
Share of loss of jointly EEERZHERER
controlled entities (4,401)
Share of profit of associates {5 & A B)i& 7 172,882
Profit before tax B 50 A 7 1,126,175
Inter-segments sales are charged at prevailing market NE D EBHE T RRITHEFE
rates.
SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED ILRESEEERAS S TERBRHERA
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

2011
Single use
medical
device
products
RMB'000
—RMEEA
BREMEM
ARETT
Revenue Wi
External sales N SHE 2,643,990
Inter-segment sales RBHEEE 10,025
Total At 2,654,015
Segment profit 2 EE A 706,278
Unallocated expenses AABRAX
Unallocated other income, gain KA B EMKA
and losses WmkEE

Share of profit of jointly EiEEREHEREN
controlled entities
Share of profit of associates

Gain on disposal of a jointly

FEEBE R AER
& — B KR 2

controlled entity ERmleE
Loss on disposal of subsidiaries ~ HEMBA RIRIEE
Profit before tax BR 25 A1 % A

Inter-segments sales are charged at prevailing market
rates.

The accounting policies of the operating segments are
the same as the Group’s accounting policies described
in note 3. Segment profit represents the profit earned
by each segment without allocation of expenses, other
income, gains and losses of the corporate function,
share of profit (loss) of jointly controlled entities,
share of profit of associates and gain/loss on disposal
of subsidiaries/a jointly controlled entity. This is the
measure reported to the chief operating decision maker
for the purposes of resource allocation and performance
assessment.

ANNUAL REPORT 2012 3§

Orthopaedic
products
RMB'000

BHER
ARETT

243,423

243,423

84,585

—EB——%F
Blood
purification

products Eliminations Total

RMB'000 RMB'000 RMB'000

mRFEmR HOR A&t

ARETT ARETT ARETR

293,164 - 3,180,577

- (10,025) -

293,164 (10,025) 3,180,577

42,536 - 833,399

(300)

48,870

99,842

51,419

2,568,534

(9,258)

3,592,506

NEB D BHEDRMITHEE -
18y EREY & 5T BUR BRI a3 Pt 2
AEB ST BRAR - 2 8% M 48
%ﬁﬂ%%ﬂ%mﬂ *H&ﬁi

H WA ~ (D RBBE A Wt M B 18 -
FER LR EEN (BE) .

HEE N RN R LENBAR,
—EHRERER NS, BB

RATRLERRERERDER
RAFHEHFNAELA -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %14 BA 75 5 3% i &%

For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

SEGMENT INFORMATION (continued) 7.

Segment assets and liabilities

The following is an analysis of the Group's assets and
liabilities by operating segment:

SEEH (&)
SHRERAR

AEBREENHOMEEERE
(ER NS

2012 —E—_%f
Single use
medical Blood
device  Orthopaedic purification
products products products Consolidated
RMB’000 RMB’000 RMB'000 RMB'000
—-RHER
BEARER EHER DLABLER #e
AR®TT AR®TT AR®TT AR®TT
Assets BE
Segment assets AREE 4,731,084 641,785 1,052,013 6,424,882
Interest in associates REEDAER 2,525,106
Interest in jointly controlled entities RERBHEEER 104,457
Investment properties REME 10,597
Deferred tax assets ERHEEE 24,402
Pledged bank deposits BRBIER 91,546
Bank balances and cash BOEBRAS 1,297,856
Consolidated assets GREE 10,478,846
Liabilities B
Segment liabilities AHAE 1,202,732 189,791 143,908 1,536,431
Other payable relating to the acquisition ~ ELUREE— M B AEIMER
of additional interest in a subsidiary BEHEMERTR
(Note 28) (Ht28) 22,000
Consolidated liabilities Reaf

1,558,431

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED IHREmEEERES TRERRHAERAA
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For the year ended 31 December 2012 #HZ ==

2011

Assets
Segment assets
Interest in associates
Interest in jointly controlled entities
Investment properties
Deferred tax assets
Pledged bank deposits
Bank balances and cash

Consolidated assets

Liabilities
Segment liabilities
Bank borrowings

Other payable relating to the acquisition

of additional interest in a subsidiary
(Note 28)

Consolidated liabilities

/élF
/\_LB 5}2
E/\ik**/\ %E
REREHERES
RENF
EEREEE
ERETER
BITEBRES

i
ST

SELL

BTEEE

BYE-ANELRRIMES
AR EMFR

(HizE28)

——Ft+ZA=1T—HIEFE

Single use
medical device
products
RMB'000
—REEA
ERSRER
ARBTT

3,831,787

977,822

For the purposes of monitoring segment performances

and allocating resources between segments:

e all assets are allocated to operating segments
other than investment properties, pledged bank
deposits, bank balances and cash, deferred tax
assets, interest in jointly controlled entities and
interest in associates; and

e all liabilities are allocated to operating segments
other than other payables relating to the

acquisition of additional interest in a subsidiary.

ANNUAL REPORT 2012 3§

—T——F
Blood
Orthopaedic purification
products products Consolidated
RMB'000 RMB'000 RMB'000
EHER NRHMLER g8
ARET T ARE T ARET T
477,226 681,902 4,990,915
2,374,267
28,858
3,460
15,757
107,472
1,851,238
9,371,967
54,118 23,041 1,054,981
84,012
21,445
1,160,438

EENZENDERBEMDEE
ﬁmam.

PMEEBENRERENE E
KREYF BRRITER - R]IT
G N E N ?Eiﬁlﬁé? IS
H R E I E B A at MO B &
“TE’HEME%QI\?

FERENIRERENE F
BRAKER— Fﬁﬁﬁ% TZ%E
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %14 BA 75 5 3% i &%

For the year ended 31 December 2012 EHZ=—%F

——F+-RA=+—HIFE

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LR HEEEER D

7. SEGMENT INFORMATION (continued) 7. FEPEHE (&)
Other segment information Hth o EBEFE
2012 —E—_F
Single use
medical Blood
device  Orthopaedic  purification
products products products Total
RMB'000 RMB'000 RMB'000 RMB'000
—RiEER
ERBWER EHER NLRBLER ]
ABRTR ARRTR AE¥TIL AR®TRT
Amounts included in the measure of STEABENAS BEERE
segment profit or segment assets: FE:
Additions to property, plant and equipment  #T2%1%  E L& & 586,338 49,253 229,243 864,834
Allowance for bad and doubtful debts REERE 1,415 (1,804) 5,957 5,568
Release of prepaid lease payment BREENRNE 7,944 193 1,854 9,991
Amortisation of intangible assets AR EERH 1 3,114 - 3,115
Depreciation of property, nE BEREENE
plant and equipment 88,821 20,942 15,320 125,083
(Gain) loss on disposal of property, WEME  BERZE (WR) B8
plant and equipment (157) 116 28 (13)
Research and development expenditure ikl 128,764 29,605 12,218 170,587
Government grant B (3,611) (5,983) (2,464) (12,058)
Rebate of value added tax ("VAT") BEN ([RLEH])ER (42,333) - - (42,333)

FHREROBERA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS %7 & BA 75 5 3% Bt

For the year ended 31 December 2012 #HZ ==

At

ANNUAL REPORT 2012 3§

7. SEGMENT INFORMATION (continued) 7. 9WBEH (&)
Other segment information (continued) HthoaIFE (&)
2011 —ET——%F
Single use Blood
medical device Orthopaedic purification
products products products Total
RMB'000 RMB'000 RMB'000 RMB'000
—RER
BERMER EHER MRFLER ga
AREFT ARETTL AREFT ARETT
Amounts included in the measure of STEASENA S BEERE
segment profit or segment assets: FE:
Additions to property, plant and equipment  #T2%% BE L& 856,268 34,775 252,563 1,143,606
Allowance for bad and doubtful debts REERE 13,856 2,286 = 16,142
Release of prepaid lease payment BNESARNE 5,594 193 275 6,062
Amortisation of intangible assets BYEERH - 3,114 - 3,114
Depreciation of property, nE BEREGEHE
plant and equipment 66,671 14,241 13,388 94,300
Loss (gain) on disposal of property, LENE - BERR
plant and equipment B (Y&) 146 64 (20) 190
Research and development expenditure MRS 112,379 20,854 8,798 142,031
Government grant B8 (10,049) (2,240) (130) (12,419)
Rebate of VAT EERRN (39,288) - - (39,288)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 4:4 BA 7SR Pt

For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

7. SEGMENT INFORMATION (continued) 7.

Revenue from major products

SEEH (&)
FERERBR

2012 2011
RMB’000 RMB'000
—®--f —T——%
AEMTRE ARETFR

Sale of single use medical device SHE — R A B R SSWE M@
products
— Infusion sets — B ES 1,129,038 937,652
— Syringes —T a8 530,805 469,694
— Pre-filled syringes — B E 5T 25 158,586 126,492
— Needles — &M 612,085 549,263
- Blood bags and sampling — M &R &Y o N R M0 2 on
products 272,989 250,003
— PVC granules —PVCHL R 67,455 63,896
— Other products —HEm 292,678 246,990
Sale of orthopaedic products HEBREM® 223,015 243,423
Sale of blood purification products $HE MR FLEm 402,464 293,164

Information about major customers

There is no single customer contributing over 10% of
total sales of the Group for both years.

Geographical segment

The Group's operations, assets and most of the
customers are located in the PRC. Accordingly, no
geographical analysis of non-current assets and
customers is presented.

3,689,115 3,180,577

FEEFRMEH

RAEFEERN HEE-FPHE
HEAAEBEHERNI0% °

it & 5 &1

AEENREXT BERKED
BEFPAMNTE - Hit - #AZIF
MBBEEREFPHMED -

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LB EEEEERSD FRRKRMNERE A
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

Imputed interest expenses on other
payable

Interest on bank borrowings wholly
repayable within five years

Less: Amount capitalised in
construction in progress

RITEEN B

Borrowing costs capitalised during the year arose on the
general borrowing pool and are calculated by applying a
capitalisation rate of 2.67% (2011: 3.38%) per annum
to expenditure on qualifying assets.

PRC Enterprise Income Tax R ETE

Deferred taxation (Note 29)

Under the Law of the People’s Republic of China
on Enterprise Income Tax (the "EIT Law"”) and
Implementation Regulation of the EIT Law, the tax rate
of certain PRC subsidiaries is 25%.

In accordance with the “Notice of the State Tax Bureau
of the Ministry of Finance Regarding Certain Preferential
Treatment Policies on Enterprise Income Tax”, New and
High Technical Enterprise was subject to income tax at a
tax rate of 15%.

ANNUAL REPORT 2012 %

ARAFATEEERED

B ERTRERTEN

FEEFTE (FI5E29)

2011
RMB’000
—EF——4F

ARETT

H A R SR 2 #HEEF B X

1,081
3,357

(3.296)
1,142

FERNERNE 2 BEERATIR — R E
EhEE NHEAGEREERX
CEEBEREER267% (ZFE——
% :338%):5t&E -

2011
RMB'000
—ET——F

ARET T

127,724
(3,252)

124,472

BRIE(RPEAREMBICEMER
EY ([EMBRIE]) R (B
BREEBIEH) - BTHEHMRBA
A ZMEH25% ©

RE(MBRBEXRERREREL
EFrFBRETERHRNERN) S
R R AIR15% W R P i5
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For the year ended 31 December 2012 #{Z—F——F+-_A=1+—HBILFE

Weihai Jierui Medical Products Company Limited
("Jierui”), Shandong Weigao Orthopaedic Device
Company Limited (“Weigao Ortho”) and Weihai Weigao
Blood Purification Products Company Limited (“Weigao
Blood"”) were recognised as Shandong Province New
and High Technical Enterprises (1L &R & &= # £ fif
%) for the year ended 31 December 2012 and 2011.
Therefore, they were subject to income tax at a tax rate
of 15% for both years.

Jierui was recognised as a “Social Welfare Entity” and
pursuant to Guo Fa (2007) No. 92 issued by the State
Council, with effect from 1 July 2007, Jierui is subject
to a statutory tax rate but an amount equivalent to
the total salaries paid to staff with physical disability is
further deducted from the taxable income of Jierui and
the rebate of value added tax is exempted from the PRC
income tax. Jierui is subject to income tax at a tax rate
of 15%. The tax charge provided for the years ended
31 December 2012 and 2011 were made after taking
these tax incentives into account.

Taxation for other PRC subsidiaries are calculated at a
tax rate of 25% (2011: 25%).

