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of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents delivered to the Registrar of Companies and available for inspection —
Documents delivered to the Registrar of Companies in Hong Kong” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by
section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar
of Companies in Hong Kong take no responsibility for the contents of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be fixed by agreement among the Sole Global Coordinator (for itself and on behalf of the other Underwriters) and our Company on the Price Determination
Date. The Price Determination Date is expected to be on or around Friday, 31 October 2014 and, in any event, not later than Tuesday, 4 November 2014.

If, for any reason, the Offer Price is not agreed between our Company and the Sole Global Coordinator (for itself and on behalf of the other Underwriters) on or before the Price
Determination Date, the Global Offering will not proceed. The Offer Price will be not more than HK$3.12 per Offer Share and is currently expected to be not less than HK$2.29 per Offer
Share unless otherwise announced. Investors applying for Hong Kong Offer Shares must pay, on application, the maximum Offer Price of HK$3.12 for each Offer Share together with
brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%.

The Sole Global Coordinator, for itself and on behalf of the other Underwriters, may, with the consent of our Company, reduce the indicative Offer Price range and/or the number of Offer
Shares below that stated in this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offer. In such a case, announcement
of the reduction in the number of Offer Shares and/or the indicative Offer Price range will be published on our Company’s website at www.austar.com.hk and the website of the Stock
Exchange at www.hkexnews.hk not later than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offer.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in the section
headed “Risk factors”.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the Offer Shares, are
subject to termination by the Sole Global Coordinator (for itself and on behalf of the other Hong Kong Underwriters) if certain circumstances or grounds arise prior to 8:00 a.m. on the
day that trading in the Shares is expected to commence on the Stock Exchange. Such circumstances are set out in the section headed “Underwriting — Underwriting arrangements and
expenses — Hong Kong Public Offer — Hong Kong Underwriting Agreement — Grounds for termination” in this prospectus. It is important that you read that section carefully before making
any investment.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States, and may not be offered, sold, pledged
or otherwise transferred except pursuant to an exemption from, or a transaction not subject to, the registration requirements of the U.S. Securities Act and in accordance with
any applicable state securities laws in the United States. The Offer Shares are being offered and sold only outside of the United States in offshore transactions in reliance on
Regulation S.

No information on any website forms part of this prospectus.
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EXPECTED TIMETABLE

We will issue an announcement in Hong Kong to be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese), and on our

website at www.austar.com.hk and the website of the Stock Exchange at www.hkexnews.hk

if there is any change in the following expected timetable of the Global Offering.

Latest time to complete electronic applications
under the HK eIPO White Form service through
the designated website at www.hkeipo.hk™ .. .. ... ... .. .. .. .. .. ... .. 11:30 a.m. on
Friday, 31 October 2014

Application lists open™® . ... ... ... 11:45 a.m. on
Friday, 31 October 2014

Latest time to lodge WHITE and YELLOW
Application Forms and to give electronic
application instructions to HKSCC® . ... ... ... ... .. ... .. ...... 12:00 noon on
Friday, 31 October 2014

Latest time to complete payment of
HK eIPO White Form applications
by effecting internet banking transfer(s)
or PPS payment transfer(s) .......... ... . ... 12:00 noon on
Friday, 31 October 2014
Application lists close™® .. ... .. ... ... 12:00 noon on
Friday, 31 October 2014

Expected Price Determination Date®™ .. .. ... ................ Friday, 31 October 2014

Announcement of the final Offer Price, the indication of level of
interest in the International Placing, the results of allocations
in the Hong Kong Public Offer and the basis of allotment of
the Hong Kong Offer Shares to be published
(a) in the South China Morning Post (in English) and
the Hong Kong Economic Times (in Chinese);

(b) on our website at www.austar.com.hk;

and (c) on the website of the Stock Exchange
at www.hkexnews.hk on or before.. ... ................ Thursday, 6 November 2014




EXPECTED TIMETABLE

Results of applications and Hong Kong identity card/

passport/Hong Kong business registration numbers

of
to

successful applicants under the Hong Kong Public Offer
be available under a variety of channels as described in

the section headed “How to apply for the Hong Kong

Offer Shares — 11. Publication of results” in this prospectus

including the website of our Company

at www.austar.com.hk and the website

of

the Stock Exchange at www.hkexnews.hk from ........ Thursday, 6 November 2014

Results of allocations in the Hong Kong Public Offer

will be available at www.tricor.com.hk/ipo/result

with a “search by ID Number/Business

Registration Number” function . ...................... Thursday, 6 November 2014

Despatch of share certificates of the Offer Shares

or

deposit of share certificates of the Offer Shares

into CCASS in respect of wholly or partially

successful applications pursuant to the
Hong Kong Public Offer on or before® ................ Thursday, 6 November 2014

Despatch of HK eIPO White Form e-Auto Refund
payment instructions/refund cheques in respect of

wholly or partially unsuccessful applications if the

fin

al Offer Price is less than the price payable on

application (if applicable) pursuant to the
Hong Kong Public Offer on or before® ................ Thursday, 6 November 2014

Dealings in the Shares on the Stock Exchange

expected to commence at 9:00 am. on.................... Friday, 7 November 2014

Notes:

All times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the Global
Offering, including its conditions, are set out in the section headed “Structure and conditions of the Global
Offering” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any
time between 9:00 a.m. and 12:00 noon on Friday, 31 October 2014, the application lists will not open and
close on that day. Further information is set out in the section headed “How to apply for the Hong Kong Offer
Shares — 10. Effect of bad weather on the opening of the application lists” in this prospectus.

Applicants who apply by giving electronic application instructions to HKSCC should refer to the section
headed “How to apply for the Hong Kong Offer Shares — 5. Applying through HK eIPO White Form Service”
in this prospectus.

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after
11:30 a.m. on the last day for submitting applications. If you have already submitted your application and
obtained a payment reference number from the designated website prior to 11:30 a.m., you will be permitted
to continue the application process (by completing payment of application money) until 12:00 noon on the last
day for submitting applications, when the application lists close.
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EXPECTED TIMETABLE

5. The Price Determination Date is expected to be on or around Friday, 31 October 2014, and in any event not
later than Tuesday, 4 November 2014. If, for any reason, the Offer Price is not agreed by our Company and
the Sole Global Coordinator (for itself and on behalf of the Underwriters), at or before 12:00 noon on Tuesday,
4 November 2014, the Global Offering will not proceed and will lapse.

6. Applicants who apply on WHITE Application Forms or through HK eIPO White Form service for 1,000,000
Shares or more under the Hong Kong Public Offer and have provided all information required by the
Application Form may collect refund cheques and (where applicable) share certificates in person from the
Hong Kong Branch Share Registrar of our Company, Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Thursday, 6 November 2014.
Identification and (where applicable) authorisation documents acceptable to the Hong Kong Branch Share
Registrar of our Company must be produced at the time of collection.

7. None of the websites or any of the information contained on any websites forms part of this prospectus.

8. Share certificates will only become valid at 8:00 a.m. on Friday, 7 November 2014 provided that the Global
Offering has become unconditional and the right of termination described in the section headed “Underwriting
— Underwriting Arrangements and Expenses — Hong Kong Public Offer — Hong Kong Underwriting Agreement
— Grounds for Termination” in this prospectus has not been exercised investors who trade Shares prior to the
receipt of share certificates or share certificates becoming valid do so at their own risk.

Applicants who apply on YELLOW Application Forms for 1,000,000 Shares or more
under the Hong Kong Public Offer and have provided all information required by the
Application Form may collect their refund cheques (if any) but may not elect to collect their
share certificates, which will be deposited into CCASS for credit to their designated CCASS
Participant stock accounts or CCASS Investor Participant stock accounts, as appropriate. The
procedures for collection of refund cheques for applicants who apply on YELLOW
Application Forms for Shares is the same as that for applicants who apply on WHITE

Application Forms.

Applicants who apply for Hong Kong Offer Shares by giving electronic application
instructions to HKSCC via CCASS should refer to the section headed “How to apply for the
Hong Kong Offer Shares” in this prospectus for details.

If an applicant has applied for less than 1,000,000 Hong Kong Offer Shares, the share
certificate (where applicable) and/or refund cheque will be despatched by ordinary post (at the

applicant’s own risk) to the address specified on the Application Form.

Uncollected share certificates (where applicable) and refund cheques will be despatched
by ordinary post (at the applicants’ own risk) to the addresses specified in the relevant
Application Forms. Further information is set out in the section headed “How to apply for the
Hong Kong Offer Shares — 14. Despatch/collection of share certificates and refund monies” in
this prospectus.
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EXPECTED TIMETABLE

Refund cheques will be issued in respect of wholly or partially unsuccessful applications
and in respect of successful applications if the Offer Price as finally determined is less than the
initial Offer Price payable on application. Part of your Hong Kong identity card
number/passport number, or, if you are joint applicants, part of the Hong Kong identity card
number/passport number of the first-named applicant provided by you may be printed on your
refund cheque, if any. Such data may also be transferred to a third party for refund purposes.
Your banker may require verification of your Hong Kong identity card number/passport
number before encashment of your refund cheque, if any. Inaccurate completion of your Hong
Kong identity card number/passport number may lead to a delay in encashment of, or may
invalidate, your refund cheque, if any.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly
or partially unsuccessful applications pursuant to the Hong Kong Public Offer and also in
respect of wholly successful applications if the final Offer Price is less than the price payable
on application. If you apply through the HK eIPO White Form service by paying the
application monies through a single bank account, you may have e-Auto Refund payment
instructions (if any) despatched to your application payment bank account. If you apply
through the HK eIPO White Form service by paying the application monies through multiple
bank accounts, you may have refund cheque(s) sent to the address specified in your application
instructions to the designated HK eIPO White Form Service Provider by ordinary post and at
your own risk. All refunds will be paid by a cheque crossed “Account Payee Only” made out
to you, or if you are joint applicants, to the first-named applicant on your Application Form.
Part of your Hong Kong identity card number/passport number or if you are joint applicants,
part of the Hong Kong identity card number/passport number of the first-named applicant,
provided by you may be printed on your refund cheque, if any. Such data would also be
transferred to a third party for refund purpose. Your banker may require verification of your
Hong Kong identity card number/passport number before encashment of your refund cheque.
Inaccurate completion of your Hong Kong identity card number/passport number may lead to

delay in encashment of or may invalidate your refund cheque.

You should refer to the sections headed “Structure and conditions of the Global
Offering” and “How to apply for the Hong Kong Offer Shares” in this prospectus for
details of the structure of the Global Offering, including the conditions of the Global
Offering, and the procedures for application for the Hong Kong Offer Shares.
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This prospectus is issued by Austar Lifesciences Limited solely in connection with
the Hong Kong Public Offer and the Hong Kong Offer Shares and does not constitute an
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Offer Shares. This prospectus may not be used for the purpose of and does not constitute,
an offer to sell or a solicitation of an offer to buy in other jurisdiction or in any other
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or the distribution of this prospectus in any jurisdiction other than Hong Kong. The
distribution of this prospectus and the offering of the Offer Shares in other jurisdictions
are subject to restrictions and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorisation by the

relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this prospectus and the

Application Forms to make your investment decision.

We have not authorised anyone to provide you with information that is different from

what is contained in this prospectus.

Any information or representation not included in this prospectus must not be relied
on by you as having been authorised by us, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers, the Sole Sponsor, any of the Underwriters, any
of our or their respective directors, officers, representatives or advisers or any other
persons or parties involved in the Global Offering.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all of the information which may be
important to you. You should read this prospectus in its entirety before you decide to
invest in the Offer Shares. There are risks associated with any investment. Some of the
particular risks in investing in the Shares are summarised in the section headed “Risk
factors” in this prospectus. You should read that section carefully before you decide to
invest in the Offer Shares. Various expressions used in this section are defined or
explained in the sections headed “Definitions” and “Glossary of technical terms” of this
prospectus.

OVERVIEW

We are a leading provider of integrated engineering solutions with high-end” and
comprehensive services and products to reputable pharmaceutical manufacturers and research
institutes in the PRC and also a provider of those services and products to customers in
emerging countries. Our customers include pharmaceutical companies such as Lijun Group
Companies, Hisun Pharmaceutical, Chengdu Institute of Biological Products, Hualan
Biological, Shanghai Institute of Biological Products, GlaxoSmithKline Biologicals and
Beijing Fresenius Kabi; of which each of Lijun Group Companies and Hisun Pharmaceutical
was one of our top five customers during the Track Record Period. We offer high-end
integrated engineering solutions for our customers to set up production facilities and also build
up a clean environment which are both critical for pharmaceutical production. Our solutions
cover Liquid and Bioprocess System, Clean Room and Automation Control and Monitoring
System, Powder and Solid System and GMP Compliance Service to assist our customers in key
phases of pharmaceutical product lifecycle from research, development, pilot plant,
commercial production to product launch. We, together with our joint ventures, also engage in
the manufacture, sale and distribution of various types of high-end pharmaceutical equipment
and life science consumables.

Our value-added integrated engineering solutions are tailor-made for our customers to
build part of their production facilities. We assist our customers on system construction,
utilising hardware and software engineering and techniques, including advice on system
design, choice of equipment, production process flow, application of production techniques and
validation documentation. Our solutions comprise our provision of equipment, parts and advice
on application techniques which are aimed to enhance efficiency and effectiveness of
production process of our customers.

As one of the earliest players in the PRC pharmaceutical equipment, process system and
service market, we are well experienced with strong research and development capabilities and
recognised brand awareness, professional expertise and dedicated management. Over the years,
we have established long term business relationships with key customers by offering our
diversified product portfolio and service offering. We pride ourselves in having obtained
recognised accreditations and reputable ranking in the pharmaceutical equipment, process

Note:

(1) As per the definition in the Frost & Sullivan Report, the high-end market of China’s pharmaceutical equipment,
process system and service market is formed by players that are qualified to provide pharmaceutical
equipment, process system, and service to multinational pharmaceutical manufacturers, domestic large-sized
pharmaceutical manufacturers, and pharmaceutical manufacturers involved in sterile active pharmaceutical
ingredients, dosage, and sterile biological medicine (such as vaccine, protein medicine, monoclonal antibody
medicine). In addition, all medicines manufactured by the above pharmaceutical manufacturers must meet
standards of U.S. FDA, EMA, or WHO.
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SUMMARY

system and service market within our history of operations. According to the Frost & Sullivan
Report, the pharmaceutical equipment, process system and service market is fragmented, and
our ranking and market share in 2013 in terms of revenue in the PRC high-end market and the
PRC total market in each of our business segments is summarised below:

Ranking in
the PRC in High-end Total market
2013 in market share share in the
terms of in the PRC PRC in 2013
Business segment revenue in 2013 (%) (%)

Liquid and Bioprocess System 1 11.7 2.9
Clean Room and Automation

Control and Monitoring System 1 4.2 0.9
Powder and Solid System 3 3.1 0.6
GMP Compliance Service 2 6.4 1.4
Life Science Consumables 1 4.5 1.1
Distribution and Agency of

Pharmaceutical Equipment 7 0.6 0.6

Through our joint venture arrangements with STERIS and PALL, which are well-
established companies in the life science industry, we were able to leverage on the different
pharmaceutical manufacturing equipment developed and/or manufactured by STERIS and
STERIS-AUSTAR WFOE and the life science consumables developed and/or manufactured by
PALL and PALL-AUSTAR WFOE respectively, by integrating such products into our
integrated engineering solutions and offering a variety of quality products in our product
portfolio to our customers on a complementary basis with our joint venture partners. The share
of profit from PALL-AUSTAR JV was approximately RMBO0.8 million for the year ended 31
December 2013 and approximately RMBO0.7 million for the six months ended 30 June 2014,
and that from STERIS-AUSTAR JV was approximately RMB2.6 million, RMB4.1 million,
RMB3.7 million and RMB1.8 million for the year ended 31 December 2011, 2012, 2013 and
the six months ended 30 June 2014 respectively. Please refer to the section headed “Business
— Our joint ventures” of this prospectus.

OUR BUSINESS MODELS

Through direct marketing, regular attendance of international exhibitions and
conventions, and organisation of seminars with our suppliers, we identify business
opportunities by active discussion and consultation with our potential customers where we
offer to act as a solutions provider to our customers in a wide range of services and products
which are critical to their pharmaceutical production process. We operate our business under
three business models, namely (a) integrated engineering solutions, where we assist our
customers to build tailor made production facilities and provide advice to customers on system
design, choice of equipment and system construction, and most of our revenue under this
business model are recognised by way of revenue recognition methods of “construction
contracts” and “ sale of goods”, with insignificant amount of commission and agency fees; (b)
consulting services, where we derive revenue from rendering of service; and (c) distributorship
and agency, where we derive revenue from sale of goods and agency fees. We provide our
services and products under six business segments, namely, (1) Liquid and Bioprocess System;
(2) Clean Room and Automation Control and Monitoring System; (3) Powder and Solid
System; (4) GMP Compliance Service; (5) Life Science Consumables; and (6) Distribution and
Agency of Pharmaceutical Equipment. Our ability to provide comprehensive services and
products across these business segments, in different stages of a pharmaceutical product
lifecycle enables us to solidify our working relationships with our customers.

OUR SERVICES AND PRODUCTS

Our services and products fall into six business segments under three different business
models:

(A) Integrated engineering solutions

. Liquid and Bioprocess System: We mainly provide our integrated engineering
solutions for our customers to set up: (i) pharmaceutical and water systems to
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treat water into different grades for pharmaceutical production; and (ii) liquid
preparation and bioprocess system to prepare solutions for production of
various kinds of liquid dosage and bioprocess systems to create production
medium for producing biopharmaceutical products from biological materials;
the price range of our contracts under this segment generally ranges from
approximately RMB25,000 to RMB25,000,000;

. Clean Room and Automation Control and Monitoring System: We mainly
provide our integrated engineering solutions to set up: (i) a clean room
environment with controlled level of contamination for conducting
pharmaceutical research and production process; and (ii) automation control
systems and monitoring systems to control and monitor pharmaceutical
production process; the price range of our contracts under this segment
generally ranges from approximately RMB18,000 to RMB10,000,000;

. Powder and Solid System: We mainly provide our integrated engineering
solutions to set up systems to handle pharmaceutical products, which are in
either solid or powder form, in a dust-free and contained manner; the price
range of our contracts under this segment generally ranges from approximately
RMB22,000 to RMB5,900,000;

(B) Consulting services

. GMP Compliance Service: We provide our consultancy services in relation to
GMP compliance; the price range of our contracts under this segment generally
ranges from approximately RMB2,500 to RMB16,000,000;

(C) Distributorship and agency

. Life Science Consumables: We distribute a wide range of life science
consumables for use in the life science industry, such as cleansers,
disinfectants, indicators, sterile bags, cleaning tools and personal protection
items; the price range of our products under this segment generally ranges from
approximately RMB0.08 to RMB580,000; and

. Distribution and Agency of Pharmaceutical Equipment: We act as distributor
and sales agent of various types of pharmaceutical equipment, parts and
components; (i) the price range of our parts and components which we
distribute under this segment generally ranges from approximately RMB20 to
RMB2,700,000; (ii) the price range of our pharmaceutical equipment generally
ranges from approximately RMB150,000 to RMB4,300,000 and (iii) the price
range of our contracts under agency sales of pharmaceutical equipment
generally ranges from approximately USDS§,500 to USD3,300,000.

OUR CUSTOMERS

Our customers include well-established pharmaceutical companies, biopharmaceutical
companies and research institutes which may use one or more of our service and product
offerings. We have a large and diversified customer base. The majority of our customers were
based in the PRC, and the rest were from the emerging countries. During the Track Record
Period, approximately 92.8%, 92.2%, 93.9% and 91.2% of our revenue was generated from our
customers based in the PRC whilst the remainder of our revenue was generated from our
customers based overseas, for the three years ended 31 December 2013 and the six months
ended 30 June 2014 respectively. The number of contracts in which our revenue was recognised
during the Track Record Period were 2,956, 3,421, 4,433 and 2,588 for the three years ended
31 December 2013 and the six months ended 30 June 2014 respectively. We did not enter into
any long term agreement with our customers during the Track Record Period.

For the three years ended 31 December 2013 and the six months ended 30 June 2014,
revenue derived from our top five customers accounted for approximately 22.4%, 18.5%,
19.3% and 20.1%, respectively, of our total revenue, and revenue derived from our largest
customer accounted for approximately 7.1%, 6.7%, 6.1% and 5.7%, respectively, of our total
revenue. During the Track Record Period, we had transacted with 707, 788, 954 and 761
customers for the three years ended 31 December 2013 and the six months ended 30 June 2014
respectively.
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OUR SUPPLIERS

We procure various raw materials, such as pharmaceutical equipment, components and
other ancillary parts for our services and products offered. For the main equipment or parts and
components comprised in our integrated engineering solutions, we may either supply our
self-manufactured products, or procure products produced by STERIS-AUSTAR WFOE or
from our solutions partners or manufacturers based in US, Europe and the PRC such as
Siemens, Rockwell, Hach, PIAB and ChargePoint; of which each of STERIS-AUSTAR WFOE,
Hach and ChargePoint was one of our top five suppliers during the Track Record Period. For
ancillary parts such as pumps, valves, stainless steel pipes, flowmeters, automatic control
PLCs, filters, EDI powers, pressure gauges, etc. which we use in our integrated engineering
solutions, we mainly source them from suppliers in the PRC. For our self-manufactured
products such as purified water generators, we source its principal raw materials, including
stainless steel from various suppliers in the PRC. For the products offered in our Life Science
Consumables and Distribution and Agency of Pharmaceutical Equipment segments under
distributorship and agency arrangements, we source from multiple suppliers such as PALL-
AUSTAR WFOE, PALL, STERIS-AUSTAR WFOE, STERIS and Alexanderwerk; of which
each of STERIS-AUSTAR WFOE, STERIS and PALL-AUSTAR WFOE was one of our top
five suppliers during the Track Record Period. During the three years ended 31 December 2013
and the six months ended 30 June 2014, purchases from our five largest suppliers accounted
for approximately 22.9%, 24.2%, 26.6% and 23.1% of our total purchases, respectively. For the
three years ended 31 December 2013 and the six months ended 30 June 2014, purchases from
our largest supplier accounted for approximately 9.9%, 8.9%, 9.6% and 5.3% of our total
purchases, respectively.

OUR PRODUCTION

We together with our joint venture companies have four production plants located in
Shanghai, Shijiazhuang and Beijing respectively, with a total gross floor area of approximately
18,110 sq. m. In light of our production capacity in 2013 and the first half of 2014, we intend
to expand our production facilities by acquiring land with a total area of approximately 53,000
sq. m. and constructing a new R&D and production centre in Shijiazhuang in two phases with
a total gross floor area of approximately 32,000 sq. m. to 35,000 sq. m., and assuming that
completion of the acquisition of land will take place by Ist quarter of 2015, and construction
works for phase one will commence in Ist quarter of 2015, production at phase one of the
development is expected to commence in 1st quarter of 2016. We also intend to develop part
of our owned property in Shanghai into our Songjiang Production Centre, with a gross floor
area of approximately 16,000 sq. m. to 18,000 sq. m.. Construction works will commence in
the 1st quarter of 2016, and production is expected to commence in the 1st quarter of 2017. For
details of our expansion plans on production capacity, please refer to the section headed
“Business — Business Strategies — To establish R&D centre and consolidate production
workshops”. For the year ended 31 December 2013 and the six months ended 30 June 2014,
the utilisation rate of the production workshops for most of our key products was above 70%.
The annual production volume from products varies widely depending on the nature of the
products. For details of our production capacity, please refer to the section headed “Business
— Production — Production capacity” in this prospectus.

OUR COMPETITIVE STRENGTHS
Our core strengths are set out below:
. A leading comprehensive provider of high-end critical services and products capable
of providing tailor made and integrated engineering solutions and services for

pharmaceutical manufacturers and research institutes

. We are well-positioned to capture opportunities in the rapidly growing and evolving
pharmaceutical sector

. We have extensive technical expertise, in-depth experience and research and
development capability

. We have established long term and stable business relationships with well-known
and large scale pharmaceutical companies in the PRC and emerging countries

. We have an experienced and dedicated management team with extensive industry
experience
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SUMMARY

OUR BUSINESS STRATEGIES
Our business strategies are set out below:
. To increase our market share in the PRC and the emerging countries
. To continue to improve and widen our service and product offerings
. To establish R&D centre and consolidate production workshops

. To strengthen our research and development and product design and development
capabilities

. To expand by opportunistic and strategic acquisition of businesses and/or companies
OUR SHAREHOLDERS

Upon completion of the Global Offering and the Capitalisation Issue, without taking into
account any Shares which may be issued pursuant to the exercise of the Over-allotment Option,
Mr. Mars Ho (our chairman, chief executive officer and executive Director) and Madam Gu,
through their respective wholly-owned companies, will continue to be our Controlling
Shareholders and our Controlling Shareholders will collectively be beneficially interested in
67.50% of the issued share capital of our Company.

Please refer to the sections headed “Relationship with our Controlling Shareholders” and
“Substantial Shareholders” in this prospectus for details.

SUMMARY OF OUR FINANCIAL INFORMATION

Our consolidated financial statements have been prepared in accordance with IFRS,
selected items of the financial statements are set out below.

Information on our Group’s consolidated statements of comprehensive income

For the six months

For the year ended 31 December ended 30 June
2011 2012 2013 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Revenue 325,178 420,753 705,153 354,070 320,823
Cost of sales (224.657) (284.304) (490,187) (247.950) (207.086)
Gross profit 100,521 136,449 214,966 106,120 113,737
Operating profit 36,451 48,485 72,200 46,192 40,572
Profit for the

year/period 27,337 35,509 53,571 35,613 32,749

During the Track Record Period, our overall gross profit margin was approximately 30.9%,
32.4%, 30.5% and 35.5%, respectively.

Information on our Group’s consolidated balance sheets

As at

As at 31 December 30 June

2011 2012 2013 2014

RMB’000 RMB’000 RMB’000 RMB’000

Total non-current assets 49,297 59,200 69,379 74,394
Total current assets 250,596 377,853 537,474 481,313
Total non-current liabilities 3,745 7,018 12,279 11,708
Total current liabilities 238,878 357,446 466,199 337,362
Net current assets 11,718 20,407 71,275 143,951
Total equity 57,270 72,589 128,375 206,637

We recorded net current assets of approximately RMB11.7 million, RMB20.4 million,
RMB71.3 million and RMB144.0 million as of 31 December 2011, 2012, 2013 and 30 June 2014,
respectively. As at 30 June 2014, trade receivables of approximately RMB181.7 million were past
due but not impaired, of which RMB29.4 million (approximately 16.2% of the total amount of trade
receivables past due but not impaired) were past due for over one year. Please refer to the section
headed “Financial Information” in this prospectus for details.
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SUMMARY

Our revenue generally increased during the Track Record Period primarily due to the
increased demand for integrated engineering solutions from pharmaceutical manufacturers
through our business segments of Liquid and Bioprocess System, Clean Room and Automation
Control and Monitoring System, Powder and Solid System as well as our GMP Compliance
Service segment, as a result of promulgation of China New GMP in 2011, higher standards
required in the pharmaceutical industry in China and our increased efforts in marketing and
promotional activities.

