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FINANCIAL HIGHLIGHTS

Turnover
EBITDA
Profit before taxation

Profit for the year attributable
to owners of the Company

Earnings per share

Basic (HK cents)
Diluted (HK cents)

2011
HK$'000

6,405,039

795,177

183,189

104,273

HK8.0cents
HK8.6cents

2010
HK$'000

6,502,817

1,674,224

1,163,280

974,157

HK78.2cents
HK78.2cents

Decrease]
%

1.5%

52.5%

84.3%

89.3%

89.8%
89.0%




CHAIRMAN'’S STATEMENT

On behalf of the board of directors (the “Boardf) The United Laboratories International Holdings
Limited (the “Company”), | hereby present to albstholders the annual results of the Company &nd it
subsidiaries (collectively the “Group” or “Unitechhoratories”) for the year ended 31 December 2011.

For the year ended 31 December 2011, the Groupisvar amounted to approximately HK$6,410 million,
a slight decrease of approximately 1.5% over tlidast year. EBITDA and profit before taxation were
approximately HK$800 million and HK$180 million gectively, representing a decline of approximately
52.5% and 84.3% over the same period in the prewear, respectively. The profit attributable tonens

of the Company was approximately HK$100 millionpnesenting a decrease of 89.3% over the same
period in the previous year.

In 2011, on the back of the confusing macro econamy the complex business environment of China’s
pharmaceutical industry, the Group and the entmeeaktic pharmaceutical segment were in face of
unprecedented challenges as a result of factohsding China’s stronger regulatory requirementsav
the industry and the tender for basic drugs andeguently the full-swing implementation of a newnd

of price cuts and the policy of “dual control” ouezalthcare companies and medical insurance, tige su
raw material prices driven by inflation and the &gan debt crisis associated with uncertaintiethén
global financial market and rising interest ratBging a leading enterprise of the industry, United
Laboratories steadfastly forged ahead amid chanmiudket conditions and was committed to cost contro
with the support of its vertically-integrated pretiumix and production model, economies of scale and
brand advantages, while keeping close watch on eharknds and making timely adjustments to the
business development strategies, constantly demglopew products and exploring new markets to
solidify its leadership in the industry. The Graapeading edge was apparent in the industry. Quhah
plant received the new national GMP certificationJuly 2011 and some of our major products were
granted the certifications or acceptance of FDAnfrthe US, COS from Europe and GMP from Japan,
hence consolidating the industry leading statub®Group.

During the year, several measures were introduzeeinforce the pharmaceutical industry by theamsti
regulatory authorities related to the industryc@tutting measures were launched on 28 Marchinfprc
the prices of some antibiotic drugs to decline,l&vhieasures taken by the government for restridtieg
use of antibiotic drugs by healthcare institutiatsall levels had a greater impact on high-endbéotic
finished products. As a result, some healthcargutisns took a wait-and-see attitude and postdadheir
purchasing plans, which led to the continuous desmen the prices of intermediate and bulk medicine
products as well as the decline in the finishedipob prices to a certain extent. At the same tighasn the
impact from the rising raw material prices, produttcost continued to climb, hence exerting a @erta
degree of pressure to the overall gross profit masfithe Group.

Nevertheless, the Group actively responded to kadlenging business environment of the industry and
made appropriate adjustments to its strategiensore steady development of its businesses. Wéh th
production line of intermediate products in thedniMongolia plant coming to a full operation duritig
year, its contribution to the Group gradually eneekgThe Group also actively developed and adopted n
production technology to further strengthen itstieat integration and the Inner Mongolia plant seeded

in producing HPGDane salt, one of the raw materatpiired to produce amoxicillin, which further cut
production cost and improved efficiency. Meanwhites Group became the world’s second pharmaceutical
enterprise mastering the production technologynaimatic amoxicillin API and rolling out the produo

the market. Such production technology is aheati@se of the peers. In its production processat)are
sewage nor impurities will be created and lessggnisrrequired. The technology has not only redubed
cost but is also compliant with the rising envir@mtal protection standards in China. The newlytbuil
production capacity was also put into operatiofieatively matching with the pace of developing the
export and domestic distribution markets.

Regarding the rollout of new products, in lightnobre than 100 million patients suffering from ditdzein
China, the main drug, recombinant human insulirs, &anational market value of approximately RMB6
billion and is growing rapidly at an annual rate26£6 to 30%. Eyeing the growth potentials of thekeg
the Group made substantial investments in the dpwent and distribution of relevant products. Given
that our new products had completely the sameaefjias that of the imported ones and that the price
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were competitive, both the sales and market shiaoeiroproducts developed steadily since the latunch
the first half year. Furthermore, the Group hadgdther 4 new products awarded the SFDA approval in
the past year.

During the year, the Group focused on the developroé international market, establishing offices in
areas like Brazil, India, Dubai, Indonesia and Gamis Hamburg, and expanding efforts in exportsale
which resulted in a higher proportion of overseslesin the Group’s total sales as compared toathiatst
year. With the continuous increase in demand feerimediate and bulk medicine from the overseas
markets in addition to the fact that our produaig offered at highly reasonable prices have ssicely
received certifications from all over the worldriecent years, we are confident that our exportssaié
gradually increase and accordingly contribute &ofthure growth of the Group.

The Group has always upheld and adhered to a préidancial strategy, optimizing the financial stture
and consolidating the working capital base throuiffierent financing channels in order to seize
investment opportunities in a timely manner. Durthg year, the Group issued five-years convertible
bonds to raise RMB790 million for the purposes efimancing existing debts, expanding production
capacity and further developing our businesses with aim of maintaining the driving force for the
Group’s future developments.

According to the report of the World Bank, the emtrproportion of the medical and healthcare imgust
China’s GDP is far lower than the average valudaéworld and this is reflective of the immensemdior

the growth of the industry. It is expected thatthwihe announcement of the “Twelfth Five-Year”
biomedical planning by the NDRC during the yeae tentral government will invest more than RMB40
billion in the biomedical industry in the next fivgears while providing vigorous support to local
pharmaceutical enterprises to encourage R&D inmansit It is indicated in the major healthcare glinebes

for 2012 as announced by the Ministry of Health-gbruary 2012 that, China will expand the scope of
implementation of the basic drug system and makartefto improve the rural medical system. United
Laboratories has already entered the rural madedsthe proportion is still on the rise. This is)docive

to the growth in the sales of the Group going fodva

Looking ahead, on the back of the favorable pdi@ad a positive environment, the Group is caulyous
optimistic toward the prospects of the industry.eT&roup will continue to expand sales networks,
domestic and abroad, and actively explore new ntarkéth growth potentials while strengthening
penetration in the existing markets. Moreover, @reup will continue to bring its cutting edge in R&
into play to develop products of high margin andanded. Currently, we have 37 new products being
developed, of which 11 products are applying fadeparegistration and 8 of them was approved foemta
registration. The recombinant human insulin prosluetll remain a key product of the Group and the
Group will seize the momentum of the fast-growirgménd for human insulin by investing substantial
resources to capture greater market share. ThepGroaw insulin products have received relativalyhh
international recognition in terms of quality anebguction technology and the Group will developesal
market overseas to expand revenue sources. Astémiediate and bulk medicine, the Group will taych

to increase overseas sales and accelerate thegimmedf domestic rural markets and communitieghwi
the support of its vast sales network, experiersades team and high brand awareness. At the same ti
the Group will focus on driving the sales of thevhepackaged large-sized amoxicillin and ampicillin
enabling them to become new growth drivers boostiregsales of finished products. Through the above
effective business strategies the Group is confideat we can achieve the economies of scale in a
changing market, taking the lead in the steady ldpweent of the industry and ensuring the susta@abl
development of the Group.