No provision of Hong Kong taxation has been made
for Weigao International Medical Company Limited,
Wego Medical Investment Company Limited and Wego
Medical Holding Company Limited as they did not have
assessable profit in Hong Kong during both years.

No provision of overseas taxation has been made for
Weigao Medical (Europe) Company Limited, Wellford
Capital Limited and Weigao Medical Germany GmbH as
they did not have assessable profit made during both
years.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED 3 i = & B &8

BS2ImER %DDE[@A?((/%
W) LWRBEEERMEERA
U@%%ﬂﬂ&@ﬁ@%mﬁﬁm
%%ﬁ@ A ([FemKl) &k
RERBE_ZT——_FR_T—%F
+_H_+ HIEFELRE=H
BT WREMFARNRIS%H
R MPTIET -

BInERRE LSRN EE] I
B 15 B 75 Br 2% 2 B3 (2007) 5
NHEXH B _FTZELFLH—H
i ORIGINAER AT B R - B4
ERINTFTEEEIF RS
BE— 2B RInAE R AP
B MBERERNEFRBEAEH
¢m@ B B B 15% 8 R B P

BH-HEzE-_T——FR_F——
¢+7ﬂ7+ AIEFE 2B
HEBRBEZSENBEREMED -

H At P Y B 2 7 BB T 25%
=B —— 4 25%) BLEHH -

BMERBSEEREEZERERA
ﬁ BEBEREEBRAFRIKES
BEEERAERARMNEBHIEEL
BiE REAMFTFANREREREAEL
HER TR A o

MERRSERE (BN BERA
Wellford Capltal Limited % B /= EQ%
i (EE) BRAFREINIIEE

R RE AR FAREFILERE
AR At Al o
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For the year ended 31 December 2012 {2 —ZF——F +—_A=1+—HILFE

The charge for the year can be reconciled to the profit B AN 2 B 56 18 B ? ZHE K AR
per the consolidated statement of comprehensive KPR RMNERAT
income as follows:
2011
RMB’000
—ET——F
ARET T
Profit before taxation B B A& A 3,592,506
Taxation at the domestic income tax L 15% B AMSEHEGTER
rate of 15% (2011: 15%) MBEB(ZE——%:15%) 538,876
Tax effect of share of loss (profit) of (R REEHIETLEE 2 EiE
jointly controlled entities CaM)MBBT e (14,976)
Tax effect of share of profit of FEAG Bt & & Bl 208 A AY
associates M2 (7,714)
Tax effect of income not taxable for FR B M E B AR UWA Z
tax purpose mis 2 (392,679)
Additional tax benefit in research and 3k &N 2 BN TS B =
development cost (note) (PEE) (8,592)
Additional tax benefit to a social HEREMNER ZFEN
welfare entity MBS (3,489)
Utilisation of estimated tax losses BAME R TR T
previously not recognised T I B 1B -
Tax effect of deductible temporary REESR AT HT E B = RE A
difference not recognised M2 1,590
Utilisation of deductible temporary AP RERE AN
difference previously not =R
recognised =
Tax effect of tax losses not recognised RIER KT IEE BTS2 -
Tax effect of expenses not deductible FFBE M =S T—ITD At 7 S #Y
for tax purpose M E 10,727
Effect of differential tax rate on TH%R—?—%TZIKE Elfob-%-
the Group 948
Others H A (219)
Taxation I 124,472
Note: Additional tax allowance was granted by the PRC tax Mizr: PEIRMBHBEERRTEREEZ

authority in respect of the research and development cost
of RMB78,020,000 (2011: RMB57,280,000) incurred in new

products.
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For the year ended 31 December 2012 HZ=—ZE—=—F+=-_FA=+—HILFE

Rebate of VAT (note a) BEBERX (MiEa)
Government grant (note b and c) BT RE (Bt sEbKc)
Bank interest income RATH B HA

Rental income (Note 32) He WA (FEE32)
Net exchange gain (loss) b H Yz (E18) F5

Loss from changes in fair value of

BERRAFEFT ABREN

financial assets designated as at TRMEEATEEZHER
FVTPL

Others H

Note: B &

As Jierui was recognised as a “Social Welfare Entity”, the Tax
Bureau in Weihai granted a rebate of the value added tax paid
by Jierui with effect from 1 May 1999 on the basis of “payment
first then rebate”. Pursuant to Guo Fa (2007) No0.92 issued
by the State Council, with effect from 1 July 2007, Jierui was
granted a rebate of value added tax determined with reference
to the number of staff with physical disability. For each staff
with physical disability, six times of the minimum salary
approved by the local government in Weihai is granted to Jierui
as rebate of value added tax but subject to an annual maximum
limit of RMB35,000 per staff with physical disability.

During the year, a government grant of RMB4,584,000 (2011:
RMB5,230,000) was awarded to the Group mainly for specific
research and development projects completed during the year
ended 31 December 2012 and are recognised as income when
the government grants were received.

1) Pursuant to the Notice on the Budget for First Topics
of National High-tech Research Development Plan for
the Year 2011 Guokefacai [2011] No. 129 issued by
the Ministry of Science and Technology of PRC, the
Company received the second specific government grant
RMB1,870,000 for purpose of incurring research and
development of glucose check and insulin injection micro
system. It was recognised as income during the year ended
31 December 2012 when the government grants were
received.

2) During the year ended 31 December 2012, other subsidies
of RMB2,714,000 (2011: RMB5,230,000) was awarded
to the Group by Bureau of Finance of Weihai High-tech
District and are recognised as income during the year
ended 31 December 2012 when the government grants
were received.

During the year ended 31 December 2012, the release
of government grants related to assets amounting to
RMB7,474,000 (2011: RMB7,189,000) is recognised as other
income (Note 30).

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LiZ &= &

(a)

2011
RMB'000
—F——F
ARETTT

39,288
12,419
6,447
1,946
(15,906)

(6,834)
4,857

42,217

HRRIRERRA [te@AeZE]
ALEEHEBRRRR L EERR
K H—ANAFRA—BRBRER R
Al A [ RERE] - BBk 2%
H 2 B2 (2007) BRFEXMH A
TLtFEELA—HBER BRERH
FEERERNDLEREE T 28E
BT -MELEREETMmM:S  BIRTH
rJZ/imﬂurﬁﬁ}tt/ﬁzﬁﬁfﬁ&#ﬁﬁzm

TR EASERRR  EERER
;IZ %REJ*HE?%/\EM%OOO
=

5 T % Bh
#4,584,000 (Z T ——F: A
5,230,0007T) @ I 7 W EX R AT 4
R AN -

1) REBEFERSERMHELOER
—Tffilaa%‘&%mﬁaﬂé@
AEE—REEEESNBEARE
%’*57}[2011]129%'2K257?i§
AR MAERR R RS EESINR
SOR B UL AN 55 — R EE TE U 4 B
AR #1,870,000c - HR&EE
—E——F+-_A=+—HIHF
i%ﬂ&ﬂxﬂz}ﬁﬁﬁﬁhﬁ&%ﬁﬂ&

2) REZE-_E——F+-A=+—
BIEFERN  BESHEY K
REBAEBEMBUARE
2,714,000 (ZZE——F: AR
#5,230,000T) F TREZ=-F
——F+-A=1+—HILEFER
U BR BK 7S e B B FE SR B LA o

REBEE_ZE——F+=-_A=+—81t
FERN BREBEENBRFIHEOAR
#7 474,000 (Z T ——F: AR
7,189,0007T) R B H b Wg A (F5E

30) °

EERRS FRAROARA
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Profit for the year has been arrived at
after charging (crediting):
Allowances for bad and
doubtful debts
Amortisation of intangible assets
(included in administration
expenses)
Auditors’ remuneration
Depreciation of property, plant and
equipment
Depreciation of investment properties
Prepaid lease payments charged to
profit or loss
Rental payments in respect of
premises under operating leases
Research and development
expenditure (including staff
costs of RMB68,335,000
(2011: RMB47,346,000)
Cost of inventories recognised as an
expense
Staff costs, including directors” and
supervisors’ remuneration
— Retirement benefits scheme
contributions
— Salaries and other allowances

Total staff costs
(Gain) loss on disposal of property,
plant and equipment

ANNUAL REPORT 2012 5 %

For the year ended 31st December, 2012 HZ=—Z—=—F+=-F=+—HILFE

F R AR (G A) T
BREBED:
RIZAR A

BV & B
(BRRITERAXT)

1% B AN B &
W BERRENTE

REMEFE

ERmXRMGOAENEEFR

R=BHENYEHRS

MEERBESH (BEET
A AR #68,335,0007T
(Z2—F: AR%
47,346,0007T) )

BRAEAIHNFEEXAR

BT A
(BRESLESHH)
— RIKAE FI T &) R

— ¥ MHEMER
B ITKA4%

HEME  BWE &
& (W) BHE

2011
RMB’000
—EF——4F
AREFIT

16,142
3,114
1,900

94,300
300

6,062

7,511

142,031

1,043,832

78,015
367,981

445,996
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31st December, 2012 #Z =T —

EMPLOYEES’ EMOLUMENTS

12. DIRECTORS’, SUPERVISORS’ AND

Directors’ and supervisors’ emoluments

Supervisors are the members of the supervisory
committee of the Company.

The emoluments of directors and supervisors during the
year are analysed as follows:

N

1N.E5 -ESRESFHM

ESREFHe
EFERADAEZTGHKE -

e B HmARNE

ZHE+ZA=T+T—HIEFE

FRN EZTREZNMELTOT

2012 201
ZE-C F-
Retirement Retirement
Salaries benefits Salaries benefits
and other schemes and other schemes
Fee  allowances contributions Total Fee allowances  contributions Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
MR aRd ) MR RINE
g Rt 2R Al ax {53 o2y HE TS &
ABRRTR AERTT ABRTR ARRTR ARETT ARETT ARETT ARETT
Chief Executive and directors  fIR#HHES
Mr. Zhang Hua Wi RERLE - 1,301 1 1,308 - 46 3 429
Executive directors UiTES
Mr. Wang Yi IRiE - 1,092 1 1,099 - 349 3 352
Mr. Wu Chuan Ming (resignedon ~~ SEM% A (R=F—=F
27 December 2012) +ZA-HEREE) - 433 5 438 - 186 3 189
Mr. Mizo Yan Guo (resigned on BREELE (R=F-=
27 December 2012) ToAZTHAEH) - 416 5 a - M 3 214
Mr. Wang Zhi Fan (resigned on THERE(R-E——F
27 December 2012) TZAZTLERME) - 364 5 369 - 256 3 259
- 2,305 22 2,321 - 1,002 12 1,014
Non-executive directors FuiTES
Mr. Chen Xue Li REHEE - - - - - - - -
Mrs. Zhou Shu Hua ARERT - - - - = = = -
Mr. Li Bing Yung (resigned on ARG (RZE-2F
27 December 2012) TZRAZTLAEME) - - - - = = = =
Mr. Jean-Luc Butel (resigned on Jean-Luc Butel £ £ (R =%
7 March 2012) —ZEZAtAEf) - - - - - - - -
Mr. Christopher J. 0'Connell Chrlstopher . O Connell &4
(appointed on 21 May 2012)
ﬂﬂ Jr BRE) - - - - = = = =
Independent BUFMTER
non-executive directors
Mr. Lo Wai Hung EREAE 97 - - 97 97 = = 97
Mrs. Fu Ming Zhong DETx e n - - n 18 = = 18
M. Li Jia Miao FFALE n - - n n - = n
Mrs. Wang Jin Xia (appointed on ~~ ESREX L (R=F-F
21 May 2012) A= t—REEf) 4 - - 4 = = = -
Mr. Luan Jian Ping (resigned on SRTGE(R-E-2F
15 March 2012) ZATHAEE) 18 - - 18 7 - - 72
303 - - 303 259 - - 259
Supervisors ER
M Miao Hai Sheng HRERE - 325 5 30 = 169 2 m
Ms. Bi Dong Mei * e - - - - - 07 2 229
Ms. Chen Xiao Yun # RBERt! - - - - = 175 2 177
- 325 5 330 = 571 § 577
303 3,931 34 4,268 259 1,999 21 2,219
# The two supervisors worked for Weigao Holding since 2012, 0 MEEFA T —FREBNES

and the salaries and other allowances and retirement benefits
schemes contributions were paid by Weigao Holding.