Extract of consolidated statements of cash flows

For the six months

For the year ended 31 December ended 30 June
2011 2012 2013 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Net cash generated

from/(used in)

operating activities 16,918 73,981 71,407 24,258 (84,571)
Net cash (used in)/

generated from

investing activities (7,165) (24,759) (44,549) (5,371) 17,589
Net cash generated

from/(used in)

financing activities 5,148 16,886 10,254 5,244 (20,373)

Net increase/(decrease)

in cash and cash

equivalents 14,901 66,108 37,112 24,131 (87,355)
Cash and cash

equivalents at

beginning of the

year/period 22,328 37,499 102,611 102,611 139,712
Exchange gains/(losses)

on cash and cash

equivalents 270 (996) (11) 93 (11)

Cash and cash
equivalents at
end of the year/period 37,499 102,611 139,712 126,835 52,346

Key financial ratios

The following table sets out our key financial ratios during the Track Record Period:

For the six months

For the year ended 31 December ended 30 June
2011 2012 2013 2013 2014
(Unaudited)

Gross profit margin 30.9% 32.4% 30.5% 30.0% 35.5%
Net profit margin 8.4% 8.4% 7.6% 10.1% 10.2%
EBITDA margin 13.2% 13.6% 11.9% 14.8% 15.1%
Return on equity 64.5% 54.7% 53.3% N/A N/A
Return on total assets 9.4% 9.6% 10.3% N/A N/A
Interest coverage 45.9 31.4 57.9 72.1 58.3
Average inventory

turnover days (days) 99 66 46 N/A 61
Average trade receivables

turnover days (days) 115 118 90 N/A 118
Average trade payables

turnover days (days) 71 68 69 N/A 103



SUMMARY

As at 31 December As at 30 June
2011 2012 2013 2013 2014
Current ratio 1.0 1.1 1.2 N/A 1.4
Gearing ratio 41.9% 33.1% 15.6% N/A 16.9%
Net debt to equity ratio Net cash Net cash Net cash N/A Net cash

Please see the section headed “Financial information — Key financial ratios” for
descriptions of the calculations of the above ratios.

OFFER STATISTICS™

Based on minimum Based on maximum
indicative Offer indicative Offer
Price of HK$2.29 Price of HK$3.12

Market capitalisation of our Company® HKS$1,145 million HK$1,560 million
Unaudited pro forma adjusted net tangible

assets per Share® HK$1.03 HKS$1.23
Notes:

(1)  All statistics in this table are on the assumption that the Over-allotment Option is not exercised.

(2)  The calculation of market capitalisation is based on 500,000,000 Shares expected to be in issue immediately
after completion of the Global Offering and the Capitalisation Issue and taking no account of any Shares which
may be issued pursuant to the exercise of the Over-allotment Option.

(3)  The unaudited pro forma adjusted net tangible assets value per Share is calculated after making the adjustments
referred to in Appendix II and based on 500,000,000 Shares expected to be in issue immediately after
completion of the Global Offering and the Capitalisation Issue and taking no account of any Shares which may
be issued pursuant to the exercise of the Over-allotment Option.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that we will receive the net proceeds from the Global Offering of
approximately HK$289.3 million (equivalent to approximately RMB232.3 million), after
deduction of underwriting fees and commissions and estimated expenses payable by us in the
Global Offering and assuming the Over-allotment Option is not exercised, and an Offer Price
of HK$2.705 per Offer Share (being the mid-point of the indicative Offer Price range). If the
Over-allotment Option is exercised in full, we estimate that we would receive additional net
proceeds of approximately HK$48.9 million (equivalent to approximately RMB39.3 million)
assuming an Offer Price of HK$2.705 per Offer Share (being the mid-point of the indicative
Offer Price Range), after deducting the underwriting fees and expenses payable by us in the
Global Offering.

We intend to use these net proceeds of the Global Offering for the following purposes
(assuming that an Offer Price of HK$2.705 per Offer Share and the Over-allotment Option is
not exercised):

. approximately 39.6% or HK$114.5 million (approximately RMB92.0 million) will
be used to finance the development and construction costs of the Shijiazhuang R&D
and Production Centre;

. approximately 14.2% or HK$41.1 million (approximately RMB33.0 million) will be
used to finance the development and construction costs of the Songjiang Production
Centre;

. approximately 6.8% or HK$19.7 million (approximately RMB15.8 million) will be
used for expansion of our sales and marketing network;

. approximately 9.5% or HK$27.4 million (approximately RMB22.0 million) will be
used to fund R&D activities;

. approximately 20.0% or HK$57.9 million (approximately RMB46.5 million) will be

used for potential acquisition of interests in companies which we may identify in the
PRC, North America or Europe in the future; and
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. approximately 9.9% or HK$28.7 million (approximately RMB23.1 million) will be
used for working capital and other general corporate purposes.

Please refer to the sections headed “Future plans and use of proceeds — Proposed use of
proceeds” and “Business — Business strategies” of this prospectus for details information of our
future plans.

DIVIDEND POLICY

During the Track Record Period, we have not declared any dividends. In July 2014, our
Company declared dividend in the aggregate amount of approximately US$970,000 (equivalent
to approximately RMB6,062,500) to SFH, HCV and TWG and such dividends were paid on 21
October 2014. The recommendation of the payment of dividend is subject to the absolute
discretion of our Board, and, after the Listing, any declaration of final dividend for the year
will be subject to the approval of our Shareholders.

In the future, we expect to distribute approximately 30% of our annual distributable profit
as dividends. There is, however, no assurance that we will be able to distribute dividends of
such amount or any amount each year or in any year. Our future dividend policy will be
determined by our Board based on our results of operations, cash flows, financial position, cash
dividends we receive from our subsidiaries, future business prospects, statutory and regulatory
restrictions on the payment of dividends by us, and other factors that our Board may consider
relevant.

SUMMARY OF MATERIAL RISK FACTORS

There are risks associated with our business and investment in the Global Offering,
including (i) we may not be able to maintain our historical growth rates or profit margins and
our results of operations may fluctuate significantly; (ii) our success depends on the market
recognition of our brand and we could be adversely affected by negative publicity; (iii) our
expansion of the production facilities and investment in the new R&D facilities and
demonstration centres may not be as successful as we have planned; (iv) part of our sales is
project based, and we may not have recurring business; and (v) cost overruns in our integrated
engineering solutions projects will affect our costs and materially affect our financial
performance. You should read the entire section headed “Risk factors” in this prospectus
carefully before you decide to invest in the Offer Shares.

SUMMARY OF NON-COMPLIANCE INCIDENTS

During the Track Record Period, we and our joint venture companies have not fully
complied with certain laws and regulations in respect of (i) failure of STERIS-AUSTAR
WFOE, our joint venture company, to go through the necessary formalities of environmental
protection acceptance; and (ii) contribution to certain staff benefit fund in respect of social
insurance and housing provident fund. All such non-compliance incidents have not resulted,
and are not expected to result, in any material impact on our financial and operational aspects.

Please refer to the section headed “Business — Legal proceedings — Non-compliance
incidents” in this prospectus for detailed information of these non-compliance incidents.

BUSINESS ACTIVITIES IN SANCTIONED COUNTRIES

We have past product sales in connection with certain of the Sanctioned Countries,
namely, Iran and Lebanon, and Russia (where certain Sanctioned Persons are located) and we
still carry out such business activities in connection with these Sanctioned Countries and
Russia (where certain Sanctioned Persons are located). The amount of revenue generated from
sales to these Sanctioned Countries and Russia (where certain Sanctioned Persons are located)
for each of the three years ended 31 December 2013 and the six months ended 30 June 2014
represented approximately 0.6%, 1.2%, 0.7% and 1.9% of our total revenue for the same
periods, respectively. As advised by DLA Piper Hong Kong, our legal advisers as to
International Sanctions laws, our Group’s historical sales in Iran, Lebanon and Russia (where
certain Sanctioned Persons are located) during the Track Record Period do not implicate the
applicability of International Sanctions laws on our Group, or any person or entity, including
the Stock Exchange, HKSCC, HKSCC Nominees, our Shareholders or potential investors.
Please refer to the section headed “Business — Business activities in Sanctioned Countries” in
this prospectus for details of our past operations and business activities in those countries.
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We confirm that, save as disclosed in the section headed “Business” in this prospectus,
our Group had not had during the Track Record Period and up to the Latest Practicable Date,
any business activities in connection with any countries, governments, entities or individuals
sanctioned by the European Union, the United Nations, the U.S. or Australia, including,
without limitation, any government, individual or entity that is the subject of any OFAC-
administered sanctions.

In relation to our sales to customers in the Sanctioned Countries and Russia (where
certain Sanctioned Persons are located) during the Track Record Period, we have not been
notified that any sanctions will be imposed on us. None of the contracting parties are
specifically identified on the Specially Designated Nationals and Blocked Entities list
maintained by the OFAC or other restricted parties lists maintained by the European Union,
Australia and the United Nations and therefore would not be deemed as sanctioned targets. Our
such sales do not involve industries or sectors that are currently subject to specific U.S.,
European Union, Australia or United Nations sanctions and therefore are not deemed to be
prohibited activities under the relevant sanctions laws and regulations.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Our business model, revenue structure and cost structure remained unchanged since
30 June 2014. Our business maintains a stable growth and the contribution by each business
segment is in line with the historical record.

Based on our unaudited financial information for the eight months ended 31 August 2014,
our revenue amounted to approximately RMB446.5 million, representing 6.4% decrease
compared to same period last year. The decrease in revenue was attributable to decrease in
revenue from the business segment of Liquid and Bioprocess System and partially offset by the
increase in revenue from other business segments. Our gross profit margin for the eight months
ended 31 August 2014 was approximately 34.6%, which was higher than 30.4% for the same
period last year, mainly attributable to the management’s strategy to focus on projects with
higher gross profit margin. The financial information disclosed above is derived from the
Company’s unaudited condensed interim financial information for the eight months ended 31
August 2014, which has been reviewed by our reporting accountant in accordance with the
International Standard on Review Engagement 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”.

Our closing value of backlog as at 31 August 2014 in relation to our business segments
of integrated engineering solutions, consulting services and Distribution and Agency of
Pharmaceutical Equipment has grown as compared with that of 30 June 2014. We continued to
have negotiation with the relevant PRC local government authority on the terms in relation to
the acquisition of land use right of the land on which we intend to build the Shijiazhuang R&D
and Production Centre. In anticipation of the increase in business scale and to keep in line with
our business strategy, we continued to recruit and have employed a number of skilled engineers
and professionals to our team.

As far as we are aware, there was no material change in the general economic, market and
regulatory conditions in our industry that had materially and adversely affected our business
operations or financial conditions since 30 June 2014 and up to the Latest Practicable Date. Our
Directors confirm that, up to the date of this prospectus, there has been no other material
adverse change in our financial or trading position or prospects since 30 June 2014, being the
date to which our latest audited financial statements were prepared.

LISTING EXPENSES

During the Track Record Period, our Group incurred listing expenses of approximately
RMB14.6 million, which was recognised as administrative expenses in our consolidated
statements of comprehensive income for the year ended 31 December 2013 and the six months
ended 30 June 2014. We expect to incur additional listing expenses (excluding underwriting
commission which is estimated to be approximately RMBO9.5 million to be paid to the
Underwriters) of approximately RMB15.1 million, of which RMB7.6 million is expected to be
recognised as administrative expenses for the six months ending 31 December 2014 and
approximately RMB7.5 million is expected to be recognised as a deduction in equity directly.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions shall

have the following meanings.

“AIEL” Austar International Engineering Limited, a company
incorporated in Hong Kong with limited liability on 5
September 2001. AIEL was a former subsidiary of ATHL
and was disposed of by AITHL to an Independent Third
Party in December 2013 and subsequently changed its
name to Real International Engineering Limited on 20
January 2014

“AIHL” Austar International Holdings Limited, a company
incorporated in BVI with limited liability on 19 April
2005 and owned as to 89% by Mr. Mars Ho, as to 1% by
Madam Gu and as to 10% by Mr. KH Ho

“AIL” Austar International Limited, a company incorporated in
Hong Kong with limited liability on 14 May 1991 and
owned as to 89% by Mr. Mars Ho, as to 1% by Madam Gu
and 10% by Mr. KH Ho

“Alexanderwerk” Alexanderwerk GmbH, a company incorporated in
Germany which deals with the engineering, assembly and
sale of machines and plants for compaction, granulation
and size reduction, being an Independent Third Party

“Allentown” Allentown Inc., a company incorporated in the USA
which supplies products relating to biomedical research
facility

“Application Form(s)” WHITE application form(s), YELLOW application

form(s) and GREEN application form(s), or where the
context so requires, any of such forms as used in the
Hong Kong Public Offer

“APPS” Austar Pharmaceutical Process Systems Limited (%2
4 TERGF AR, a company incorporated in Hong
Kong with limited liability on 20 April 2012 and an

indirect wholly-owned subsidiary of our Company

— 11 -
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“APPS (SJZ)”

“Articles” or “Articles of
Association”

“associate(s)”

“ATMI”

“Austar BVI”

“Austar CE”

“Austar Europe”

)

“Austar Hansen’

“Austar SJZ”

B BU4E T 2R 51 (A K45 A PR/ F (Austar Pharmaceutical
Process Systems (Shijiazhuang) Co., Ltd.*), a sino-
foreign joint venture enterprise established in the PRC on
6 May 2014 and an indirectly wholly-owned subsidiary
of our Company

the articles of association of our Company, as amended

from time to time

has/have the meaning ascribed thereto under the Listing
Rules

ATMI, Inc., a corporation organised and existing under
the laws of the State of Delaware, USA, the previous
holding company of our joint venture partner in PALL-
AUSTAR JV

Austar Equipment Limited, a company incorporated in
BVI with limited liability on 25 January 2005 and a

wholly-owned subsidiary of our Company

BB BRI ARA TR (Austar Clean Equipment
(Shanghai) Co., Ltd.*), a company with limited liability
established in the PRC on 12 November 2007 and an
indirectly wholly-owned subsidiary of our Company

Austar Europe S.r.l. (formerly known as Austar Aqua
Europe S.r.l), a limited liability company (societd a
responsabilitd limitata) established in Italy on 27 July
2012 and owned as to 99% by APPS and as to 1% by Mr.
Enzo Barazetti, a non-executive Director

BB AR R (BT A R (Austar ~ Hansen
Lifesciences (Shanghai) Co., Ltd.*), a limited liability
company established in the PRC on 29 March 2001 and

an indirectly wholly-owned subsidiary of our Company

B B EE SN (A ZE) B FR/A ] (Austar  Pharmaceutical
Equipment (Shijiazhuang) Co., Ltd.*), a limited liability
company established in the PRC on 9 July 2004 and an
indirectly wholly-owned subsidiary of our Company

— 12 =
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“Backlog”

“Beijing Fresenius Kabi”

“Board”

“BOCOM International
Securities”

“Business Day(s)”

“BVI”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

the contract value of work we estimate to remain to be
completed as of a certain date assuming the performance
is in accordance with the terms of the contract

e BRI R LB SEHBR/A A (Beijing Fresenius Kabi
Pharmaceutical Company Limited*), a company
established in the PRC which is engaged in the
manufacture and sale of infusion, transfusion and clinical
nutrition and it is an affiliate of Fresenius Kabi AG,
which is a company incorporated in Germany. Beijing
Fresenius Kabi is an Independent Third Party

our board of Directors

BOCOM International Securities Limited, a licensed
corporation registered under the SFO to carry on Type 1
(dealing in securities), Type 2 (dealing in futures
contracts), Type 4 (advising on securities) and Type 5
(advising on future contracts) regulated activity under the
SFO

any day(s) (excluding Saturday(s) and Sunday(s)) in
Hong Kong on which licenced banks in Hong Kong are
open for banking business throughout their normal
business hours

the British Virgin Islands

the issue of Shares to be made upon the capitalisation of
the share premium account of our Company as referred to
in the paragraph headed “5. Resolutions in writing of all
our Shareholders passed on 21 October 2014”7 in
Appendix IV to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct

clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

~ 13—
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“CCASS Investor Participant”

“CCASS Participant”

“CFDA”

“ChargePoint”

“Chengdu Institute of Biological
Products”

“Circular No. 37”

“Clean Room and Automation
Control and Monitoring System”

“close associate(s)”

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals
or a corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

China Food and Drug Administration (4% A FGI:A
KA A BB S AA ) established in March 2013,
the successor of SFDA

ChargePoint  Technology Limited, a company
incorporated in England which supplies containment
valves and integrated material handling equipment for
pharmaceutical, chemical, food and process based
industries, being an Independent Third Party

B RS BT A BR/A W (Chengdu  Institute  of
Biological Products Co. Ltd*), a company established in
the PRC, which is engaged in the research and
development and manufacture of biological products
such as vaccines and which is controlled by China
National Pharmaceutical Group Corporation. Chengdu
Institute of Biological Products is an Independent Third
Party

the Notice on Relevant Issues Concerning Foreign
Exchange Administration Relating to Domestic Residents’
Offshore Investment and Financing and Round-Trip
Investment through Special Purpose Vehicles (including its
appendices) (A58 A& BB AR Rk H 19 A Rl AMERLE
PR ARG A REAE S B ] R 28 )

one of our business segments under which we offer clean
room enclosure systems together with automation control
and monitoring systems, all of which are essential elements
in a pharmaceutical manufacturing system, aiming to create
controlled clean environment, save energy and materials,
improve quality, accuracy and precision in manufacturing of
our customers

has/have the meaning as ascribed thereto under the Listing
Rules
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“Companies Law”

“Companies Ordinance”

“Companies (WUMP) Ordinance”

“Company” or “our Company”

“connected person(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

“CPhI”

“Deed of Non-Competition”

“Director(s)” or “our Director(s)”

“Distribution and Agency of

Pharmaceutical Equipment”

the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands

Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified
from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong) as
amended, supplemented or otherwise modified from time to
time

Austar Lifesciences Limited, an exempted company with
limited liability incorporated on 9 January 2014 under the

laws of the Cayman Islands

has/have the meaning ascribed to it under the Listing Rules

has/have the meaning ascribed thereto under the Listing
Rules and unless the context requires otherwise, for the
purpose of our Company, refer(s) to Mr. Mars Ho, SFH,
Madam Gu and HCV individually or as a group of persons

where the context requires

has/have the meaning as ascribed to it under the Listing
Rules

Convention on Pharmaceutical Ingredients, a range of
global events organised for practitioners in the
pharmaceutical industry by UBM Plc, a company
headquartered in London and listed on the London Stock
Exchange which is a provider of global events-led
marketing and communications services

the deed of non-competition dated 21 October 2014
executed by Mr. Mars Ho, SFH, Mr. KH Ho and TWG in
favour of our Group

director(s) of our Company

one of our business segments under which we act as sales

agent and/or distributor for a variety of well known foreign
and local brands pharmaceutical equipment
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DEFINITIONS

“DLA Piper Hong Kong”

“EIT”

“EMA”

b}

“emerging countries’

“Euro”

“FDA”

“FOB”

“Frost & Sullivan”

“Frost & Sullivan Report”

“GlaxoSmithKline Biologicals”

DLA Piper Hong Kong, our legal advisers as to
International Sanctions laws

enterprise income tax

European Medicines Agency, which is a decentralised
agency of the European Union responsible for the scientific
evaluation of medicines developed by pharmaceutical
companies for use in the European Union since 1995

for the purpose of this prospectus only, Brazil, Russia, India,
Egypt, Turkey, Jordan, Mongolia, Saudi Arabia countries in
the South East Asia, such as Malaysia, Vietnam and
Philippines and other fast-growing developing countries

Euro, the lawful currency of the member states of the
European Union

United States Food and Drug Administration, which is an
agency within the United States Department of Health and
Human Services, which is responsible for protecting the
public health by assuring the safety, effectiveness, quality,
and security of human and veterinary pharmaceutical
products, biological products, and medical devices in the
USA

free on board

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
affiliate of Frost & Sullivan, a global research organisation
and provider of international market intelligence on
consumer services and products and lifestyles, an
Independent Third Party

the commissioned report from Frost & Sullivan

BWR LAY REGGEINARAF (GlaxoSmithKline
Biologicals (Shenzhen) Co., Ltd.*), a company established
in the PRC, engaged in the research and manufacture of
biological products including vaccines and is an affiliate of
GlaxoSmithKline, which in turn is a leading research-based
pharmaceutical and healthcare company. GlaxoSmithKline
Biologicals is an Independent Third Party
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DEFINITIONS

“Global Offering”

“GMP Compliance Service”

“GREEN Application Form(s)”

ERINT3 9

“Group”, “we”, “our” and “us”

“HaCh”

“Haitong” or “Sole Sponsor”

“Haitong Securities”, “Sole Global
Coordinator” or “Stabilizing

Manager”

the Hong Kong Public Offer and the International Placing

one of our business segments under which we offer
consulting services relating to professional and
comprehensive  validation and GMP  compliance
consultancy for pharmaceutical manufacturers to meet
standards under China New GMP and those set down by
FDA, EMA and WHO. GMP compliance, our services
comprise validation consultancy services, validation testing
services, QMS consultancy services, GEP and consultancy
services and training services

the application form(s) to be completed by the HK eIPO
White Form Service Provider

our Company and its subsidiaries (excluding, for this
purpose, PALL-AUSTAR JV, which is treated as a joint
venture for accounting purpose, and its wholly-owned
subsidiary, namely, PALL-AUSTAR WFOE) or, where the
context otherwise requires, in respect of the period prior to
our Company becoming the holding company of its present
subsidiaries, the present subsidiaries of our Company, some
or any of them

Hach Company, a company incorporated in the USA which
is a manufacturer and distributor of analytical instruments
and reagents used to test the quality of water and other
liquid solutions and is a subsidiary of Danaher Corporation,
which in turn is a Fortune 500 corporation. Hach Company
is an Independent Third Party

Haitong International Capital Limited, a corporation
registered under the SFO permitted to carry on Type 6
(advising on corporate finance) regulated activity under the
SFO

Haitong International Securities Company Limited, a
corporation registered under the SFO permitted to carry on
Type 1 (dealing in securities), Type 3 (leveraged foreign
exchange trading) and Type 4 (advising on securities)
regulated activity under the SFO, the Sole Global
Coordinator, the Stabilizing Manager, one of the Joint
Bookrunners and one of the Joint Lead Managers of the
Global Offering
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DEFINITIONS

“HCV”

“Hisun Pharmaceutical”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Branch Share

Registrar”

“Hong Kong Offer Shares”

“Hong Kong Public Offer”

Honour Choice Ventures Limited, a company incorporated
in BVI with limited liability on 18 November 2013 and
wholly owned by Madam Gu. HCV is one of our
Controlling Shareholders

16 IE 525 (BTN A BR/A 7 (Hisun Pharmaceutical Hangzhou
Co., Ltd.*), a company established in the PRC which is
engaged in the manufacture and sale of pharmaceutical
products and a wholly owned subsidiary of #7VL{ IE8E3
A0 A FR 2 ) (Zhejiang Hisun Pharmaceutical Co., Ltd*),
which in turn is a company established in the PRC and
engaged in the research, development, manufacture and
sale of pharmaceutical products and whose shares are
listed on the Shanghai Stock Exchange. Hisun
Pharmaceutical is an Independent Third Party

the application for the Public Offer Shares to be issued in
the own name of the applicant by submitting application
online at the designated website of the HK eIPO White
Form at www.hkeipo.hk

The Bank of East Asia, Limited

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

Tricor Investor Services Limited, the Hong Kong branch
share registrar and transfer office of our Company

the 12,500,000 new Shares initially being offered for
subscription in the Hong Kong Public Offer, subject to
adjustment as described in the section headed “Structure
and conditions of the Global Offering” in this prospectus

the conditional offering by our Company of the Hong
Kong Offer Shares for subscription by the public in Hong
Kong on and subject to the terms and conditions
described in this prospectus and the Application Forms
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DEFINITIONS

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Hualan Biological”

“IFRS ”

“Independent Third Party(ies)”

“International Placing”

“International Placing
Agreement”

the underwriters of the Hong Kong Public Offer listed in
the section headed “Underwriting — Hong Kong
Underwriters” in this prospectus

the conditional underwriting agreement dated 27 October
2014 in relation to the Hong Kong Public Offer entered
into by our Company, SFH, Mr. Mars Ho, the executive
Directors, the Sole Sponsor, the Sole Global Coordinator,
the Joint Bookrunners and the Hong Kong Underwriters,
particulars of which are summarised in the section
headed “Underwriting” in this prospectus

HEREY) TR AT PR (Hualan Biological
Engineering, Inc*), a company established in the PRC
which is engaged in the the research, development,
production, and commercialization of human blood
products, viral vaccines, bacterial vaccines, and
recombinant biological products, and whose shares are
listed on the Shenzhen Stock Exchange, being an
Independent Third Party

International Financial Reporting Standards, as issued by
the International Accounting Standards Board

a person(s) or company(ies) which is/are independent of
and not connected with any connected persons of our
Company and their respective associates

the conditional placing of the International Placing
Shares at the Offer Price in reliance on Regulation S with
professional, institutional and other investors by the
International Underwriters on behalf of our Company as
described in the section headed “Structure and conditions
of the Global Offering” in this prospectus

the conditional placing agreement in respect of the
International Placing and expected to be entered into by,
among others, our Company, our Controlling
Shareholders the executive Directors, the Sole Global
Coordinator, the Joint Bookrunners, the International
Underwriters on or about the Price Determination Date
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DEFINITIONS

“International Placing Shares”

“International Underwriters”

“ISPE”

“Issuing Mandate”

“Joint Bookrunners”

“Joint Lead Managers”

“KGI”

“Latest Practicable Date”

“Life Science Consumables”

the 112,500,000 Offer Shares, together with, where
relevant, any additional new Shares which may fall to be
issued pursuant to the exercise of the Over-allotment
Option, subject to adjustment as described in the section
headed “Structure and conditions of the Global Offering”
in this prospectus

the underwriters of the International Placing that are
expected to enter into the International Placing
Agreement

International Society for Pharmaceutical Engineering,
which is a not-for-profit association serving its members
by leading scientific, technical and regulatory
advancement throughout the entire pharmaceutical
lifecycle, with around 20,000 members in 90 countries
worldwide from pharmaceutical manufacturing industry

the general unconditional mandate given to our Directors
by our Shareholders relating to the issue of new Shares,
particulars of which are set out in the paragraph headed
“5. Resolutions in writing of all our Shareholders passed
on 21 October 2014” in Appendix IV to this prospectus

Haitong Securities and BOCOM International Securities

Haitong Securities, BOCOM International Securities and
KGI

KGI Capital Asia Limited, a licensed corporation
registered under the SFO to carry on Type 1 (dealing in
securities), Type 4 (advising on securities) and Type 6
(Advising on Corporate Finance) regulated activities
under the SFO

19 October 2014, being the latest practicable date prior to
the printing of this prospectus for ascertaining certain
information in this prospectus

one of our business segments under which we act as
distributor of life science consumables such as cleansers,
disinfectants, indicators, sterile bags, cleaning tools
personal protection items and single-use bioprocess
systems
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DEFINITIONS

“Lijun Group Companies”

il

“Liquid and Bioprocess System’

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Madam Gu”

(a) AFEUEEHFR/AF  (Shijiazhuang  No. 4
Pharmaceutical Co., Ltd.*), a company established
in the PRC which is engaged in the manufacture and
sale of pharmaceutical products in the PRC,
including provision of infusion solutions and
production of various dosage form such as tablet
and capsule;

(b) PHLFNE IR RFAEA T (Xi’an Lijun
Pharmaceutical Co., Ltd.*), a company established
in the PRC which is engaged in manufacturing and
sale of pharmaceutical products in Shaanxi
Province, the PRC,

each being a wholly owned subsidiary of Lijun
International Pharmaceutical (Holding) Co., Ltd., a
company incorporated in the Cayman Islands whose
shares are listed on the Main Board of the Stock
Exchange (Stock Code: 2005), and an Independent Third
Party

one of our business segments under which we offer
integrated engineering solutions relating to all liquid
related systems such as pharmaceutical water systems,
liquid preparation systems, bioprocess systems and the
related equipment

the listing of our Shares on the Main Board

the listing sub-committee of the board of directors of the
Stock Exchange

the date on which dealings in our Shares on the Main
Board first commence

the Rules Governing the Listing of Securities on the
Stock Exchange as amended, supplemented or otherwise
modified from time to time