On behalf of the Board, | would like to express heartfelt gratitude to our shareholders, custoraads
business partners for their full trust and sup@ord to all staff for their persistent efforts to keait
possible for United Laboratories grow healthilyrajahe way.



2011 ANNUAL RESULTS

The Board of the Company hereby announces the bidated results of the Group for the year ended 31
December 2011 together with the comparative figioethe year 2010 as follows:

Consolidated Statement of Comprehensive Income
For the year ended 31 December 2011

2011 2010
Notes HK$'000 HK$'000

Turnover 3 6,405,039 6,502,817
Cost of sales (4,576,261) (3,934,763)
Gross profit 1,828,778 2,568,054
Other income 4 89,531 40,216
Other gains and losses 5 11,018 16,449
Selling and distribution expenses (1,026,182) (939,082)
Administrative expenses (460,226) (359,927)
Other expenses (110,257) (70,612)
Gain on fair value change of derivative

components of convertible bonds 5,276 -
Finance costs 6 (154,749) (91,818)
Profit before taxation 183,189 1,163,280
Taxation 7 (78,916) (189,123)
Profit for the year attributable

to owners of the Company 8 104,273 974,157
Other comprehensive income
Exchange differences arising on translation

to presentation currency 235,721 139,083
Total comprehensive income for the year

attributable to owners of the Company 339,994 1,113,240
Earnings per share (HK cents) 10

Basic 8.0 78.2

Diluted 8.6 78.2



Consolidated Statement of Financial Position
At 31 December 2011

Non-current assets
Property, plant and equipment
Prepaid lease payments
Goodwill
Intangible assets
Deposit for leasehold land
Deposits for acquisition of property,

plant and machinery

Available-for-sale investment
Deferred tax asset

Current assets
Inventories
Trade and bills receivables,

deposits and prepayments

Derivative financial instruments
Prepaid lease payments
Pledged bank deposits
Bank balances and cash

Current liabilities
Trade and bills payables
and accrued charges
Derivative financial instruments
Tax payables
Borrowings — due within one year

Net current assets
Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities
Convertible bonds
Embedded derivative components of
convertible bonds
Borrowings — due after one year

Capital and reserves
Share Capital
Reserves

Equity attributable
to owners of the Company

Notes

11

12

13

14

14

15

2011 2010
HK$'000 HK$'000
5,638,860 4,651,121

110,493 108,523
3,740 3,588
2,303 3,270

51,474 3,551
449,153 136,185
24,323 35,659
6,280,346 4,941,897
1,537,955 1,248,199
2,505,853 2,567,263
- 2,268

2,701 2,588

589,446 381,624

948,604 464,055

5,584,559 4,665,997
2,286,763 1,968,439

1,517 -

33,837 83,704

3,086,309 2,350,074
5,408,426 4,402,217

176,133 263,780
6,456,479 5,205,677

75,841 95,735

693,097 -

260,920 -

250,000 -

1,279,858 95,735
5,176,621 5,109,942

13,015 13,015
5,163,606 5,096,927
5,176,621 5,109,942



Notes:

1.

General

The Company is a limited company incorporated i@ @ayman Islands. The Company's parent
company is Heren Far East Limited, a company inm@fed in the British Virgin Islands and its
ultimate holding company is Gesell Holdings Limitedcompany incorporated in the British Virgin
Islands. The Company's registered office is locatericket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands anplaice of business is located at 6 Fuk Wang
Street, Yuen Long Industrial Estate, Yuen Long, Newritories, Hong Kong.

The functional currency of the Group in the PespRepublic of China (the "PRC") is Renminbi

("RMB"). The consolidated financial statements lo¢ tGroup are presented in Hong Kong dollars
because the Company is a public company with tlaeeshlisted on The Stock Exchange of Hong
Kong Limited (the "Stock Exchange"), and a majonfyits investors are based in Hong Kong and
therefore, the directors consider that Hong Kondlad® is a preferred currency to be used in
presenting the operating results and financialtjppsof the Group.

Application of new and revised Hong Kong Finaneall Reporting Standards
In the current year, the Group has applied, ferfitst time, the following new or revised standard
and interpretations ("new and revised HKFRSs") adsby the Hong Kong Institute of Certified

Public Accountants (the "HKICPA"):

Amendments to HKFRSs Improvements to HKFRSs isgu@010

HKAS 24 (as revised in 2009)
Amendments to HKAS 32

Amendments to HK(IFRIC) - Int 14

HK(IFRIC) - Int 19

Related Party Diaales

Classification of Rightwulss

Prepayments diaimum Funding Requirement
Extinguishing Financial Liakiles with Equity

Instruments

The application of the new and revised HKFRS&@durrent year has had no material impact on the
Group's financial performance and positions foraheent and prior years and/or on the disclosures
set out in these consolidated financial statements.

The Group has not early applied new or reviseddstals, amendments or interpretations that have
been issued but are not yet effective:

Amendments to HKFRS 7
Amendments to HKFRS 7

Amendments to HKFRS 9 and
HKFRS 7

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

Amendments to HKAS 1

Amendments to HKAS 12
HKAS 19 (as revised in 2011)
HKAS 27 (as revised in 2011)
HKAS 28 (as revised in 2011)
Amendments to HKAS 32
HK(IFRIC) - Int 20

Disclosures - Transfersindifcial Assets
Disclosures - Offsettingahicial Assets and
Financial Liabilitie$
Mandatory EffectiveeDHtHKFRS 9 and Transition
Disclosurés
Financial Instrumerits
Consolidated Financial Stateménts
Joint Arrangemerits
Disclosure of Interests in Other Entfties
Fair Value Measuremént
Presentation of Items of ©@emprehensive
Incomé
Deferred Tax - Recovery nfletlying Assets
Employee Benéfits
Separate FinanciteBtents
Investments in Asates and Joint Ventures
Offsetting Financial Assats Financial Liabilities
Strippégg Costs in the ProductiPhase of a Surface
Min
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Effective for annual periods beginning on or afteluly 2011.
Effective for annual periods beginning on or aftefanuary 2013.
Effective for annual periods beginning on or aftefanuary 2015.
Effective for annual periods beginning on or aftefanuary 2012.
Effective for annual periods beginning on or afteluly 2012.
Effective for annual periods beginning on or aftefanuary 2014.
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Except as described below, the directors of then@2my anticipate that the application of the new
and revised standards, amendments and interpretaiilonot have material impact on the results and
financial position of the Group.