S EFH e R HE MR FMORKERNE
BT ARDEE A

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L5 i & B &

SR FHRBRNERAR
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For the year ended 31st December, 2012 #{Z2 —ZT——F+-_A=+—HILFE

Of the five individuals with highest emoluments in the
Group, two (2011: two) were directors of the Company
whose emoluments are included in the disclosure
above. The emoluments of the remaining three (2011:
three) individual were as follows:

¥ MEMmRET

Salaries and other benefits

Their emoluments were within the following band:

Nil to HKD 1,000,000
HKD1,000,001 to HKD 1,500,000

£ %1,000,0007% 7T
1,000,001 TE
1,500,000/ 7T

During the two years ended 31 December 2012, no
emoluments were paid by the Group to the directors
and supervisors as an inducement to join or upon
joining the Group or as compensation for loss of office.

Neither the directors nor any of the supervisors waived
any emoluments in the year ended 31 December 2012
(2011 nil).
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AEBRUSREMEALH WA
(ZBE——F MB)R/ARAE
= EEOMEFBER EXERE-
HBR=BAL(ZE——F:=%8)
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2011
RMB’000
—EF——4F

ARETT
1,447

BHERMSHELT

2011

No. of
employees
—F——F
EEAH

BE-_F—-fF+-A=1T—HL
MEFEN ARBEILE NS
TEFREF FRRIMARSE
[ 3570 0 A B ) B2 - 3K 1E 7 R
i1 ©

Bz Z——F+-_A=+—81t
FE B EE E ol B E AREE (T BN
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Dividends recognised as

distribution during the year:

2012 Interim — RMB0.033
(2011: interim dividend
— RMBO0.029) per share

2011 Final — RMB0.03
(2011: 2010 final dividend
— RMBO0.075) per share

For the year ended 31st December, 2012 HZ =%

FABRBR/D RIS

—E-——FHHEKRE
—ERARY0.0337T
(Z2——F - HRE
— AR ¥0. 029fc)

—E——FRHERK,
—thAEMowx
(ZE—F 22 —ZF
REAR B — AR®0.0757T)

——Ft+t-A=t—HLHFE

2011
RMB’000
—EF——4F
AREFIT

129,815

167,864

297,679

The final dividend of RMB0.033 per share in respect
of the year ended 31 December 2012 (2011:
RMBO0.03) amounting to RMB147,720,000 (2011:
RMB134,291,000) has been proposed by the directors.
The proposal is subject to approval by the shareholders
in the forthcoming annual general meeting.

The calculation of the basic earnings per share
attributable to owners of the Company for the each of
reporting period is based on the following data:

Earnings 2%
Profit for the year attributable to
owners of the Company

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L3 i = & B &

EEREERNEBE_Z—Z=F
+ A=+ —HBLEFEMNKRBR
BEERARK0033T(ZEE——
F:AR®0.037T) A ARK
147,720,000 (ZZE——F: AR
#134,291 ooom ZEBEAKLK
RAERBRTHBREAFTE RS it
&&-ﬁﬂﬁ%o

REREME NQAEBE ARMA
%%KEﬂEEﬁTﬂ%ﬁﬁ

mm%

2011

RMB’000
—T——F
ARET T

RRBGER A EMHEF AR

3,462,172

B TERROBRA
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For the year ended 31st December, 2012 #{Z2 —ZT——F+-_A=+—HILFE

2011
‘000
—T——F
Number of shares B% {7 & B
Weighted average number of M EERERREFT
shares for the purpose of 5 B AR 10 N F 5 &K
basic earnings per share 4,417,726
The calculation of the basic earnings per share for the XEEERERNBAZEARR A H
year is based on the profit for the year attributable EAEBBARFEFERMNHDARE
to owners of the Company of approximately 996,486,000 (T ——F: AR
RMB996,486,000 (2011: RMB3,462,172,000) and #3,462,172,0007T ) & F A 2 1T
number of ordinary shares of 4,476,372,000 (2011: T B8 E4,476,372,0000% (=
weighted average number of ordinary shares of TE-——F - EERMETFHER
4,417,726,000) in issue during the year. The number 4,417,726,000) st E B E =
of ordinary shares for the purpose of calculating basic T——F+ZA=+—BHLFE
earnings per share for the year ended 31 December N M EETRERBIMSHE
2011 has been adjusted for the bonus issue set out in MRS B 2 B FE3 1 PTE Y AL AR B
note 31. TELHAE-
No diluted earnings per share is presented because HARRAFES E—FEHEE
no potential ordinary shares were outstanding in the BERTETRRKRERGD WHEZNE
current year or in the prior year. RS R A -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 434 B R s

For the year ended 31st December, 2012 B2 —F——F+ - A=+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. 9 BERER
Furniture,
fixtures
Construction Plant and Motor and office
in progress Buildings machinery vehicles Moulds  equipment Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
REBERE
ERIE BEN BERER RE HR RELERE st

ARETR  ARETR  ARBTRT  ARETT  ARETR  ARETR  AR%TR

COSsT 7%

At 1 January 2011 R=E——%-F-H 526,625 516,881 582,872 37,475 11,404 83,388 1,758,645
Additions NE 1,083,359 1,783 35,007 10,145 - 13,312 1,143,606
Transfer gz (124,243) 10,106 110,231 617 - 3,289 -
Transfer from investment properties Bk &£ & = 14,191 = = = = 14,191

Disposals HE - - (1,267) (533) - 2,777) (4,577)
Disposal of a subsidiary HE—FNBAR = = = (912) = (405) (1,317)
At 31 December 2011 R=Z——%+-A=1+-H 1,485,741 542,961 726,843 46,792 11,404 96,807 2,910,548
Additions HE 675,471 5,531 113,869 9,529 - 60,434 864,834
Transfer 83 (203,853) 48,320 148,912 652 - 5,969 -
Transfer to investment properties ~ EEZRENF - (9,934) - - - = (9,934)
Disposals e - - (9.944) (3,796) - (1,987) (15,727)
At 31 December 2012 R-Z--%+-A=1+-H 1,957,359 586,878 979,680 53,177 11,404 161,223 3,749,721

DEPRECIATION E

At 1 January 2011 R=E——%-f-H 2,314 80,268 179,981 18,852 11,170 54,676 347,261

Provided for the year EREE - 16,316 57,064 6,909 234 13,777 94,300
Eliminated on disposals N - - (815) (428) = (2,577) (3,820)
Disposal of a subsidiary HE-FHHBAR = = = (425) = (306) (731)
Transfer from investment properties B E £ & - 3,046 = = = = 3,046
At 31 December 2011 R=Z——%+-A=1+-H 2314 99,630 236,230 24,908 11,404 65,570 440,056
Provided for the year FREE - 20,926 73,299 7,505 - 23,353 125,083
Eliminated on disposals R ER K - - (7,053) (2,936) - (1,025) (11,014)
Transfer to investment properties ~ EEZRENE - (2,653) - - - = (2,653)
At 31 December 2012 R-Z--%+-A=1+-H 2,314 117,903 302,476 29,477 11,404 87,898 551,472
CARRYING VALUES IEmE

At 31 December 2012 R-Z--%+-A=1+-H 1,955,045 468,975 677,204 23,700 - 73,325 3,198,249
At 31 December 2011 R=Z——%+-A=1+-H 1,483,427 443,331 490,613 21,884 - 31,237 2,470,492
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For the year ended 31st December, 2012 #{Z2 —ZT——F+-_A=+—HILFE

The above items of property, plant and equipment
other than construction in progress are depreciated
on a straight-line basis after taking into account their
estimated residual values and at the following rates per
annum:

Buildings 3.2-95%
Plant and machinery 9.5%
Motor vehicles 19%
Moulds 10%

Furniture, fixtures and office equipment 19 - 47.5%

The buildings of the Group are situated in the PRC and
the leasehold land is under medium-term lease.

The construction in progress represented buildings,
plant and machinery, motor vehicles and fixtures under
construction which are situated in the PRC.

At 31 December 2012, the Group has pledged buildings
having a carrying value of approximately nil (2011:
RMB45,919,000) to banks to secure bank borrowings
granted to the Group.

ANNUAL REPORT 2012 5 %

Eimm=  BENRREEE (£
TA2RRON) ABAETLET AR (AT F
SEER B NIFRFE:

FREY) 3.2%9.5%
%5 B 2% 9.5%
B 19%
RA 50%

RE BEEEX

RN 19ZF47.5%
AEBMEZEEYHURPRE  mMA
EL AR BANES -
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For the year ended 31st December, 2012 B2 —ZFT——F+-_A=+—HILFE

COST
At 1 January 2011
Transfer to property, plant and equipment

31 December 2011
Transfer from property, plant and equipment

31 December 2012

DEPRECIATION

At 1 January 2011

Provided for the year

Transfer to property, plant and equipment

At 31 December 2011
Provided for the year
Transfer from property, plant and equipment

At 31 December 2012

CARRYING VALUES
At 31 December 2012

At 31 December 2011

The fair value of the Group’s investment properties
of approximately RMB13,776,000 as at 31 December
2012 (2011: RMB4,351,000) has been determined by
the directors. The valuation performed by the directors
was arrived by reference to recent market prices
of properties in the same location and with similar

conditions.

The above investment properties are depreciated on a

straight-line basis at 5% per annum.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED IWERE = EEE

RMB’000
ARETFIT
5% 3
R-_ZE——F—H—H 18,715
EEIYE - BENKE (14,191)
—E——®+=-A=+—8 4,524
EBEAYFE HELKE 9,934
—F——®#+=-_A=+—H 14,458
wE
R-_ZF——F—H—H 3,810
FRNEAE 300
EEEYE  HE RRE (3,046)
R-ZE——F+=_A=+—H 1,064
FNEE 144
BEAYE -WBEMEKE 2,653
R—_E——F+_A=+—H 3,861
MR @ E
R—_ZE——F+_A=+—H 10,597
R-_E——&F+_-_A=+—H 3,460

AEEREYMER-_ZT——_F+=
A=+t —HHAFEHAEARK
13,776,0007C (= ZE——F : ARKE
4,351,0007C) "ZAFEREEE
E-EFEITHMHET B LB
MERKEGETYELANMEER
%o

PR EYMRIBREREAFER% T
A& -

BEn FHmiknBRAR
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For the year ended 31st December, 2012 HZ=Z —

“FE+ZA=+—RHIFE

The carrying value of investment properties shown ARt EMERMERAEBIERE
above comprise of buildings erected on: Rt T3 2 AR -
2011
RMB'000
—E——4F
AREF T
Land in PRC 7O AR B A
Medium term lease HHERFE 49 3,460
2011
RMB’000
—E——F
ARET T
The Group's prepaid lease payments AEEBEMTBENEEREBRIE:
comprise:
Leasehold land in PRC R B R E £
Medium-term lease HrERFE 49 386,923
Analysed for reporting purposes as: B EIRE DT A
Current portion (Note 23) BEREL > (BfT=E23) 8,424
Non-current portion JEBNHA &6 378,499
386,923
The leasehold land in PRC is held under medium-term ERBEMEE T TR IB43ES0F
lease of 43-50 years. WA OEE -
At 31 December 2012, the Group has pledged prepaid RZE——ZF+ZHAH=+—H 'K
lease payments with a carrying value of approximately SEBERENST T (ZE—%F:
nil (2011: RMB33,512,000) to banks to secure bank AR #33,512,000t) BN HE

borrowings granted to the Group.
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For the year ended 31st December, 2012 HZ =T —=—F+=-/A=+—HILFE

COoST XA
At 1 January 2011, 31 December 2011 A

Additions NE

At 31 December 2012 RZE——F+-A=+—H
AMORTISATION B

At 1 January 2011 R_E——F—H—H
Charge for the year FRFX

At 31 December 2011 R-E——%+=-HA=+—H
Charge for the year FRFX

At 31 December 2012 RZE——F+-A=+—H
CARRYING VALUES RREE

At 31 December 2012 RZE——F+-A=+—H
At 31 December 2011 RZE——F+-HA=+—H

The registration rights were acquired on acquisition of
subsidiaries from independent third parties. They are
amortised on a straight-line basis over a period of 10
years.

The patent rights have an estimated useful life of 10
years. No amortisation has been recognised in the
current year as it was acquired close to year end.