Madam Gu Xun (J##), the spouse of Mr. Mars Ho, the
ultimate owner, through her interest in HCV, of 1% of our
issued Shares as at the Latest Practicable Date and one of
the Controlling Shareholders
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DEFINITIONS

“Main Board”

“M&O Perry”

“MOFCOM”

“Mr. KH Ho”

“Mr. Mars Ho”

“NASDAQ”

“NDRC”

“NRCMIS”

“NYSE”

“OFAC”

the stock market operated by the Stock Exchange, which
excludes the Growth Enterprise Market of the Stock
Exchange and the options market

M&O Perry Industries, Inc., a company headquartered in
the USA which is engaged in the design and manufacture
of cleaning, sterilising, filling, and closing machines for
the pharmaceutical, biotech, diagnostics, and animal
health markets, being an Independent Third Party

the Ministry of Commerce of the PRC (713 A [&ALA1
P EB) or its predecessor, the Ministry of Foreign Trade
and Economic Cooperation of the PRC (GRE NGRS IE
HHONE 5 5T AR H)

Mr. Ho Kin Hung (fT#%[), one of our executive
Directors and the ultimate owner, through his interest in
TWG, of 10% of our issued Shares as at the Latest
Practicable Date

Mr. Ho Kwok Keung Mars (fifE]%#), chairman of our
Board, our chief executive officer, one of our executive
Directors, one of our Controlling Shareholders, the
ultimate owner, through his interest in SFH, of 89% of
our issued Shares as at the Latest Practicable Date and the

spouse of Madam Gu

the National Association of Securities Dealers Automated
Quotations

the National Development and Reform Commission of

the PRC (P3N RILANEY B R B RN EZ B &)

new rural co-operative medical insurance scheme, which
is a basic health social security system, targeted to all
farmers and rural residents of the PRC, as promulgated
by the State Council and financed and subsidised by both
central and local government of the PRC, farmers

organisations and families
the New York Stock Exchange

the United States Department of Treasury’s Office of
Foreign Assets Control
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DEFINITIONS

“Offer Price”

“Offer Shares”

“OHSAS”

“Over-allotment Option”

“PALLH

“PALL-AUSTAR JV”

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee, SFC transaction levy and the
Stock Exchange trading fee) under the Global Offering
which is expected to be determined as further described
in the section headed “Structure and conditions of the
Global Offering — Price determination of the Global
Offering” in this prospectus

collectively, the Hong Kong Offer Shares and the
International Placing Shares

Occupational Health and Safety Assessment Series is an
internationally recognised assessment specification for
occupational health and safety management systems.
OHSAS aims to promote a safe and healthy working
environment by providing a framework that allows the
organisations to consistently identify and control their
health and safety risks, reduce the potential for accidents,
aid legislative compliance and improve overall

performance

the option to be granted by our Company to the
International Underwriters under the International
Placing Agreement pursuant to which our Company may
be required by the Sole Global Coordinator (for itself and
on behalf of the International Underwriters), to allot and
issue up to 18,750,000 additional new Shares,
representing 15% of the Offer Shares initially available
under the Global Offering, at the Offer Price to cover
over-allocations in the International Placing, if any

Pall Corporation, a corporation organised and existing
under the laws of the state of New York, USA, whose
shares are listed on NYSE, the holding company of our
joint venture partner in PALL-AUSTAR JV

PALL-AUSTAR Lifesciences Limited (formerly known
as ATMI Austar Lifesciences Limited), a company
incorporated in Hong Kong with limited liability on 18
April 2007 and an indirect non-wholly owned subsidiary
of our Company
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DEFINITIONS

“PALL-AUSTAR WFOE”

“PALL Life Sciences”

“PBOC”

“PBOC Rate”

“percentage of completion’

“PIAB ”

’

SR 2 AR L) ARFAL AR (PALL - Austar
Packaging Technology (Beijing) Limited Liability
Company*) (formerly known as S i35 B E G 3R (L
A REAE/ATE] (ATMI Austar Packaging Technology
(Beijing) Limited Liability Company*)), a wholly foreign
owned enterprise established in the PRC on 15 January
2008 and a wholly-owned subsidiary of PALL-AUSTAR
IV

Pall Life Sciences Belgium BVBA, a company
incorporated in Belgium, being a wholly owned
subsidiary of PALL and a former wholly owned
subsidiary of ATMI, which supply single-use mixing,
storage, powder transfer, and packaging and bioreactor
technology solutions, and owned 40% of the issued share
capital of PALL-AUSTAR JV as at the Latest Practicable
Date

The People’s Bank of China (F1[E A\ F4#R17), the central
bank of the PRC

the exchange rate for foreign exchange transactions set
daily by the PBOC based on the previous day’s China
interbank foreign exchange market rate and with
reference to current exchange rates on the world financial
market

an accounting method to determine the appropriate
amount of revenue from our integrated engineering
solutions which require construction works and/or
service projects to recognise in a given period. The stage
of completion is measured by reference to the contract
costs incurred up to the end of the reporting period as a
percentage of total estimated costs for each contract

Piab Shanghai Co. Ltd (JRERHE 225 5% 5 (L) A R
/3 H]), a company established in the PRC and which is a
subsidiary of Piab Group Holding AB, which is a global
organisation headquartered in Sweden which develops
and manufactures automated material handling and
factory automation processes, both being Independent
Third Parties
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DEFINITIONS

“Powder and Solid System”

“PRC” or “China”

“PRC Government” or “State”

“PRC Legal Adviser”

”

“Price Determination Agreement

“Price Determination Date”

“Regulation S”

“Reorganisation”

“Reporting Accountant”

“Repurchase Mandate”

one of our business segments under which we offer
integrated engineering solutions using technology which
provide dust-free containment powder transfer systems,
for processing, storage, blending and transportation of
pharmaceutical products, including excipients, active
pharmaceutical ingredients, granules, capsules and
tablets

the People’s Republic of China which, for the purposes of
this prospectus only, excludes Hong Kong, the Macao
Special Administrative Region of the PRC and Taiwan

the central government of the PRC, including all political
subdivisions (including provincial, municipal and other
regional or local government entities) and its organs or,
as the context requires, any of them

Jia Yuan Law Offices, our legal adviser as to PRC laws

the agreement expected to be entered into between our
Company and the Sole Global Coordinator (for itself and
on behalf of the Underwriters) on or before the Price
Determination Date to record the agreement on the Offer
Price

the date, expected to be on or around 31 October 2014 but
no later than 4 November 2014, on which the Offer Price
is fixed for the purpose of the Global Offering

Regulation S under the U.S. Securities Act of 1933

the reorganisation arrangements undertaken by our Group
in preparation for the Listing which are described in more
details in the section headed “History, Reorganisation
and Group structure” in this prospectus

PricewaterhouseCoopers, Certified Public Accountants,
Hong Kong, the reporting accountant of our Company

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, particulars of
which are set out in the paragraph headed “5. Resolutions
in writing of all our Shareholders passed on 21 October
2014” in Appendix IV to this prospectus

—25—



DEFINITIONS

“Rockwell”

“SAFE”

“SAIC”

“Sanctioned Countries”

“Sanctioned Persons”

“SAT”

“SFC”

“SFDA”

“SFH”

“SFO”

Rockwell Automation (China) Company Limited & 5t &
maELPEHARAF, a subsidiary of Rockwell
Automation, Inc., a company headquartered in the USA
which provides services, products and solutions in
industrial automation, including control and information
platforms, software applications and automation
components, and motor control products, solutions and
services and whose shares are listed on the NYSE, an
Independent Third Party

the State Administration of Foreign Exchange of the PRC
(R AN RN B ) S A1 HE A B =) )

the PRC State Administration for Industry and Commerce

(N R AN B [ 22 T A7 U BELARUR))

countries which are the targets of economic sanctions as
administered by the OFAC, under the laws of other
countries and under international law, such as Lebanon

and Iran

certain persons and entities listed on OFAC’s Specially
Designated Nationals and Blocked Person List

the State Administration of Taxation of the PRC (FF#A
R KELGHR)

the Securities and Futures Commission of Hong Kong

the State Food and Drug Administration of the PRC ('
N\ FEFLRNB B0 5¢ £2 S 3 BB BER))  established  in
April 2003, the predecessor of CFDA

Standard Fortune Holdings Limited, a company
incorporated in BVI with limited liability on 21
November 2013 and wholly owned by Mr. Mars Ho.
Standard Fortune Holdings Limited is one of our
Controlling Shareholders

the Securities and Futures Ordinance (Chapter 571 of the

Laws of Hong Kong) as amended, supplemented or
otherwise modified from time to time
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DEFINITIONS

“Shanghai Austar”

“Shanghai Institute of Biological
Products”

“Share(s)”

“Shareholder(s)”

“Share Repurchase”

“Shijiazhuang R&D and
Production Centre”

“Siemens”

’

“Songjiang Production Centre’

“State Council”

bR R BER A ABR/A W (Shanghai  Austar
Pharmaceutical Technology Equipment Co., Ltd.*), a
wholly foreign owned enterprise established in the PRC
on 20 August 2003 and an indirectly wholly-owned
subsidiary of our Company

AR BRI RAR  (Shanghai Institute of
Biological Products Co., Ltd*), a company established in
the PRC which is engaged in research and development
and manufacture of biological products such as vaccines
and which is controlled by China National
Pharmaceutical Group Corporation. Shanghai Institute of
Biological Products is an Independent Third Party

ordinary share(s) of HK$0.01 each in the share capital of
our Company

holder(s) of our Share(s)

the repurchase of 100 shares of US$1.00 par value in
Austar BVI, representing the entire equity interest owned
by Austar International in Austar BVI which was
completed on 20 June 2014, being one of the steps of the
Reorganisation

the new R&D and production centre to be constructed by
us in two phases in Shijiazhuang, Hebei, the PRC, further
details are set out in the section headed “Business —
Business Strategies — To establish R&D Centre and
consolidate production workshops”

P (B ARA R (Siemens Ltd., China*), an
affiliate of Siemens AG, a multinational engineering and
electronics conglomerate company headquartered in
Germany, being an Independent Third Party

the new production centre to be constructed by us in
Songjiang, Shanghai, the PRC, further details are set out
in the section headed “Business — Business Strategies —
To establish R&D centre and consolidate production
workshops”

the State Council of the PRC (HF¥E A R I A5 B %5 %)
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DEFINITIONS

“STERIS”

“STERIS-AUSTAR JV”

“STERIS-AUSTAR WFOE”

£}

“Stock Borrowing Agreement

“Stock Exchange”

“Subscription”

“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Track Record Period”

STERIS Corporation, a company established under the
laws of the state of Ohio, USA and whose common shares
are listed on the NYSE and the holding company of our
joint venture partner in STERIS-AUSTAR JV

STERIS-AUSTAR Pharmaceutical Systems Hong Kong
Limited (EZHmEEREZMHAMRAF), a company
incorporated in Hong Kong with limited liability on 27
September 2006 and owned as to 49% by Austar BVI, and
as to 51% by STERIS Mauritius Limited (an Independent
Third Party) as at the Latest Practicable Date

SO By LR R L) AR/ F] (Steris  Austar
Pharmaceutical Equipment (Shanghai) Co. Ltd.*), a
wholly foreign owned enterprise established in the PRC
on 14 May 2007 and a wholly-owned subsidiary of
STERIS-AUSTAR JV

the stock borrowing agreement expected to be entered
into between SFH and the Stabilising Manager on or
about the same date as the International Placing
Agreement

The Stock Exchange of Hong Kong Limited

the subscription of 100 shares of US$1.00 par value each
in Austar BVI by our Company which was completed on
16 June 2014, being one of the steps of the

Reorganisation

has/have the meaning ascribed to it under the Companies
Ordinance

has/have the meaning ascribed to it under the Listing
Rules

the Hong Kong Code on Takeovers and Mergers as
amended, supplemented or otherwise modified from time

to time

the years ended 31 December 2011, 2012, 2013 and the
six months ended 30 June 2014
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DEFINITIONS

“TWG”

“UEBMIS”

“Underwriters”

“Underwriting Agreements”

“URBMIS”

“USA” or “US” or “U.S.”

“VAT”

“WFOE”

“HK$” or “HK dollars” or
“HK cents”

“RMB”
usq m.” or umZ”

“US$” or “US dollars”

“%77

True Worth Global Limited, a company incorporated in
BVI with limited liability on 7 November 2013 and
wholly owned by Mr. KH Ho

urban employee basic medical insurance scheme, an
insurance scheme for employees, as promulgated by the
State Council which is financed by both employers and

employees

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Placing Agreement

urban resident basic medical insurance scheme, an
insurance scheme for residents of the PRC which was
piloted in cities of the PRC, as promulgated by the State
Council which is largely funded by individuals and
subsidised by the PRC Government

the United States of America

value added tax, payable under the Provisional
Regulations Concerning Value-Added Tax of the PRC ('
e N RN B (B AT 00 A)

wholly foreign-owned enterprise

Hong Kong dollars and cents, respectively, the lawful

currency of Hong Kong

Renminbi, the lawful currency of the PRC

square metre(s)

United States dollars, the lawful currency of the US

per cent.
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DEFINITIONS

Unless otherwise specified, for the purpose of this prospectus and for the purpose of

illustration only, RMB amounts have been translated using the following rates:

US$1 RMB6.25

RMBI1 HK$1.245

No representation is made that any amounts in US$, RMB or HK$ were or could have

been converted at the above rates or at any other rates or at all.

In this prospectus, if there is any inconsistency between the Chinese names of the entities
or enterprises established in China and their English translations, the Chinese names shall
prevail. English translation of company names in Chinese or another language which are

marked with “*” are for identification purpose only.

The English text of this prospectus shall prevail over the Chinese text in case of

inconsistency.
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GLOSSARY OF TECHNICAL TERMS

standard industry definitions.

This glossary contains definitions of certain terms used in this prospectus in

connection with our Company and our business. Some of these may not correspond to the

“biopharmaceutical” or
“biological drug”

“bioprocess engineering”

“bioreactor”

“BS OHSAS 18001: 2007~

“China GMP”

“China New GMP “

“cold chain management”

“drug delivery system”

a pharmaceutical product manufactured or extracted from
biological sources

a specialisation of biotechnology, biological engineering,
chemical engineering and of agricultural engineering, it
deals with the design and development of equipment and
processes for the manufacturing of products such as food,
feed, pharmaceuticals, nutraceuticals, chemicals, and

polymers and paper from biological materials

a manufactured or engineered device or system that
supports a biologically active environment

a British standard of OHSAS for occupational health and
safety management assessment series 18001

GMP issued from time to time pursuant to the Law of the
PRC on the Administration of Pharmaceuticals to provide
quality assurance and ensure that pharmaceutical
products subject to the guidelines and regulations are
consistently produced and controlled to the quality and
standards appropriate for their intended uses

new edition of China GMP issued in 2010

a quality related management system which maintains a
series of storage and distribution activities in a given
temperature and humidity range. It is used to help extend
and control the shelf life of products such as temperature
controlled  pharmaceutical  products,  agricultural
products, etc.

formulation or device that delivers therapeutic agent(s) to
desired body location(s) and/or provides timely release of
therapeutic agent(s). The system, on its own, is not a
therapy, but improves the efficacy and/or safety of the
therapeutic agent(s) that it carries
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GLOSSARY OF TECHNICAL TERMS

“EDI”

“EHS”

“EU GMP”

“excipient”

“factory acceptance testing”

“GEP”

“GMP”

“heat exchanger”

“HVAC”

electrodeionisation, which is a water treatment
technology that utilises an electrode to ionise water
molecules and separate dissolved ions (impurities) from

water

environment, health and safety

GMP issued from time to time effective in the European
Union to provide quality assurance and ensure that
pharmaceutical products subject to the guidelines and
regulations are consistently produced and controlled to
the quality and standards appropriate for their intended
uses

an 1inactive substance that serves as the vehicle or
medium for pharmaceutical products

a testing procedure which takes place prior to delivery or
final installation, at the Group’s assembling plant to
ensure the process systems or equipment operates
according to its assembling code and contractual
specifications and functional requirements

the set of good engineering practices, which are applied
to engineering and technical activities to ensure a
company manufactures products of the required quality
as expected (including those by the relevant regulatory

authorities)

the set of good manufacture practices, including
guidelines and regulations in general required in order to
conform to guidelines laid down by agencies which
control authorisation and licensing for manufacture and
sale of food, drug products, and active pharmaceutical
products, and different countries may have adopted and
legislated for their own GMP

an equipment for efficient heat transfer from one medium

to another

heating, ventilation and air conditioning
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GLOSSARY OF TECHNICAL TERMS

“ISO”

“ISO 9001:2008”

“ISO 14001:2004”

“LDPE”

“liquid preparation system”

“MES ’

“modularisation”

“monoclonal antibody”

the International Organisation for Standardisation, a
non-government  organisation based in  Geneva,
Switzerland, for assessing the quality system of business

organisations

a standard published by ISO that specifies requirements
for a quality management system where an organisation
needs to demonstrate its ability to consistently provide
products that meet customer and applicable statutory and
regulatory requirements

a standard of the ISO 14000 series, which specifies a
framework of control for an environmental management
system against which an organisation can be certified by
a third party

low-density polyethylene

a system which processes phases of first and second
mixing, filtering, weighing and transfer and on-line
system cleaning and sterilisation and transfer to filling
production workshop

a manufacturing execution system which is a
computerised system used in manufacturing enabling the
control of multiple elements in a production process by
providing the right information at the right time and show
the manufacturing decision maker as to how the current
conditions on the plant floor can be optimised to improve
production output

a design technique that emphasises separating the
functionality of a program into independent,
interchangeable modules, such that each contains
everything necessary to execute only one aspect of the

desired functionality

monospecific antibody that are the same because they are
made by identical immune cells that are all clones of a
unique parent cell, in contrast to polyclonal antibody
which are made from several different immune cells
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“multiple effect water stills”

“pharmaceutical equipment”

“pharmaceutical equipment,
process system and service
market”

“pharmaceutical water system”

“PLC”

“powder micronisation”

“pure steam generator”

“PVC”

“QMS”

“R&D”

“recombinant protein drug”

“site acceptance testing”

an equipment which removes impurities in water by
evaporation followed by condensation and then produces
high quality water for injection in multiple distillation
columns

machines and devices which are used as component in
various phases in a pharmaceutical production process.
Typical equipment includes process equipment, filling
and packaging equipment, sterilising equipment, etc.

the provision of integrated engineering solutions
including the design, installation and commissioning of
process systems comprising pharmaceutical equipment
and other components, the provision of validation and
other services, and manufacture and distribution of
consumables for pharmaceutical industry

a system which prepares different grades of water for
different pharmaceutical uses

programmable logic controller, which is a digital
computer used for automation of industrial processes,
such as machinery control in factories

a process of reducing the average diameter of a solid
material’s particles to up to only a few micrometers in

diameter

an equipment which produces pure steam by evaporation
and removal of pyrogen (a substance that causes fever)

polyvinyl chloride, a type of plastic material

quality management systems

research and development

a protein drug which is created from laboratory methods

of genetic recombination

a testing procedure which takes place after the delivery
and installation of the process systems or equipment,
which usually involve inspections, adjustments and
system testing
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“skid”

“Tyvek”

“validation’

“VHP”

“WHO”

’

a modular designed frame which is based on plug-and-
play concept and integrates equipment and parts into a
frame and thus enables the system to be ready to use

a brand of flashspun high-density polyethylene fiber

the act of demonstrating and documenting that a
procedure operates consistently at a high degree of
assurance and meets the required regulatory requirements
and standards. It is generally accepted as a regulatory
requirement of the international regulatory bodies (such
as FDA, EMA and WHO) for manufacturers of a
pharmaceutical product be validated before a facility
inspection is made

vapourised hydrogen peroxide, a kind of technology for
sterilisation

World Health Organisation, which is the directing and
coordinating authority for health within the United
Nations system. It is responsible for providing leadership
on global health matters, shaping the health research
agenda, setting norms and standards, articulating
evidence-based policy options, providing technical
support to countries and monitoring and assessing health
treads
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We have included in this prospectus forward-looking statements. Statements that are
not historical facts, including statements about our intentions, beliefs, expectations or

predictions for the future, are forward-looking statements.

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties, including the risk factors described in this prospectus.
Forward-looking statements can be identified by words such as “may”, “will”, “should”,
“would”, “could”, “believe”, “expect”, “anticipate”, “intend”, “plan”, “continue”, “seek”,
“estimate” or the negative of these terms or other similar terms. Examples of forward-looking
statements include, but are not limited to, statements we make regarding our projections,
business strategy and development activities as well as other capital spending, financing
sources, the effects of regulation, expectations concerning future operations, margins,
profitability and competition. The foregoing is not an exclusive list of all forward-looking
statements we make.

Forward-looking statements are based on our current expectations and assumptions
regarding our business, the economy and other future conditions. We give no assurance that
these expectations and assumptions will prove to have been correct. Because forward-looking
statements relate to the future, they are subject to inherent uncertainties, risks and changes in
circumstances that are difficult to predict. Our results may differ materially from those
contemplated by the forward-looking statements. They are neither statements of historical fact
nor guarantees or assurances of future performance. We caution you therefore against placing
undue reliance on any of these forward-looking statements. Important factors that could cause
actual results to differ materially from those in the forward-looking statements include
regional, national or global political economic, business, competitive, market and regulatory

conditions and the following:

. the risks, challenges and uncertainties in the pharmaceutical manufacturers and
research institutes industries and for our business generally;

. our operations and business prospects;

. changes in our strategies, plans, objectives and goals;

. changes to our current expansion strategy, including our ability to expand our
production facilities and capabilities;

. uncertainties relating to our ability to maintain and expand our agency and

distribution network;

. changes in the pharmaceutical industry in China and international markets,
including changes in the policies in the pharmaceutical industry and regulations of
the PRC government;
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. technological changes affecting the industries which pharmaceutical manufacturers

and research institutes are within;

. uncertainties relating to our ability to comply with all relevant environmental, health
and safety laws and regulations;

. uncertainties relating to our ability to obtain and maintain permits, licenses and

registrations to carry on our business;

. changes in our planned use of proceeds;

. uncertainties relating to our future prospects, business development, results of
operations and financial condition;

. changes in our future capital requirements and capital expenditure plans;

. the actions and developments of our competitors;

. fluctuations in general economic and business conditions in China; and

. volumes, operations, margins, overall market trends, risk management and exchange
rates.

Any forward-looking statement made by us in this prospectus speaks only as of the date
on which it is made. Factors or events, including those set forth in the section headed “Risk
factors” in this prospectus, could cause our actual results to differ may emerge from time to
time, and it is not possible for us to predict all of them. Subject to the requirements of
applicable laws, rules and regulations, we undertake no obligation to update any forward-
looking statement, whether as a result of new information, future developments or otherwise.
All forward-looking statements contained in this prospectus are qualified by reference to this
cautionary statement. Investors should not place undue reliance on such forward-looking

information.

_37_



RISK FACTORS

You should carefully consider all of the information in this prospectus including the
risks and uncertainties described below before making an investment in the Offer Shares.
The business, financial condition or results of operations of our Group could be
materially adversely affected by any of these risks. The trading price of the Shares could

decline due to any of these risks, and you may lose all or part of your investment.

In addition to the risk factors described below, other risks and uncertainties not
presently known to us, or not expressed or implied below, or that we currently deemed
immaterial, may also adversely affect our business, operating results and financial
condition in a material respect and the trading price of the Offer Shares could also fall

considerably.

RISKS RELATING TO OUR BUSINESS

We may not be able to maintain our historical growth rates or profit margins, and our
results of operations may fluctuate significantly

During the three years ended 31 December 2013, we have been experiencing significant
growth by having a significant increase in revenue. For the three years ended 31 December
2013, our revenue totalled RMB325.2 million, RMB420.8 million and RMB705.2 million,
respectively, representing a CAGR of 47.3% over the three years. Our revenue totalled
RMB320.8 million for the six months ended 30 June 2014, representing a drop of 9.4% from
RMB354.1 million for the same period in 2013. For the three years ended 31 December 2013,
our profit for the year totalled RMB27.3 million, RMB35.5 million and RMB53.6 million,
respectively, representing a CAGR of 40.0% over the three years. Our profit for the six months
ended 30 June 2014 totalled RMB32.7 million, representing a drop of 8.0% from RMB35.6
million for the same period in 2013. For a variety of reasons, we may not be able to expand
our business at a rate comparable to our historical performance. Growth could be hampered by
an economic downturn, fierce competition, change in regulations and government policies,
failure to catch up with technology developments, shortage of key or specialised personnel or

other risks described in this section.

Our success depends on the market recognition of our brand and we could be adversely
affected by negative publicity

We rely heavily on the market recognition of our “AUSTAR” brand. We have a
well-established operating history and strong brand recognition. We believe that business
growth in our services and products depends heavily on the public perception of our brand and
we anticipate that we will continue to rely on our brand in our future business. If we fail to
promote our brand or to maintain or enhance the brand recognition and awareness amongst our
customers, or if we are subject to events or negative allegations affecting our brand image or
publicly perceived position of our brand, our business, our operating results and our financial

condition could be adversely affected.
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Our expansion of the production facilities and the investment in the new R&D facilities
and demonstration centres may not be as successful as we have planned

To support our growing operations, we are planning to consolidate our existing
production bases located in different leased premises in Shijiazhuang and Shanghai and expand
our production capacity at Shijiazhuang and Shanghai. We plan to acquire land use rights in
Shijiazhuang and develop the land, and further develop part of our owned property in Shanghai
which is currently vacant to consolidate our production workshops in Shanghai. Both involve
construction of new production and ancillary facilities and the installation of new production
and assembling equipment, the total investment cost of which is estimated to be approximately
RMB148.0 million.

As at the Latest Practicable Date, we have received indicative approval from the PRC
local government of Shijiazhuang in relation to site selection of a piece of land in Shijiazhuang
High-New Technology Industry Development Zone, and we are discussing the terms of
acquisition, and no definitive terms of acquisition have been agreed upon and no legally
binding agreement has been entered into. Assuming that completion of the acquisition of land
in Shijiazhuang is completed by the 1st quarter of 2015, and development of the land can be
commenced in 1st quarter of 2015, completion of construction works of phase one is expected
to complete by the end of 2015. Upon the expected completion of construction works of phase
one of the production centre by the end of 2015, the Shijiazhuang R&D and Production Centre
is expected to enhance our operational efficiency, increase our production capacity, in
particular in relation to our integrated engineering solutions and our production of skid under
our Liquid and Bioprocess System segment and discharging machine under our Powder and
Solid System segment; and upon its expected completion of construction of the R&D facilities
in phase two by the end of 2016, it is also expected to enable us to showcase our products and
services and enhance our R&D capabilities, further details of which are set out in the section
headed “Business — Business strategies — To establish R&D centre and consolidate production
workshops”.