Amendments to HKFRS 7 "Disclosures - Transfers ofFinancial Assets"

The amendments to HKFRS 7 increase the discloseqeirements for transactions involving
transfers of financial assets. These amendmentisitereded to provide greater transparency around
risk exposures when a financial asset is transfdytg the transferor retains some level of contigui
exposure in the asset. The amendments also retjsalesures where transfers of financial assets are
not evenly distributed throughout the period.

The directors anticipate that the applicationh&f amendments to HKFRS 7 might affect the Group's
disclosures regarding transfers of financial assetise future.

HKFRS 9 "Financial Instruments"

HKFRS 9 issued in 2009 introduces new requiremémtghe classification and measurement of
financial assets. HKFRS 9 amended in 2010 inclutlesrequirements for the classification and
measurement of financial liabilities and for dergmition.

Key requirements of HKFRS 9 are described asvialo

» HKFRS 9 requires all recognised financial assktt &are within the scope of HKAS 39
"Financial Instruments: Recognition and Measurethdnt be subsequently measured at
amortised cost or fair value. Specifically, debtdstments that are held within a business model
whose objective is to collect the contractual ctgls, and that have contractual cash flows
that are solely payments of principal and intestthe principal outstanding are generally
measured at amortised cost at the end of subseqomounting periods. All other debt
investments and equity investments are measuréteitfair values at the end of subsequent
reporting periods. In addition, under HKFRS 9, t#di may make an irrevocable election to
present subsequent changes in the fair value efjaity investment (that is not held for trading)
in other comprehensive income, with only dividendame generally recognised in profit or
loss.

« The most significant effect of HKFRS 9 regarding thlassification and measurement of
financial liabilities relates to the presentatidncbanges in the fair value of a financial lialyilit
(designated as at fair value through profit or)@dibutable to changes in the credit risk ot tha
liability. Specifically, under HKFRS 9, for finaratiliabilities that are designated as at fair value
through profit or loss, the amount of change in fiie value of the financial liability that is
attributable to changes in the credit risk of thability is presented in other comprehensive
income, unless the recognition of the effects ainges in the liability's credit risk in other
comprehensive income would create or enlarge aouatitg mismatch in profit or loss.
Changes in fair value attributable to a financiability's credit risk are not subsequently
reclassified to profit or loss. Currently, under MK 39, the entire amount of the change in the
fair value of the financial liability designated as fair value through profit or loss was
presented in profit or loss.

The directors anticipate that the adoption of HEFIRin the future will have no significant impact o
amounts reported in respect of the Group's finhasisets and financial liabilities.



HKFRS 13 "Fair Value Measurement"

HKFRS 13 establishes a single source of guidamickir value measurements and disclosures about
fair value measurements. The standard definesvédire, establishes a framework for measuring
fair value, and requires disclosures about fain@aheasurements. The scope of HKFRS 13 is broad;
it applies to both financial instrument items anshifinancial instrument items for which other
HKFRSs require or permit fair value measurements @isclosures about fair value measurements,
except in specified circumstances. In general,diselosure requirements in HKFRS 13 are more
extensive than those in the current standardsekample, quantitative and qualitative disclosures
based on the three-level fair value hierarchy ailyerequired for financial instruments only under
HKFRS 7 "Financial Instruments: Disclosures" wil éxtended by HKFRS 13 to cover all assets and
liabilities within its scope.

HKFRS 13 is effective for annual periods beginnioig or after 1 January 2013, with earlier
application permitted.

The directors anticipate that HKFRS 13 will be @iga in the Group's consolidated financial
statements for the annual period beginning 1 JgnRA43 and that the application of the new
standard will not affect the amounts reported ia tonsolidated financial statements and will not
result in more extensive disclosures in the codatdid financial statements.

Amendments to HKAS 1 "Presentation of Iltems of Otler Comprehensive Income"

The amendments to HKAS 1 retain the option to gmeprofit or loss and other comprehensive
income in either a single statement or in two sagabut consecutive statements. However, the
amendments to HKAS 1 require additional disclostwdse made in the other comprehensive income
section such that items of other comprehensivenigcare grouped into two categories: (a) items that
will not be reclassified subsequently to profit loss; and (b) items that may be reclassified
subsequently to profit or loss when specific cdodi are met. Income tax on items of other
comprehensive income is required to be allocatetth@same basis.

The amendments to HKAS 1 are effective for theu@réor annual period beginning on or after 1

January 2013. The presentation of items of othemprehensive income will be modified accordingly
when the amendments are applied in the future aticmuperiods.

Turnover and Segment information
Turnover

Turnover represents the net amounts received amavable for goods sold by the Group to outside
customers, less discounts and sales related taxes.

2011 2010
HK$'000 HK$'000
Sales of pharmaceutical products 6,405,039 6,502,817

Segment information

HKFRS 8 "Operating Segments"” requires operatingneedgs to be identified on the basis of internal
reports about components of the Group that areladgueviewed by the chief operating decision
maker (i.e. executive directors of the Company)tfar purpose of allocating resources to segments
and assessing their performance.



The Group is currently organised into three revestreams - (i) sale of intermediate products
("Intermediate products"); (ii) sale of bulk mediei ("Bulk medicine"); and (iii) sale of antibiotics

finished products, non-antibiotics finished producind capsule casings (together "Finished
products"). These three revenue streams are thatomeand reportable segments of the Group on
which the Group reports its primary segment infarama

(a) Segment turnover and results:

Year ended 31 December 2011

Intermediate Bulk Finished Segment
products medicine products Total Elimination = Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TURNOVER
External sales 1,654,576 2,836,473 1,913,990 6,405,039 - 6,405,039
Inter-segment sales 1,313,172 229,867 - 1,543,039 (1,543,039) -
2,967,748 3,066,340 1,913,990 7,948,078 (1,543,039) 6,405,039
Segment profit 36,754 8,791 289,459 335,004
Unrealised profit
elimination 55,251 5,440 7,653 68,344
92,005 14,231 297,112 403,348
Unallocated
other income 14,634
Unallocated
corporate expenses (96,338)
Other gains and losses 11,018
Gain on fair value change
of derivative
components
of convertible bonds 5,276
Finance costs (154,749)
Profit before taxation 183,189