Registration Patent
rights rights Total
Bl L XL At
RMB'000 RMB’'000 RMB’000

ARBTT AR®TRT ARET:R

31,144 = 31,144
= 5,200 5,200
31,144 5,200 36,344
10,295 = 10,295
3,114 = 3,114
13,409 = 13,409
3,115 = 3,115
16,524 = 16,524
14,620 5,200 19,820
17,735 = 17,735

RUEE B A B AB T £ = 5]
BrLE - EREMNOFHEKRE
T A Y o

ENRABI0F 2Bt EREN-
AETDREOFEREE  SRA
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For the year ended 31st December, 2012 HZ=—Z—=—F+=-F=+—HILFE

Cost of unlisted investment, at cost
Share of post-acquisition loss

Details of the Group’s jointly controlled entities as at 31

December 2012 and 2011 are as follows:

Name

-1

Weigao Nikkiso (Weihai)
Dialysis Equipment Co., Ltd.
("Weigao Nikkiso") (note 1)

B ARE (B8BTS
BRAR ([REAKE])
(FzET)

Weigao Terumo (Weihai)
Medical Products Co., Ltd.
("Weigao Terumo”) (note 2)

BeERX (FE)E %%m
BRAF (TREREAK])
(H&E2)
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Form of
business
structure

RERMER

Incorporated

i B 3L

Incorporated

& X 3L

Place of
incorporation
or registration/
operation

R A B
i EENE

PRC

PE

PRC

FLEMRERA (BRAE)
FEAR W BB 1R B 18

H

R-ZT—

2011
RMB’000
—EF——F
ARB T T

37,990
(9,132)

28,858

—ER=F——%+=f

=t+t—B AKENERZEHER

RIFFISA0 T

Proportion of
nominal value of
registered capital
held by the Group

2011
5%HE

RS

BFmELH
—T——F

51%

51%

Principal activities

EBRE

Manufacture, sale and
after-sale service of
Nikkiso technology-
based medical products

Bk HERERRY
A BRI ELER
BER%m

Production and sales of
medical products

EERHEBRAMm



Note 1:

Note 2:

For the year ended 31st December, 2012 B2 —F——F+ - A=+—HILFE

Pursuant to the terms in the Weigao and Nikkiso Co-
operation Agreement between the shareholders, the
registered capital of USD5,610,000 (equivalent to
RMB37,990,000) was contributed by Weigao Blood
and USD5,390,000 (equivalent to RMB36,500,000) was
contributed by Nikkiso Company Limited ( B 7 B # 2 ik
& 4t) (“Nikkiso”). Under the Memorandum and Article
Weigao Nikkiso, Weigao Blood is entitled to 50% voting
right and is entitled to share 51% of the result of Weigao
Nikkiso since its incorporation. As Weigao Blood is entitled
to 50% voting right, thus investment in Weigao Nikkiso is
classified as investment in jointly controlled entity.

Weigao Terumo was established during the year ended
31 December 2012. Pursuant to the terms in the Weigao
Terumo Agreement between the shareholders, the
registered capital of RMB160,000,000 is to be contributed
by Weigao Blood and Terumo (China) Investment Company
Limited (ZMX (FBE)EEBRAF) (“Terumo”). Under
the Memorandum and Article of Weigao Terumo, Weigao
Blood is entitled to 50% voting right and is entitled to
share 50% of the result of Weigao Terumo. As Weigao
Blood is entitled to 50% voting right, thus investment
in Weigao Terumo is classified as investment in jointly
controlled entity. As at 31 December 2012, Weigo Blood
has contributed its share of registered capital amounted to
RMB80,000,000. Terumo has not yet contributed it share
of the registered capital amounted to RMB80,000,000 to
the Weigao Terumo.

The summarised financial information in respect of the
Group's interests in the jointly controlled entities which
is accounted for using equity method is set out below:

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Income recognised in profit or loss

Expenses recognised in profit or loss

mBEE

FRBEE

nBEE

FRBEE

Bl

N

/|

KRB zmRERVIA

REBERRERN

MizE1: BEREZEORSRERESE
BN 0 5,610,000E 7T (%
WA R #37,990,0007T) 83 &
AAEEEMARHE  5,390,000% 7T
(HEERN AR®36,500,0007T ) K5
MEABBEARB#EKASHE (B
B EE - BB S BE®ENE
BERAARARME  BE MK
AR S B #ES0%MITERE I
EESEE S A®E QML
REENSI% BHRESMEEE
S50% ML =R A S BEER
BWEDEANERZEHEENE
;éo

M2 BerBEREE—_T——F+=
A=+—BLFERARK - RIFRK
EAL o= A E L T
A R #160,000,0007T & 7 it & A
HHESMEREBRX(FER) K
BERAG([FREX])HE-R
BEREERENABERRARA
RIE e MEEEBSRBIE
50%MEERE - WHESEEH =R
X EEMN50% ° AR E S MR %
B50%MEERE  HRE SRR
MEESBEANRERIEFEEN
BE RN EBE——F+-_A=+—
B Eel&EEALES M
& N A R #80,000,0007T © i1 Z=
EHARBEEEREXIEALELZ
it & A AR #80,000,0007T °

BREASERNARIZEG BERAED
(MR T AR ) M B 15 B R 2 8
5IEA°R -

2011
RMB’000
=t
ARETTT

41,240

17,949

2,604

490,295

290,370
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For the year ended 31st December, 2012 #{Z2 —ZT——F+-_A=+—HILFE

Cost of listed investment in iR /N ol 3]
an associate (note) WEBKA (M)
Realised gain arising from P SZ gt N B EE A Y

establishing of an associate BIA R

1R U RB 1R 8 ) K2

Share of post-acquisition profit and

other comprehensive income, Hia2mEKA
net of dividends received (e W AiR B
Unrealised profit on sales to HE THEARZ
an associate R B3R % A
Fair value of listed investment R EZAFEE

Included in the cost of investment as at 31 December
2012 and 2011 is intangible assets amounted to
approximately of RMB586,498,000, goodwill of
approximately RMB200,186,000 arising on acquisition
of Biosensors International Group Ltd (“Biosensors”).
Intangible assets are amortised over 10 years.

Notes:

1) On 3 October 2011, the company disposed its 50% equity
interests in Shandong JW Medical Products Company Limited
to Biosensors. The consideration was satisfied by issue of
260,000,000 shares by Biosensors at fair value of approximately
RMB1,478,828,000 and issue of convertible notes by Biosensors
convertible to 110,000,000 shares of Biosensors with fair value
of RMB804,206,000, and cash amounted to RMB787,920,000.

Upon conversion of convertible notes to shares of Biosensors
on 31 December 2011, the Group hold 21.6% equity interest in
Biosensors and recognised fair value loss on convertible notes
from 3 October 2011 to 31 December 2011 of approximately
RMB6,834,000.

During the year ended 31 December 2012, Biosensors issued
new shares upon the exercise of share options by option
holders and repurchases certain shares from the market. The
Group's interest in Biosensors reduced to 21.5%.

2) On 18 December 2008, the Company and Medtronic
International Limited (“Medtronic International”) entered into
an agreement in respect of establishing a joint venture (the
"Distribution JV”) in the PRC with a total registered capital
of RMB147,580,000 to undertake the sale and distribution
of orthopaedic medical device products in the PRC (the
"Distribution JV Agreement”).
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2011
RMB’000
—ET——F

ARETT

2,276,200

72,314

49,454

(23,701)

2,374,267
2,572,696

RZBE——FR-_F——F+_A1
S+ —HNRERABEELEE
# N R #586,498,0007T - B UeFEA
BREBEEFR AR ([AK])ELE
B4 A R#5200,186,0007T © £
FEERIOFE#E-

o :

1 RZE——F+A=ZH ARAM
MEREEERLRETREERLRA
R A A HY50% A% 1 - (KB B /40 A% M
BAFEHAR,478,828,0007C
%% 17260,000,000/% & 10 R ¥z X FE
A R #:804,206,0007T 3 17 0] #E #2 &
110,000,000 #H 5% A% 19 &9 A 32 A% 22 1%
KR4 AR#787,920,0007T 3% f+f °

R-B——F+-_A=1+—HEaHk
BEEERAARERGE  AEEFE
HE%21.6%KE RZTE—F+ A=
HE - ZT——F+_A=+—HHH
ERUBRBREZELNFEEENARE
6,834,0007T ©

REBEE_T—=—F+=-_A=+—H1
FEOMBERBRESEATEER
EEEETIRNTEMEERET
B BLeASERMARZEDRLE
21.5% °

2) RZEZENF+ZA+NA X2
7] B2 Medtronic International Limited
([Medtronic International | ) Bt A B
RZAERE ([DHAERE])EIL
HE ([DHEEEmE])  2HEED
¥BaMmELRAEARK147,580,000
T AR B EHE RS HEREE
RBEM-



For the year ended 31st December, 2012 B2 —F——F+ - A=+—HILFE

Notes: (continued)

2)

(continued)

The Distribution JV takes the form of a Sino-foreign co-
operative joint venture limited liability company.

Pursuant to the terms in the Distribution JV Agreement, the
registered capital of RMB147,580,000 were contributed by
Medtronic International while the Company is entitled to
49% voting right and is entitled to share 49% of the result of
Distribution JV since its incorporation.

The Company is entitled to share the remaining net assets
of the Distribution JV in the following percentage, when
the Distribution JV is dissolved under the agreement of the
Company and Medtronic International:

0 — 1 year since incorporation 10%
1 — 2 year since incorporation 25%
More than 2 years since incorporation 49%

On 3 December 2012, the Company and Medtronic
International entered into an agreement in respect of
liquidating and dissolving the Distribution JV and to terminate
the Distribution JV Agreement.

As at 31 December 2012, the total assets, total liabilities,
revenue and profit for the year of the Distribution JV
amounting to RMB449,445,000 (2011: RMB425,422,000),
RMB176,101,000 (2011: RMB154,537,000), RMB927,181,000
(2011: RMB661,609,000) and RMB85,933,000 (2011:
RMB103,699,000) respectively.

Details of the Group's associate as at 31 December 2012 and 2011
are as follows:

Place of
Form of incorporation
business or registration/
Name structure operation
B A B
i’ EBRHEER g EE e
Medtronic Weigao Incorporated PRC
Orthopaedic Device
Company Limited
FEORRENERERAR  #ERT FE
Biosensors International Incorporated Bermuda (Listed
Group Ltd. on Singapore
Exchange Ltd)
HEBREEERA A EalifpAva BRE
(RF KR 5P
ARAR L)

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED

MisE: (&

2) (&)
DEAELEUPINAIEEEARE
ERAIMERNEIT

BESHEGERZOERIT FMER
AR #¥147,580,0007T & B Medtronic
Internationalti & » M AR R A #E 5
HAEEREIOUNEZE THED
HoEAECEATEMEZEBEEN
49% o

7 A & 1 ¥ B A2 A BEEMedtronic
International iR ¥ & 45 £ 5 B - &N
ARAEZATADE DD HEEE

TENBTEEFE:

Bk OB 15F 10%
Bk 1224 25%
B ARSI RE2F A b 49%

R-ZE——F+-_A=+—8 ARQA
F Medtronic Internationalst /& & & fi#
BMoHEeErERKRIEDHEEHE
VAT X

R-ZEBE——F+-_A=+—H 54
AEGEZBEE BARB WARR
FE A DR A ARMEAL49,445,000
TL(ZE——%F: AR¥425,422,000
T)  AR#176,101,000C (=&
——4F: AR#154,537,0007T) * A
R #927,181,000t (— & — —4:
AR®661,609,000T) R ARK
85,933,000 (— T ——F: AR
103,699,0007T ) °

RZEB——ZFRZZF——F+ZR=+—
B AEEMEEARFENOT

Attributable equity
interest directly
held by the Company

Principal activities
2011

FLAFEREAN
4 B 1

TEEE
—Z——F

49% Sale and distribution of
orthopaedic medical
device products

49% HERDHERBER
REEM

21.6% Sale and distribution of
heart medical device

products
216%  HERAHLMER
REBEM

WREREEERSS THARNER QA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS #r& B 7SRz M T

For the year ended 31st December, 2012 #{Z2 —ZT——F+-_A=+—HILFE

20. INTERESTS IN ASSOCIATES (continued)

The summarised financial information in respect of the

Group’s associates is set out below:

20. BB ELTIRER ()

N B B N B H) B 7S B R A n
T

2012 2011

RMB’000 RMB'000

—E——f -—T—&

ARB®TRE AR®BTT

Total assets BEE 11,652,630 11,348,027

Total liabilities BmAarE (1,184,956) (1,516,735)

Net assets BEFE 10,467,674 9,831,292
Group's share of net assets of REEELHE QRS

an associate BEFE 2,325,610 2,197,782

Revenue WA 3,038,952 1,191,350

Profit for the year AN S 5 A 796,781 171,898
Share of profit before fair value FEAE A 1B B A A

adjustment 195,650 63,537

Amortisation of intangible Assets Em A EE (48,207) (12,118)

Adjustment on fair value of bonds BREFRATENFAR 3,670 -

Share of profit FEAG & 151,113 51,419

Share of other comprehensive income fE{f E 4th & W A (4,847) (13,722)

Dilution gain recognised B R E KR 21,769 =

Group's share of profit and REERE B EIGEE QAW

other comprehensive income of i ) Ne EM 2 E A

associates for the year 168,035 37,697
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For the year ended 31st December, 2012 B2 —F——F+ - A=+—HILFE

CARRYING AMOUNTS
At 1 January 2011, 31 December 2011 and
31 December 2012

IR E B

R-FB——%F—H—H"

RMB’000
ARETFIT

—Z——F+-_A=+—8HEK
—E——9+=ZA=+—H 202,900

As explained in note 4, the Group uses operating
divisions as the basis for reporting segment information.
For the purposes of impairment testing, goodwill
has been allocated to the following groups of cash
generating units (“CGUs"). The carrying amounts of
goodwill as at 31 December 2012 and 2011 and as
follows:

Single use medical device products

Orthopaedic products &FEHEm

The Group tests goodwill annually for impairment or
more frequently if there are indications that goodwill
might be impaired.