The development of the Songjiang Production Centre is also expected to consolidate our
production workshops in Shanghai and increase our production capacity in relation to clean
room enclosure system under our Clean Room and Automation Control and Monitoring System
segment, purified water generator, heat exchanger and pressure vessel under our Liquid and
Bioprocess System segment, upon its expected completion in early 2017. The completion of the
above new production facilities may significantly increase our existing effective production
capacity as at 30 June 2014. Our expansion plans described above may involve the following
risks:

. The success of the implementation of our expansion plan relies heavily on our
ability to secure the land in Shijiazhuang and obtain the relevant approvals, permits
and licenses to commence the construction of the production facilities in both
Shijiazhuang and Shanghai in accordance with our planned expansion timeline. We
cannot assure you that we can successfully acquire the land in Shijiazhuang and
obtain the relevant approvals, permits and licenses in both Shijiazhuang and
Shanghai in a timely manner. In the event that we failed to acquire the land and
obtain the necessary approvals, permits and licenses, our expansion plan may be
delayed.
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. Our actual production volume may vary depending on the demand and order intake
of different types of our products to be received from our customers which in turn
may be affected by market trend, customers’ preferences or other factors which are
beyond our control. The demand for our products as well as the order intake to be
received and the revenue and profits to be generated may not increase in line with
our increase in production capacity and we cannot assure you that there will not be
under-capacity.

. In addition, we expect to incur increased costs, such as direct labour costs (as a
result of additional production and R&D staff) and depreciation costs (as a result of
our significant investment in land, buildings, machinery and equipment), in
connection with the plan as described.

. We cannot assure you that our investment in R&D facilities and demonstration
centres will successfully yield any meaningful R&D results, attract additional and
continuing interest in our product lines or secure any new projects from any
potential customers. If our capital expenditure spent on these R&D facilities and
demonstration centres exceeds the benefits of capturing new business opportunities,
our business, financial condition and results of operations may be materially and
adversely affected.

. Further, as we fund our expansion plan by both net proceeds from the Global
Offering as well as cash flows from our operations, it will require funding of a
portion of the development cost out of the cash flows from our operation, which may
in turn adversely affect our liquidity position. If we are not able to maintain our cash
flow, our liquidity position may be adversely affected.

. We cannot assure you that our production capacity expansion plans will be
successfully implemented without delay or at all. Any failure or delay in
implementing any part of these plans may result in a lack of production capacity to
support our growth and market expansion, which in turn could materially and
adversely affect our business, financial condition and results of operations.

Part of our sales is project based, and we may not have recurring business

We provide integrated engineering solutions with quality pharmaceutical manufacturing
equipment and GMP Compliance Service to the pharmaceutical manufacturing industry on a
project basis. The products comprised in our integrated engineering solutions may have a
useful life of many years. As such, other than our business under the Life Science Consumables
segment, our revenue may not be recurring in nature and we cannot guarantee that we will
continue to secure new projects from our customers after the completion of the existing
projects. Our Group has to go through a competitive tendering or quotation process to secure
new project works. In the event we are unable to maintain business relationship with existing
customers or unable to price our tender or quotation competitively, our business and hence our
revenue will be adversely affected. It is critical to our Group to secure new projects of similar
or larger contract sum on a continuous basis, and should we fail to do so, the financial
performance of our Group will be adversely affected.
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Cost overruns in our integrated engineering solutions projects will affect our costs and
materially affect our financial performance

The duration of our integrated engineering solutions projects usually range between 6 and
12 months. Due to the duration of the project, cost management is critical in ensuring that the
project meets its budgeted profit margin. The risk of cost overrunning increases with the
duration of a project, due to possible increase in the price of materials and labour. In our
preparation of quotations, we will carry out internal costing and budgeting estimates of labour
and supplies which are based on the quotations given by our suppliers, as well as our own
estimation of costs to be incurred. Thereafter, the contract value, as quoted to the main
contractor for a project, is arrived at by evaluating all related costs which include, inter alia,
the indicative pricing of our suppliers. As the contract may be awarded (and hence, the contract
valued committed) sometime subsequent to the date of quotation submission, there is a
possibility that the actual prices obtained from our suppliers and subcontractors will be less
favourable. We will normally issue a purchase order approximately within approximately 1-2
months from the date we obtained the contract for the project. Our contracts with our customers
do not permit any adjustment for escalation in the price of supplies or labour. In the event
prices required to be paid to our suppliers and subcontractors are higher than budgeted in our
quotation, and we are unable to pass such cost increase to our customers, our profitability and

financial performance will be adversely affected.

We depend on a stable and adequate supply of quality raw materials which are subject to
price volatility and other risks

For each of the years ended 31 December 2011, 2012, 2013 and the six months ended 30
June 2014, our cost of raw materials accounted for approximately 80.5%, 75.6%, 77.9% and
73.3%, respectively, of our total cost of sales over the same periods. As a result, our ability to
deliver quality integrated engineering solutions, and our production volume and production
costs depend on our ability to source quality raw materials, including main equipment, and
other ancillary parts for our services and products offered. We either supply our manufactured
products or source other equipment or component as part of our integrated engineering
solutions from our suppliers based in the PRC and overseas, at competitive prices. If we are
unable to obtain raw materials in the quantities and of a quality that we require, our production
volume, quality of products and profit margins may be adversely affected. In addition, raw
materials used in our production are subject to price volatility caused by external conditions,
such as market supply and demand, commodity price fluctuations, currency fluctuations,
changes in governmental policies and natural disasters. In addition, our ability to pass
increased raw materials costs on to our customers may be limited by competitive pressure. We
cannot assure you that we will be able to raise the prices of our products sufficiently to cover
increased costs resulting from increases in the cost of our raw materials or overcome the
interruption of sufficient supply of qualified raw materials for our products. As a result, any

significant price increase of our raw materials may have an adverse effect on our profitability.
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A failure to complete certain of our integrated engineering solutions projects and
consulting service projects on a timely basis could materially affect our financial
performance, reputation or we may be subject to resultant claims

Billings of our integrated engineering solution projects which require construction works
and consulting service projects are based on the completion of certain milestone works in a
timely manner as set out in our contract. A delay in a project will therefore affect our billings,
revenue, operational cash flows and financial performance. We are also required to pay our
suppliers notwithstanding the delay in the project if the purchase orders have been fulfilled. A
delay or cancellation of projects could also result in idle or excess manpower resources in the
event that replacement projects cannot be secured on a timely basis. A delay in the project can
be due to various factors, including but not limited to, shortage of manpower. In addition, there
may be a lapse of time between the completion of existing projects and the commencement of
subsequent projects which may adversely affect our Group’s financial performance and
financial position. If the delay is caused by us, we are liable to pay our contracting parties for
the liquidated damages stipulated in our contracts and our reputation could also be materially
affected.

The preferential tax treatment for ‘“High and New Technology Enterprises” currently
available to us in the PRC may be changed or discontinued

Shanghai Austar, Austar SJZ and Austar Hansen are currently qualified as “High and New
Technology Enterprises” under the PRC income tax law and subject to as mentioned below,
were entitled to a preferential income tax rate of 15% on their taxable incomes during the Track
Record Period. Their qualification as “High and New Technology Enterprises” is valid through
September 2016, November 2015 and November 2016 respectively. We intend to apply for
renewal of such qualification thereafter but there is no assurance that our application will
succeed. In the event that this preferential tax treatment is discontinued, these subsidiaries will
become subject to a 25% standard enterprise income tax rate, which would increase our income
tax expenses and could materially reduce our net income and profitability. Austar SJZ is
qualified as a “High and New Technology Enterprise” under the PRC income tax law and was
entitled to a preferential income tax rate of 15% on its taxable income and its qualification as
“High and New Technology Enterprise” was issued in November 2012 and valid from
November 2012 through November 2015. Austar SJZ has paid its income tax based on
preferential income tax rate of 15% in 2012 and 2013. However, in September 2014, Austar
SJZ was notified by the relevant tax authority to pay back the preferential income tax benefit
enjoyed by Austar SJZ in 2012 and 2013. Accordingly, the Group has made a provision of
additional income tax expenses payable in the amount of RMB3.6 million and RMB4.3 million
for the years ended 31 December 2012 and 2013, respectively, based on the income tax rate of
25%. Austar SJZ has settled such income tax expenses as at the Latest Practicable Date. As
confirmed by the relevant tax authority in writing, Austar SJZ is entitled to the preferential
income tax rate of 15% for quarterly income tax filing for the year ending 31 December 2014.
For more details, please refer to the section headed “Financial Information — Key factors
affecting our results of operations — PRC taxation and preferential tax treatment”. We cannot

assure you that Shanghai Austar, Austar Hansen and Austar SJZ will not encounter incidents

_42 _



RISK FACTORS

of similar nature in the future and the relevant tax authorities will not further revoke the
preferential tax treatment enjoyed by Shanghai Austar, Austar Hansen and Austar SJZ. Should
the preferential tax treatment enjoyed by Shanghai Austar and Austar Hansen for the year
ended 31 December 2013 have been revoked (i.e. subject to review or challenge by higher or
other authorities), the profit for the year of our Group would be decreased from RMB53.6
million to RMB53.0 million for the year ended 31 December 2013 whereas the net assets of
our Group would be changed from RMB128.4 million to RMB127.8 million as at 31 December
2013. Should the preferential tax treatment enjoyed by Shanghai Austar, Austar Hansen and
Austar SJZ for the six months ended 30 June 2014 have been revoked, the profit of our Group
during such period would be decreased from RMB32.7 million to RMB29.1 million whereas
the net assets of our Group would be changed from RMB206.6 million to RMB202.4 million
as at 30 June 2014.

Our insurance coverage may not be sufficient to cover product liability claims and we may
incur significant losses resulting from product liability claims

We are exposed to risks associated with product liability claims if the use of our products
results in damage or injury. With respect to our products, as at the Latest Practicable Date, we
maintain product liability insurance. We cannot assure you that future changes of the rules and
regulations in the PRC and the overseas jurisdictions in which we export to in relation to our
products will not impose costly compliance requirements on us or otherwise subject us to
future liabilities. We cannot assure you that product liability claims against us will not arise in
the future, whether due to product malfunctions, defects or other causes, which may or may not
exceed our insurance coverage. As a result, any dispute regarding the quality of our products
may give rise to claims against us for losses and damages. Any such claims, regardless of
whether they are ultimately successful, could cause us to incur litigation costs, harm our
business reputation and disrupt our operations. If any such claims were ultimately successful,
we could be required to pay substantial damages, which could materially and adversely affect
our business, financial condition and results of operations.

We may face difficulty managing our expansion into new markets and such difficulty may
materially affect our results of operation

Our expansion and growth may be dependent in part on our ability to expand into new
markets by various ways including acquisition of suitable businesses or companies. The risks
we face related to market expansion include difficulty in adapting to the new markets, for
example, the new markets may have different business environments, competitive conditions,
consumer preferences and discretionary spending patterns from our existing markets. As a
result, consumers in the new markets may not be familiar with our brand and we may need to
build brand awareness in such markets through greater investments in advertising and
promotional activities than we originally planned. We may find it more difficult in new markets
to hire, train and retain qualified employees who share our business philosophy and culture. In
addition, we may have difficulty in finding reliable suppliers or distributors with adequate
supplies of raw materials and parts meeting our quality standards in the new markets. Sales in
new markets may take longer than expected to ramp up and reach, or may never reach, expected
sales and profit levels, thereby affecting our overall profitability.
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Furthermore, the success of our expansion through acquisitions and joint ventures is
limited by the availability of, and competition for, suitable acquisition targets or joint venture
partners and by our financial resources, including available cash and borrowing capacity. As
we may pursue additional acquisitions in the future, we may face a number of risks, including
diversion of management attention, inability to retain key personnel, other employees and
clients of the acquired business, potential dilutive effect on our earnings, inability to establish
uniform standards, controls, procedures and policies in the new markets or service areas,
exposure to legal claims for activities of the acquired business prior to acquisition and inability
to effectively integrate the acquired company and its employees.

Third parties may infringe upon our intellectual property rights, or we may be subject to
claims of alleged infringement on the intellectual property rights of others

We use various intellectual property rights, including patents and trademarks, in our daily
business. At present, we have obtained trademark and patents registrations for our principal
products and know-how that have already been marketed. We rely on trademark, patent,
domain names and trade secret protection laws and confidentiality agreements with our
employees, customers and other stakeholders to protect our intellectual property rights. Trade
secrets such as product designs and product customisation are covered by confidentiality
agreements as well.

Our intellectual property is exposed to theft and other forms of misappropriation. In
particular, the legal protection to trademarks, trade names, copyrighted materials, domain
names, trade secrets, know-how and other forms of intellectual property in the PRC is limited
and less effective as compared to many other countries.

Preventing unauthorised use of our intellectual property is therefore difficult, time-
consuming and expensive, yet yielding limited and uncertain results. Misappropriation of our
content, trademarks and other intellectual property could divert significant business to our
competitors, damage our brand names and reputation, and may require us to initiate litigation
that could be expensive, time consuming and require us to divert management resources from
the operations of our business.

On the other hand, there is no assurance that infringement claims against us from third
parties will not occur. We may be subject to legal proceedings and claims from time to time
alleging infringement of copyrights, trademarks or patents, or misappropriation of creative
ideas or formats, or other infringement of proprietary intellectual property rights. Any such
claims, regardless of merit, may involve us in time consuming and costly litigation or
investigation, divert significant management and staff resources, require us to enter into
expensive royalty or licensing arrangements, prevent us from using important technologies,
business methods, content or other intellectual property, result in monetary liability, prevent us
from distributing our products through the use of injunctions or other legal means, or otherwise
disrupt our operations. As at the Latest Practicable Date, our Directors were not aware of any
claims or imminent claims against us alleging infringement of proprietary intellectual property
rights. We expect the likelihood of such claims may increase, particularly in our software
business, as the number of competitors in our markets grows and as related patents and
trademarks are registered or copyrights are obtained by such competitors.
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For details of our intellectual property rights, including copyrights, trademarks and
patents, please refer to the paragraph headed “8. Intellectual property rights” in Appendix IV
to this prospectus.

Ongoing evolution of our business model driven by market demand may result in
changing mix of our services and products, fluctuations in profit margins and working

capital requirements

Our array of services and products fall into six business segments, which range from
Liquid and Bioprocess System, Clean Room and Automation Control and Monitoring System,
Powder and Solid System, GMP Compliance Service, Life Science Consumables to
Distribution and Agency of Pharmaceutical Equipment. Due to the variation in cost structures
across our product mix, these product segments reported different segment results margins
during the Track Record Period. Our overall gross margins fluctuated between 30.5% and
35.5% during the Track Record Period. The fluctuations were principally attributable to change
in demand for mix in our services and products and hence the revenue derived from each
business segment. We expect changes in the mix in our services and products and the business
segment gross margins may continue to lead to fluctuations in our overall profit margins and
working capital requirements in the future. This may also affect our business risk profile.

In addition, the continued evolution of our service and product offerings will also lead to
an increase in risks relating to competition. Failure to adapt swiftly to these competitions may
adversely affect our business operations and profitability in the future.

Our research and development activities aimed at enhancement of system and product
applications may not yield meaningful results

We consider our R&D as one of the keys to our success. Success in developing system
and product applications in our provision of integrated engineering solutions depends on our
ability to anticipate and respond to technology development trend, customer preference and
market demand. For each of the years ended 31 December 2011, 2012, 2013, our R&D costs
amounted to approximately RMBI11.8 million, RMB16.1 million and RMB23.9 million
respectively, representing approximately 3.6%, 3.8% and 3.4% of our total revenue
respectively and a CAGR of approximately 42.3%. Our R&D costs amounted to approximately
RMB10.2 million for the six months ended 30 June 2014, representing an increase of 2.8%
from RMBO9.9 million for the same period in 2013. Currently, we have a number of R&D
projects underway. Our Directors presently intend to apply approximately 9.5% of the net
proceeds from the Global Offering for R&D purposes.

Developing new services and products in a timely manner can be time-consuming and
costly. Based on our experience, the service and product development process is a lengthy
process that may take one to two years before services and products can be commercially
launched or adopted. There is no assurance that our service and product development projects
can be completed within the anticipated time frame and our research and development efforts

may not lead to new services and products that are commercially successful. We may also
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experience delays or be unsuccessful in any stage of service and product development and
manufacturing. We may not be able to successfully adopt such services and products in our
integrated engineering solutions or our customers may not be receptive to our new services and
products. Our competitors’ service and product R&D capabilities may be more effective than
ours, and thus enabling them to launch or adopt their new services and products earlier than
us and produce more effective integrated engineering solutions on a more cost-efficient basis.
The introduction of new services and products, by our competitors, may result in price
reductions in our integrated engineering solutions or reduced margins or loss of market share,
and may lead to certain of our services and products becoming obsolete or non-competitive.
Since the growth of our turnovers and profits in the future will heavily depend on our ability
to provide quality integrated engineering solutions, in the event that we fail to provide quality
integrated engineering solutions, our business prospects and profitability may be adversely
affected.

We rely on our executive Directors and senior management and our ability to attract and
retain qualified personnel, and failure to attract and retain qualified personnel may have
a material adverse effect on our business, results of operations and financial condition

Our executive Directors and other members of our senior management have been
instrumental in achieving our growth during the Track Record Period. In particular, the
expertise and experience of Mr. Mars Ho, our chairman, chief executive officer and executive
Director, Mr. KH Ho, our executive Director, Mr. Chen Yuewu, our executive Director, Madam
Zhou Ning, our executive Director, Mr. Gao Qiang, our vice president and Mr. Yi Jun, our
general manager, have been important to our success. If we lose the service of any of our
executive Directors or other members of our senior management and there are no suitable and
competent replacements, our business operations and future planning may be adversely
affected.

Our success also depends to a significant extent on the continued service of our mid-level
management, engineers, skilled technical personnel and marketing and sales personnel and on
our ability to continue to attract, retain and motivate such personnel. If we lose the service of
any of these key personnel without adequate and timely replacement, our business, results of
operations and financial condition may be materially and adversely affected.

Failure to maintain our relationship with our joint venture partners may have an adverse
effect on our business results of operations and financial condition

We entered into joint venture with STERIS in relation to STERIS-AUSTAR JV where we
act as the exclusive distributor and exclusive sales agent for STERIS-AUSTAR WFOE in the
PRC in respect of pure steam generators and multiple effect water stills manufactured by it,
which are in turn integrated into our integrated engineering solutions in the business segment
of Liquid and Bioprocess System. STERIS-AUSTAR WFOE exclusively supplies these two
pharmaceutical equipment to us, or through the exclusive agency arrangement, supplies to our
customers, in the PRC. For the three years ended 31 December 2013 and the six months ended
30 June 2014, revenue derived from integrated engineering solutions which consisted of
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equipment manufactured by STERIS-AUSTAR WFOE amounted to approximately RMB22.4
million, RMB50.5 million, RMB77.9 million and RMB26.1 million respectively. These
represented approximately 6.9%, 12.0%, 11.0% and 8.1% of our total revenue during the Track
Record Period respectively. For the three years ended 31 December 2013 and the six months
ended 30 June 2014, our purchases from STERIS-AUSTAR WFOE amounted to approximately
RMB18.0 million, RMB19.7 million, RMB38.9 million and RMB7.7 million respectively,
which represented approximately 9.9%, 8.9%, 9.6% and 5.3% of our total purchases during the
Track Record Period respectively.

We entered into joint venture with PALL in relation to the PALL-AUSTAR JV where we
act as the exclusive distributor for PALL-AUSTAR WFOE in the PRC and exclusive sales
agent for PALL-AUSTAR WFOE in specified territory in Asia Pacific region, in each case,
other than certain companies identified by PALL, in respect of the life science consumables
manufactured by it, such as powder transfer vessels, sterile bags and tyvek bags. These are the
products that we offer to our customers in the business segment of Life Science Consumables.
PALL-AUSTAR WFOE exclusively supplies these life science consumables to us, or through
the exclusive agency arrangement, supplies to our customers in the PRC. For the three years
ended 31 December 2013 and the six months ended 30 June 2014, revenue derived from sale
of life science consumables manufactured by PALL-AUSTAR WFOE amounted to
approximately RMBO0.3 million, RMB3.0 million, RMB9.9 million and RMBS8.2 million
respectively. These represented approximately 0.1%, 0.7%, 1.4% and 2.6% of our total revenue
during the Track Record Period respectively. For the three years ended 31 December 2013 and
the six months ended 30 June 2014, our purchases from PALL-AUSTAR WFOE amounted to
approximately RMBO0.4 million, RMB3.4 million, RMB9.2 million and RMB6.7 million
respectively, which represented approximately 0.2%, 1.5%, 2.3% and 4.6% of our total
purchases during the Track Record Period respectively.

We believe our joint ventures will help us increase our existing market share, tap into new
markets, and broaden our customer base in the PRC.

As discussed in the section headed “History, Reorganisation and Group Structure” in this
prospectus, neither our Company nor our joint venture partners could exert unilateral control
over PALL-AUSTAR JV and STERIS-AUSTAR JV. We cannot assure you that these joint
ventures and the respective joint venture partners will always cooperate with us to carry out our
business plans or if the relevant joint venture companies fail to develop any product which may
correspond to market and technological trend in the future, or if there are changes in the laws
and regulations in the PRC that adversely affect our joint venture arrangements, our financial
condition and results of operations could be materially and adversely affected. In the event that
our joint venture partners breached the territorial restrictions set out in our joint venture
contracts or breached other terms of our joint venture contracts, our joint venture partners may
compete with us for the services and products we offered, in which case our business, our
financial condition and results of operations may be adversely affected.

For details relating to our joint ventures and transactions with the joint ventures, please
refer to the sections headed “Business — Our joint ventures” and “Business — Our major
supplier who is also our major customer”.
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We are exposed to the credit risks of our customers and may face long turnover period in
respect of trade receivables, exposing our Group to an increased level of trade receivables
and additional credit risk on its customers

We grant our customers different credit periods according to business segments which is
in line with the industry norm. The credit terms for our integrated engineering solutions project
are highly variable depending on the negotiation with the customers. During the Track Record
Period, some customers in each customer type did not strictly adhere to the payment terms
stipulated in our contracts with them. During the Track Record Period, our average turnover
days of trade receivables ranged from 90 days to 118 days. As at 30 June 2014, trade
receivables of RMB181.7 million were past due but not impaired, of which RMB29.4 million
(representing 16.2% of the total amount of trade receivables past due but not impaired) were
past due for over one year. As at 31 August 2014, the amount of trade receivables amounted
to approximately RMB242.1 million, of which, trade receivables of RMB26.3 million were
past due over 1 year but not impaired (representing 17.2% of the total amount of trade
receivables past due but not impaired of RMB153.1 million).

To manage and minimise our credit risk exposure, customers are given different terms of
payment depending on the nature and value of the transaction, level of risk involved, cost
structure, payment history of the customer, our relationship with the customer and the credit
standing of the customer. Customers with good credit standing may, on a case-by-case basis,
be able to extend their payment terms. Due to the relatively long credit terms granted to our
customers, our Group may face pressure on working capital management and our Group is
exposed to the credit risks of our customers.

Given the nature of our business is project-based, we may be exposed to additional credit
risks as any increase in turnover would be likely to result in an increased level of trade
receivables

Given that the nature of our business mainly involves the provision of integrated
engineering solutions and services in stages, we recognise revenue for our contracts based on
percentage of completion of our projects, whilst the payment schedules are determined by the
contract terms with individual customers, any increase in revenue recognized will increase our
level of trade receivables. If our customers do not strictly adhere to the stipulated credit terms,
an increase of revenue would likely lead to an increase level of trade receivables which may
further expose our Group to additional credit risks.

We rely on information systems in managing our operations and any system failures or
deficiencies of our information systems may have an adverse effect on our business,
financial conditions and result of operations

We depend on the capabilities of our information systems to process our transactions on
a timely and accurate basis and to store and process our business and operating data. The
proper functioning of our financial control, risk management, credit analysis and reporting,

accounting, customer service and other information systems, as well as the communication
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networks between our business segments and our main data processing centers, are critical for
us to conduct our business in an orderly manner and to increase our competitiveness. Our
business activities could be materially disrupted if there is a partial failure or complete
breakdown of any of our information systems or communication networks. Such failure can be
caused by a variety of reasons, including natural disasters, extended power outages, breakdown
of key hardware and systems, software malfunction and computer viruses. The proper
functioning of our information systems also depends on accurate and reliable data input and
installation of ancillary systems, which are subject to error. Any failure or delay in recording
or processing our transaction data could expose us to significant financial risk and subject us
to the risk of claims for losses and regulatory fines and penalties.

Our competitiveness will to some extent depend on our ability to upgrade and optimise
our information systems on a timely and cost-effective basis. In addition, the information
available to and received by us through our existing information systems may not be timely or
sufficient for us to manage risks and prepare for, and respond to, market changes and other
developments in our current operating environment. Any failure to improve or upgrade our
information systems effectively or on a timely basis could materially and adversely affect our
competitiveness, results of operations and financial condition.

We could be adversely affected as a result of our operations in certain countries that are
subject to evolving economic sanctions of the U.S. government, the UNSC, the E.U. and
other relevant sanctions authorities

The U.S. and other jurisdictions, including the E.U., Australia and the U.N., have
comprehensive or broad economic sanctions targeting the Sanctioned Countries, Russia (where
certain Sanctioned Persons are located) and Sanctioned Persons. During the Track Record
Period, we had product sales in certain of the Sanctioned Countries, namely, Iran and Lebanon,
and Russia (where certain Sanctioned Persons are located) and our revenue derived therefrom
in aggregate accounted for approximately 0.6%, 1.2%, 0.7% and 1.9%, respectively, of our
revenue for the years ended 31 December 2011, 2012, 2013 and the six months ended
30 June 2014, and we still carry out such business activities in connection with such Sanctioned
Countries and Russia (where certain Sanctioned Persons are located). For details of the
business operations in the Sanctioned Countries and Russia (where certain Sanctioned Persons

are located), see “Business — Business activities in the Sanctioned Countries”.

We undertake to the Stock Exchange that we will not use the proceeds from the Global
Offering, as well as any other funds raised through the Stock Exchange, to finance or facilitate,
directly or indirectly, activities or business with, or for the benefit of, the Sanctioned Countries,
Russia (where certain Sanctioned Persons are located) or Sanctioned Persons or any other
government, individual or entity sanctioned by the U.S., the E.U., Australia, the U.N. or Hong
Kong, including, without limitation, any government, individual or entity that is the subject of
any OFAC sanctions. We also undertake to the Stock Exchange that we will not enter into
sanctionable transactions that would expose us or the Stock Exchange, HKSCC, HKSCC
Nominees, our Shareholders or potential investors to risks of being sanctioned. If we breach
any of these undertakings to the Stock Exchange after the Listing, it is possible that the Stock
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Exchange may delist our Shares. In order to ensure our compliance with these undertakings to
the Stock Exchange, we will continuously monitor and evaluate our business and take measures
to protect the interests of our Group and our Shareholders. For details of our internal control
procedures, see “Business — Business activities in the Sanctioned Countries — Our undertakings
and internal control procedures”.

As a Group with operations based in China, we will comply with all PRC laws and
applicable laws in the jurisdictions where we have operations. We will also seek to prevent our
transactions in relation to the Sanctioned Countries and Russia (where certain Sanctioned
Persons are located) from being subject to sanctions under the laws of the U.S., the E.U.,
Australia, the U.N. or Hong Kong, and avoid doing business with any Sanctioned Persons.
However, to the extent such sanctions are imposed on our Company, our business and
Shareholders’ interests could be impacted.