Year ended 31 December 2010

Intermediate Bulk Finished Segment
products medicine products Total Elimination = Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TURNOVER
External sales 1,710,429 2,875,592 1,916,796 6,502,817 - 6,502,817
Inter-segment sales 1,281,911 241,968 - 1,523,879 (1,523,879) -
2,992,340 3,117,560 1,916,796 8,026,696 (1,523,879) 6,502,817
Segment profit 575,280 276,440 436,139 1,287,859
Unrealised profit
elimination (4,790) (2,807) 10,809 3,212
570,490 273,633 446,948 1,291,071
Unallocated
other income 7,264
Unallocated
corporate expenses (59,686)
Other gains and losses 16,449
Finance costs (91,818)
Profit before taxation

Measurement

1,163,280

The accounting policies of the reportable segmargsthe same as the Group's accounting policies
described in the annual report. Performance is unedsbased on segment profit that is used by the
chief operating decision maker for the purposesesburce allocation and assessment of segment
performance. Taxation is not allocated to repoe@gigments.

The turnover, profit or loss, assets and lialetitof the Group are allocated based on the opesatid

the segments.

Intersegment turnover is charged at prevailingketarates.

Reportable segment profit represents the profihegh by each segment without allocation of bank
interest income, sundry income, other gains andelscorporate expenses and staff costs, and

finance costs.

(b) Segment assets and liabilities:

Reportable segment assets
Intermediate products

Bulk medicine

Finished products

Total segment assets

Reportable segment liabilities
Intermediate products

Bulk medicine

Finished products

Total segment liabilities
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2011 2010
HK$'000 HK$'000
6,293,598 4,802,246
2,754,091 2,775,106
1,254,843 1,146,936
10,302,532 8,724,288
1,392,147 958,160
789,892 927,533
104,724 82,746
2,286,763 1,968,439




Measurement

Reportable segment assets exclude the deferrealstset, derivative financial instruments, pledged
bank deposits, bank balances and cash.

Reportable segment liabilities exclude derivativencial instruments, tax payables, borrowings,
deferred tax liabilities, embedded derivative congras of convertible bonds and convertible bonds.

(c) Reconciliation of reportable segment assetdiabdities

Reconciliation segment assets and liabilities acemciled to the assets and total liabilities:

2011 2010
HK$'000 HK$'000
Assets
Reportable segment assets 10,302,532 8,724,288
Unallocated assets:
- Deferred tax asset 24,323 35,659
- Derivative financial instruments - 2,268
- Pledged bank deposits 589,446 381,624
- Bank balances and cash 948,604 464,055
Total assets per consolidated
statement of financial position 11,864,905 9,607,894
Liabilities
Reportable segment liabilities 2,286,763 1,968,439
Unallocated liabilities:
- Derivative financial instruments 1,517 -
- Tax payables 33,837 83,704
- Borrowings 3,336,309 2,350,074
- Deferred tax liabilities 75,841 95,735
Convertible bonds 693,097 -
Embedded derivative components
of convertible bonds 260,920 -
Total liabilities per consolidated
statement of financial position 6,688,284 4,497,952
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(d) Other segment information

For the year ended 31 December 2011

Amounts included in the measure
of segment profit or loss or
segment assets:

Amortisation of prepaid lease payments

Amortisation of intangible assets
Depreciation of
property, plant and equipment
Provision of (reversal of)
allowance for inventories
Loss on disposal of property,
plant and equipment
Additions to prepaid lease payments
during the year
Additions to property,
plant and equipment during the year

For the year ended 31 December 2010

Amounts included in the measure
of segment profit or loss or
segment assets:

Amortisation of prepaid lease payments

Amortisation of intangible assets
Depreciation of
property, plant and equipment
Reversal of allowance for inventories
Gain on disposal of property,
plant and equipment
Additions to prepaid lease payments
during the year
Additions to property,

Intermediate Bulk Finished
products medicine goods Consolidated
HK$'000 HK$'000 HK$'000 HK$'000

1,739 588 370 2,697

- - 1,082 1,082

342,286 56,890 54,284 453,460
30,382 35,881 (941) 65,322

755 453 561 1,769

125 - - 125
868,363 308,361 63,745 1,240,469

Intermediate Bulk Finished

products medicine goods Consolidated
HK$'000 HK$'000 HK$'000 HK$'000
1,753 562 354 2,669

- 2,347 2,347

327,264 47,152 39,694 414,110

- (295) (295)

2 - 2

104 - - 104
535,808 258,192 95,706 889,706

plant and equipment during the year
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(e) Geographical information

The turnover by geographical market, (irrespeabi/#he origin of the goods) based on the location
of the customers and the non-current assets btidooaf assets are presented below:

Turnover from

external customers Non-current assets
2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000

PRC (Country of domicile) 4,397,079 4,544,686 6,133,498 4,776,369

Europe 407,515 437,571 - -
India 971,106 936,256 - -
Hong Kong 66,195 30,873 122,525 129,869
Middle East 75,411 91,922 - -
South America 114,202 90,385 - -
Other Asian regions 330,169 273,921 - -
Other regions 43,362 97,203 - -

6,405,039 6,502,817 6,256,023 4,906,238

Notes:

(1) Analysis on turnover from external customers atteld to individual countries in Europe,
other Asian regions and other regions is not ptedess the cost to develop such necessary
information would be excessive.

(2) Non-current assets excludes deferred taxsasset

(f) Information about major customers

There is no customer who represents more than I@Pe ¢otal sales of the Group.

Other income

2011 2010
HK$'000 HK$'000
Bank interest income 11,637 5,763
Sales of raw materials 34,496 15,232
Subsidy income 40,401 17,720
Sundry income 2,997 1,501
89,531 40,216
Other gains and losses

2011 2010
HK$'000 HK$'000
Net foreign exchange gain 16,572 14,179

Net (loss) gain on disposal of
property, plant and equipment (1,769) 2
Fair value change on derivative financial instrutaen (3,785) 2,268
11,018 16,449
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6. Finance costs

2011 2010

HK$'000 HK$'000

Interest on borrowings wholly repayable within figears 185,930 114,818
Interest on convertible bonds wholly

repayable within five years 13,799 -

199,729 114,818

Less: amounts capitalized in property, plant andpgent (44,980) (23,000)

154,749 91,818

Borrowing costs capitalised during the year arasehe general borrowing pool and are calculated

by applying a capitalisation rate of 6.01% (205®1%) per annum to expenditure on qualifying
assets.