The management considers that groups of CGUs are
represented by different groups of subsidiaries for the
purpose of goodwill impairment testing.

—IRMEE R BRI E M

UM AT AEBFERKE D
HIEREMESRERMER R
ETBRENR BEESBEINUAT
ReEXENM([REEEENM])
R R—ZBE——FER T ——F
+-_A=+—8B ®"EZ2EEEW
T

Goodwill
2011
RMB'000
wme
Sea——s
ARETF T

28,934
173,966

202,900

AEESFRABHERNE XHE
BB rEEAEERE MEE
82 OB R (E o

pEBRENANS EEERR
I 4 7 £ B 48 B35 TR B BB
BRI

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED LB EEEEERASD FRAKRMNERE R
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For the year ended 31st December, 2012 HEZ=—Z—=—F+=-F=+—HILFE

The recoverable amounts of the groups of CGUs
of single use medical device products have been
determined based on a value in use calculation. The
recoverable amount is based on the financial budget
approved by management for the next year and
extrapolates cash flows for the following four years
based on an estimated constant growth rate of 10%
(2011: 10%). This rate does not exceed the long-term
growth rate for the relevant markets. The rate used to
discount the forecast cash flows is 15% (2011: 15%). A
key assumption for the value in use calculations is the
budgeted growth rate, which is determined based on
past performance and management’s expectations for
the market development.

The recoverable amounts of the groups of CGUs
of orthopaedic products have been determined
based on a value in use calculation. The recoverable
amount is based on the financial budget approved
by management for the next year and extrapolates
cash flows for the following four years based on an
estimated constant growth rate of 20% (2011: 20%).
This rate does not exceed the long-term growth rate
for the relevant markets. The rate used to discount
the forecast cash flows is 15% (2011: 15%). A key
assumption for the value in use calculations is the
budgeted growth rate, which is determined based on
past performance and management’s expectations for
the market development.

Management believes that any reasonably possible
change in any of the assumption would not cause
the aggregate carrying amount of the above CGUs to
exceed the aggregate recoverable amount of the above
CGUs, thus there is no impairment on goodwill.
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Raw materials
Finished goods

Trade receivables

Less: Allowance for bad and
doubtful debts

Bills receivable
Other receivables
Prepayments

Other receivables — receivable

within one year

Prepaid lease payments (Note 17)

R &}
LK fm

FEUE 5 BR R
B R AR R

JiE U 22 %

H b fE Uk 3108

8 8
HMERZKEBEB-R—FA
& W3R

EAHEERIE (MFE17)

All the bills receivable will be matured within a period

of 0-180 days.

Included in trade receivables are an amount due
from a subsidiary of a shareholder of the Company
and an amount due from an associate of nil

and RMB16,714,000 (2011:

RMB1,653,000 and

RMB12,572,000) respectively. The amounts are
unsecured, interest-free and repayable on demand.

For the year ended 31st December, 2012 B2 -F——F+ - A=1+—HILFE

Goodwill
2011
RMB’000
]

— =

ARETT

238,833
224,168

463,001

2011
RMB’000
—E——F
AR®ETTT

1,215,744

(90,636)

1,125,108
176,671
40,995
85,543

12,501
8,424

1,449,242

FrB R EES#ER0E 180K B

EWE SERBIERKARR—F
A% B 2 BT /B N T 3K 3E LA F e Y —
ARESHAZERAREK
16,714,000 (ZE——F: AR
#5 1,653,000t & AR #12,572,000
ZEFBEABEERR RENRA
REKEEE-
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For the year ended 31st December, 2012 #Z—ZT——F+-_A=+—HILFE

The Group allows an average credit period of 90 -
180 days to its trade customers. The following is an
aged analysis of trade receivables net of allowance for
doubtful debts presented based on the invoice date,
which approximated the revenue recognition date, at
the end of the reporting period.

0 to 90 days 0Z£90K

91 to 180 days 91 180K
181 to 365 days 181 £ 365K
Over 365 days 365K £
Trade receivables g 5 R K

Before accepting any new customer, the Group assesses
the potential customer’s credit quality and defines
credit limits by customer. Limits and scoring attributed
to customers are reviewed once a year.

Included in the Group’s trade receivables balance
are debtors with aggregate carrying amount of
RMB224,352,000 (2011: RMB160,472,000) which are
past due at the reporting date for which the Group has
not provided for impairment loss as there has not been
a significant change in credit quality and the amounts
are still considered recoverable. The Group does not
hold any collateral over these balances.

ANNUAL REPORT 2012 %

AEELSTEIEFFH90E180
AZEEH - HREBHRNEEH
(W ERBEBEL) 27/ EK
BZBER (BHBRERE) 2Rk
DT

2011
RMB'000
—ET——F

ARETT

723,551
241,085
126,159

34,313

1,125,108

BEMEAHEL A AEBFGHE
EEFNERERIRRERFEM
RE-AEEH TP HREKLF
B—Fad—IRe

AEEMNEWEZERAREHRE BT
BRmEBEAEARY224,352,0007T
—T——%F: AKR®160,472,000
JC) MEIERS  EE XS B #|
H- RN ERHERTEERES
B2BMR AT E - HAEEIL
EELBEEBERE ~SEHME
MZEERSEENERR -



For the year ended 31st December, 2012 B2 -F——F+ - A=1+—HILFE

Ageing of trade receivables which are past due but not
impaired:

1812365XK
365KLA E

181 to 365 days
Over 365 days

The Group has made impairment allowances in full
for all receivables over 3 years because from historical
experience receivables past due beyond 3 years are
generally not recoverable.

Movement in the allowance for bad and doubtful debt:

Balance at beginning of year F 4R
Impairment losses recognised
on receivables

Amounts written off as uncollectible

FARER

Balance at end of year

Bills receivable of approximately RMB182,730,000
(2011: RMB93,038,000) was endorsed to suppliers
on a full recourse basis at 31 December 2012 and
was therefore not derecognised. Corresponding trade
payables of RMB182,730,000 (2011: RMB93,038,000)
were included in the consolidated statement of financial
position accordingly.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED 3 i = & B &8

55 7 T BE Uk =] B R IR

tH)ME' RIBE B FE U E 5 B R EY
fREe

2011
RMB'000
—F——F
AR T T

126,159
34,313

160,472

AEE-—RE/MEBBE=FNIE
WERRIEL 2 BURERE  BRE
BERR ZFBRHBE=-FNE
Yo B R T R IR [ -

RERBRENEE)
2011
RMB’000

AE%?E

77,375

S 8 Ui R TR i 52 B ORY 1B /B 1R

16,032
(2,771)

90,636

W—Z2——F+-_A=+—H'&
CSEEREHEREERNHENS
E4 AR#¥182,730,000T (=&
——4&: AR#¥93,038,0007T) K fE
WEE - BT ETEER AR
182,730,000 (ZFE——F: AR
#93,038,0007C) B E & 5 B 1+
REEFALZETBARRE -

B TERROBRA
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For the year ended 31st December, 2012 #Z—ZT——F+-_A=+—HILFE

Other receivables are unsecured, non-interest bearing
and have no fixed term of repayment. In the opinion
of the directors of the Company, the amounts are
expected to be recovered in the next twelve months.
The ageing analysis of other receivables net of
allowance for bad and doubtful debts is stated as

H b R UK IR A K4 - 2 B M B
BEERXBM - ARBEZTRR %
ERAEBAHER AL+ —EA AWK
(Bl o E i 8 Wk IE (AR R I AR 3
BNREITZ2500T

follows:
2011
RMB’000
—F——F
AREF T
0 to 90 days 0% 90K 25,326
91 to 180 days 91£180k 12,655
181 to 365 days 1812365k 1,361
Over 365 days 365K £ 1,653
40,995
Movement in the allowance for bad and doubtful debt: RIZERBENE
2011
RMB'000
—EF——F
ARBF T
Balance at beginning of year F AR 1,523
Impairment losses recognised #IE W R IR BRE R R
on receivables 110
Amounts written off as uncollectible il & A& T~ A& Uk [B] #9 7 I8 (16)
Balance at end of year FRER 1,617

Receivables that were neither past due nor impaired
relate to a wide range of customers for whom there
was no recent history of default and with good credit
quality.
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For the year ended 31st December, 2012 B2 —ZET——F+-_A=+—HILFE

As at 31 December 2012, bills receivable with carrying
amount of RMB182,730,000 (2011: RMB93,038,000)
were endorsed to suppliers on a full recourse basis. As
the Group has not transferred the significant risks and
rewards relating to these bills receivable, it continues
to recognise the full carrying amount of the bills
receivable and the associated liabilities amounted to
RMB182,730,000 (2011: RMB93,038,000), being trade
payables. These financial assets are carried at amortised
cost in the Group's consolidated statement of financial
position.

As at 31 December 2012, pledged bank balances
represent deposits pledged to banks to secure
trade facilities such as bills payable and letter
of credit amounting to RMB91,546,000 (2011:
RMB107,472,000). The amount was classified as current
assets in accordance with the classification of these
trade facilities.

The pledged bank balances carry fixed interest rate
of 3.05% per annum as at 31 December 2012 (2011:
3.1% to 3.3% per annum).

Bank balances and cash comprise cash held by the
Group and short-term bank deposits with an original
maturity of three months or less. The deposits carry
interest rate of 0.35% (2011: 0.50%) per annum.

R—ZE——F+_A=+—H 'K
EEEREHEREERHERYE
EEMEEAAR182,730,0007T
(Z=——4%F: AR ¥93,038,000
TT)MEREE AR AEEE R
EEEEZSERREENEARNR
S R bR HEEEREKEE
MEBEEENEHSEEAEARK
182,730,000 (ZZE——F: A K
#593,038,0007T) ' BN & 5 FE 3K
H-ZEeMEERTESENIGRE
B 75 AR O 2% R 45 8 8 A AN B B o

R-ZE——FE+-_A=+—H'B2
BEIRRITE R IR TRITAELR
ZH5mE (flunENERRERE
2TEZRE&EE AR®1,546,0007T
—ET——%F: AR®107,472,000
T0) cZERHEEBREZSEIME
MmO BARINEE-

RZE—Z—ZF+=-A=+—8"
EHEHRTEREEENXESF
305E(ZE——F :8F31EE
33E)FH B

BITEHRLERESEEAEEREEAN
ReRINEERAE=MEA XN
THEHETER - FETRNF
M=K AOISE(ZE——4F:0.50
[E) o
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For the year ended 31st December, 2012 HZ=Z —

The following is an aged analysis

“FE+ZA=+—RHIFE

of trade payables

presented based on the invoice date at the end of the

reporting period:

0 to 90 days 0290K

91 to 180 days 91& 180K
181 to 365 days 181&365K
Over 365 days 365K A E
Trade payables JET & 5 AR
Bills payable JE T R B
Advances from customers KEEFBK
Other tax payables H th & 1~ A IR

Other payable for the acquisition of
additional interest in a subsidiary

Ys i — I B 18 & R &R 41

BRBRERARNEZB 25N RENE
SRR RE DT

2011
RMB'000

1 o A O HL A B A BB

(Note 28) (F7E28)
Other payables H h & 1~ 518

The normal credit period taken for trade purchases is
90-120 days. All the bills payable will mature within six
months.