We cannot predict the interpretation or implementation of government policy at the U.S.
federal, state or local levels or any policy by the E.U., Australia, the U.N. and other applicable
jurisdictions with respect to any current or future activities by us or our affiliates in the
Sanctioned Countries, Russia (where certain Sanctioned Persons are located) and/or with
Sanctioned Persons. We have no present intention to undertake any future business that would
cause us, the Stock Exchange, HKSCC, HKSCC Nominees, our Shareholders or potential
investors to violate or become a target of sanctions laws of the U.S., the E.U., Australia, the
U.N. or Hong Kong. However, we can provide no assurance that our future business will be
free of risk under sanctions implemented in these jurisdictions or that we will conform our
business to the expectations and requirements of the U.S. authorities or the authorities of any
other government that do not have jurisdiction over our business but nevertheless assert the
right to impose sanctions on an extraterritorial basis. Our business and reputation could be
adversely affected if the government of the U.S., the E.U., the U.N., Australia, the United
Nations Security Council (UNSC) or any other governmental entity were to determine that any
of our activities constitutes a violation of the sanctions they impose or provides a basis for a
sanctions designation of our Company. In addition, because many sanctions programs are
evolving, new requirements or restrictions could come into effect which might increase
scrutiny on our business or result in one or more of our business activities being deemed to
have violated sanctions, or being sanctionable. Over the past few years, the U.S. and the E.U.
have significantly increased the scope of their Iran sanctions, many of which now have direct
extraterritorial effect. Although we believe that our business operations currently do not
involve industries or sectors that are subject to extraterritorial Iran sanctions, there is a
possibility that the U.S. government, the E.U. or other jurisdictions may introduce more severe
sanctions in relation to Iran should the current on-going negotiation efforts with the
government of Iran on nuclear issues fail, in which case, the current sanctions laws and
regulations may be expanded to cover industries or sectors in which we are involved. In such
case, our business and Shareholders’ interests could be impacted. In addition, certain U.S. state
and local governments and universities have restrictions on the investment of public funds or
endowment funds, respectively, in companies that are members of corporate groups with
activities in certain Sanctioned Countries and Russia (where certain Sanctioned Persons are

located). As a result, concern about potential legal or reputational risk associated with our

- 50 -



RISK FACTORS

historical and on-going operations in the Sanctioned Countries, Russia (where certain
Sanctioned Persons are located) and/or with Sanctioned Persons could also reduce the
marketability of the Offer Shares to particular investors, which could affect the price of our
Offer Shares and Shareholders’ interests in us, despite our commitment not to direct the
proceeds from the Global Offering to dealings with any parties subject to International
Sanctions. In addition, international financial sanctions in effect against Iran may adversely
affect our ability to receive payment for export made to the Sanctioned Countries. Before
investing in our Shares, you should consider if such investment would expose you to any of the
U.S., the E.U. or other sanctions law risk arising from your nationality or residency. Any of

these events could have an adverse effect on the value of your investment in us.

RISKS RELATING TO OUR INDUSTRY

Our Group is dependent on growth in the pharmaceutical industry

The performance of our Group is reliant on the demand of pharmaceutical manufacturers
and research institutes for integrated engineering solutions projects, pharmaceutical equipment
and life science consumables as well as consulting services in the PRC and globally, which is
in turn significantly affected by the policies of governments, the economic environment and the
development of pharmaceutical technology on a worldwide basis. The PRC Government has in
recent years increased its support for healthcare reforms, expanding its basic medical insurance
program to approximately 95% of its population during 2009 to 2011 and establishing essential
pharmaceutical product supply systems to meet basic needs for treatment of diseases. The
market size of China’s pharmaceutical equipment, process system and service market grew at
a CAGR of 24.8% from RMB27.0 billion in 2008 to RMB81.9 billion in 2013. However, there
can be no assurance that the demand of pharmaceutical manufacturers and research institutes
for integrated engineering solutions projects, pharmaceutical equipment and life science
consumables as well as consulting services will continue to grow in the PRC and overseas, and
if there is a substantial decrease in the demand of our integrated engineering solutions projects,
pharmaceutical equipment, life science consumables, or consulting services, the business of

our Group could be adversely affected.

Our Group may face competition from other players for pharmaceutical manufacturers

The pharmaceutical equipment, process system and service market is competitive. The
competitors of our Group include international corporations with substantially greater
resources than our Group, as well as new domestic and foreign market entrants. The
competitors of our Group may develop and introduce new products sooner, or provide more
attractively priced, enhanced, or better quality products and systems, than our Group does. In
addition, competition may intensify if the pharmaceutical equipment, process system and
service market expands as demand increases, and in such case, it may result in downward
pressure on price which could negatively impact our business, financial condition, results of

operations and prospects.
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Nonetheless, the pharmaceutical equipment, process system and service market in the
PRC is fragmented, and our Group faces intense competition from domestic and international
providers of those services and products. Therefore, there can be no assurance that our Group
will be able to maintain its position as a leading provider of these services and products in the
future. While our Directors believe that our Group’s established design, manufacturing and
distribution capabilities will enable us to maintain as a leading provider of integrated
engineering solutions systems, there is no assurance that our Group will be able to compete
successfully against its current and future competitors.

We are subject to various environmental, safety and health regulations in the PRC,
compliance with which may be difficult or expensive, and any failure to comply with such
regulations may render us subject to penalties, fines, governmental sanctions, proceedings
and/or suspension or revocation of our licenses or permits to conduct our business

Our operations are subject to the environmental protection, safety and health laws and
regulations in the PRC. Failure to comply with these regulations may result in penalties, fines,
governmental sanctions, proceedings and/or suspension or revocation of our licenses or permits
to conduct our business. Non-compliance with the relevant regulations may result in us being
ordered to suspend or cease production, subject us to penalty and the confiscation of the
income derived from such manufacturing activity. Given the number and complexity of these
regulations, compliance with them may be difficult or involve significant financial and other
resources to establish efficient compliance and monitoring systems. In addition, these
regulations are constantly evolving. There can be no assurance that the PRC government will
not impose additional or more stringent laws or regulations, the compliance with which may
cause us to incur significant costs which we may be unable to pass on to our customers and may
take significant time which may affect or interrupt our operations.

Our employees could act contrary to our interest and instructions, engage in corrupt or
other improper practices and harm our reputation, sales and business prospects.

Our employees may fail to comply with our guidelines and authorisations, engage in
illegal practices, provide information that is contrary to information we provide or otherwise
provide inaccurate, misleading or incomplete information about our products. As a result, our
customers may misunderstand or misuse our products, and we or our products may be exposed
to negative publicity, unfavorable consumer perceptions or liability. If our employees engage
in behaviors that are contrary to our policies, our reputation may be harmed, and our sales and
business prospects may suffer and our products may be seized, and any of which could
adversely affect our reputation, sales and business prospects.

In the pharmaceutical product industries, corrupt practices, include, among others,
acceptance of kickbacks, bribes or other illegal gains or benefits by employees from suppliers
and other service providers in connection to the procurement of certain products. Although our
company policies prohibit our employees from engaging in unlawful act, we may not be able
to effectively control the conduct of. If our employees engage in unlawful conduct such as

violating applicable anti-corruption laws, we could be required pay damages or fines, which
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could have a material adverse effect on our business, financial condition and results of
operations. Furthermore, we could be held liable for actions taken by our employees, including
any violations of applicable law in connection with the marketing or sale of our products, or
anti-corruption laws and regulations of China or other jurisdictions. It is also possible that the
PRC government could adopt new or different regulations affecting the way in which
pharmaceutical products can be sold to address anti-corruption or other concerns.

Moreover, PRC laws and regulations relating to incentive payments are not always clear.
As a result, we, our employees could make certain payments in connection with the promotion
of sales of our products or services which at the time are considered by us or them to be legal
but are later deemed impermissible by the PRC government authorities. Moreover, the PRC
government authorities have recently increased their efforts to combat corrupt, illegal or
improper business practices in the PRC pharmaceutical industry, which could subject our
employees to increased scrutiny. If our employees, either knowingly or unknowingly, engage
in corrupt or improper conduct in connection with the marketing, promotion or sales of our
products. Our brand and reputation and our sales activities could be materially and adversely
affected.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Changing economic, political and social conditions or government policies in the PRC
could affect our business and prospects

The economy of the PRC differs from the economies of most developed countries in many
respects, including but not limited to structure, level of governmental involvement, level of
development, growth rate, control of foreign exchange and allocation of resources.

The PRC economy has been in transition from a planned economy to a more
market-oriented economy. The PRC government has implemented economic reform measures
emphasising responsiveness to market forces in the development of the PRC economy. Yet, the
PRC government continues to play a highly significant role in regulating industries by
imposing industrial policies. Despite the implementation of such reforms, we cannot predict
whether changes in the PRC’s political and social conditions, laws, regulations and policies
will have any adverse effect on our current or future business, results of operations or financial
condition. As our Group places a high degree of reliance on the PRC market, any decrease in
sales in the PRC market may materially and adversely affect our business, financial conditions
and results operations.

Uncertainties in the PRC legal system may have a material adverse effect on us

A substantial part of our operations are conducted in the PRC and most of our employees
are PRC citizens. Our operations are therefore generally affected by and subject to the PRC
legal system and PRC laws and regulations. Since the late 1970s, a substantial number of new
laws and regulations covering general economic matters have been promulgated in the PRC.

Despite these efforts, the legal system of the PRC is still evolving. Even where adequate law
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exists in the PRC, the enforcement of laws or contracts based on existing law may be uncertain,
and it may be difficult to obtain swift and equitable enforcement, or to obtain enforcement of
a judgment by a court of another jurisdiction. The PRC legal system is based on written statutes
and their interpretation, and prior court decisions may be cited for reference but have limited
weight as precedents. The relative inexperience of the PRC’s judiciary in many cases creates
additional uncertainty as to the outcome of any litigation. In addition, interpretation of statutes
and regulations may be subject to government policies reflecting domestic political changes.

It may be difficult to effect services of process upon us or our Directors or senior
management who reside in the PRC or to enforce non-PRC court judgments against them
in the PRC

Substantially all of our assets are located within the PRC. The PRC does not have treaties
providing for the reciprocal recognition and enforcement of judgments of courts with many
countries, including Japan, the United States and the United Kingdom. Therefore, it may be
difficult for you to enforce against us, any of our Directors or our senior management in the
PRC any judgments obtained from non-PRC courts.

Fluctuations in foreign exchange rates and government control in currency conversion
may adversely affect our results of operations and financial condition as well as our
ability to remit dividends

The RMB is not a freely convertible currency. In the PRC, the conversion of the RMB into
foreign currencies, including the HK dollars and US dollars, is based on rates set by the PBOC.
The official exchange rate for the conversion of the RMB to US dollars had generally been
stable from 1994 until July 2005, when the PRC government introduced a managed floating
exchange regime based on market supply and demand with reference to a basket of currencies.
On 21 July 2005, or the effective date of the new regime, the RMB appreciated against the US
dollars and HK dollars by approximately 2.0%. On 23 September 2005, the PRC government
widened the daily trading band for the RMB against non-US dollar currencies from 1.5% to
3.0% to improve the flexibility of the new foreign exchange system. It is uncertain if the
exchange rates of the HK dollars and US dollars against the RMB will further fluctuate. In
addition, since our revenue and net profit are denominated in RMB, any depreciation of the
RMB would materially and adversely affect the value of, and any dividends payable on, our
Shares in foreign currency terms.

We rely on dividends paid by our subsidiaries for our cash needs, and limitations under
the PRC laws on the ability of our PRC subsidiaries to distribute dividends to us could
adversely affect our ability to utilise such funds

Our Company is a holding company incorporated in the Cayman Islands and our
operations are conducted through our subsidiaries in the PRC. Therefore, the availability of
funds to pay dividends to our Shareholders and to service our indebtedness depends on
dividends received from these subsidiaries. If our subsidiaries incur any debt or losses, such
indebtedness or loss may impair their ability to pay dividends or other distributions to us. As
a result, our ability to pay dividends or other distributions and to service our indebtedness will
be restricted.

_54 —



RISK FACTORS

PRC law requires that dividends be paid only out of the net profit calculated according
to PRC accounting principles, which differ in many aspects from generally accepted
accounting principles in other jurisdictions, including IFRS. PRC law also requires foreign-
invested enterprises, such as our subsidiaries in China, to set aside part of their net profit as
statutory reserves, which are not available for distribution as cash dividends.

PRC regulations of loans and direct investment by offshore holding companies to PRC
entities may delay or prevent us from using the proceeds of the Global Offering to make
loans or capital contributions to our PRC subsidiaries, which could materially and
adversely affect our liquidity and our ability to fund and expand our business

In utilising the proceeds from the Global Offering, as an offshore holding company of our
PRC operating subsidiaries, we may make loans to our PRC subsidiaries, or we may make
additional capital contributions to our PRC subsidiaries. Any loans to our PRC subsidiaries are
subject to PRC regulations and approvals. For example, loans by us to foreign invested
enterprises cannot exceed statutory limits and must be registered with the PRC State
Administration of Foreign Exchange, or SAFE, or its local counterparts; and loans by us to
domestic PRC enterprises must be approved by the relevant government authorities and must
also be registered with SAFE or its local counterparts.

We may also decide to finance our subsidiaries by means of capital contributions. These
capital contributions must be approved by the MOFCOM or its local counterpart. Because
certain of our subsidiaries are domestic PRC enterprises, we are not likely to finance their
activities by means of capital contributions due to regulatory issues relating to foreign
investment in domestic PRC enterprises, as well as licensing and other regulatory issues. We
cannot assure you that we can obtain these government registrations or approvals on a timely
manner, if at all, with respect to future loans or capital contributions by us to any of its
subsidiaries. If we fail to receive such registrations or approvals, our ability to use the proceeds
from our initial public offering and to capitalise our PRC operations would be negatively
affected, which would adversely and materially affect our liquidity and our ability to expand
our business.

We may be treated as a PRC tax resident enterprise under the EIT law, which may subject
us to PRC income taxes on our worldwide income

We are a holding company incorporated in the Cayman Islands. However, under the PRC
Enterprise Income Tax Law (13 A RILANEI £ Hi1%), which came into effect on 1
January 2008 (the “EIT Law”), and its implementation rules, enterprises organised under the
laws of jurisdictions outside the PRC with their “de facto management bodies” located within
the PRC may be considered “PRC tax resident enterprises” and subject to a uniform 25% PRC
income tax on their worldwide income. The implementation rules to the EIT Law define the
term “de facto management body” as body that has material and overall management and
control over the manufacturing and business operations, personnel and human resources,
finances and treasury, and acquisition and disposition of properties and other assets of an

enterprise.
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The SAT issued the Notice on Identifying Chinese-Controlled Offshore Enterprises as
Chinese Resident Enterprises in accordance with Criteria for Determining Place of Effective
Management (A SR AN I o 48 R0 A SE AR B R/ M A A ME 0 2 5 s R A S A T REL Y
M) and the Administrative Measures on the Corporate Income Tax of Chinese-Controlled
Offshore Incorporated Resident Enterprises (Trial) (5240t it ob & 122 1 Ja B AR 36 i 19 4 78 3L
%GAAT)) in April 2009 and July 2011, respectively, which set out certain criteria for specifying
what constitutes a “de facto management body” in respect of enterprises that are established
offshore by PRC enterprises. However, no such criteria are provided in these or other
publications by the SAT in respect of enterprises established offshore by private individuals or
foreign enterprises like us.

As a result, it is unclear whether we will be deemed to be a “PRC tax resident enterprise”
for the purpose of the EIT Law even though substantially all of the operational management
of our Company is currently based in the PRC. We are currently not treated as a PRC resident
enterprise by the relevant tax authorities. Nonetheless, we cannot assure you that we will not
be treated as a PRC resident enterprise under the EIT Law and not be subject to the enterprise
income tax rate of 25% on our global income in the future. If we were treated as “PRC tax
resident enterprise”, we would be subject to PRC income taxes on our worldwide income,
which may adversely affect our profitability and distributable profit to our Shareholders.

Gains on the sales of shares and dividends on the shares may be subject to PRC income
taxes

Under the EIT Law and its implementation rules, PRC withholding tax at the rate of 10%
is applicable to dividends payable by “PRC tax resident enterprises” to investors that are
“non-PRC residents”, that is, investors that do not have an establishment or place of business
in the PRC, or that have such establishment or place of business but the relevant income is not
effectively connected with the establishment or place of business, to the extent such dividends
have their source within the PRC. Similarly, any gain realised on the transfer of shares of “PRC
tax resident enterprises” by such investors is also subject to PRC income tax, usually at rate
of 10% unless otherwise reduced or exempted by relevant tax treaties or similar arrangements,
if such gain is regarded as income derived from sources within the PRC.

We are a holding company incorporated in the Cayman Islands and substantially all of our
operations are in the PRC. There is uncertainty whether we will be considered a “PRC tax
resident enterprise” for the purpose of the EIT Law. As a result, it is unclear whether dividends
paid on our Shares, or any gain realised from the transfer of our Shares, would be treated as
income derived from sources within the PRC and would as a result be subject to PRC income
tax. If we are considered a “PRC tax resident enterprise”, then any dividends paid to our
Shareholders that are “non-PRC residents” and any gains realised by them from the transfer of
our Shares may be regarded as income derived from PRC sources and, as a result, would be
subject to a 10% PRC income tax, unless otherwise reduced or exempted. It is unclear whether,
if we are considered a “PRC tax resident enterprise”, our Shareholders would be able to claim
the benefit of income tax treaties or agreements entered into between PRC and other countries
or regions. If dividends payable to our non-PRC Shareholders that are “non-PRC residents”, or
gains from the transfer of our Shares are subject to PRC tax, the value of such non-PRC
Shareholders’ investment in our Shares may be materially and adversely affected.
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We face uncertainty with respect to PRC tax obligations in connection with direct and
indirect transfers of equity interests in PRC resident enterprises through their non-PRC
holding companies

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for
Share Transfers by Non-PRC Resident Enterprises ( B s JF Jai R A S5 I RE g 15 2%
S BUE FERYMEAT) ), or SAT Circular 698, issued by the State Administration of Taxation of
the PRC on 10 December 2009 with retroactive effect from 1 January 2008, where a foreign
investor transfers its indirect equity interest in a PRC resident enterprise by disposing of its
equity interests in an overseas holding company, or an “Indirect Transfer”, and such overseas
holding company is located in a tax jurisdiction that: (i) has an effective tax rate less than
12.5%; or (ii) does not tax foreign income of its tax residents enterprises, the foreign investor
must report to the competent tax authority of the PRC resident enterprise such Indirect Transfer
within 30 days from the date of the share transfer agreement is signed. Using a “substance over
form” principle, the PRC tax authority may disregard the existence of the overseas holding
company if it lacks a reasonable commercial purpose and was established for the purpose of
avoiding PRC tax. As a result, gains, if any, derived from such Indirect Transfer may be subject
to PRC withholding income tax at a rate of 10.0%.

There is uncertainty as to the application of SAT Circular 698. For example, while the
term “Indirect Transfer” is not clearly defined in Circular 698, it is understood that the relevant
PRC tax authorities have jurisdiction regarding requests for information over a wide range of
foreign entities having no direct contact with China. In addition, to date there have not been
any formal declarations with regard to how to determine whether a foreign investor has adopted
an abusive arrangement in order to avoid PRC tax. We intend to manage the Reorganisation in
such a manner that the steps should not be fallen within the scope of Circular 698, although
this cannot be guaranteed that the PRC tax authorities would hold the same view. As a result,
we may be required to expend resources to comply with SAT Circular 698 or to establish that
SAT Circular 698 is not applicable to the Reorganisation, all of which may have an adverse
effect on our results of operations and financial conditions.

RISKS RELATING TO THE SHARES AND THE GLOBAL OFFERING

An active trading market in our Shares may not develop, which could have a material
adverse effect on the Share price and your ability to sell your Shares

Prior to the Global Offering, there has been no public market for our Shares. The initial
issue price range for our Shares was the result of negotiations among us and the Sole Global
Coordinator (for itself and on behalf of the Underwriters), and the Offer Price may differ
significantly from the market price for our Shares following the Global Offering. We expect
our Shares to be listed on the Stock Exchange. A listing on the Stock Exchange, however, does
not guarantee that an active trading market for our Shares will develop, or if it does develop,
will be sustained following the Global Offering or that the market price of our Shares will not
decline following the Global Offering. Furthermore, the price and trading volume of our Shares

may be volatile.
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The following factors could cause the market price of our Shares following the Global
Offering to vary significantly from the Offer Price:

. variation in our turnover, earnings and cash flow;

. liability claims brought against us based on, for example, defective products or

safety-related regulatory actions;
. our failure to execute our strategy;

. any unexpected business interruptions resulting from operational breakdowns or

natural disasters;

. inadequate protection of our intellectual property or legal proceedings brought

against us for infringement of third parties’ intellectual property rights;
. any major changes in our key personnel or senior management;
. our inability to obtain or maintain regulatory approval for our products; and
. political, economic, financial and social developments.

You will experience immediate dilution in the pro forma adjusted consolidated net
tangible asset value per Share if the Offer Price is higher than our net tangible asset value
per Share, and may experience further dilution if we issue additional Shares in future

The Offer Price of our Shares is higher than the net tangible asset value per Share
immediately prior to the Global Offering. Therefore, purchasers of our Shares in the Global
Offering will experience an immediate dilution in pro forma net tangible asset value to
HK$1.13 per Share, based on HK$2.705 per Share, being the mid-point of the indicative offer
price range of HK$2.29 to HK$3.12, assuming that the Over-allotment Option will not be
exercised. In order to expand our business, we may consider offering and issuing additional
Shares in the future. Purchasers of our Shares may experience dilution in the net tangible asset
value per Share of their Shares if we issue additional Shares in the future at a price which is
lower than the net tangible asset value per Share at that time.

Certain facts and statistics in this prospectus relating to the PRC economy and the
pharmaceutical industry are derived from official government publications and the
industry report prepared by the independent industry consultant, which have not been
independently verified by us

Facts, statistical and forecast information relating to China, the Chinese economy and the
pharmaceutical market contained in this prospectus have been compiled from various publicly
available official governmental sources and the Frost & Sullivan Report. While we have taken
reasonable care in the reproduction of the information, it has not been prepared or
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independently verified by us, the Sole Sponsor, the Underwriters or any of our or their
respective affiliates or advisors, and, therefore, we cannot assure you as to the accuracy and
reliability of such facts, forecasts and statistics, which may not be consistent with other
information compiled inside or outside the PRC. Such facts forecasts and statistics include the
facts forecasts and statistics used in the sections headed “Summary”, “Risk factors”, “Industry
overview” and “Business” in this prospectus. Because of possibly flawed or ineffective
collection methods or discrepancies between published information and market practice and
other problems, the statistics herein may be inaccurate or may not be comparable to statistics
produced for other economies, and you should not place undue reliance on them. Furthermore,
we cannot assure you that they are stated or compiled on the same basis, or with the same

degree of accuracy, as similar statistics presented elsewhere.

In all cases, you should consider carefully how much weight or importance you should

attach to or place on such facts, forecasts or statistics.

No person is authorised to give any information in connection with the Global Offering
or to make any representation not contained in this prospectus and the Application Forms, and
any information or representation not contained herein must not be relied upon as having been
authorised by us, the Controlling Shareholders, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers, the Sole Sponsor and the Underwriters, any of our or
their respective directors, officers, agents, employees or advisors or any other party involved
in the Global Offering.

You may face difficulties in protecting your interests because we are incorporated under
Cayman Islands law, and these laws relating to the protection of interests of minority
shareholders differ in some respects from those in Hong Kong and other jurisdictions

Our corporate affairs are governed by, among other things, the Articles of Association, the
Companies Law and common law of the Cayman Islands. The rights of Shareholders to take
action against our Directors, actions by minority Shareholders and the fiduciary
responsibilities of our Directors to us are to a large extent governed by the common law of the
Cayman Islands and our Articles of Association. The common law of the Cayman Islands is
derived in part from comparatively limited judicial precedent in the Cayman Islands as well as
that from English common law, which has persuasive, but not binding, authority on a court in
the Cayman Islands. The laws of the Cayman Islands relating to the protection of the interests
of minority Shareholders differ in some respects from those in Hong Kong and other
jurisdictions. The remedies available to the minority Shareholders may be different compared
to the laws of other jurisdictions. See “Summary of the constitution of our Company and

Cayman Islands company laws” in Appendix III to this prospectus.
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Our Controlling Shareholders and their close associates have significant influence over
our Company and their interests may not be aligned with the interests of our other
Shareholders

Immediately following the Global Offering and the Capitalisation Issue, our Controlling
Shareholders, collectively, will hold in aggregate 67.5% of our issued Shares, assuming the
Over-allotment Option is not exercised. Our Controlling Shareholders will, through their
voting power at the Shareholders’ meetings and their delegates on the Board, have significant
influence over our business and affairs, including decisions with respect to mergers or other
business combinations, acquisition or disposition of assets, issuance of additional shares or
other equity securities, timing and amount of dividend payments, and our management. Our
Controlling Shareholders may not act in the best interests of our minority Shareholders. In
addition, without the consent of our Controlling Shareholders, we could be prevented from
entering into transactions that could be beneficial to us. This concentration of ownership may
also discourage, delay or prevent a change in control of our Company, which could deprive our
Shareholders of an opportunity to receive a premium for the Shares as part of a sale of our

Company and may significantly reduce the price of our Shares.

The initial trading price of our Shares could be lower than the Offer Price

The price and trading volume of the Shares may be highly volatile. Factors such as
variations in our revenue, earnings and cash flow, announcements of new technologies,
strategic alliances or acquisitions, industrial or environmental accidents suffered by us, loss of
key personnel, changes in ratings by financial analysts and credit rating agencies, litigation or
fluctuations in the market prices for the merchandise sold could cause large and sudden
changes in the volume and price at which the Shares will trade. Therefore, the original share
price may be lower than the offer price. In addition, the Stock Exchange and other securities
markets have from time to time experienced significant price and volume fluctuations that are
not related to the operating performance of any particular company. These fluctuations may

also materially and adversely affect the market price of the Shares.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

The following information is provided for guidance only. Prospective applicants for
the Offer Shares should consult their financial advisers and take legal advice, as
appropriate, to inform themselves of, and to observe, all applicable laws and regulations
of any relevant jurisdiction. Prospective applicants should inform themselves as to the
relevant legal requirements of applying for the Offer Shares and any applicable exchange
control regulations and applicable laws in the countries of their respective citizenship,
residence and domicile.

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (WUMP)
Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws
of Hong Kong) and the Listing Rules for the purpose of giving information about our Group.
Our Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief, the information contained in this prospectus is accurate and complete in
all material respects and not misleading or deceptive, and there are no other matters the

omission of which would make any statement herein or this prospectus misleading.

The Global Offering is made solely on the basis of the information contained and the
representations made in this prospectus and the related Application Forms. No person is
authorised in connection with the Global Offering to give any information or to make any
representation not contained in this prospectus and the related Application Forms, and any
information or representation not contained herein much not be relied upon as having been
authorised by our Company, the Sole Global Coordinator, the Joint Bookrunners, the Joint Lead
Managers, the Sole Sponsor, the Underwriters, any of their respective directors or affiliates of

any of them or any other person or party involved in the Global Offering.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offer which
forms part of the Global Offering. For applicants under the Hong Kong Public Offer, this
prospectus and the related Application Forms contain the terms and conditions of the Hong
Kong Public Offer. The Listing is sponsored by the Sole Sponsor. The Hong Kong Public Offer
is fully underwritten by the Hong Kong Underwriters and the International Placing is expected
to be fully underwritten by the International Underwriters. The Global Offering is subject to
our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters)
agreeing on the Offer Price. The Global Offering is managed by Sole Global Coordinator. If,
for any reason, the Offer Price is not agreed upon among our Company and the Sole Global
Coordinator (for itself and on behalf of the Underwriters), the Global Offering will not proceed
and will lapse. For further information, please refer to the section headed “Underwriting” in

this prospectus.
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RESTRICTIONS ON SALE OF OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares, other than
in Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong
Kong. Accordingly, and without limitation to the following, this prospectus may not be
used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction
or in any circumstances in which such an offer or invitation is not authorised or to any
person to whom it is unlawful to make such an offer or invitation.