7. Taxation

2011 2010
HK$'000 HK$'000
The charge comprises:
Current tax
Hong Kong Profits Tax 7,854 10,953
PRC enterprise income tax 52,547 159,057
PRC withholding tax 26,127 11,960
Overprovision in prior years
Hong Kong (220) (606)
PRC - (2,734)
86,308 178,630
Deferred tax (7,392) 10,493
78,916 189,123

Hong Kong Profits Tax is calculated at 16.5% @f éstimated assessable profit for both years.

PRC Enterprise Income Taxes are calculated aappécable rates of tax prevailing in the areas in
which the Group operates, based on the existirigléimn, interpretations and practices.

Pursuant to the Income Tax Law Concerning Forgigastment Enterprises and Foreign Enterprises
( (Y oY ME D 2 AT SF72 ) ) and Detailed Rules for the Implementation of lih@ome
Tax Law for Enterprises with Foreign Investment &adeign Enterpriseg ¢} % 7 (£ FIA R 1>
FEFTEFNEEEAIH]) ), both of which came into force on 1 July 1999taie subsidiaries in the
PRC are entitled to exemption from the PRC Enteeprincome Tax for the first two years
commencing from their first profit-making year gievations, after offsetting all unexpired tax I@sse
carried forward from previous years, and thereaftdlr be entitled to a 50% relief from the PRC

Enterprise Income Tax for the following three ye&@sch tax benefit for respective subsidiaries will
expire from 1 January 2010 to 31 December 2012.
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Pursuant to the PRC Enterprise Income Tax lawitardktailed implementation rules promulgated on
16 March 2007 and 6 December 2007 respectivelytifose subsidiaries without preferential tax

rates, the new tax rate for domestic and foreigerprises is unified at 25% and is effective from 1

January 2008 and for those subsidiaries enjoyipgegerential tax rate, the new tax rate is incrdase

progressively from 18% to 25% by 2012 as a reduthe grandfathering provisions. Besides, with

effect from 1 January 2008, if the subsidiariesaaralified as high-technology companies (under the
new PRC Enterprise Income Tax Law), the subsidiavi@l be entitled a rate of 15% and such

qualification have to renew for every three years.

According to a joint circular of Ministry of Finae and State Administration of Taxation, Cai Shui
2008 No.1, dividend distributed out of the profisnerated since 1 January 2008 by the PRC entity
to non-PRC resident shall be subject to PRC Erigerppncome Tax pursuant to Articles 3 and 27 of
the Income Tax Law Concerning Foreign Investmeriefpmises and Foreign Enterprises and Article
91 of the Detailed Rules for the Implementationh& Income Tax Law for Enterprises with Foreign
Investment and Foreign Enterprises. Deferred targehof HK$6,233,000 (2010: HK$50,631,000)
on the undistributed earnings has been chargethgoconsolidated statement of comprehensive
income for the year ended 31 December 2011.

Profit for the year

2011 2010
HK$'000 HK$'000
Profit for the year has been arrived at after cingrfcrediting):
Provision of (reversal of) allowances for invengsri 65,322 (295)
(Reversal of) provision of allowances for doubtlebts, net (8,231) 1,583
Auditor’s remuneration 3,680 3,450
Amortisation of prepaid lease payments 2,697 2,669
Depreciation and amortisation
Depreciation of property, plant and equipment 453,460 414,110
Amortisation of intangible assets
(included in administrative expenses) 1,082 2,347
454,542 416,457
Less: amount included in loss on
temporary production suspension (11,696) -
Less: amount included in research
and development expenditures (6,361) (471)
436,485 415,986
Operating lease payments in respect of rented pemmi 3,020 1,860
Staff costs, including directors’ emoluments
Salaries and other benefits costs 649,057 552,724
Retirement benefit costs 55,813 41,723
704,870 594,447
Less: amount included in research
and development expenditures (7,856) (4,772)
697,014 589,675
Loss on temporary production suspension
due to break down of machineries
(included in other expenses) 22,588 1,510
Research and development expenditures
(included in other expenses) 74,217 52,372

Note: During the year, allowances for certainhaf intermediate products and bulk medicine have
been made based on assessments of their neabdaNslues.
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10.

11.

Dividend

2011 2010
HK$'000 HK$'000
Final dividend paid for 2010 of HK18 cents
(2009: HK19 cents) per share 234,270 237,500
Interim dividend paid for 2011 of
HK3 cents (2010: HK12 cents) 39,045 150,000
273,315 387,500

The Board does not recommend payment of final divitifor the year ended 31 December 2011
(2010:HK18 cents).

Earnings per share

The calculation of the basic and diluted earnirgsghare attributable to the owners of the Comjmany
based on the following data:

Earnings

Earnings for the purposes of basic earnings peesha
being profit for the year
attributable to owners of the Company

Effect of dilutive potential ordinary shares:
Interest on convertible bonds

Gain on fair value change of
derivative components of convertible bonds

Earnings for the purposes of dilutive earningsgbere

Number of shares

Weighted average number of ordinary shares
for the purposes of basic earnings per share

Effect of dilutive potential ordinary shares:
Convertible bonds

Weighted average number of ordinary shares
for the purpose of diluted earning per share

Movements in property, plant and equipment

During the year, the Group spent approximately HE$0,469,000 (2010: HK$889,706,000) on the
acquisition of factory premises and manufacturingnp in order to upgrade its manufacturing

capabilities.
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2011 2010
HK$'000 HK$'000
104,273 974,157
13,799 -
(5,276) -
112,796 974,157
2011 2010
000 000
1,301,500 1,246,144
17,734 -
1,319,234 1,246,144




12, Trade and bills receivables, deposits and prepaymés

2011 2010

HK$'000 HK$'000

Trade and bills receivables 2,051,064 2,287,506
Other receivables, deposits and prepayments 472,577 304,738
Less : allowance for doubtful receivables (17,788) (24,981)
2,505,853 2,567,263

The Group normally allows a credit period of 30201days to its trade customers, and may be
extended to selected customers depending on theie volume and settlement with the Group. The
bills receivables have a maturity period of betwg@n 180 days.

The following is an analysis of trade and billse®wables by age, presented based on the invoieg dat
and net of allowance for doubtful receivable atehd of the reporting period:

2011 2010
HK$'000 HK$'000

Trade receivables
0 to 30 days 527,689 638,200
31 to 60 days 247,935 345,011
61 to 90 days 90,433 69,956
91 to 120 days 122,432 9,113
121 to 180 days 76,311 7
Over 180 days 4,432 1,581
1,069,232 1,063,868

Bills receivables

0 to 30 days 115,130 119,024
31 to 60 days 124,258 208,601
61 to 90 days 126,332 179,965
91 to 120 days 248,146 250,037
121 to 180 days 348,513 440,427
Over 180 days 14,960 603
977,339 1,198,657
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13.

14.