Included in trade payables are an amount due to fellow
subsidiaries of RMB15,764,000 (2011: RMB1,555,000),
an amount due to a jointly controlled entity of
RMB12,440,000 (2011: nil) and an amount due to an
associate of RMB114,102,000 (2011: nil). The amount is
unsecured, interest-free and repayable on demand.

As at 31 December 2012, an amount due to ultimate
holding company of RMB4,819,000 (2011: nil) was
included in other payables as current liabilities. The
amount was unsecured, interest-free and repayable on
demand.
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2 HA -

ERNESZREBEEBRENRRNEB
N A FRIE AR ¥15,764,0005T (=
T——4%: AR¥1,555,0005C)
BN —EERZESEERBBAR
#12,440,000c ( =& — —F:
E)MEMN—EBERAARBEBAR
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KIS IR
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Secured bank loans

The loans are repayable as follows:
Within one year
More than one year,
but not exceeding two years
More than two years,
but not exceeding more than five
years

Less: Amount due within one
year shown under current
liabilities

Amount due after one year

As at 31 December 2011, the bank borrowings of the
Group amounting to RMB84,012,000 interest bearing
at a fixed rate of 3.38% per annum and were secured
by the pledge of buildings and land use rights.

As at 31 December 2011,

group entities.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED IWERE = EEE

an amount of
RMB84,012,000 are denominated in USD, which are not
denominated in functional currency of the respective

For the year ended 31st December, 2012 B2 —F——F+ - A=1+—HILFE

BHEMRITER

BRAEFEAR TIIHMRESR
RN—FR
R—FA EERBBRF

RMFAEBABRRFU L

A RREBBREMR —F
PA TR B B ) 5008

N —F1R BB R

iR

S EHE -

2011
RMB’000
—EF——4F

ARETT

84,012

21,003

21,003

42,006

84,012

(21,003)

63,009

W—_ZE——&+_A=+—8"
REE BB ARS4,012,0007T AY
RITEENIRETE FHE3.38E 5
B HREHEFR I HERAEE

R-ZE——FE+-_A=+—H"' A
R #384,012,0007T #) 7k 18 A = T 5t
B M FFUNEBEER

ERMINEE

BEn FHmiknBRAR
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For the year ended 31st December, 2012 #{Z2 —ZFT——F+-_A=+—HILFE

As at 31 December 2012, the balance represents the
remaining consideration relating to the acquisition of
additional interest in a subsidiary, Weigao Ortho payable
by the Group amounted to RMB22,000,000 (2011:
RMB21,445,000). The amount was unsecured and
interest-free. The imputed interest rate was 5.31% per
annum.

An amount of RMB22,000,000 (2011: RMB11,000,000)
which was payable on demand had been included in
trade and other payables as current liabilities (Note 26).

R—_TE——F+_A=+—8 4%
HIEEAWERKB AR EE B R
WEEIIMER M AEBE R TRHBRT
KRB A AR¥22,000,000T (==
——4F: A\ R#21,445,0007T) ° %
REEBERBRREE - HEFF =
A531E o

Hh AE#¥22,000,000T (=&
——%F: AR#¥11,000,0007T) 7B fE
EXRBEXMN et ARSAGE

THIE B 5 8R 3% N H &~ 3018
(HFsE26) °

AT REERNELERIAEENME

The following is the deferred tax asset recognised and

movements thereon during the current reporting year: RERREFENEEES:
Excess of  Allowance
depreciation for bad and
over tax doubtful  Unrealised
Inventories depreciation debts profit Total
RERRE
wEEH
#R med RERERFE 2 KEREN #it

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  AREBTT  ARETR  ARETR  ARETR

At 1 January 2011 R-ZE——%-f-H - 1,468 8,451 2,586 12,505
Credited to profit or loss STARR = 429 1,094 1,729 3,252
At 31 December 2011 W-E-——&+-f=+—H S 1,897 9,545 4315 15,757
Credited to profit or loss STARR 7,153 666 791 35 8,645
At 31 December 2012 W_E-—#+-A=1—H 7,153 2,563 10,336 4,350 24,402
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At the end of the reporting period, deductible
temporary difference on bad debt RMB19,858,000
(2011: RMB20,251,000) is not recognised because of
the unpredictability of future profit streams.
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For the year ended 31st December, 2012 B2 —ZFT——F+-_A=+—HILFE

At the end of the reporting period, the Group
has estimated unused tax losses of approximately
RMB9,875,000 (2011: RMB1,357,000) available for
offset against future profits. No deferred tax asset has
been recognised in respect of the tax losses due to
the unpredictability of future profit streams. The tax
losses can be carried forward for 5 years from the date
it incurred. The amount of RMB1,104,000 included in
unrecognised tax losses will expire in 2016, and the
other amount of RMB8,771,000 will expire in 2017.

KRB BUF B

Arising from government grant

Pursuant to the Notice on Initialization of 863 Program
Research and Development on Key Materials for Typical
Human Tissue and Organ Replacement and Modification
in New Material Technology Field Guokefagao [2011]
No. 231, the Group received specific government grant
amounted to RMB5,601,000 and RMB1,916,000 for the
purpose of research and development of key materials
for typical human tissue and organ replacement
during the year ended 31 December 2011 and 2012,
respectively. An amount of RMB5,983,000 (2011:
RMB1,339,000) has been recognised as other income
(see note 10) to match with research and development
expense incurred by the specific projects during the year
ended 31 December 2012.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L3 i = & B 58

REHR AEEHEF T HIEKE
R 8 F B b 5T R E AR E 1B 4
AR #9,875,000C (—F——4:
AR #1,357,0007T) - A K RETE
B 7R 2R A g F 2ROR - B3 A B 1B
EERERELEHBEE -MEFE
THEAESHRBREANAE - KER
MEBBRETBEBEN - —XF
FHM &% ARE1,104,0007T * #
RZE—tFIHENEMASBAR
#8,771,0007T °

2011
RI\/IB'OOO
AE%?E

5,062

1B 15 5 B8 X £h8635T &I #7 v & B i
Eig A ABBAgSESNEE
16 AR 52 o LA 3 A0 B A0 B B AR
=[2011]2315% - A& B 5 B R &
E_E——FR-_FTE——-—F+—
A=+—BLFEFRHFEZERA A
BRAZSESANBEREME UE
Y 7E BT #8 Bh A R #5,601,0007T
M AR#1,916,000c- 28 AR
#5 983,000T (ZE——F: AR
#1,339,0007T) EFER A H MK A
(RKEE10)  UEEABZEZE=_T—=
F+-_A=+—HILFEEFEHEA
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For the year ended 31st December, 2012 #{Z2 —ZFT——F+-_A=+—HILFE

Pursuant to the Notice on the Investment Projects
of Industrial and Technology Development for the
Year 2012 Fagaibanchanye [2012] No. 1642 issued
by the Ministry of Science and Technology of PRC,
Weigao Blood received specific government grant
RMB14,260,000 for the purpose of purchasing
production equipment during the year ended 31
December 2012. The entire amount has been included
in deferred income and will be released to profit or
loss over the useful life of the related production
equipment.

Pursuant to the Notice on Government Subsidiary
for First Topics of Industrial Structure Adjustment
Weigaocaiyuzhi [2012] No. 334, the Company received
specific government grant RMB14,910,000 for the
purpose of purchasing production equipment and plant
construction. An amount of RMB1,491,000 (2011: nil)
was recognised as other income during the year ended
31 December 2012 to match with the depreciation
expense of the related production equipment and plant.

Pursuant to the Notice on the Budget for First Topics
of National High-tech Research Development Plan
for the Year 2011 Guokefacai [2011] No. 129 issued
by the Ministry of Science and Technology of PRC,
the Company received specific government grant
RMB6,650,000 for the purpose of research and
development of glucose check and insulin injection
micro system. An amount of nil (2011: RMB5,850,000)
was recognised as other income in the current year to
match with research and development expense incurred
in the specific projects.

ANNUAL REPORT 2012 %

BEPEESBREMIELNER =
T FIXELREMBERMHKE
TH B &8 &0 35 2% B % (2012]1642
RoEENMRREBEE_ZT——F
+ A=+ BIEERRELE
EXHERDNEERISAARE
14,260,000t =3 £ B E 5T AR
WAL ERBBEEREZAF
FAF AR Az

BIEBBTERBEAEE —FE
MEBRFHEEN BN S B E
[2012]3345% " ARIMHEBAEE
XA K R B AR M ER A TE R i B
AR #14,910,0007T & 58 A R
1,491,000 (ZE——F: 8)R
Bz Z——F+-_A=+—H81t
FEBIABEMEKA UEBEEEHE
EEREBEMBREZITERY -

BEFEESBEMEIBELNER—
T ——FRRSEMAERERTE
F—HEEEENBARRZY
[2011]1295% ' R ARG EITH M
ERE kRS EEH A R 7 UER
5 7F BUAT #8 B A R #66,650,0007T ©
CHEAREZT(ZZE—F: AR
#5,850,0007C) R A FEERAH
A AEEE S TEBMELERN
HERS -



For the year ended 31st December, 2012 B2 —F——F+ - A=1+—HILFE

Nominal

value of

each share

RMB

Bk

BipEE

ARE

At 1 January 2011 WZZ2-——F-f—H 0.1

Issue H shares (Note a) FITHIR (Mista) 0.1

Bonus issue of shares (Note b) BATALIR (BizED) 0.1
At 31 December 2011 and WZE——%+-A=+-BRk

31 December 2012 —Z--f+-R=1+-H 0.1

Notes:

(a)

On 5 May 2011, 85,624,000 H Shares of RMBO0.1 each were
issued at RMB16.65 per share.

On 30 June 2011, 1,296,320,000 Non-listed Shares of RMBO.1
each and 941,866,162 H Shares of RMBO0.1 each were issued by
way of bonus issue on the basis of one bonus H Share for every
existing H Share and one bonus Non-listed Share for every Non-
listed Share held in the Company.

The bonus shares and H shares issued rank pari passu with the
existing H Shares and Non-listed Shares in issue in all material
respect.

Non-listed Shares and H Shares are all ordinary shares in the
share capital of the Company. However, H Shares may only be
subscribed for by, and traded in currencies other than RMB
between, legal or natural persons of Hong Kong, the Macau
Special Administrative Region, Taiwan or any country other than
the PRC. Non-listed Shares must be subscribed for and traded in
RMB. All dividends in respect of H Shares are to be paid by the
company in Hong Kong dollars whereas all dividends in respect
of Non-listed Shares are to be paid by the Company in RMB.
The Non-listed Shares and the H Shares rank pari passu with
each other in all other respects and in particular, rank equally
for all dividends or distributions declared, paid or made.

Number of
Non-listed
shares
(Note ¢)
kL
K& E
(BzEc)

1,296,320,000

1,296,320,000

2,592,640,000

B &L -

(a)

Total

Number of number
H shares of shares Value
(Note ¢) RMB'000
HE®E B8 EE
(MizEc) AREFL
856,242,162 2,152,562,162 215,256
85,624,000 85,624,000 8,562
941,866,162 2,238,186,162 223,819
1,883,732,324  4,476,372,324 447,637

RZE——FAARH ERBRAR
#16.657081785,624,000/% & iR E &
ARBE0ATTZHAR -

R-ZEBE——FXA=Z1+8 XA AMK
ARBETHAIES/FE —REQAR
BHIRER —BRHRARAKREREH
—RIELETRR D ER —ARIE E ALK
f% 15 < B #F£171,296,320,0000% &
R EAROITHIELETRMG &
941,866,162 B R EE A RK0.17T
AIHAE ©

T ITAI IR R HAR B B B THIR
FETROREEASENTERAS
Hyfir o

AR E AR Z I EH R RHERE
REBR-AM HRETHESE
REDRPIRSRITTIRE - & skbR P B
SMEMBIR ZEAKBERAARARE
POMNNEBRBEREREZREE - 3F
ETROUVANARERBERES - A
REFHBORN Z B R SBHIAE T
£ AR B FIE LT IR Z A
BB ARE ST - 3 EMAD R H
B LR P A B Ath 75 9 = A R & 3
- FRRRABEE IR TS EH
ZEB DR EFE A RFHAL
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For the year ended 31st December, 2012 #{Z2 —ZFT——F+-_A=+—HILFE

Minimum lease payments paid under operating leases
during the period

Properties IES

At the end of the reporting period, the Group had
the following future minimum payments under non-
cancellable operating leases which fall due as follows:

Within one year R—F A
In the second to fifth year inclusive =~ RE_EFHF
(BHREREMF)

Operating lease payments represent rentals payable by
the Group for its branch office premises, staff quarters
and warehouses. Leases are mainly negotiated for a
period ranging from two to five years and all rentals are
fixed.