The Offer Shares are offered to the public in Hong Kong for subscription solely on the
basis of the information contained and the representations made in this prospectus and the
Application Forms. No person is authorised to give any information or to make any
representation not contained in this prospectus and the Application Forms, and any information
or representation not contained herein must not be relied upon as having been authorised by our
Company, the Sole Global Coordinator, the Joint Bookrunners, the Joint Lead Managers, the
Sole Sponsor, the Underwriters, any of their respective directors or affiliates of any of them or
any other person or party involved in the Global Offering.

Each person acquiring the Offer Shares will be required to, or be deemed by his
acquisition of Offer Shares, to confirm, that he is aware of the restrictions on offers and sale
of the Offer Shares described in this prospectus and that he is not acquiring, and has not been

offered any Offer Shares in circumstances contravene any such restrictions.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of, and
permission to deal in, the Shares in issue and to be issued pursuant to the Global Offering
(including the additional Shares which may be issued pursuant to the exercise of the
Over-allotment Option) and any Shares which may be issued under the Capitalisation Issue.
Save as disclosed in this prospectus, no part of the share or loan capital of our Company is
listed on or dealt in on any other stock exchange and no such listing or permission to list is
being or proposed to be sought in the near future.

The Shares will be traded in board lots of 1,000 Shares. The stock code of the Shares is
6118.

HONG KONG BRANCH SHARE REGISTER AND STAMP DUTY

All Offer Shares subscribed for pursuant to applications made in the Hong Kong Public
Offer will be registered on our Company’s branch share register of members to be maintained
in Hong Kong by our branch share registrar and transfer office, Tricor Investor Services
Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong. Our Company’s
principal register of members will be maintained in the Cayman Islands by Codan Trust
Company (Cayman) Limited at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands.
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Dealings in Offer Shares registered in the branch share register of members of our
Company maintained in Hong Kong will be subject to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding and dealing in the Offer Shares. None of our Company, the Sole Global Coordinator,
the Joint Bookrunners, the Joint Lead Managers, the Sole Sponsor, the Underwriters, any of
their respective directors or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the
subscription, purchase, holding or disposition of Offer Shares.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for Hong Kong Offer Shares is set out in the section headed
“How to apply for the Hong Kong Offer Shares” in this prospectus and on the relevant
Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
sections headed “Structure and conditions of the Global Offering” and “How to apply for the
Hong Kong Offer Shares — Terms and conditions of an application” in this prospectus.

ROUNDING

Certain monetary amounts included in this prospectus have been subject to rounding
adjustments; accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures which precede them.

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares on the Stock
Exchange as well as the compliance with the stock admission requirements of HKSCC, the
Offer Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the date of commencement of dealings in the Shares on
the Stock Exchange or on any other date HKSCC chooses. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second business
day after any trading day. All activities under CCASS are subject to the General Rules of
CCASS and CCASS Operational Procedures in effect from time to time. All necessary
arrangements have been made for the shares to be admitted into CCASS. Investors should seek
the advice of their stockbroker or other professional advice for details of this settlement
arrangements and how such arrangements will affect their rights and interests.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Set out below are the directors of the Company, further information is disclosed in the

“Directors, senior management and staff” section of this prospectus.

Name Address Nationality

Executive Directors

Mr. Ho Kwok Keung, Mars 19/F, Block 38, Celestial Heights British
(T 52 80 Sheung Shing Street
Ho Man Tin
Kowloon
Hong Kong
Mr. Ho Kin Hung (fiT#4L) Flat C, 21/F, BLK 8 Chinese

Villa Athena

600 Sai Sha Road
Ma On Shan
New Territories
Hong Kong

Mr. Chen Yuewu (Fii#E) 6-1-3002 Rongjing Yuan Chinese
7 He Ping Dong Road
Shijiazhuang
Hebei Province
PRC

Madam Zhou Ning (J#%£) Room 2303, Block 2 Chinese
Guan Jun Cheng
Nanshatan 66 Yuan
Chaoyang District
Beijing
PRC
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Non-executive Directors

Mr. Enzo Barazetti

Madam Ji Lingling (Z232 )

Viale delle Rimembranze di Greco n. 1
20125 Milano
Italy

Room 706, Block 5

Linglong Shan Project

3 Sanjian Fang Xiang Xin Fang Rd
Chaoyang District

Beijing

PRC

Independent non-executive Directors

Mr. Cheung Lap Kei (5 37.%%)

Madam Chiu Hoi Shan (#5/3t)

Mr. Raco Ivan Jordanov

(alias Racho Jordanov)

24/F, Flat F, Block 1
Tsuen Kam Centre
Tsuen Wan

New Territories
Hong Kong

Flat F, 18th Floor, Block 2
1 Austin Road West

The Harbourside

Tsim Sha Tsui

Kowloon, Hong Kong

15345 Via Simpatico Rancho Santa Fe

CA 92091
USA
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Sole Global Coordinator

Joint Bookrunners

Joint Lead Managers

Haitong International Capital Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

KGI Capital Asia Limited
41/F Central Plaza

18 Harbour Road, Wanchai
Hong Kong
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Legal advisers to our
Company

Legal advisers to the
Sole Sponsor and the
Underwriters

As to Hong Kong law:

Leung & Lau

Units 7208-10, 72nd Floor

The Center, 99 Queen’s Road C.
Central

Hong Kong

As to PRC law:

Jia Yuan Law Offices
F408, Ocean Plaza

158 Fuxing Men Nei Street
Xicheng District

Beijing

PRC

As to Cayman Islands law:

Conyers Dill & Pearman (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

As to BVI law:

Conyers Dill & Pearman
2901 One Exchange Square
8 Connaught Place

Central, Hong Kong

As to Hong Kong law:
Deacons

5th Floor, Alexandra House
18 Chater Road

Central

Hong Kong

As to PRC law:

King & Wood Mallesons
20th Floor, Office Tower East
World Financial Center

1 Dongsanhuan Zhonglu
Chaoyang District

Beijing

PRC
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Auditor and reporting
accountant

Independent industry
consultant

Receiving Bank

PricewaterhouseCoopers
Certified Public Accountants
22nd Floor, Prince’s Building
Central

Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Suite 2802-2803, Tower A

Dawning Center

500 Hongbaoshi Road

Shanghai

PRC

The Bank of East Asia, Limited

10 Des Voeux Road Central
Hong Kong

— 68 —



CORPORATE INFORMATION

Registered office

Principal place of business in Hong Kong

Headquarter and principal place of
business in the PRC

Company’s website

Company secretary

Authorised representatives
(for the purpose of the Listing Rules)

Authorised representatives
(for the purpose of the Companies
Ordinance)

Cricket Square, Hutchins Drive
P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Workshop 6 on 1/F.

New Trade Plaza

No. 6 On Ping Street, Shatin
New Territories

Hong Kong

Room 1801, Building B
Chaowai Men Office Building
No. 26 Chaowai Street
Chaoyang District

Beijing

PRC

www.austar.com.hk
(information on the website does not form
part of this prospectus)

Mr. Chen Wai Chung, Edmund (FHE)
HKICPA

Flat A, 16/F, Tower III

Harbour Place

8 Oi King Street

Hunghom

Kowloon

Hong Kong

Madam Zhou Ning
Mr. Chen Wai Chung, Edmund

Mr. Ho Kwok Keung Mars

19/F, Block 38, Celestial Heights
80 Sheung Shing Street

Ho Man Tin

Kowloon

Hong Kong

Mr. Chen Wai Chung, Edmund
Flat A, 16/F, Tower III
Harbour Place

8 Oi King Street

Hunghom

Kowloon

Hong Kong
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Compliance adviser

Audit committee

Remuneration committee

Nomination committee

Corporate governance committee

Risk management committee

Principal share registrar and transfer
office in the Cayman Islands

Hong Kong branch share registrar and
transfer office

Principal bankers

Haitong International Capital Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Mr. Cheung Lap Kei (5&37.3%) (Chairman)
Madam Chiu Hoi Shan (gLt
Madam Ji Lingling (%)

Madam Chiu Hoi Shan (i 5/3ft)
(Chairlady)

Mr. Cheung Lap Kei (3&37%E)

Mr. Enzo Barazetti

Mr. Ho Kwok Keung, Mars ({][E %)
(Chairman)

Mr. Cheung Lap Kei (5&37.%5)

Madam Chiu Hoi Shan (i &/Lft)

Madam Zhou Ning (Ji%2) (Chairlady)
Mr. Ho Kwok Keung, Mars (fi] [ &)
Madam Chiu Hoi Shan (&5

Madam Zhou Ning (Ji%) (Chairlady)
Mr. Enzo Barazetti
Madam Ji Lingling (¥ )

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

Bank of China

Songjiang Sub-Branch of Shanghai
No. 208, Middle Zhongshan Road
Songjiang District

Shanghai

PRC
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INDUSTRY OVERVIEW

This section contains information which is derived from official government
publications and Independent Third Party publications, which include a report we
commissioned from Frost & Sullivan. The information extracted from the Frost &
Sullivan Report reflects estimates of market conditions based on samples, and is prepared
primarily as a marketing research tool. References to Frost & Sullivan should not be
considered as opinion of Frost & Sullivan as to the value of any security or the
advisability of investing in us.

Our Directors believe that the official government publications and sources of the
information extracted from the Frost & Sullivan are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such
information. Our Directors have no reason to believe that such information is false or
misleading or that any material fact has been omitted that would render such information
false or misleading. The information extracted from the official government publications
and the Frost & Sullivan Report has not been independently verified by us, or any of our
or its, affiliates or advisers, nor by the Sole Sponsor, the Underwriters, the Sole Global
Coordinator, the Joint Bookrunners, the Joint Lead Managers or any of their respective
directors, affiliates or advisers or any party involved in the Global Offering. Further, the
information from official government publications may not be consistent with information
available from other sources within or outside the PRC. We, our affiliates or advisers, the
Sole Sponsor, the Underwriters, the Sole Global Coordinator, the Joint Bookrunners, the
Joint Lead Managers, or their respective directors, affiliates or advisers, or any party
involved in the Global Offering do not make any representation as to the accuracy,
completeness or fairness of such information and, accordingly, you should not unduly rely
on such information.

SOURCES OF INFORMATION
Report commissioned from Frost & Sullivan

We engaged Frost & Sullivan to undertake a research on the pharmaceutical market in the
PRC and the global market at a fee of approximately RMB920,000, which includes
pharmaceutical equipment, process system and service market we compete in. Our Directors
are of the view that the payment of the fee does not affect the fairness of conclusions drawn
in the Frost & Sullivan Report. Our Directors confirm that Frost & Sullivan, including all of
its subsidiaries, divisions and units, is independent of and not connected to us in any way.

About Frost & Sullivan

Frost & Sullivan is an independent global consulting firm founded in 1961 and has over
40 global offices with more than 2,000 industry consultants, market research analysts,
technology analysts and economists. It offers industry research, market strategies, provides
growth consulting and corporate training. Its industry coverage in China includes agriculture,
forestry, husbandry and fishery, automotive and transportation, chemicals, materials, food and
beverage, airlines and aviation, financial services, retail and consumer goods, energy and
power systems, environment and building technologies, healthcare, industrial automation,
machinery, and electronics, metals and mining, and technology, media, and telecom. The Frost
& Sullivan report that our Group commissioned includes both historical and forecast
information on the pharmaceutical market as well as the economies of the PRC and other
economic, and industry data, which have been quoted in this prospectus.
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Research Methodology and Assumptions

Frost & Sullivan’s independent research was undertaken through both secondary and
primary research obtained from various official government publications as well as information
provided by international organizations and industry sources. Secondary research involved
reviewing company reports, independent research reports and data based on Frost & Sullivan’s
own research database. Primary research involved interviews with leading industry participants
in the pharmaceutical industry and related industry experts. Frost & Sullivan has assumed that
the information and data, which it obtained from independent third parties and publicly
available data, are complete and accurate. The information contained herein has been obtained
from sources which Frost & Sullivan believes are reliable, but there can be no assurance as to
the accuracy or completeness of any such information, and may be affected by the accuracy of

the assumptions and the choice of these parameters.

The bases and assumptions for the projections in the Frost & Sullivan report include the
following:

1) The PRC economy is likely to witness steady growth in the forecast period of 2014
to 2019.

2)  The PRC’s social, economic and political environment is likely to remain stable in
the forecast period of 2014 to 2019, which ensures the steady growth of the

pharmaceutical industry.

3) The forecast excludes any extreme scenarios in which the market may be impacted
dramatically or fundamentally such as natural disasters or the wide outbreak of

diseases which may affect the pharmaceutical industry.

OVERVIEW OF MACRO-ECONOMIC ENVIRONMENT IN CHINA

As one of the most important economies in the world, China has experienced robust
economic growth since the onset of the economic reform. The total population of the PRC
increased from 1,328.0 million in 2008 to 1,360.8 million in 2013 and is expected to increase
further to 1,401.1 million in 2019. While export remains a major growth driver for the PRC,
it has gradually shifted its focus from being an export-oriented economy to one that is
increasingly driven by domestic consumption. Urban disposable income in the PRC has been
growing significantly since 2008. Per capita annual disposable income of urban households in
the PRC increased from RMB15,781.0 in 2008 to RMB26,955.0 in 2013, representing a CAGR
of 11.3%. Given the expectation of continuous economic growth in the PRC, it is expected to
increase further to RMB45,071.1 in 2019, representing a CAGR of 9.2% from 2014 to 2019.
The expected increases in population and purchasing power of urban residents are driving the
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growing pharmaceutical market in the PRC. The following chart illustrates the per capita
annual disposable income of urban households in the PRC from 2008 to 2013 and the forecast
from 2014 to 2019.

PRC per capita annual disposable income of
urban households, 2008-2019E
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Source: Frost & Sullivan

Per capita net income of rural households in the PRC increased from RMB4,760.6 in 2008
to RMBS,896.0 in 2013, representing a CAGR of 13.3%. Given the expectation of continuous
economic growth of the PRC, it is expected to increase further to RMB15,616.2 in 2019,
representing a CAGR of 10.1% from 2014 to 2019. The introduction of a rural co-operative
medical insurance scheme provided greater accessibility and raised rural resident’s demand for
a greater variety of pharmaceutical products. The following chart illustrates the average annual
net income per capita in the PRC for rural households from 2008 to 2013 and the forecast from
2014 to 2019.
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PHARMACEUTICAL INDUSTRY IN THE PRC

Value chain of the pharmaceutical industry in the PRC

The value chain of the pharmaceutical industry in the PRC comprises of 3 main blocks,
(i) the upper stream consists of pharmaceutical equipment manufacture, (ii) the middle stream
consists of pharmaceutical equipment, process systems and services and (iii) the down stream
is the pharmaceutical manufacture. Our business primarily covers the middle stream industry
which is a key sector that connects upper stream of pharmaceutical equipment manufacture and

down stream of pharmaceutical manufacture by providing integrated engineering solutions.

The pharmaceutical equipment, process system and service market in the PRC

The pharmaceutical equipment, process system and service market is a technology
intensive industry, which covers several fields such as pharmaceutical process technology,

machinery manufacturing, automation control, engineering and validations.

Overview of pharmaceutical equipment, process system and service market in the PRC

Since 2008, there has been healthcare reform in the PRC to provide a primary healthcare
system which is both affordable and accessible across urban and rural areas in the PRC. In
particular, China has been implementing public hospital reform, expanding its basic medical
insurance programs and establishing a national essential pharmaceutical product supply system

to meet basic needs for treatment and prevention of diseases.

During 2009 to 2011, the PRC government expanded its basic medical insurance coverage
to approximately 95% of the Chinese population, and thereby established the largest essential
medical insurance system in the world. Since 2003, the PRC government has attempted to
promote the implementation of the new rural cooperative medical insurance scheme to provide
the essential healthcare services to rural residents and extend insurance coverage to the vast
rural areas in the PRC. There are medical insurance schemes led by the government to expand
its coverage in the PRC such as UEBMIS, URBMIS and NRCMIS. According to the PRC
government, China has built its universal medical insurance to cover a population of 1,270
million, 95% of total population by the end of 2010, increasing from 15% of total population
in 2000.
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With the implementation of the new Good Manufacturing Practices (“GMP”), to ensure
products are consistently produced and controlled according to quality standards,
pharmaceutical manufacturers are expected to invest approximately RMBS85 billion in

improvements, updates and new projects.

Fixed Assets Investment of Pharmaceutical Industry,
China, 2008-2019E

RMB billion
1,500 1,371.9 CAGR CAGR
(08-13) (14E-19E)

1,000
35.2% 17.0%

5000

2008 2009 2010 2011 2012 2013 2014E 20I1SE 2016E 2017E 2018E 2019E

- Fixed Assets Investment

Note: Fixed assets investment includes investment in API, dosage, biological pharmaceutical, Chinese
medicine, medical devices, etc.

Source: Frost & Sullivan

Fixed assets investment of China’s pharmaceutical industry increased from RMB107.3
billion in 2008 to RMB485.1 billion in 2013, with a CAGR of 35.2%, due to the
implementation of “National Drug Safety 12th Five Year Plan”, “New Environmental
Standards in Pharmaceutical Industry” and enforcement of new good manufacturing practice
(GMP) standard.

Given the continued government focus on healthcare under the 12th Five-Year Plan for
2011-2015, which implies increasing government investment in healthcare services and the
healthcare infrastructure, and the efforts made by the pharmaceutical manufacturers ahead of
the deadline of enforcement of GMP, the fixed assets investment of China’s pharmaceutical
industry is estimated to reach RMB1,371.9 billion in 2019, representing a CAGR of 17.0%
from 2014 to 2019.
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Market size and growth of pharmaceutical equipment, process system and service market

in the PRC

The market size of pharmaceutical equipment, process system and service market in the
PRC grew at a CAGR of 24.8% from RMB27.0 billion in 2008 to RMBS81.9 billion in 2013 and
is expected to grow at an estimated CAGR of 14.3% from 2014 to 2019. The clean utility,
process system and service market grew at a CAGR of 26.3% from RMB15.1 billion in 2008
to RMB48.5 billion in 2013 and is expected to grow at an estimated CAGR of 15.7% from 2014

to 2019.

Market size of pharmaceutical equipment, process system,
and service market in the PRC, 2008-2019E

RMB billion
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(1)  Market Size is calculated by engineering settlement income, which, as a generally accepted indicator in

engineering market, represents the amount payable to contractors based on the actual construction

progress.

(2)  Clean utility, process system and service includes segments of liquid and bioprocess system, cleanroom
and automation control and monitoring system, powder and solid system, GMP compliance services,

distribution of life science consumables and distribution and agency of pharmaceutical equipment.

Others are the remaining part of the pharmaceutical equipment, process system and service market

including high voltage equipment and communication systems.

Source: Frost & Sullivan
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The market size of the high-end clean utility, process system and service market grew

from RMB2.6 billion in 2008 to RMB11.1 billion in 2013, representing a CAGR of 33.7%. The
market is expected to increase from RMB14.7 billion in 2014 to RMB44.3 billion in 2019,
representing a CAGR of 24.7%. The expected growth in the high-end clean utility, process

system and service market is beneficial to high-end players like our Group.

Market size of clean utility, process system,
and service market breakdown by grade, the PRC,

2008-2019E
RMB billion
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Note: Market size is calculated by engineering settlement income, which, as a generally accepted indicator
in engineering market, represents the amount payable to contractors based on the actual construction

progress.

The market segments of the pharmaceutical equipment, process system and service

market in 2013 is:

Segments Share

(%)
Liquid and Bioprocess System 15.9
Clean Room and Automation Control and Monitoring System 19.7
Powder and Solid System 8.7
GMP Compliance Service 4.1
Life Science Consumables 5.7
Distribution and Agency of Pharmaceutical Equipment 5.2
Others 40.7
Total 100.0

Note: Based on market size of pharmaceutical equipment, process system and service market in 2013. Others
are the remaining part of the pharmaceutical equipment, process system and service market including
high voltage equipment and communication systems.
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Market structure of the pharmaceutical equipment, process system and service market in
the PRC

The market structure is 3 tiered with high-end brand awareness, middle end brand
awareness and low end brand awareness. In the high-end tier there are approximately 10
players who generally deal in two or more segments of business. Such high-end market players
are qualified to provide pharmaceutical equipment, process systems and services to
multinational pharmaceutical manufacturers and large sized domestic pharmaceutical
manufacturers who are involved in sterile active pharmaceutical ingredients, dosage and
biological medicine. Most of the high-end pharmaceutical manufacturers can meet standards
such as the FDA, EMA or WHO. In the overall market, the high-end market players have rich
engineering experience, experienced professionals, advanced project management and
sophisticated equipment. We are a high-end player as and we deal in six segments of the
pharmaceutical equipment, process systems and services business. The middle end brand
awareness tier captures customers from middle to large sized domestic pharmaceutical
manufacturers. These pharmaceutical manufacturers have to meet the China GMP standards.
Players of the low end brand awareness have customer bases of middle to small sized domestic
pharmaceutical manufacturers.

Drivers of the pharmaceutical equipment, process system and service market in China

Factors contributing to the growth of the pharmaceutical equipment, process system and
service market in China include the following:

. China New GMP standard: The new China GMP standards require the
manufacturers of sterile pharmaceuticals including the blood products, vaccines,
injections, etc. to pass the specified standards by the end of 2013. The other
pharmaceutical manufacturers shall pass the required standards before 31 December
2015. This has been creating and is expected to create sustainable revenue in both
new projects and retrofit projects. The pharmaceutical manufacturers who fail to
pass China New GMP standards by 2015 are expected to continue to invest funds in
improvements and updates in forthcoming years. It is estimated that approximately
1,134 pharmaceutical manufacturers are expected to continue to pass China New
GMP standards after 2015. In order to obtain the China New GMP certification, it
is predicted that each pharmaceutical manufacturer will invest RMB150 million to
RMB200 million. Furthermore, the China New GMP standard requires qualified
pharmaceutical manufacturers to achieve GMP compliance on an annual basis so
retrofit projects are generated from such investments.

. Difference in GMP standard between the PRC and the U.S. and Europe: Compared
with the GMP of a mature market, China’s New GMP absorbs the mature markets’
advantages and localises certain aspects to adapt to pharmaceutical industry in the
PRC. As there is a gap in standards between the PRC, the U.S. and Europe, there
exists potential growth for solutions providers to merge foreign technology and
standards with domestic equipment and systems to supply integrated engineering
solutions to domestic pharmaceutical manufacturers.
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Increasing pharmaceutical exports are expected to drive pharmaceutical
manufacturers to adopt more advanced equipment and systems: From 2008 to 2013,
the export value of China’s pharmaceutical industry grew rapidly. The value
increased approximately from USDS.1 billion to USD12.3 billion, representing a
CAGR of 8.7%. Pharmaceutical manufacturers in the PRC are facing higher
standards and more stringent requirements on their operations imposed by both
foreign (FDA, EMA, etc.) and domestic (CFDA) authorities. Therefore, the demand
for machinery reconstruction and equipment upgrade of pharmaceutical
manufacturers is growing, which in turn promotes the demand for pharmaceutical

equipment, process systems and services.

Increasing market share of the high-end tier: Market size of high-end clean utility,
process system and service market was estimated to have increased from RMB2.6
billion in 2008 to RMBI11.1 billion in 2013, representing a CAGR of 33.7%. The
market is expected to increase from RMB14.7 billion in 2014 to RMB44.3 billion
in 2019, representing a CAGR of 24.7%. At the beginning of the China New GMP
applications, many foreign and large sized pharmaceutical manufacturers firstly
invested heavily in improving and updating their systems to ensure quality and
maintain brand awareness. In addition, they also adopted sophisticated equipment
and systems, and utilised advanced processes which were often highly priced. At the
same time, these pharmaceutical manufacturers are also willing to invest in
maintaining GMP compliance in order to achieve sustainable quality control. In
addition, with industry consolidation caused by the introduction of the China New
GMP, many middle-to-small pharmaceutical manufacturers are expected to merge
with foreign and large sized players. These events are a key factor to increase market

size of the high-end segment in the PRC.

Growing market share of the bio-pharmaceutical sector is expected to create
opportunities for market players: The major sales of the bio-pharmaceuticals was
dominated by the mature and developed countries, comprising around 85% in 2013
whereas emerging countries accounted for 14% in 2013. However, as the household
income increases and coverage of health care expands in emerging countries, the
market share of bio-pharmaceuticals is expected to reach 38% in 2019. China, as a
leader of emerging countries in the pharmaceutical manufacture industry, is
expected to face a rising demand for high-end pharmaceutical equipment, process
systems and services, in order to meet the growing demand of bio-pharmaceuticals
in 2019.

Foreign pharmaceutical manufacturers introducing international technologies into
the PRC: Foreign direct investment normally creates positive spill-over effects for
domestic pharmaceutical manufacturers, such as technologies transfer, standards
improvement and training. There is a strong demand for solutions providers which
can provide turn-key projects on combining imported technologies and standards
with local expertise and existing equipment and systems.
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. Increasing labour cost, and low production value per capita increase demand of the
pharmaceutical equipment, process systems and services: From 1990 to 2010, the
growth rate of the working age population was estimated to have decreased from 6%
to 0.3%. The decreasing trend indicates that the PRC is stepping into the economy
with a labour shortage. With factors of rising wages and episodic labour shortages,
pharmaceutical manufacturers had to rely on alternatives, such as using factory
automation solutions. Compared with mature markets in 2013, namely the U.S.,
Japan and Germany, the value of per capita output of pharmaceutical manufacturing
in the PRC remained low in 2013. The 2013 respective per capita output value of
pharmaceutical manufacturing of the U.S., Japan and Germany were 350%, 430%
and 209%, much higher than that of the PRC. As a result, further investments in the
pharmaceutical equipment, process system and service market is expected to
increase PRC’s productivity and quality.

Competitive advantages of our Group

We are a leading provider of integrated engineering solutions with high-end and
comprehensive services and products. In the PRC, we rank the first to third in five of our
business segments. Please refer to the section “Business — Our competitive strengths” for

further details of our Group’s key competitive strengths.

Comparison of pharmaceutical equipment, process system and service market in the PRC

with mature market and emerging market

China was the third largest market of pharmaceutical equipment, process system and
service market in 2013. In terms of market size per capita, there is growth potential for China
to catch up with mature markets. China is treated as one of the most important manufacturing

centre and outsourcing location in the global market.

Compared with products from the mature market in the middle-to-low end tier, China’s
products have a leading advantage in cost. However, in the high-end tier, China’s products lack
competitive edges on technology. In recent years, China’s government has placed more efforts
on developing sophisticated equipment and machinery through technology imports from the

mature market.
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Compared with products from the emerging market, including BRIC and Southeast Asian
countries, China’s products have overall advantages in price, quality and after sales services.
With a large labour force, a growing economy, a strong manufacturing sector and a vast
consumer market, the pharmaceutical equipment, process system and service market in the

PRC is expected to continue to grow.

Market size of pharmaceutical equipment, process
system, and service market, global, 2013

USD billion
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Per capita market size of pharmaceutical equipment,
process system, and service market, global, 2013
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Note: Market size is calculated by engineering settlement income, which, as a generally accepted indicator in
engineering market, represents the amount payable to contractors based on the actual construction progress

Source: Frost & Sullivan

_81-—



INDUSTRY OVERVIEW

Competitive landscape in Pharmaceutical Equipment, process system and service market
in the PRC

The pharmaceutical equipment, process system and service market in the PRC is
fragmented, with only small market share differential among the top players.