Trade and bills payables and accrued charges

The Group normally receives credit terms of up20 tlays and 180 days of trade payables and bills
payables, respectively, from its suppliers. Théofeing is an analysis of the trade and bills pagabl
by age, presented based on the invoice date anthef the reporting period:

2011 2010
HK$'000 HK$'000
Trade payables
0 to 90 days 813,629 750,506
91 to 180 days 467,615 242,167
Over 180 days 22,070 4,436
1,303,314 997,109
Bills payables
0 to 90 days 108,261 301,815
91 to 180 days 157,859 235,360
266,120 537,175
Other payables and accruals 297,389 316,015
Payables in respect of the acquisition
of property, plant and equipment 419,940 118,140
2,286,763 1,968,439

Included in the trade payables and other payadtbese are HK$362,724,000 and HK$55,058,000
(2010: HK$498,642,000 and HK$31,223,000) respelstitieat has been paid by endorsed bills for
which the maturity date has not yet fallen duetabeend of the reporting period.

Included in the Group's other payables and acsrasd other payables with a carrying amount of
HK$1,759,000 (2010: HK$1,212,000) which are denatgd in Euro, being a foreign currency of
the respective group entities.

Convertible bonds

On 14 November 2011, the Company issued RMB dematendl US$ settled 7.5% convertible bonds
with the aggregate principal amount of RMB790,000,Qvith initial conversion price of HK$7.2
(subject to adjustments) per share at a fixed exghaate of HK$1.00 to RMB0.8137 (the "Bonds").
The Bonds will be settled in a fixed amount of thRMB principal amount and paid in US$
equivalent translated at the spot rate at theegadtht date, together with accrued but unpaid istere

The Bonds bears interest from (and including) ifsued date at the rate of 7.5% per annum
calculated by reference to the principal amountetieand payable semiannually in arrear on 14
November and 14 May of each year, commencing viaghfirst interest payment date falling on 14
May 2012. The Bonds will mature on 14 November 2@t& “Maturity Date”) and shall be
redeemed by the Company at par on the Maturity.Date

Conversion at the option of the bondholder mayuoet any time between 25 December 2011 and 7
December 2016. The Company will, at the optionhef hondholder, redeem all or some only of the
Bonds after 14 November 2013 at an amount equalficced amount of their RMB principal amount
and paid in US$ equivalent translated at the stetat the settlement date, together with accruéd b
unpaid interest.
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The Company may at any time after 14 November 28ti@em all, but not some only, of the Bonds
for the time being outstanding at a fixed amourthefr RMB principal amount at the settlement date
and paid in US$ equivalent, together with inteeestrued to the date fixed for redemption, provided
that the closing price of the shares of the Comp@agslated into RMB at the prevailing rate
applicable to the relevant trading day, for 20 @80 consecutive trading days prior to the datenup
which notice of such redemption is published wasadt 140% of the conversion price then in effect,
translated into RMB at the fixed rate of HK$1.061K$0.8137.

The Company may at any time redeem all, but notesonly, of the Bonds being outstanding at a
redemption price equal to a fixed amount of theBRprincipal amount and paid in US$ equivalent

translated at spot rate at the settlement datetheg with accrued but unpaid interest to the date
fixed for redemption, if prior to the date of naiat least 90% in principal amount of the bonds
originally issued has already been converted, reddeor purchased and cancelled.

The Bonds contain liability component, conversigotian derivative and early redemption option

derivatives. The conversion option derivative i$ dosely related to the liability component and is

classified as derivative because the conversiohbeilsettled other than by the exchange of a fixed
amount of cash or another financial assets forxadfinumber of the Company’'s own equity

instruments and that gives the Company the choiee bow it is settled. The Company’s and the

holder’s early redemption option derivatives aré closely related to the host contract as the early
redemption amount is not closed to the amortised ob the liability on each exercise date. The

conversion option derivative, the Company and tbkldr early redemption option derivatives are

measured at fair value with change in fair valwegaized in profit or loss.

Transaction costs that relate to the issue of theveartible bonds are allocated to the liability,
conversion option and early redemption option conemds in proportion to their relative fair values.
Transaction costs amounting to approximately HK880,000 relating to the conversion option and
redemption option derivative is charged to profitass immediately and included in other expenses.
Transaction costs amounting to approximately HK$28,000 relating to the liability component are
included in the carting amount of the liability pon and amortise over the period of the convestibl
bonds using the effective interest method.

The fair value of the Bonds with embedded deriesti were determined by the directors with
reference to a valuation report carried out by ratependent and recognised international business
valuer on 14 November 2011 and 31 December 201&. riibvement of liability component and
embedded derivatives of the Bonds for the yeagti®gt as below:

Liability Embedded

component derivatives
HK$'000 HK$'000
At 1 January - -
Issue of convertible bonds 705,334 265,107
Expenses on issue of
convertible bonds (28,910) -
Interest charged 13,799 -
Exchange realignment 2,874 1,089
Gain arising on changes of fair value - (5,276)
At 31 December 693,097 260,920
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At 14 November 2011 and 31 December 2011, the vViaiues of the embedded derivatives are
calculated using the Binominal Model. Details loé tvariables and assumptions of the model are as

follows:
31 December 2011 14 November 2011

Share price of the Company HK$4.47 HK$4.95
Exercise price HK$7.20 HK$7.20
Remaining life

Risk-free rate 3.371% 3.199%
Expected volatility 48.30% 46.72%
Expected dividend yield 4.83% 4.33%

Expected volatility was determined by using thstdncal volatility of the Company’s share price
before the grant date for previous three years.

The effective interest rate of the liability conmgmt on initial recognition is 15.8% per annum.

15. Share capital

Number of shares Amount
‘000 HK$'000
Ordinary shares of HK$0.01 each:
Authorised:
At 1 January 2010, 31 December 2010 and
31 December 2011 3,800,000 38,000
Issued and fully paid:
At 1 January 2010 1,200,000 12,000
Issue of shares 101,500 1,015
At 31 December 2010 and 31 December 2011 1,301,500 13,015

Pursuant to the Placing and Subscription Agreememtisred into between the Company, its parent
company and the placing agent dated 29 April 20k 5 September 2010, the parent company of
the Company agreed to sell 100,000,000 shares BB@®GO00 shares respectively in the Company
by placing to independent placees. At the same, tie parent company of the Company agreed to
subscribe 50,000,000 new ordinary shares of HK$®@a&h in the Company at HK$8.50 and
51,500,000 new ordinary shares of HK$0.01 eachenGompany at HK$15.22 respectivelyie net
proceeds to be received by the Company from thscsigtions amounting to approximately HK$416
million and HK$775 million respectively will be ajppd for the expansion of the Group's existing
production facilities and other capital expenditurBetails of the placings and subscriptions ate se
out in the Company's announcements dated 29 AptiD2nd 15 September 2010 respectively.