Property rental income earned during the year was
approximately RMB2,573,000 (2011: RMB1,946,000).
At the end of the reporting period, the Group had
contracted with tenants for following future minimum
lease payments.
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RAMERELZHEOZ MR HIE

He:

2011
RMB’000
—T——F

ARET T

7,511

H

R|ERR  NEBRE AU
REMLD BT BRI N RK
RIEREE

2011
RMB’000
—F——4F

ARETT
5,254

2,990
8,244

REBRNFEBARNEB SO RAY
X BIBEERERXNMER-
MOETBERFHRH —_FERFRHRE
B-mAAESYEE -

REAN MR ERSKALD
B ANR#2,573,000 (ZFE——
&£ : AR #1,946,0007T) c Rk &
R AEER T ARRZERS
EAEFET LA -



For the year ended 31st December, 2012 B2 —F——F+ - A=1+—HILFE

R—FRN
RE_EFLF

Within one year
In the second to fifth year inclusive

(BREEME)

Operating lease payments represent rentals receivable
by the Group from the investment properties. Leases are
negotiated and rentals are fixed for one year.

At 31 December 2012 and 2011, the Group had
commitments which were contracted for but not
provided in the consolidated financial statements:

Acquisition of property,
plant and equipment

On 21 April 2011, the Company received a notice
of arbitration issued by the Hong Kong International
Arbitration Centre, which is related to the dispute
in the contract with ADJECT ApS (“ADJECT”) for a
maximum loss up to USD49,600,000 (the “ADJECT
Arbitration”). As at 31 December 2012 and 2011, the
arbitration is still in the progress. The Directors believe
that the arbitration will have no significant impact on
the financial position of the Group. The Group did not
have any other material contingent liabilities as at 31
December 2012 and 2011.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L3 i = & B 58

WX BE MR

2011
RMB’000
—EF——4F
ARETIT

545

409

REMOFRABAEERRED =
ek BHOKEER Al
ER—FRBEETE -

RZE——FR_F—F+=A
Z+t—H AEERZRETBERE
AT AB R B E A AYE:

2011
RMB'000
—ET——F
ARET T

435,076

R—_ZE——FWA-_+—H K
NEIUR B R ES B R E PO
YR B &1 BLELADIECT ApS
([ADJECT ) & R4 HB A RES
49,600,000% T Ay 18 2K ([ADJECT
&) RZBE——FR_F——
F+_A=+—B ZHEDNExE
R-BERA ZMEBTIEEHAE
BN BRAREEEAFE -KAE
BR—_ZE——FR_F——F+=
A=+ —B T HFEEAEMmE KRR
BaE-

B TERROBRA
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For the year ended 31st December, 2012 #Z—ZT——F+-_A=+—HILFE

(@) The Group had the following related party

transactions during the two years ended 31
December 2012:

Sales to a fellow subsidiary
Sales to an associate
Sales to a subsidiary of
a shareholder of the Company
Purchases from fellow
subsidiaries
Purchases from a jointly
controlled entity
Rental payments to
ultimate holding company
Construction service from
fellow subsidiaries

HE TR ZE QA

LN

[ — fE 2k [ 42 1

2 2% AR 7%

Details of amounts due from/to related parties are
set out in notes 23 and 26.

The remuneration of directors and other members
of key management during the year was as
follows:

Short-term employee benefits EHEERF
Post-employment benefits BB 1218 A

The remuneration of directors and key executives is
determined by the remuneration committee having
regard to the performance of individuals and
market trends.
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& T R R H B A A
HE T ARRABRD

RIZE )N

AHZERARXNER

SREES Y =PNCIE -39

(a)

KRB

REBEE-_ZET—_F+=H

=+—HLEREFERN K&
BAETIEEALRS:

2011

RMB’000

—F——F

AREF T

7,175
231,065

27,111

36,141

2,100

14,351

FEU R A T RIEH 1B
M FE23 5226 ©

RER EERTEEEREN
HmREmFmaT :

2011
RMB'000
Tea——s
ARET T

4,374
31

4,405
EERTETHRABNEHEMN

HFHEZESRERNA LR
ARTHBEMETE -



For the year ended 31st December, 2012 B2 —ZET——F+-_A=+—HILFE

The Group participates in a Mandatory Provident Fund
Scheme established under the Mandatory Provident
Fund Ordinance in December 2000. The assets of the
schemes are held separately from those of the Group,
in funds under the control of trustees. All Hong Kong
employees joining the Group are required to join the
Mandatory Provident Fund Scheme.

The employees of the Group’s subsidiaries in the PRC
are members of a state-managed retirement benefit
scheme operated by the government of mainland.
These subsidiaries are required to contribute 18% of
payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with
respect to the retirement benefit scheme is to make the
specified contributions.

The contributions paid and payable to the schemes by
the Group are disclosed in note 11.

In connection with the ADJECT Arbitration set out in
note 34, a ruling has been awarded on 5 March 2013
by the Hong Kong International Arbitration Centre.
In the opinion of the directors of the Company, the
ADJECT Arbitration will not have a significant impact on
the Group after considered the following factors:

(a) The Court of Arbitration dismissed the first claim
made by ADJECT and the consumption expenses
were awarded to ADJECT.

(b) Both parties will submit a statement for legal costs
to the Court of Arbitration, thereafter the Court
of Arbitration will make a final award for the legal
costs and interests. The Company has a strong
merit that ADJECT is required to pay for the legal
costs of the Company.

AEER-_ZZEEF+_A2ER
TR Bl RTEE S BRI MR
BEIEATERETS - ZFAEZE
ENTBHXEAEEZES BHAE
BeEEIRFA - FTENBEAS
B BBEREREHELEABTIMELRTE

EataEle

AEBzHBENBERARZEEDR
R B 2 2 B 31 B IR AR IR AR A
B2 B -ZEMBRARARS
B K AN 218 % [A) AR K 18 F) 5t &1 4 5K
ERENABEER AKEERNK
BB ZHE-—BEERIFLHEELZ

K

REBp L Far 8l BN LB H
MV IE L #EE -

BABRBAMEAOE 34T,
ZADIECTHE, M2 —=F=A
AHBETINHRBRE - ARBESTES
KEEBENTEERERBADIECTHE
B rEHAEBEEATE:

(a) HEERKRBADIECTZ F —H
R-BEEERAST 2 REHS
ADJECT ©

b) BEFBRELNERFAL P
2 HEBEMHRERHAE LT
BEEEERKRH R- KRR HFA
2B ERADJECTX AR 7]
—FAZRE-
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For the year ended 31st December, 2012 #HZE =

=

——F+tZ A=t HLHFE

Particulars of the Company’s major subsidiaries as at 31
December 2012 and 2011 are as follows:

Name

&

Weihai Jierui Medical Products
Company Limited*
(BEZRBRERERAR)

FERRBRRERERDA"
Weihai Weigao Blood Purification
Products Company Limited*
(BERRNRHERRBRAR)
FERRLRFHHRERAR!
Weihai Weigo Group Mould
Company Limited*
(BERREEEABRAR)
REREEERABRAR"
Shandong Weigao Orthopaedic
Device Company Limited*
(LRERERHERAR)
WRBRERIEERAR
Sichuan Jierui Weigao Medical
Device Company Limited*
(mIZmEmEEERERAR)
mIZinE = e B S HERA R
Shandong Weigao New Life Medical
Device Company Limited*

(LRERHEBRERERAR)

WRERFTEERSBERAT

ANNUAL REPORT 2012 3§

Form of
business
structure

EERBER

Incorporated

AL

Incorporated

FEA AL

Incorporated

FEA AL

Incorporated

FEA AL

Incorporated

FEA AL

Incorporated

FEA AL

Country of
incorporation
or registration/
operations

MM IE
B/ BENER

PRC

hE

PRC

HE

PRC

i

PRC

i

PRC

i

PRC

i

Registered
capital

HEMEX

RMB32,000,000

AR #32,000,0007C

RMB20,000,000

AK#20,000,0007C

RMB8,000,000

AR #8,000,0007T

RMB90,000,000

A K.#90,000,0007C

RMB2,000,000

AR #2,000,0007T

RMB5,000,000

AR #5,000,0007T

Directly

R_B——_FRk_FT——F+_H
=t+—B ARAETEWBRFN

BT

Proportion
ownership
interest held
by the Group
Indirectly
FRABHERN
FAELH
HE M

100% =

100% =

70% =

70% =

90% 10%

90% 10%

75% 25%

75% 25%

100% =

100% =

100% =

100% =

Principal activities

TEEH

Manufacturing of medical PVC
granules, plastic packing bags
and carton boxes

SUERRPVCHE  ZHBERRM
]

Manufacturing of medical blood
purification treatments and
related consumables

SEMBF LR RN

Manufacturing of moulds

SUERA

Manufacturing of orthopaedic

medical device products

HEEMBRRBER

Trading of medical products

BEEBRRER

Manufacturing of medical products

REBRRER



Form of
business
Name structure
E4 ] REEBRER
Shandong Weigao Automatic Incorporated
Equipment Company Limited*
(LRBREDREBRAR)
RS BB REEBR AR Bl AvA
Shandong Weigao Group Logistic Incorporated
Company Limited*
(LRBREENRERAR)
LRBEEEENRER R Bl AvA
Shandong Weigao Medical Holding Incorporated
Company Limited*
(WREEERERERAR)
WREEBREEREBR A Bl AvA

—=

For the year ended 31st December, 2012 HZ =%

Country of
incorporation
or registration/
operations

B Is
B /HENER

PRC

HE

PRC

HE

Registered
capital

EfRE

RMB5,000,000

AK#5,000,0007C

RMB20,000,000

AR #20,000,0007T

RMB20,000,000

AR #20,000,0007T

Note: The above table lists the principal subsidiaries of the Group
which, in the opinion of the directors, principally affected
the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in

particulars of excessive length.

None of the subsidiaries had issued any debt securities at the

end of the year.

& Registered under the laws of the PRC as domestic enterprise

Proportion
ownership
interest held
by the Group
Directly  Indirectly
*REAFFERN
FARLEH
EE M

- 100%

- 100%

100% -

100% =

100% -

100% =

—FE+-_A=t+—BLLFE

Principal activities

TERE

Manufacturing of industrial
automatic equipments and parts

HETEADIREREN

Provision of logistics and storage

services

R R EE RS

Manufacturing of medical products

fizE: ERINGEERRUAEEEENE
EENBEAZENASETZMER
Al -EEERRIHEMKE AR

G

RIEANTTR-

BUEM B A ARNFERETERELE

o

' REBFBEIAREAMARNLILE
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For the year ended 31st December, 2012 HEZ=—Z—=—F+=-F=+—HILFE

Non-current assets
Property, plant and equipment
Investment properties
Prepaid lease payments
Intangible assets
Investment in subsidiaries
Investment in an associate
Deferred tax asset
Other receivables — receivable after

one year

Current assets
Inventories
Trade and other receivables
Amount due from subsidiaries
Pledged bank deposits
Bank balances and cash

Current liabilities
Trade and other payables
Amount due to subsidiaries
Bank borrowings — repayable
within one year
Tax payable

Net current assets

Capital and reserves
Share capital
Reserves

Total equity
Non-current liability
Bank borrowings
— repayable after one year

Deferred income
Other payable

Total equity and non-current liability
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FRBEE

IE RN E L
SEME
%Hﬁﬁm

ﬁ%é?