According to the Frost & Sullivan Report, our ranking in our individual segments in 2013

are as follows:

Ranking in

the PRC in

2013 in High-end Total market
terms of market share share in the
Business segment revenue in the PRC PRC
(%) (%)
Liquid and Bioprocess System 1 11.7 2.9

Clean Room and Automation Control
and Monitoring System 1 4.2 0.9
Powder and Solid System 3 3.1 0.6
GMP Compliance Service 2 6.4 1.4
Life Science Consumables 1 4.5 1.1

Distribution and Agency of

Pharmaceutical Equipment 7 0.6 0.6

In addition to our Group, leading market players in pharmaceutical equipment, process

system and service market in the PRC includes the following:

. Competitor A has strong competitive edges in the powder and solid system market,
automation control engineering market and GMP compliance service market.
Competitor A is also involved in pharmaceutical equipment manufacturing,
including automatic dosage systems, pulverisers and conveyer systems. Its major
products and services include automatic dosage systems, pulverisers, conveyer
systems, MES systems, batch systems, HVAC automation control systems and
automatic loading and unloading systems. In 2013, it had a market share of 5.6% in
the high-end Powder and Solid System and 3.0% in the high-end Clean Room and
Automation Control and Monitoring System in the PRC.
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. Competitor B is involved in multiple business sectors and offers a variety of services
and products relating to the pharmaceutical process, including pharmaceutical
equipment manufacture and system integration solutions for pharmaceutical
manufacturers. Its major products and services include clean room enclosure, clean
room maintenance, MEP system, GMP validation, automatic control system,
cleaning in place module system, feeding system, utility system and extraction
system. It is a strong competitor in the automation control engineering and clean
room enclosure market. In 2013, it had a market share of 1.8% in the high-end Clean
Room and Automation Control and Monitoring System in the PRC.

. Competitor C is a major competitor in the market and is involved in multiple
business sectors and offers a variety of services and products relating to the
pharmaceutical process. Competitor C has a strong competitive advantage in liquid
system market, GMP compliance service market and clean room engineering market.
Its major products and services include water purifier and distiller, clean steam
generation, cleaning and sterilisation in place module, water systems, clean room
enclosure, automation systems and equipment. In 2013, it had a market share of
2.9% in the high-end Liquid and Bioprocess System, 1.5% in the high-end Clean
Room and Automation Control and Monitoring System and 2.0% in the high-end
GMP Compliance Service in the PRC.

. Competitor D is a large pharmaceutical equipment manufacturer and a service
provider. It is a public company listed on the Shenzhen Stock Exchange. Competitor
D is a strong competitor in liquid system market, powder and solid system market,
clean room enclosure and automation control market. Its major products and
services include freeze dryers, vials automatic loading and unloading systems and
barrier systems. In 2013, it had a market share of 1.8% in the high-end Liquid and
Bioprocess System, 2.0% in the high-end Powder and Solid System and 1.3% in the
high-end Clean Room and Automation Control and Monitoring System in the PRC.

Whilst there are overseas companies which are involved in the pharmaceutical equipment,
process system market, they normally have diverse operation and cover various industries such
as oil and gas, construction and infrastructure. As a result there are no directly comparable
overseas integrated service provider companies in the pharmaceutical equipment, process

system and service market.

Pharmaceutical manufacturers normally have strong bargaining power relative to solution
providers in the pharmaceutical equipment, process system and service market, which

sometimes may result in delayed payment for service rendered. This is common in the industry.
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Barriers to entry

According to the Frost & Sullivan Report, the entry barriers to China’s pharmaceutical
equipment, process system and service market:

Talents, R&D capability and know-how

The pharmaceutical equipment, process system and service market is a technology
intensive industry. It requires engineers to have extensive technical expertise and know-how in
the manufacturing processes of pharmaceutical products. New entrants face hurdles in
recruiting experienced professionals in terms of budget allowances and brand reputation. A
pharmaceutical equipment, process system and service provider is expected to be sensitive to
the development of the pharmaceutical industry, any new and changing policies and regulations
affecting the industry and dynamics of technical innovations. Such market sensitivity is
accumulated through years of experience dealing with customers and attending global seminars
and conferences. It is challenging for new entrants to grasp customers’ needs due to their lack
of experience.

Personnel assets

The sales team of pharmaceutical equipment, process system and service market is
required to have strong sales skills, knowledge of the pharmaceutical manufacture industry and
machinery industry in order to better understand the needs of customers. It is a barrier for new
entrants which can only provide a limited career platform to recruit such talented personnel.

Capital intensiveness

The pharmaceutical equipment, process system and service market is inherently capital

intensive imposing an entry barrier for new entrants.

Brand and reputation

Despite China’s pharmaceutical equipment, process system and service market is
fragmented and highly competitive, it is still characterised by a few well-known brands. These
distributors of well-known brands have loyal and stable customer bases make it difficult for
new entrants.

Absence of network restricts the expansion of the business

Consultancy services and sale of pharmaceutical equipment, process system and service
market require connections with various parties in the industry, such as pharmaceutical
equipment manufacturers, distributors, associations and even governmental authorities. The
absence of network connections further weakens the competitiveness of a new entrant and
restricts the future expansion of the company.

_84 —



INDUSTRY OVERVIEW

Historical price trends of raw materials

Based on different clinical needs, pharmaceutical equipment is usually made of different
types of metal materials. The most widely used metal materials for pharmaceutical equipment
include galvanised sheets, cold-rolled plates, hot-rolled plates, steel wires, deformed steel bars
and medium heavy steel plates. The historical purchasing prices of these major raw materials
have been decreasing. Fluctuations of raw material prices usually influence pharmaceutical
equipment manufacturers’ costs when they directly use the raw materials to produce
components and machinery. Solutions providers which concentrate on solutions development
and equipment assembly are not directly affected by the fluctuation of raw materials prices, as
pharmaceutical equipment manufacturers may hedge its cost against increases in the price of
raw materials. The trend below shows that the price of raw materials is declining. Whilst
increased profit is captured by pharmaceutical equipment manufacturers, the reduction in costs
is not passed onto solutions providers as products are still sold to solutions providers at the
comparable price. Hence, the fluctuation of raw materials prices does not have a material
influence on solutions providers and solutions providers’ purchasing costs were stable during
the Track Record Period. The following chart illustrates the historical prices for major steel
products in the PRC from 2011 to 30 June 2014:

Monthly price trend of major steel product, China, 2011-30 June 2014
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This section sets out an overview of the laws, regulations and rules applicable to our
Group’s business.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT

The Company, an exempted company with limited liability incorporated in Cayman
Islands, is a foreign investor under PRC laws, therefore all of its PRC subsidiaries are
foreign-invested enterprises and are governed by provisions of the Wholly Foreign-owned
Enterprise Law of the PRC ( (3 NRILHBINERFED) ) and the Implementation
Regulation of the Wholly Foreign-owned Enterprise Law ( {H#E A R ILAIE SNE 22 B
AR ).

The Company Law and the Wholly Foreign-owned Enterprise Law of the PRC

The establishment, operation and management of corporate entities in the PRC are
governed by the Company Law of the PRC ( (¥ N RILFE A \]#%) ) (the “PRC Company
Law”), which was promulgated by the Standing Committee of the National People’s Congress
(the “SCNPC”) on 29 December 1993 and became effective on 1 July 1994. It was
subsequently amended on 25 December 1999, 28 August 2004, 27 October 2005 and 28
December 2013 respectively. According to Article 217 of the Company Law of the PRC (
# NRALFEH A ALY ), the companies are classified into categories of limited liability
companies and limited companies by shares. The PRC Company Law shall also apply to
foreign-invested limited liability companies. According to the PRC Company Law, where laws
on foreign investment have other stipulations, such stipulations shall apply.

The establishment procedures, verification and approval procedures, registered capital
requirement, foreign exchange restriction, accounting practices, taxation and labour matters of
a wholly foreign-owned enterprise are also regulated by the Wholly Foreign-owned Enterprise
Law of the PRC ( "3 A RILFFSNE D) ), which was promulgated on 12 April 1986
and amended on 31 October 2000, and the Implementation Regulation of the Wholly
Foreign-owned Enterprise Law ( (h#ARILFEINEBEREMAA) ), which was
promulgated on 12 December 1990 and amended on 12 April 2001.

Catalogue of Industries for Guiding Foreign Investment

Investment in the PRC conducted by foreign investors and foreign-owned enterprises is
governed by the Guidance Catalogue of Industries for Foreign Investment ( ZMpi4% & g 45
BH#) ) (the “Catalogue”). The Catalogue is a long-standing tool that PRC policymakers
have used to manage and direct foreign investment, and has been amended several times. The
Catalogue (2011 Version) was jointly promulgated by the NDRC and the MOFCOM on 24
December 2011, became effective on 30 January 2012. The Catalogue divided foreign
investments in the relevant industry into three categories: encouraged, restricted or prohibited.
The permitted is not listed within the Catalogue. According to the Catalogue, encouraged
investments are eligible to receive certain benefits and incentives from the government, which
may change from time to time; permitted investments are permitted without entry restrictions,
but are not eligible for benefits and incentives from the government; restricted investments are
permitted subject to restrictions; and prohibited investments are where foreign investments are
not allowed.
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None of the Group’s investments in the pharmaceutical equipment industry,
pharmaceutical packaging materials industry, electrical equipment installation industry falls
within the restricted or prohibited category and accordingly, the Group is not subject to

restrictions or prohibitions under the Catalogue.

REGULATIONS OVER RELEVANT INDUSTRIES
Regulations over pharmaceutical equipment industry

The competent authority over pharmaceutical equipment industry

Our Group engages in manufacturing and assembly of pharmaceutical equipment. The
NDRC is the macroscopic competent authority over the pharmaceutical equipment industry
according to applicable laws, which implements macroeconomic regulation and control on
pharmaceutical equipment industry, makes the whole development plan, guides the structural
adjustment, and supervises the reform, technical upgrading and promotion etc. of the whole
industry. The National Pharmaceutical Equipment Standardisation Technical Committee

formulates the criterion of pharmaceutical equipment industry.

According to the General Rules on Pharmaceutical Machinery in Conformity with the
Drug Production Quality Management Standard ( {H¢BEBEARAT 5 85 0 A o B 5 48 PR A 1Y)
HII) ), as a pharmaceutical equipment company in the PRC, we are subject to the supervision

of the NDRC and its local counterparts.
PRC Laws and regulations relating to the quality of pharmaceutical equipment

On February 12, 2011, the Ministry of Health issued the Drug Production Quality
Management Standard (revised in 2010) ( ZESH A EEEEHME) (20104-1&7%])), which
was implemented from March 1, 2011. The Fifth Chapter of this regulation detailed rules on
equipment design, selection, installation, modification and maintenance requirements on the
equipment used by pharmaceutical enterprises. The Article Seventy-one provides that the
design, selection, installation, modification and maintenance of pharmaceutical equipment
must be consistent with the designated use, shall to the utmost reduce pollution, cross
contamination, confusion and error, and shall be convenient for operations, cleaning,
maintenance, disinfection and sterilisation. The Article Seventy-three provides that the
pharmaceutical enterprise should set up and maintain the documents and records of equipment
procurement, installation and confirmation. The Article Seventy-four provides that the
production equipment shall not have any adverse effect on the quality of pharmaceutical
products. The surface of the production equipment, which is directly contacted with
pharmaceutical products, should be smooth, bright, easy to clean or disinfect and corrosion
resistance, shall not set off any chemical reaction with pharmaceutical products, adsorb

pharmaceutical products or release any substances to pharmaceutical products.
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In 2005, the NDRC issued the General Rules on Pharmaceutical Machinery In Conformity
With The Drug Production Quality Management Standard ( < ZEMEMRAT & 25 i A i B B 8 H
HiEE R ) ) and the Guidelines For Pharmaceutical Machinery (Equipment) Verification
( CRIZEREAR (XM Bp a5 8 ]I) ). These two regulations stipulate relevant rules for design,
manufacturing, inspection, use and other relevant matters of the pharmaceutical machinery
products, and set out details on principles, purposes, scopes, procedures, and solutions for
pharmaceutical machinery (equipment) verification. The pharmaceutical machinery
(equipment) verification is a series of activities conducted by pharmaceutical production
enterprises to prove that the procedure, production processing, materials, activities or systems
of the questioned equipment can actually lead to the expected results, accompanied by
documentary confirmation, and it includes design verification, installation verification,
operational verification and performance verification. The Guidelines For Pharmaceutical
Machinery  (Equipment) Verification ( (RZEMEHRGGEMHG) B ENA]) )  stipulates  the
pharmaceutical manufacturing enterprises are in charge of the work of the pharmaceutical
machinery (equipment) verification,and the pharmaceutical machinery manufacturing
enterprises shall cooperate with pharmaceutical manufacturing enterprises in their verification
and certification.

In addition, the Regulation on Manufacturing of Drugs ( (% i & BB FRIF) ), the
Drug Production Quality Management Standard ( {Z&fh4 B EEHHE) ), and the
Certification Administrative Rules on Drug Production Quality Management Standard ( (%%}
A R R EL R RE A B A ) ) stipulate relevant rules on certification of pharmaceutical
production facilities by pharmaceutical manufacturing enterprises. After purchasing relevant
pharmaceutical production facilities, pharmaceutical manufacturing companies must conduct

relevant certification according to the above laws and regulations.
PRC Laws and regulations relating to import/export of pharmaceutical equipment

According to the Article Fifteen of the Regulations on Import and Export Inspection of
Goods ( G H 7 M AREEIE) ), the goods listed in the “Catalogue of Goods Which Must Be
Inspected For Import and Export” (except those exempted from inspection as approved by
competent authorities) shall be reported to the inspection authority for inspection at the
specified place and within the specified time limit. The inspection authority shall conclude the
inspection before the deadline stipulated by the central administration of inspection, and issue
the inspection certificate.

Regulations on pharmaceutical packaging industry
The competent authority of pharmaceutical packaging industry

PALL-AUSTAR WFOE engages in production and sale of pharmaceutical packaging
materials and containers, and subject to supervision by the CFDA and its local counterparts
according to the Regulations on Supervision and Management of Medical Devices ( (EFE#Y

B A AR B ).
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PRC laws and regulations on the pharmaceutical packaging industry

According to the Regulations on Supervision and Management of Medical Devices ( (&
PER B B A5]) ), medical devices are classified into three different categories, Classes
I, IT and III, depending on the degree of risk associated with each medical device and the extent
of control needed to ensure safety and effectiveness. The class to which a medical device is
assigned determines, among other things, whether a manufacturer needs to obtain a production
permit and the level of regulatory authority involved in granting such permit. The classification
of a medical device also determines the types of product registration certificates required and
the level of regulatory authority involved in granting the product registration certificates.

Class I devices are those with low risk to the human body and are subject to “general
controls”. Product registration certificates for Class I devices are regulated and granted by the
city level food and drug administration where the manufacturer is located. Our Group falls
within Class I devices.

In addition, according to the Regulations on Supervision and Management of Medical
Devices ( (PR EEEHMHI) ), which came into effect on April 1, 2004, and the
Regulations on the Licenses for Enterprises Engaging in Medical Devices ( (BB # k588 1>
R RS EHEAHEL) ), which came into effect on August 9, 2004, the enterprise engaged in
wholesale or retail of medical devices must obtain the license from the provincial food and
pharmaceutical product administration authority before they conduct any sale activities of
Classes II and III medical devices. Therefore, enterprises engage in the sales activities of Class
I medical devices do not need to obtain the abovementioned licenses.

Regulations on mechanical and electrical equipment installation industry
The competent authority on mechanical and electrical equipment installation industry

Austar SJZ engages in automation control system engineering and installation business
which belongs to the mechanical and electrical installation industry. According to
Administrative Provisions on the Qualifications of Project Supervising Enterprises ( { L2
A SEE R FERIAE) ), it is subject to supervision by the Chinese Ministry of Housing and

Urban-rural Development and its local counterparts.
PRC Laws and regulations on mechanical and electrical equipment installation industry

According to the Administrative Provisions on the Qualifications of Project Supervising
Enterprises ( { TFEEZFRASSEEREIEMIE) ) which came into effect on August 1, 2007,
companies engaged in supervision activities on construction projects should obtain the
qualification for project supervision and conduct relevant activities within the scope of the
Project Supervision License. The company which obtains Class II Mechanical and Electrical
Installation Engineering (Electrical Engineering) Qualification can undertake electrical
installation engineering projects with a total investment less than RMB 100 million and below

purification Level 6.
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Regulations on Chinese special equipment industry
The competent authority on special equipment industry

Shanghai Austar engages in the business of pressure vessel production and installation,
which belongs to special equipment industry, and according to the Regulations on the Safety
Supervision of Special Equipment ( CRARE % 2 BE 440D ), it is subject to supervision by
the China General Administration of Quality Supervision, Inspection and Quarantine and its
local counterparts.

PRC laws and regulations on special equipment industry

According to Article 14 of Regulations on the Safety Supervision of Special Equipment
( CRPFERLAM %2 B B) ), the entity engages in the manufacturing, installation and/or
modification of boiler, pressure vessel, elevator, lifting machinery, passenger ropeway,
large-scale amusement facilities and safety accessories, safety protection device, pipes,
fittings, valves, flange, compensator, and safety protection devices used for pressure pipes, and
special motor vehicles, shall be approved by the special equipment safety supervision and
regulation department under the State Council before conducting any relevant activities.

PRC LAWS AND REGULATIONS RELATING TO LABOUR PROTECTION

Under the Labour Law of the PRC ( '3 A\ [QILFIE 558 7%) ), which was promulgated
by the SCNPC on 5 July 1994 and became effective on 1 January 1995 and subsequently
amended on 27 August 2009, the PRC Employment Contract Law ( % A\ A1 E 25 8) &
[f]i%) ), which was promulgated by the SCNPC on 29 June 2007 and became effective on 1
January 2008 and subsequently amended on 28 December 2012 and became effective on 1 July
2013 and the Implementing Regulations of the Employment Contract Law of the PRC ( {13
N RSN 55 8 & [ B4 491) ), which were promulgated by the State Council and became
effective on 18 September 2008, employers must establish a comprehensive management
system to protect the rights of their employees, including a system governing occupational
health and safety to provide employees with occupational training to prevent occupational
injury, and employers are required, when employing labour, to truthfully inform prospective
employees of the job description, working conditions, location, occupational hazards and status
of safe production as well as remuneration and other conditions as requested by the Labour
Contract Law of the PRC.

Pursuant to applicable PRC laws, rules and regulations, including the Social Insurance
Law ( (G]b& &%) ), which was promulgated by the SCNPC on 28 October 2010 and
became effective on 1 July 2011, the Interim Regulations on the Collection and Payment of
Social Security Funds ( CEE{REBEEBSBUE 171 11) ), which was promulgated by the State
Council and became effective on 22 January 1999, Interim Measures concerning the Maternity
Insurance ( {{BZERk TAFHRBEITHHE) ), which was promulgated by the Ministry of
Labour on 14 December 1994 and became effective on 1 January 1995, the Regulations on
Work-related Injury Insurance ( (LAG{RFEM#MHI) ), which was promulgated by the State
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Council on 27 April 2003 and became effective on 1 January 2004 and subsequently amended
on 20 December 2010, employers are required to contribute, on behalf of their employees, to
a number of social security funds, including funds for basic pension insurance, unemployment
insurance, basic medical insurance, work-related injury insurance, and maternity insurance. An
employer who fails to make social insurance contributions timely and in full amount, the social
insurance collecting authority will order the employer to make up outstanding contributions
within the prescribed time period and impose a late payment fee at the rate of 0.05% per day
from the date on which the contribution becomes due. If such employer fails to make the
overdue contributions within such time limit, the relevant administrative department may

impose a fine on the employer.

Under the Regulations on the Administration of Housing Accumulation Funds ( {fEE 2
R EHAEH]) ), promulgated by the State Council on 3 April 1999 and subsequently
amended on 24 March 2002, employers are required to make contributions to a housing

accumulation fund for their employees.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN CURRENCY
EXCHANGE

The principal regulations governing foreign currency exchange in China are the
Regulations on Foreign Exchange Administration of the PRC ( <3 A LA &M b4 H v
) ), which was promulgated by the State Council on 29 January 1996 and last amended on
5 August 2008 and the Regulations on the Administration of Foreign Exchange Settlement,
Sale and Payment ( (&5 ~ B M S A MEE R E ) ), which was promulgated by the PBOC on
20 June 1996 and became effective on 1 July 1996. Under these rules, RMB is freely
convertible for payments of current account items, such as trade and service-related foreign
exchange transactions and dividend payments, but not freely convertible for capital account
items, such as direct investment, loan or investment in securities outside China unless prior
approval of SAFE or its local counterparts is obtained. According to the Regulations on
Foreign Exchange Administration of the PRC ( (¥ A RFLANE SRS BRG] ), the
Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment ( (&
R ~ 65 RE S ATREFFERIE ) ) FIEs in the PRC may purchase foreign exchange without the
approval of SAFE for paying dividends by providing certain supporting documents (such as
board resolutions), or for trade and services-related foreign exchange transactions by providing
commercial documents evidencing such transactions. They are also allowed to retain their
recurrent exchange earnings according to their needs of operations and the sums retained may
be deposited into foreign exchange bank accounts maintained with the designated banks in the
PRC. In addition, foreign exchange transactions involving overseas direct investment or
investment and exchange in securities, derivative products abroad are subject to registration
with SAFE and approval form or filling with the relevant PRC government authorities (if
necessary).
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The Notice on the Relevant Operating Issues Concerning the Improvement of the
Administration of Payment and Settlement of Foreign Currency Capital of Foreign-invested
Enterprises (“Circular No. 142", B 585 50 43 & A 3651 M A8 40 S A 4% T AET PA B SE 5 452
YERERYZEHT) ) was promulgated and became effective on 29 August 2008. It regulates the
conversion by a FIE of foreign currency into RMB by restricting how the converted RMB may
be used. It requires that RMB converted from the foreign currency-denominated capital of a
FIE may only be used for purposes within the business scope approved by the relevant
governmental authorities and may not be used for equity investments within the PRC unless
otherwise specifically provided. Further, it cannot be used to repay RMB loans if the proceeds
of such loans have not yet been used.

Pursuant to the Circular on Further Improving and Adjusting the Direct Investment
Foreign Exchange Administration Policies (“Circular No. 597, [ ¢4 M 34 ) BR A HE— 25 2l
HEEFN R B A SN E A FBOR 3 1) ), which was promulgated by SAFE on 19 November
2012 and became effective on 17 December 2012, approval is not required for the opening of
an account entry in foreign exchange accounts under direct investment, for domestic transfer
of the foreign exchange under direct investment. Circular No. 59 also simplified the capital
verification and confirmation formalities for the FIEs and the foreign capital and foreign
exchange registration formalities required for the foreign investors to acquire the equities and
foreign exchange registration formalities required for the foreign investors to acquire the
equities of Chinese party, and further improve the administration on exchange settlement of
foreign exchange capital of FIEs.

PRC LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

Pursuant to the Environmental Protection Law of the PRC ( {#%#E ARt SfriE
E)) promulgated and effective on 26 December 1989, the environmental protection
department of the State Council is in charge of promulgating national standards for
environmental protection. The provincial governments and the local governments in
autonomous regions and municipalities may also promulgate local standards for environmental
protection on matters not specified under national standards and the local governments must
report such standards to the competent department of environmental protection administration
under the State Council for record.

Pursuant to the Law on Environmental Impact Assessment of the PRC ( (3 A\ FILFH
BRI R BEEE(E L) ) promulgated on 28 October 2002 and effective on 1 September 2003,
manufacturers must prepare environmental impact study report setting forth the impact the
proposed construction project may have on the environment and the measures to prevent or
mitigate the impact for approval by the government authority prior to commencement of
construction of the relevant project. Operations are prohibited until the installations are
inspected and confirmed to have satisfied environmental standards by the relevant environment

protection authorities.
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Pursuant to the Law of the PRC on the Prevention and Control of Environmental Pollution
by Solid Waste ( €3 A\ RILAN ] [5 f BEY) V5 YL BREE B iR1E) ) promulgated by the SCNPC
on December 29, 2004 and brought into effect on April 1, 2005, units generating industrial
solid waste shall establish and enhance a responsibility system for the prevention and control
of environmental pollution as well as adopt measures for the prevention and control of
environmental pollution by industrial solid waste. The PRC government institutes a system of
reporting and registration of industrial solid waste. Units generating industrial solid waste
shall, in accordance with the regulations of the department of environmental protection
administration under the State Council, provide information about the types, quantity, flow,
storage, treatment, etc. of industrial solid waste to the local departments of environmental

protection administration at or above the county level in the areas where they are located.

Pursuant to Air Pollution Prevention Law of the PRC ( {3 A R ILA1 B K505 YeBhia
%) ) promulgated on 29 April 2000 by the SCNPC and effective on 1 September 2000, the
environmental protection authorities above the county level are in charge of promulgating laws
and regulations governing prevention of air pollution. The environmental protection
department under the State Council formulates national standards and the local provincial
governments formulate local standards on matters not specified under national standards.
Manufacturers discharging polluted air must comply with applicable national and local
standards. If a manufacturer emits polluted air exceeding national or local standards, it must
correct its action during a certain period of time and the manufacturer may be subject to

penalties.

Pursuant to Water Pollution Prevention Law of the PRC ( {3 A\ R ILAIE /K 75 4L B 1A
%) ) promulgated by the SCNPC on 1 November 1984 and amended on 28 February 2008, the
environment protection department under the State Council is in charge of promulgating laws
and regulations governing national standards relating to discharge of waste water. Provincial
governments may promulgate local waste discharge standards for matters not specified in
national standards. Manufacturers must discharge of waste water in accordance with national
and local standards. Manufacturers discharging waste water must pay water treatment fees. If
the waste water discharged exceeds national or local standards, the manufacturer is required to
pay higher waste water treatment fees. The environmental protection department has the right
to order manufacturers which severely polluted water to correct their actions by reducing the

amount of discharge during a stipulated period of time, suspend their operations or shutdown.

Pursuant to the Laws of Prevention and Control of Environmental Noise Pollution of the
PRC ( (13 N RILFNE BRI YL BiG1%) ) promulgated on 29 October 1996 and
effective on 1 March 1997, the environment protection department under the State Council is
in charge of promulgating national standards for noise control. Local governments at the
county level or above are in charge of promulgating local standards with respect to noise
control. Manufacturers releasing exhaust fume exceeding the national or local standards may

be required to correct their actions and be subject to penalties.
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PRC LAWS AND REGULATIONS RELATING TO PRODUCT LIABILITY AND
PROTECTION OF CONSUMERS

Pursuant to the General Principles of the Civil Law of the PRC ( {13 A RALA1 ] Rk
##HHI]) ), which became effective from 1 January 1987, manufacturers and sellers of defective
products causing property damage or injury shall incur civil liabilities.

The Product Quality Law of the PRC ( "3 A RILFNE & fi B 7 1%) ) was promulgated
in 1993 and amended in 2000 to strengthen quality control of products and protect consumers’
rights. Under this law, manufacturers and operators who produce and sell defective products
may be subject to the confiscation of earnings from such sales, the revocation of business
licences and imposition of fines, and in severe circumstances, may be subject to criminal
liability.

The Law of the PRC on the Protection of the Rights and Interests of Consumers ( '3
N BRI 7 2 4 HE 4 P85 ) ) was promulgated on 31 October 1993 and was amended on
25 October 2013 to protect consumers’ rights when they purchase or use goods and accept
services. All business operators must comply with this law when they manufacture or sell
goods and/or provide services to customers. Under the amendment on 25 October 2013, all
business operators shall pay high attention to protect the customers’ privacy which they obtain
during the business operations. In extreme situations, pharmaceutical product manufacturers
and operators may be subject to criminal liability if their goods or services lead to the death
or injuries of customers or other third parties.