16. Capital commitments

At 31 December 2011, the Group had commitmentscépital expenditure of HK$1,182,746,000
(2010: HK$333,584,000) in respect of the acquisitid plant and equipment contracted for but not
provided in the consolidated financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS
Business Review and Financial Results

For the year ended 31 December 2011, the Group'®var was approximately HK$6,405.0 million, a
decrease of 1.5% as compared to last year. Thet @attfibutable to shareholders was approximately
HK$104.3 million, representing a decrease of 89&%compared to last year. The decrease was mainly
due to (i) restricted use of antibiotics medicirsasl the price reduction policies on finished praguc
launched by the government, (i) a continued drnophie average selling prices of bulk medicine and
intermediate products, (iii) write-down of inveryoat year end and (iv) an increase in finance casta
result of a rise in bank borrowing rates in 201id &ncrease in loans and interest accrued on toep3
convertible bonds issued in November 2011. Segrhdntaover (including inter-segment sales) of
intermediate products, bulk medicine and finishemtipcts decreased 0.8%, 1.6% and 0.1% respectsgely
compared with last year. Segmental profit of intedmte products, bulk medicine products and firdshe
products decreased by 83.9%, 94.8% and 33.5% tasglg@s compared with last year.

Reviewing 2011, with the problem of the Europeabtdwisis intensifying in the second half year, the
global financial market was in great turmoil andmamies within the US were yet to be recovered from
the financial crisis, leading to further declinetive demand for all products from the US and Ewiope
markets. Moreover, the Chinese financial institogiccontinued to adopt macroeconomic regulation and
control measures which resulted in an internal enoa contraction in China. Under such double blow,
China’s enterprises were in face of severe chadlengihe Group, given its solid base and the adomtio
effective contingency measures, was capable ofikgepold on its leading position in the China and
global markets for continuous growth, albeit a sami$al decrease in results over the previous yEae.
Group’s operating conditions during the year amarsed up in the following points:

Decline in intermediate and bulk medicine produatgs

Given the State’s introduction of restrictions ontimicrobial agents and price cuts for finisheddurcts,
prices of intermediate and bulk medicine producigtioued to decline in the second half year. Duthmey
year, the Inner Mongolia plant of the Group wadyfydut into production, increasing the production
capacity for intermediate and bulk medicine prodwntd, coupled with the effective marketing stragg
taken by the Group’s sales team, further improtirggsales of intermediate and bulk medicine pradatt
the Group and accordingly offsetting the adverspaich as a result of price cuts. Therefore, the Grou
recorded only a modest decrease in the segmemntalvier of intermediate products and bulk medicige a
compared to last year.

Decrease in gross profit of intermediate and butklitine products

During the year, raw material prices and staff rgedacontinued to rise and hover at high levelscke
increasing operating costs and, in addition to dbetinuous decline in intermediate and bulk medicin
products in the second half year, resulting in deerease in the overall gross profit of the Groap a
compared to both the first half year and the previgear and exerting pressure on the Group’s segurit
the second half year.

Increase in finance costs

In the second half of the year, China’s financiastitutions continued to introduce macroeconomic
regulation and control measures and tightened theise strings. As a result, the overall borrowamgl
lending interest rates of Chinese banks stayedbhtlbvels and continued to rise through the sedwif]
which increased the finance costs of the Group. Gheup issued 7.5% RMB-denominated USD-settled
convertible bonds with a principal amount of RMB8ID,000 due in 2016 on 14 November 2011 with the
aim of relieving, stabilizing and reducing the fica costs of the Group, hence improving the flowhef
Group’s working capital. Please refer to the Comyfmpublic announcement published on 14 November
2011 for details regarding the convertible bonds.

Growth in export sales of intermediate and bulk itieé products

During the year, the Group developed the internationarket and established offices in areas likezBr
India, Dubai, Indonesia and Germany’'s Hamburg,hferrtexpanding the overseas market share of the
Group’s intermediate and bulk medicine productsianckasing the export turnover for the year.
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Rollout of recombinant human insulin products

The Group’s recombinant human insulin products veéfieially launched in the market during the year.
Given that our products had completely the sameasly as that of the imported ones and that theepri
were competitive, the Group was successful in abtgiorders and securing market shares starting fro
the year and the bidding at provincial and regidmapitals, which was gradually expanded, was shipot
done during the year.

Liquidity and Financial Resources

As at 31 December 2011, the Group had pledged dapksits, cash and bank balances amounted to
HK$1,538.1 million (2010: HK$845.7 million).

As at 31 December 2011, the Group had interesifzpsank borrowings of approximately HK$3,336.3
million (2010: HK$2,350.1 million), which were demiated in Hong Kong dollars and Reminbi with
maturity within five years. Bank borrowings of appimately HK$1,505.1 million are fixed rate loans
while the remaining balance of approximately HKRIL2 million is at floating rate. The Directors exp
that all such bank borrowings will either be repaiyl internally generated funds or rolled over upon
maturity and will continue to provide funding teetBroup’s operations.

As at 31 December 2011, the Group had pledgedtleing assets to banks as securities againstibgnk
facilities granted to the Group:

2011 2010

HK$'000 HK$'000

Property, plant and equipment 847,099 1,373,311
Prepaid lease payments 65,227 111,111
Bills receivables 118,663 230,576
Pledged bank deposits 589,446 381,624
1,620,435 2,096,622

As at 31 December 2011, current assets of the Gapopunted to approximately HK$5,584.6 million
(2010: HK$4,666.0 million). The Group’s currentioalvas approximately 1.03 as at 31 December 2Gi1, a
compared with 1.06 as at 31 December 2010. As db&dember 2011, the Group had total assets of
approximately HK$11,864.9 million (2010: HK$9,607million) and total liabilities of approximately
HK$6,688.3 million (2010: HK$4,498.0 million), regsenting a net gearing ratio (calculated as total
borrowings and convertible bonds less pledged despasd cash and bank balances to total equity) of
53.2% as at 31 December 2011, as compared witB@8sat 31 December 2010.

Currency Exchange Exposures

The Group’s purchases and sales are mainly dentedina Renminbi, United States dollars and Hong
Kong dollars. The operating expenses of the Gragmainly in Renminbi and Hong Kong dollars. The
Group’s treasury policy is in place to monitor amdnage its exposure to fluctuation in intereststate
Besides, the Group will conduct periodic reviewitsf exposure to foreign exchange risk and may use
financial instrument for hedging purpose when ctei®d appropriate.