KB R B E
R—EEERAIHNRE
EIETR IR B E

H A & R IR — 10— F
1& UK

nBEE

&

FEUS ' 5 Ko Ho A B WK
FE U F /B8 2 B 5K IR
EHEMIRITHEK
RITESRLA S

mEEE
@H%%&Emfﬁm
&1 P BB 1% B SR IR
ﬁﬁ%%—%# F
AEE

J& A IR

2011
RI\/IB 000

— &
AE%?E

1,503,063
162,364
230,633

2,198
479,299
72,314
10,362

9,046
2,469,279
236,779
1,140,065
800,014
99,285
764,028
3,040,171
837,403
19,390

21,003
18,395

896,191
2,143,980

4,613,259

447,637
4,091,368

4,539,005

63,009

800
10,445
74,254

4,613,259



For the year ended 31st December, 2012 B2 -F——F+ - A=1+—HILFE

Information about the statement of movement in
reserves of the Company at the end of the reporting

period includes:

At 1 January 2011

Profit for the year

Issue of shares

Transfer to statutory reserve
Dividend paid

Bonus issue of shares

At 31 December 2011
Profit for the year

Transfer to statutory reserve
Dividend paid

At 31 December 2012

R_E-——F—-f—H
FERHEF

IR
ERETTRE
BERRE

ARET

RZF-——%+-H=1-H

R
BREATHE
BfRe

WZE-—F#+-A=1-H

Share
premium
RMB'000
KRR
AREFT

1,285,542

1,416,821

(223,819)

2,478,544

2,478,544

BRAARRRNBEHRRZFRED

RZERBIE:

Movement in reserves

HRED

Statutory
surplus
reserve fund
RMB'000
EERBLRSE
AREFTL

132,034

77,089

209,123

14,696

223,819

Retained
profits
RMB'000
REERHN
ARETT

614,657
1,163,812

(77,089)
(297,679)

1,403,701
541,909
(14,696)

(282,011)

1,648,903

Total
RMB'000
@t
ARETL

2,032,233
1,163,812
1,416,821

(297,679)
(223,819)

4,091,368
541,909

(282,011)

4,351,266
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RESULTS

Revenue

Profit before taxation
Taxation

Profit for the year

Profit attributable to:
Owners of the Company
Non-controlling interests

ASSETS AND LIABILITIES
Total assets

Total liabilities
Non-controlling interests

170  ANNUAL REPORT 2012 “F

For the year ended 31 December

2011 2010 2009
RMB’000 RMB’'000 RMB'000
B#E+-A=+—-HL=EE
“E——% —Z-TF —TTHEF
ARETT ARETT ARETR
¥
LON 3,180,577 2,462,557 1,878,495
B& 754 B A 3,592,506 887,884 704,960
A (124,472) (85,532) (71,782)
F R R F 3,468,034 802,352 633,178
THISIAREM T :
NUNGIE 2N 3,462,172 799,072 633,864
ISP 5,862 3,280 (686)
3,468,034 802,352 633,178
As at 31 December
2011 2010 2009
RMB’000 RMB'000 RMB'000
®R+=-B=+-8H
“T——% ~Z-TF& “TTHEF
ARETT ARETT ARETR
BERAR
BEE 9,371,967 4,649,364 3,951,795
reE (1,160,438)  (1,015,491)  (1,008,929)
JErmpt i (9,538) (7,463) (3,183)
8,201,991 3,626,410 2,939,683

2008
RMB'000

“TINfF
ARETF

1,514,367

524,082
(38,977)

485,105

482,394

2,711

485,105

2008
RMB'000

“EINE
AREFTT

3,340,666
(855,743)
(8,191)

2,476,732



NOTICE IS HEREBY GIVEN that the annual general
meeting (the "AGM") of the shareholders of Shandong
Weigao Group Medical Polymer Company Limited* ( Ll R /&
SEEERSS TEMmKRM BRAQG) (the "Company”)
will be held at 5th Floor, No. 312 Shichang Road, Weihai,
Shandong Province, the PRC at 9:00 a.m. on Friday, 31 May
2013 for the purpose of considering and, if thought fit,
passing the following ordinary and special resolutions:

1. To consider and approve the audited consolidated
financial statements of the Group (including the
Company and its subsidiaries) for the year ended 31
December 2012;

2. To consider and approve the report of the board of
directors of the Company (the “Board”) for the year
ended 31 December 2012;

3. To consider and approve the report of the Supervisory
Committee of the Company for the year ended 31
December 2012;

4. To declare a final dividend of RMB0.033 per share of
RMBO.1 each in the Company for the year ended 31
December 2012;

5. To consider and approve the proposal for the re-
appointment of Deloitte Touche Tohmatsu as the
auditor of the Company for the year ending 31
December 2013, and to authorise the Board to
determine his remuneration;

6. To consider and authorise the Board to approve the
remuneration of the directors, supervisors and senior
management of the Company for the year ending 31
December 2013; and

BBEEIN_ZT—=FRRA=+—H
EHH) FFNARERTEILREBE
it S AE312REARILRE SR E
BRSO THAaROHDBERAR([F2
BlDERBRRAFAS (RREAFEX
B EUTERABBEBATERR

B RIRER

1. ZERMEAREER (BEARTR
HEfRB AR ) BE-_Z——F1+—A
ST+ —HILEFENKCEZLRENH
W

2. EZEERBEARRBE_T—_F
T A=T—HLFENEFS
(TEFg @&

3. EEMMEARARABE_T——F
TZA=ZT " BLEFENESFIR
.

=

4., BRBE-_TE——-Ft+_A=+—
HEFERNAQRRESKREEASA
REOITHRBBREEHRARE
0.0337T:

5. TELHLEERESH -BHERTE
T AHE-_Z—=F+=A
=+~ BEFEARRRZ A 2
Z UBRBEZSECEME:

6. ERELEBEFTSHEARRHE
—E=Ft+ZA=t—HILFE
MEE EFENEREBEAEHE
53
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7. To consider and approve the general mandate to be
granted to the Board to issue new shares.

“THAT:

a) subject to paragraphs (c), (d) and (e) below, the
exercise by the Board during the Relevant Period
(as herein after defined in paragraph (f)) of all the
powers of the Company to allot, issue and deal
with non-listed Shares and/or H Shares severally or
jointly be and is hereby approved;

b) the approval in paragraph (a) above shall authorise
the Board the Relevant Period to make or grant
offers, agreement and options which would or
might require the exercise of such powers to
allot and issue non-listed Shares and/or H Shares
during the Relevant Period or after the end of the
Relevant Period;

¢) the aggregate nominal amount of non-listed
Shares allotted and issued or agreed to be allotted
and issued (whether pursuant to an option or
otherwise) by the board of directors pursuant
to paragraphs (a) and (b) above, otherwise than
pursuant to (i) Rights Issue (as hereinafter defined
in paragraph (f)); (i) upon the exercise of rights
of conversion under the terms of any securities
which are convertible into Shares; (iii) upon the
exercise of rights of subscription under the terms
of any warrants issued by the Company; or (iv) any
scrip dividend plan or other similar arrangement
in lieu of the whole or part of a dividend on
Shares allotted pursuant to the Company’s
Articles of Association, shall not exceed 20%
of the aggregate nominal amount of the non-
listed Shares in issue on the date of passing this
resolution;
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the aggregate nominal amount of H Shares
allotted and issued or agreed to be allotted
and issued (whether pursuant to an option or
otherwise) by the board of directors pursuant
to paragraphs (a) and (b) above, otherwise than
pursuant to (i) Rights Issue (as hereinafter defined
in paragraph (f)); (i) upon the exercise of rights
of conversion under the terms of any securities
which are convertible into Shares; (iii) upon the
exercise of rights of subscription under the terms
of any warrants issued by the Company; or (iv) any
scrip dividend plan or other similar arrangement
in lieu of the whole or part of a dividend on
Shares allotted pursuant to the Company’s Articles
of Association, shall not exceed 20% of the
aggregate nominal amount of the H Shares in issue
on the date of passing this resolution;

the approval referred to in paragraph (a) above
is conditional upon the Company obtaining
the approval from China Securities Regulatory
Commission;

for the purpose of this resolution;

"Relevant Period” means the period from the
date of the passing of this special resolution until
whichever is the earliest of:

i) the conclusion of next annual general
meeting of the Company after the passing of
this resolution;

i) the expiration of the period within the
twelve month period after the passing of this
resolution; or

iii) the revocation or variation of the authority
given under this resolution by ordinary
resolution of the shareholders of the
Company in a general meeting.

BREBREOER(EEZER TX
FOER) (VR ETER AR
19 B AL (] 38 55 B R SN T 30 R iR
B (IRIE AR R BT
R FERE M IRFRIT AR
(V)R IE AR R A A EZ R
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“Right Issue” means an offer of shares open for a
fixed period to holders of shares on the register of
members of the Company and (where appropriate)
other holders of the equity securities of the
Company that are entitled to accept such offer
on a fixed record date in proportion to their then
holdings of such shares or such equity securities
(subject to such exclusion or other arrangements
as the directors of the Company may deem
necessary of expedient in relation to fractional
entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements
of, any recognised regulatory body or any stock
exchange in relevant jurisdiction); and

authorise the Board to, at its discretion, make any
amendment of the Articles of Association of the
Company where necessary, so as to increase the
registered capital of the Company, and to reflect
the new capital structure upon the granting of
approval for the allotment or issue of the shares in
the Company pursuant to paragraph (a) above.”

Yours faithfully,

By order of the Board

Shandong Weigao Group Medical Polymer
Company Limited*

Chen Xue Li

Chairman

Weihai, Shandong
15 April 2013

Registered Office:
312 Shichang Road
Weihai

Shandong Province
The PRC

Principal Place of Business in Hong Kong:
801, Chinachem Century Tower

178 Gloucester Road

Wanchai

Hong Kong
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Notes:

(i)

(iii)

(iv)

A Shareholder who has the right to attend and vote at the AGM is
entitled to appoint one proxy (or more) in writing to attend the AGM
and vote on his behalf in accordance with the Company’s Articles of
Association. The proxy need not be a shareholder of the Company.
Enclosed herewith a form of proxy for use in the general meeting.
Any Shareholder who wishes to appoint a proxy should first review
the form of proxy for use in the AGM. For any Shareholder who has
appointed more than one proxies, such proxies shall only vote on poll.
In the case of joint registered holders, the proxy form may be signed
by any joint registered holder. In the case that more than one of such
joint registered holders are present at any meeting personally or by
proxy, then one such joint registered holders so present whose name
stands first on the register of members of the Company in respect of
such share shall alone be entitled to vote in respect thereof.

All Shareholders shall appoint its proxy in writing. To be valid, a
form of proxy together with a power of attorney or other authority,
if any, under which it is signed or certified by a notary or an official
copy of that power of attorney or authority, must be delivered at the
Company's H Share registrar in Hong Kong, Tricor Standard Limited at
26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong (in respect of
the holder of H Shares) and the Company's principal place of business
at No. 312 Shichang Road, Weihai, Shandong Province, PRC (in
respect of the holder of the Non-listed Shares) not less than 24 hours
before the time appointed for holding the AGM or 24 hours before
the time designated for voting.

Shareholders and their proxies attending the AGM shall produce their
proof of identification.

For the purpose of determining the identity of shareholders who
are entitled to attend at the meeting, the register of members will
be closed from 1 May 2013 to 31 May 2013, both days inclusive,
during which period no transfer of shares will be effected. In order
to qualify for attending at the meeting, all transfers accompanied by
the relevant share certificates must be lodged with the Company’s H
Share Registrars at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong not later than 4:30 p.m. on 30 April 2013.

For the purpose of determining the identity of shareholders who are
entitled to receive final dividend for the year ended 31 December
2012, the register of members will be closed from 8 June 2013 to
13 June 2013, both days inclusive, during which period no transfer
of shares will be effected. In order to qualify for entitlement of final
dividend, all transfers accompanied by the relevant share certificates
must be lodged with the Company’s H Share Registrars at 26th Floor,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong not later
than 4:30 p.m. on 7 June 2013.

SHANDONG WEIGAO GROUP MEDICAL POLYMER COMPANY LIMITED L5 = & B &

(i)
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(iv)
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(vi)

(vii)

(viii)

The holders of the H Shares who intend to attend the AGM, whether
in person or by proxy, should complete and return the reply slip to the
Company's H Share registrars in Hong Kong, Tricor Standard Limited
at 26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong no later
than Friday, 10 May 2013 by hand, by post, by telegraph or by fax to
(852) 2528 3158.

The holders of the Non-listed Shares who intend to attend the AGM,
whether in person or by proxy, should complete and return the reply
slip to the Company’s registered address at No. 312 Shichang Road,
Weihai, Shandong Province, PRC no later than 10 May 2013 by hand,
by post, by telegraph or by fax to (86) 631 5622419.

The AGM is expected not to exceed half a day, and all shareholders
and proxies shall be responsible for their own travelling and
accommodation expenses.

Pursuant to Article 80 of the Company’s Articles of Association all
votes of the Shareholders at the general meetings must be taken by
poll.

Any enquiries about this notice and the AGM shall be sent for the
attention to Ms. Xing Jingran at No. 312 Shichang Road, Weihai,
Shandong Province, PRC (Tel. (86) 631 5622418) or Ms. Phillis Wong
at 801, Chinachem Century Tower, 178 Gloucester Road, Wanchai,
Hong Kong (Tel: (852) 28381490).
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