Contingent Liabilities

As at 31 December 2010 and 2011, the Group hadaterial contingent liabilities.
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Outlook for 2012

Looking into 2012, we expect that the European dabis will stay unresolved this year, hence weakg
the overall global market and economy, and the di®ffinancial and capital markets will remain friagi
and affect China’s export performance. The Growpitstanding management will tackle the difficulties
ahead with a cautiously optimistic attitude to eaghe continuous growth of the Group. We will ¢goné

to develop our businesses on the belief that tisemkvays an opportunity in a crisis.

Price trend for intermediate, bulk medicine andsfied products

The Group expects that China’s pharmaceutical nhavkkecontinue to be influenced by national poési
and national regulatory authorities may re-launestrictions on antimicrobial agents and price dats
finished products, hence product prices will camtinio decline. However, on the other hand, theonati
environmental protection requirements toward thaglpction of pharmaceutical manufacturing entergrise
will gradually increase, as a result of which mai@mestic enterprises engaged in the production of
intermediate and bulk medicine products may beefbrio terminate production, hence creating a supply
crunch which may provide certain support to intettimge and bulk medicine product prices. Also, thiegp
level of intermediate and bulk medicine products air the lowest by the end of year 2011, thus ngakin
most companies in a loss position. Therefore, theu expects that there will be improvement in the
intermediate and bulk medicine product prices gdamgard.

The Group’s finished products enjoy considerableutation in the China market and major medical
institutions and the public have a certain degffemnfidence in the products of the Group. Therfaur
products have a stable market share in China ale$ ssie guaranteed to a certain extent. After the
implementation of price-cutting measures on fingspeoducts by the national regulatory authoritigero
the past few years, the Group expects that theneasfeprice cuts in 2012 will be milder than in thast
and, given that most of the Group’s best-sellingdpcts are individual pricing, the turnover of
pharmaceutical products will be relatively stable.

Bringing low-cost advantages into play

The vertically-integrated production model of theo@® and the operation of the production base mein
Mongolia have become mature and complete by fugheancing our production capacity in intermediate
products, leading to further decline in the Groyg’esduction cost. Despite the continuously hovering
material prices, leading production technology énly adopted by the Group to increase efficienay an
production capacity, which brought about the desweia production cost, offsetting part of the adeer
impact as a result of the rising raw material @jdegence more advantageous relative to peers. ToepG

is committed to reduce its production cost in otderope with the fluctuation in prices of interrisd and
bulk medicine products, which helps the Group toticme capturing market share from competitors.
While the Group will confront a difficult businessvironment due to lower product prices in the shar,

the low-cost strategy helps the Group to furthel@k the price advantages of its products in trerkat
and, in the long run, other competitors will ledte market given that no more profits can be reaped
hence making way for the Group’s further dominatbthe market.

Developing the international market of intermeditel bulk medicine products

The Group has established regional offices in atmtand areas, like Brazil, India and Dubai, as it
stepping stones to enter the global market. Theugswill strengthen the sales function of its ovasse
offices, making room for further growth in the Gpdl results and diversifying regional sales risks,
bringing growth drivers to the Group.

Developing new products and expanding the salescgimbinant human insulin products

The Group will continue to bring its cutting edgeR&D into play to develop products of high margimd
demand. There are currently 37 types of new predoeing developed, of which 11 are applying foepat
registration and 8 of them was approved for themategistration. With the recombinant human inmsuli
products remaining a key product of the Group,@neup will seize the momentum of the fast-growing
demand for human insulin by investing substangaburces in order to capture greater market shaee.
Group’s new insulin products have attained reldfitégh international recognition in terms of quland
production technology and the Group will develogmeas market to expand revenue sources.
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Diversifying financing channels

The Group expects that the Chinese financial intgtits will continue to implement macroeconomic
regulation and control and the funding needs fqpitah expenditure in Inner Mongolia’s plant for
enhancing its production capacity, thus the coftamk borrowings will stay at high levels. The Quawill,
depending on the market conditions, consider rgigimds by different financing channels to optimikze
Group’s capital base so as to control overall fagacosts.

Employees and Remuneration

As at 31 December 2011, the Group had approximdi@y00 (2010: 10,500) employees in Hong Kong
and the PRC. The employees are remunerated wiih bakry, bonus and other benefits in kind with
reference to industry practice and their individpatformance. The Group also operates a sharenoptio
scheme of which the Directors may, at its discretgrant options to employees of the Group. Noaopti
has been granted since the adoption of the shéimn@geheme.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES O F THE COMPANY

Neither the Company, nor any of its subsidiariesased, sold or redeemed any of the listed sesiof
the Company during the year ended 31 December 2011.

DIVIDEND
During the year, the Company declared an interimddnd of HK3 cents (2010: HK12 cents) per share

and paid to the shareholders of the Company ine8dpr 2011. The Board does not recommend payment
of final dividend for the year ended 31 Decembetr2(2010: HK18 cents).

CORPORATE GOVERNANCE

The Company is committed to a high standard of @@te governance in the interest of its sharehslder
Except for part of the following deviations, the Mgany has adopted and complied with the code
provisions as set out in the Code on Corporate fhaviee Practices as stated in Appendix 14 to tsengi

Rules for the year ended 31 December 2011, exoefté deviation as below.

Code Provision B.1.3

Code provisions B.1.3 of the Code of Corporate Guwece Practices stipulate that the terms of retere
of the Remuneration Committee should include, amidmum, those specific duties as set out in the
respective code previsions.

The terms of reference of the Remuneration Comeniidopted by the Company are in compliance with
the code provision B.1.3, except that the RemuimmgraCommittee should determine and make
recommendations to the Board on the remuneratiokgggs of the executive directors only and notaseni
management (as opposed to executive directorseamorsnanagement under the code provision).

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as sendppendix 10 to the Listing Rules as its code of
conduct for dealings in securities of the Compagythe Directors. Following a specific enquiry, all
directors confirmed that they have complied witke ttequired standards set out in the Model Code
throughout the year covered by this announcement.

AUDIT COMMITTEE REVIEW

The Audit Committee comprises of three independentexecutive directors, namely Messrs. Chong Peng
Oon, Huang Bao Guang and Song Ming. The Audit Cdtemhas reviewed and discussed matters relating
to internal controls and financial statement, idohg a review of the audited financial statememttfe
year ended 31 December 2011.
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BOARD OF DIRECTORS

As at the date of this announcement, the Board oseg (1) Mr. Choy Kam Lok, Ms. Peng Wei, Mr.
Leung Wing Hon, Mr. Tsoi Hoi Shan, Ms. Zou Xian HprMs. Zhu Su Yan and Mr. Fang Yu Ping as
executive directors; (2) Ms. Choy Siu Chit as a-egacutive director; and (3) Mr. Chong Peng Oon, Mr
Huang Bao Guang and Mr. Song Ming as independenerecutive directors.

On behalf of the Board
Choy Kam Lok
Chairman

Hong Kong, 27 March 2012
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