Under the Tort Law of the PRC ( {3 N RILFFZHEE (L) ) promulgated by the
SCNPC on 26 December 2009 and was implemented from 1 July 2010, producers shall bear
liability for damage caused to others by their defective products, and for such damage, the
injured party may seek compensation from either the producer or the seller. Where the product
defect is caused by the producer, the seller may, after paying compensation, claim the same
from the producer. Where the product defect is caused by the seller, the producer may, after
paying compensation, claim the same from the seller. In addition, if the products are produced
and sold with known defects, causing deaths or severe damage to the health of others, the
infringed party shall have the right to claim respective punitive damages in addition to
compensatory damages.

PRC LAWS AND REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

Under the EIT Law ( {{22rf58i%) ) and its implementation rules ( {{ZEISRIEE
JEAHHI) ) promulgated by the State Council on 6 December 2007, the tax rate for both
domestic-funded enterprises and foreign-invested enterprises is 25% since 1 January 2008, and

the high-technology enterprise receiving key support from the State enjoy a reduced EIT rate
of 15%.
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Under the EIT Law and its implementation rules, enterprises are classified as either
“resident enterprises” or “non-resident enterprises”. Enterprises established outside the PRC
whose “de facto management bodies” are located in the PRC are considered “resident
enterprises” and subject to the uniform 25% EIT rate for their global income. According to the
implementation rules of the EIT Law, “de facto management body” refers to a managing body
that exercises, in substance, overall management and control over the manufacture and
business, personnel, accounting and assets of an enterprise. Dividends from resident
enterprises to their investors, which are treated as resident enterprises, are exempted from

withholding tax.

The EIT Law provides that a non-resident enterprise refers to an entity established under
foreign law whose “de facto management bodies” are not within the PRC but which have an
established or place of business in the PRC, or which do not have an established or place of
business in the PRC but have income sourced within the PRC. The implementation rules of EIT
Law provide that after 1 January 2008, an income tax rate of 10% will normally be applicable
to dividends declared to non-resident enterprise investors which do not have an establishment
or place of business in the PRC, or which have such established or place of business but the
relevant income is not effectively connected with the established or place of business, to the
extent such dividends are derived from source within the PRC. The income tax on the dividends
may be reduced pursuant to a tax treaty between the PRC and the jurisdiction in which the
non-resident enterprise investors is also subject to 10% PRC income tax if such gain is

regarded as income derived from sources within the PRC.
Business Tax

Pursuant to the Provisional Regulations of the PRC on Business Tax ( <H3E A R A1H
BB TTH]) ), which was promulgated by the Stated Council on 13 December 1993 and
subsequently amended on 10 November 2008 and its Implementation Rules ( {13 A R ALA
B0 SE BT A TR B ETiEAN L) ), which was promulgated by the MOF and SAT on 18 December
2008 and subsequently amended on 28 October 2011, all of which became effective on 1
January 2009, unless stated otherwise, the tax payers providing taxable services in the PRC are
required to pay a business tax at a normal tax rate of 5% of their revenues.

Value-Added Tax

Pursuant to the Provisional Regulations of the PRC on Value-Added Tax ( {913 A R3E:
B (ERCE 170 1) ), which was promulgated by the State Council on 13 December 1993
and subsequently amended on 10 November 2008 and its implementation rules by the MOF on
28 October 2011, all of which became effective on 1 January 2009, unless stated otherwise, the
tax rate for value-added tax payers who are selling or importing goods, and providing
processing repairs and replaced services in the PRC shall be 17% or 13% depending on the
goods being sold.
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Tax Treaties

According to the Arrangement between the Mainland China and Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income ( € PAHbAFN 7 5 45 1l 47 B [ B 74 36 T 745 2k £ B i AR
FBH IEErRABL AT ZHE) ) signed on 21 August 2006, the PRC government may impose tax on
dividends payable by a PRC company to a Hong Kong resident, such tax shall not exceed 10%
of the gross amount of dividends payable, if a Hong Kong resident holds less than 25% equity
interest in a PRC company; and in the case where a Hong Kong resident holds 25% equity
interest or more in a PRC company, such tax shall not exceed 5% of the gross amount of
dividends payable by the PRC company.

PRC LAWS AND REGULATIONS RELATING TO DIVIDEND DISTRIBUTION

The principal regulations governing distribution of dividends of foreign holding
companies include the PRC Company Law, the Wholly Foreign-owned Enterprise Law of the
PRC and the Implementation Regulation of the Wholly Foreign-owned Enterprise Law.

Under the laws and regulations, foreign investment enterprises in China may pay
dividends only out of their accumulated profits, if any, determined in accordance with PRC
accounting standards and regulations. In addition, wholly-foreign-owned enterprises in China,
like our PRC subsidiary, are required to allocate at least 10% of their respective accumulated
profits after tax each year, if any, to fund certain reserve funds unless these accumulated
reserves have reached 50% of the registered capital of the enterprises. These reserves are not
distributable as cash dividends.

IMPACT OF SANCTIONS LAWS

During the Track Record Period, we had exported pharmaceutical equipment in the
ordinary course of business to customers in Sanctioned Countries, namely, Iran and Lebanon,
and also certain customers in Russia (where certain Sanctioned Persons are located). In light
of our Group’s sale of products to customers in the Sanctioned Countries, which are countries
that are subject to sanctions administered by the OFAC, the sanctions laws of other countries
and under international law (collectively, “International Sanctions”) and customers in Russia
(where certain Sanctioned Persons are located), we have appointed DLA Piper Hong Kong, an
international law firm, to determine whether our sale of products to the Sanctioned Countries
and in Russia (where certain Sanctioned Persons are located) during the Track Record Period
violate the International Sanctions.

As advised by DLA Piper Hong Kong, our legal advisers as to International Sanctions
laws, our Group’s historical sales and other business dealings in Iran, Lebanon and in Russia
(where certain Sanctioned Persons are located) during the Track Record Period do not
implicate the applicability of the relevant sanctions laws on our Group, or any, person or entity,
including the Stock Exchange, HKSCC, HKSCC Nominees, our Shareholders or potential
investors. For details on our business activities in the Sanctioned Countries and in Russia
(where certain Sanctioned Persons are located) and impact of sanctions laws, please refer to the
section headed “Business — Business Activities in Sanctioned Countries”.
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OVERVIEW

The founder of our Group, Mr. Mars Ho, started his career in pharmaceutical industry
departments of several Hong Kong companies in 1985. In 1991, Mr. Mars Ho started his own
agency business in the sale of pharmaceutical and packaging machineries in Hong Kong with

his accumulated experience and savings.

With Mr. Mars Ho’s mission in promoting industry advancement against the background
of the rapid development of the pharmaceutical industry in the PRC, we commenced our
business in the early 2000’s. As led by Mr. Mars Ho, we have now become a leading provider
of integrated engineering solutions with high-end and comprehensive services and products to
reputable pharmaceutical manufacturers and research institutes in the PRC and also a provider
of those services and products to customers in the emerging countries. For a detailed discussion

on our business, please refer to the section headed “Business” in this prospectus.

Since the inception of our Group and throughout the relevant period, companies engaging
in our current businesses have been ultimately owned as to 89% by Mr. Mars Ho, 1% by
Madam Gu, the spouse of Mr. Mars Ho, and 10% by Mr. KH Ho.

The following table sets out the key milestones of our Group’s business development:

Year Events

2003 Shanghai Austar was established and we commenced business in
manufacturing of purified water generators in 2004. This marked the
foundation of our Liquid and Bioprocess System business segment.

2004 Austar SJZ was established. We commenced our Clean Room and
Automation Control and Monitoring System business segment
through Austar SJZ in 2006.

2006 We entered into a joint venture with STERIS and commenced
business of manufacturing of multiple effect water stills and pure
steam generators with the establishment of STERIS-AUSTAR WFOE
in 2007.

2007 Austar CE was established and we commenced business of our
production and processing of clean room enclosure systems in our
production plants in Songjiang District, Shanghai, the PRC. This has
enhanced our Clean Room and Automation Control and Monitoring

System business segment.
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Year Events

PALL-AUSTAR JV (then known as ATMI Austar Lifesciences
Limited) was formed with ATMI Packaging N.V. (now known as Pall
Life Sciences Belgium BVBA) to commence the business of
manufacturing, marketing and distribution of sterile and other
packaging life science consumable products and PALL-AUSTAR
WEFOE was established in 2008.

2008 Our Liquid and Bioprocess System business segment was formally
established by Shanghai Austar.

2009 We commenced our Powder and Solid System and GMP Compliance
Service business segments through Austar SJZ.

2011 We were certified as Siemens Solution Partner by Siemens.
2012 We were certified as a Recognised System Integrator of Rockwell.
2013 In respect of GMP Compliance Service, we assisted Chengdu

Institute of Biological Products to pass the WHO pre-qualification of
Japanese encephalitis vaccine, which is the first biopharmaceutical
company in the PRC to pass the WHO pre-qualification of vaccine.

We were certified as Gold Solution Partner by Siemens.

2014 We were appointed as an exclusive distributor in the PRC for
Allentown on the supply of animal laboratory research products.

Over the years, we have expanded our Group’s business scope to
include integrated engineering solutions of Liquid and Bioprocess
System, Clean Room and Automation Control and Monitoring System
and Powder and Solid System; provision of GMP Compliance
Service; Life Science Consumables; and Distribution and Agency of
Pharmaceutical Equipment.

OUR GROUP AND SHAREHOLDING STRUCTURE
Our Company was incorporated in the Cayman Islands under the Companies Law as an
exempted company with limited liability on 9 January 2014 and as part of the Reorganisation,

became the holding company of our Group with our business being conducted through our
subsidiaries.
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The following diagram illustrates the shareholding and corporate structure of our Group
upon completion of the Global Offering (assuming the Over-allotment Option is not exercised)
and the Capitalisation Issue:

Madam Gu | | Mr. Mars Ho | | Mr. KH Ho
100% 100% 100%
HCV? SFH* TWG* Public
(Investment holding) (Investment holding) (Investment holding) Shareholders
0.75% 66.75% 7.5% 25%
Our Company”
(Investment holding)
100%
Austar BVI*
(Investment holding)
100% 49%
Shanghai Austar® A
(Provision of integrated STERIS-AUSTAR
engineering solutions; JV ( Note 2)
pharmaceutical equipment ;
manufacturing) (Investment holding)
100%
STERIS-AUSTAR®
WFOE
(Development, production
and distribution of equipment and
related services for
pharmaceutical manufacturers)
100% 100% 100% 100% 75%
Austar SJZ® Austar CE®
(oo et Austar (Prvisionf st APPS’
pharmaceutical equipment Hansen solution of clean room (Distribution and agency)
manufacturing and (Distribution and agency) enclosure system) -
maintenance; and
GMP Compliance Service)
60% 99% 25%
PALL-AUSTAR Austar Europe* APPS (SJZ2)®
JV~ (Note 1) (Note 3) (Note 4)
(Investment holding) (Provision of consulting services) (Pre-operation)
100%
PALL-AUSTAR®
WFOE

(Production and sale of
life science consumables)

* incorporated in the Cayman Islands
incorporated in BVI

@  established in the PRC

A incorporated in Hong Kong

+ incorporated in Italy
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Notes:

(1)

@)

(3)

4)

PALL-AUSTAR JV is owned as to 60% by APPS and as to 40% by Pall Life Sciences, a company incorporated
in Belgium and a wholly owned subsidiary of PALL, an Independent Third Party. PALL-AUSTAR JV is owned
as to 60% by us and is a subsidiary of our Company within the meaning of the Companies Ordinance. For
accounting purpose, PALL-AUSTAR JV is treated as a joint venture. For a discussion on the accounting
treatment on PALL-AUSTAR JV, please refer to the paragraph headed “History and development — (C) Our
joint ventures — Accounting treatment of our joint ventures” in this section below.

STERIS-AUSTAR JV is owned as to 49% by Austar BVI and as to 51% by STERIS Mauritius Limited, a
company incorporated in Mauritius with limited liability and a wholly owned subsidiary of STERIS, an
Independent Third Party. For accounting purpose, STERIS-AUSTAR JV is treated as a joint venture. For a
discussion on the accounting treatment on STERIS-AUSTAR JV, please refer to the paragraph headed “History
and development — (C) Our joint ventures — Accounting treatment of our joint ventures” in this section below.

Austar Europe is owned as to 99% by APPS and as to 1% by Mr. Enzo Barazetti, a non-executive Director.

APPS (SJZ) is owned as to 75% by Shanghai Austar and as to 25% by APPS.

HISTORY AND DEVELOPMENT

Members of our Group which are material to the performance of our Group during the

Track Record Period are set out below:

(A) Principal members of our Group
(1) Austar BVI
Austar BVI is the intermediate holding company of our Group.

Austar BVI was incorporated in BVI on 25 January 2005 and on the same date 100
shares of US$1.00 par value each were allotted and issued to AIL at par. For
administrative convenience, on 1 July 2005, the entire issued share capital of Austar BVI
was transferred by AIL, a company incorporated in Hong Kong, to AIHL, a company
incorporated in BVI, at US$100 based on the par value of such shares. Since that date and
up to immediately prior to the Reorganisation, Austar BVI was wholly owned by AIHL.

Since the incorporation of Austar BVI and up to the date when the entire issued
share capital of Austar BVI was transferred to AIHL, AIL was owned as to 89% by Mr.
Mars Ho, as to 1% by Madam Gu and as to 10% by Mr. KH Ho. Since its incorporation
and up to the Latest Practicable Date, AIHL was owned as to 89% by Mr. Mars Ho, as to
1% by Madam Gu and as to 10% by Mr. KH Ho.

Austar BVI has been our Group’s intermediate holding company throughout the
Track Record Period and up to the Latest Practicable Date.

(2) Shanghai Austar

Shanghai Austar is currently principally engaged in the provision of integrated

engineering solutions and pharmaceutical equipment manufacturing.
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Shanghai Austar was established in Songjiang District, Shanghai, the PRC as a
wholly foreign owned enterprise on 20 August 2003 by AIL as its sole investor. On 15
June 2005, as a step to rationalise the structure of the core business of our Group, AIL
entered into an agreement to transfer the 100% equity interest of Shanghai Austar to
Austar BVI at a consideration of US$3,949,315 based on the investment cost of AIL in
Shanghai Austar. Upon completion of the transfer of the 100% equity interest of Shanghai
Austar from AIL to Austar BVI, Shanghai Austar became a wholly owned subsidiary of
Austar BVL

Throughout the years, the registered capital of Shanghai Austar has been increased
from US$2.25 million to US$14.68 million. On 8 February 2014, Shanghai Austar passed
a board resolution to propose to reduce its registered capital from US$14.68 million to
US$11.49 million. Such proposal was approved by the regulatory authority in Songjiang
District, Shanghai, the PRC and the updated certificate of approval of Shanghai Austar
with the reduced registered capital of US$11.49 million was issued on 7 May 2014. The
whole process relating to the reduction of the registered capital of Shanghai Austar was
completed on 17 June 2014.

(3) Austar SJZ

Austar SJZ is currently principally engaged in the provision of integrated
engineering solutions; pharmaceutical equipment manufacturing and maintenance; and

GMP Compliance Service.

Austar SJZ was established in Shijiazhuang, Hebei Province, PRC as a wholly
foreign owned enterprise on 9 July 2004 by AIL as its sole investor. As a step to
rationalise the structure of the core business of our Group, on 18 June 2005, AIL entered
into an agreement to transfer the 100% equity interest of Austar SJZ from AIL to Austar
BVI at a consideration of HK$1.

Since the incorporation of Austar SJZ and up to the date when the 100% equity
interest of Austar SJZ was transferred from AIL to Austar BVI, Mr. Mars Ho, Madam Gu
and Mr. KH Ho remained the ultimate beneficial owners of AIL.

With a view to leveraging on the stronger financial position of Shanghai Austar for
obtaining banking facilities in the PRC, on 8 October 2011, Austar BVI entered into an
agreement to transfer the 100% equity interest of Austar SJZ from Austar BVI to
Shanghai Austar, so as to reorganise Austar SJZ as a wholly-owned subsidiary of
Shanghai Austar, at a consideration of RMB11.49 million, based on the unaudited net
asset value of Austar SJZ as at 30 June 2011. Upon completion of the transfer of the 100%
equity interest of Austar SJZ from Austar BVI to Shanghai Austar, Austar SJZ became a
wholly-owned subsidiary of Shanghai Austar and became a PRC domestic enterprise.

As at the Latest Practicable Date, the registered capital of Austar SJZ was
RMB20,060,000, which was fully paid up.
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(4) Austar Hansen

Austar Hansen is currently principally engaged in the trading of life science
consumables.

Austar Hansen was established in Pudong New Area, Shanghai, PRC as a wholly
foreign owned enterprise on 29 March 2001 by AIL as its sole investor. On 28 November
2004, AIL entered into an agreement to transfer the 100% equity interest of Austar Hansen
to Austar PMC (SH) Limited, a company incorporated in BVI with limited liability and
wholly owned by Austar PharmMed Consumable Limited, at a consideration of HK$1 for
the purpose of internal reorganisation and became a wholly-owned subsidiary of Austar
PMC (SH) Limited.

Austar PharmMed Consumable Limited is a company incorporated in BVI and a
subsidiary of AIHL. Since the establishment of Austar Hansen and up to the date when
the 100% equity interest of Austar Hansen was transferred from AIL to Austar PMC (SH)
Limited, Mr. Mars Ho and Madam Gu (and since September, 2001, Mr. KH Ho) remained
to be the ultimate beneficial owners of AIL.

For the purpose of internal reorganisation so that the business of our Group could
be rearranged to be under a common holding company, on 20 April 2012, Austar PMC
(SH) Limited entered into an agreement to transfer the 100% equity interest of Austar
Hansen from Austar PMC (SH) Limited to Shanghai Austar at a consideration of
US$2,615,414, based on the audited net asset value of Austar Hansen as at 31 December
2011. Upon completion of the transfer of its equity interest to Shanghai Austar, Austar
Hansen was converted into a PRC domestic enterprise and became a wholly-owned
subsidiary of Shanghai Austar.

As at the Latest Practicable Date, the registered capital of Austar Hansen was
RMB1.66 million, which was fully paid up.

(5) Austar CE

Austar CE is currently principally engaged in the provision of integrated solution of
clean room enclosure system.

Austar CE was established in Songjiang District, Shanghai, PRC as a sino-foreign
joint venture enterprise on 12 November 2007 by AIEL and iR ERFERS LA
FRZ>E (“SACSE”) (in English, for identification purpose only, Shanghai Austar
Cleanroom System Engineering Co., Ltd.) holding 90% and 10% equity interest in Austar
CE respectively. AIEL is a company incorporated in Hong Kong with limited liability
which was then a wholly-owned subsidiary of AIHL, and SACSE is a limited liability
company established in the PRC which was then wholly owned by Mr. Gu Lugong, the
father-in-law of Mr. Mars Ho.
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On 18 January 2012, (1) AIEL entered into an agreement with Shanghai Austar to
transfer the 90% equity interest of Austar CE held by it to Shanghai Austar at a
consideration of RMB2,709,000; and (2) SACSE entered into an agreement with
Shanghai Austar to transfer the 10% equity interest of Austar CE held by it to Shanghai
Austar at a consideration of RMB301,000, each based on the audited net asset value of
Austar CE as at 31 December 2011. Upon completion of the aforementioned transfers of
its equity interest, Austar CE was converted into a PRC domestic enterprise and wholly
owned by Shanghai Austar.

Since the establishment of Austar CE and up to the date when the aggregate 100%
equity interest of Austar CE was transferred to Shanghai Austar, AIEL was wholly owned
by AIHL.

As at the Latest Practicable Date, the registered capital of Austar CE was
RMB2,155,446 and was fully paid up.

(6) APPS

The principal business of APPS was distribution and agency. APPS was incorporated
in Hong Kong on 20 April 2012 with an authorised share capital of HK$1,000,000 divided
into 1,000,000 shares of HK$1.00 each. Since its incorporation, APPS has been wholly
owned by Shanghai Austar and its paid up capital has been increased from HK$1,000,000
to HK$12,271,200 up to the Latest Practicable Date.

(B) Our Company

Our Company was incorporated on 9 January 2014 in the Cayman Islands under the
Companies Law as an exempted company with limited liability. On the same date, (i) the
one subscriber Share, allotted and issued as fully paid at par, was transferred to SFH, a
company incorporated in BVI with limited liability and wholly owned by Mr. Mars Ho;
(i1) 889,999 Shares were allotted and issued to SFH for cash at par; (iii) 10,000 Shares
were allotted and issued to HCV, a company incorporated in BVI with limited liability and
wholly owned by Madam Gu, for cash at par; and (iv) 100,000 Shares were allotted and
issued to TWG, a company incorporated in BVI with limited liability and wholly owned
by Mr. KH Ho, for cash at par.

SFH, HCV and TWG are the three special purpose vehicles for Mr. Mars Ho, Madam
Gu and Mr. KH Ho respectively (“Austar Shareholders”) for holding their interest in our
Company after completion of the transactions contemplated under the Reorganisation.

On completion of the Reorganisation on 20 June 2014, our Company became the
holding company of all the existing subsidiaries of our Company. Details of the
Reorganisation are set out in the sub-section headed “Reorganisation” in this section
below.
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(©)

Our joint ventures

Our joint venture with STERIS

On 7 August 2006, Steris Mauritius Limited, Austar BVI and AIL (as
guarantor) entered into an agreement (“Steris JV Agreement”) to establish a joint
venture in the business of developing, producing and distributing pharmaceutical
equipment and related services. Steris Mauritius Limited was a wholly-owned
subsidiary of STERIS, an Independent Third Party and a company established under
the laws of the State of Ohio, USA. STERIS, which together with its subsidiaries,
is engaged in the business of manufacturing, and marketing of infection prevention,
contamination control, microbial reduction, and procedural support products and
services for healthcare, pharmaceutical, scientific, research, industrial, and
governmental customers, and whose common shares are listed on NYSE.

Pursuant to the Steris JV agreement, STERIS-AUSTAR JV, a joint venture
company owned as to 51% by Steris Mauritius Limited and as to 49% by Austar
BVI, was incorporated on 27 September 2006. The Steris JV Agreement provided
that, among other things, (a) the board of STERIS-AUSTAR JV shall consist of five
directors, of which Steris Mauritius Limited shall be entitled to appoint three
directors and Austar BVI shall be entitled to appoint two directors to the board of
directors of STERIS-AUSTAR JV; and (b) among other matters, the following
matters would require a majority approval of 80% of the directors at the board
meeting of STERIS-AUSTAR JV or, as the case may be, STERIS-AUSTAR WFOE
(as referred to below): (i) declaration of, and amendment to, dividends to be paid by
it as provided in the Steris JV Agreement; (ii) any investment in another company
or business or incorporate any subsidiary; (iii) approval of and amendment to its
business plan and annual budget; (iv) merger into or with or acquisition of all or part
of the business of another entity; (v) providing remuneration to its directors; (vi) any
significant change in the scope of its business; (vii) sale of all or substantially all its
assets; (viii) approval and execution of any agreements, documents or other
arrangements between STERIS-AUSTAR JV and any shareholder (or its affiliate,
excluding STERIS-AUSTAR JV and any of its wholly-owned subsidiaries), as well
as any amendment with respect thereto; (ix) any capital expenditure or commitments
for capital expenditures by STERIS-AUSTAR JV that individually exceeds
US$100,000 or in the aggregate exceeds US$100,000, unless such expenditure or
commitment is provided for in the then current budget; (x) entering into any
employment agreement with senior managers or entering into any consulting
agreement with any individual currently or previously serving in a managerial or
executive capacity in any business organisation; (xi) dismissing any of senior
managers of STERIS-AUSTAR JV, except in circumstances where STERIS-
AUSTAR JV is entitled to summarily dismiss such managers; (xii) giving any
guarantee, indemnity or security in respect of the obligations of any person
(provided that no guarantee, indemnity or security in respect of the obligations of
any director of STERIS-AUSTAR JV may be given in violation of the applicable
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law); (xiii) borrowing by STERIS-AUSTAR JV in excess of US$500,000, which is
not covered by the then current budget; and (xiv) transfer of shares between the
shareholders of STERIS-AUSTAR JV as provided in the Steris JV Agreement.
Please also refer to the paragraph headed “Accounting treatment of our joint
ventures” in this section below.

Through STERIS-AUSTAR JV as its sole investor, STERIS-AUSTAR WFOE
was established in Songjiang District, Shanghai, PRC as a wholly foreign owned
enterprise on 14 May 2007. As at the Latest Practicable Date, the investment amount
of STERIS-AUSTAR WFOE was US$2.171 million and the registered capital of
STERIS-AUSTAR WFOE was US$1.52 million, which was fully paid up.

Currently, STERIS-AUSTAR WFOE is principally engaged in development,
production and distribution of equipment and related services for pharmaceutical

manufacturers.

Pursuant to the Steris JV Agreement and certain ancillary documents,
STERIS-AUSTAR WFOE has been granted an exclusive licence by STERIS to
manufacture and sell multiple effect water stills and pure steam generator products
in the PRC and to sell such products to STERIS or its designees outside of the PRC,
and Shanghai Austar has been appointed as the exclusive distributor and sales agent
of STERIS-AUSTAR WFOE for products manufactured by STERIS-AUSTAR
WFOE in the PRC. Please also refer to the sections headed “Business — Our joint
ventures” and “Business — Suppliers and procurement” in this prospectus.

Each of Austar BVI and Steris Mauritius Limited has granted a call option in
favour of each other regarding its holding in the STERIS-AUSTAR JV, in each case,
is exercisable if there is a change in the ultimate control of Austar BVI or, as the case
may be, Steris Mauritius Limited at a pre-agreed pricing mechanism.

In connection with the Reorganisation, AIL, as the original guarantor, novated
all its obligations and liabilities under the Steris JV Agreement to our Company so
that the performance of the Steris JV Agreement by Austar BVI is now guaranteed
by our Company.

Our joint venture with Pall Corporation

On 25 January 2007, ATMI Packaging N.V. (now known as Pall Life Sciences
Belgium BVBA) and Austar PharmMed Consumable Limited entered into an
agreement (“Pall JV Agreement”) to establish a joint venture in the business of
manufacturing, marketing and distribution of sterile and other pharmaceutical
products. Austar PharmMed Consumable Limited was a company incorporated in
BVI and then controlled by AIHL, and ATMI Packaging N.V. (which subsequently
changed its name to ATMI BVBA and now known as Pall Life Sciences) was a

company incorporated in Belgium and then a wholly-owned subsidiary of ATMI.
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Following the completion of the acquisition of the life science businesses and
related assets of ATMI by PALL in February 2014, our joint venture partner
concerned became a wholly-owned subsidiary of PALL, an Independent Third Party,
and changed its name to Pall Life Sciences. PALL, together with its subsidiaries, is
engaged in supplying filtration, separation and purification solutions to meet the
critical fluid management needs of customers across the broad spectrum of life
sciences and industry, and whose shares are listed on the NYSE.

Pursuant to the Pall JV Agreement, PALL-AUSTAR JV, a joint venture
company owned as to 60% by us and 40% by our joint venture partner, was
incorporated in Hong Kong on 18 April 2007 with an authorised share capital of
US$1,250,000 divided into 1,250,000 shares of US$1.00 each. On incorporation,
500,000 shares were issued for cash at par to Austar PharmMed Consumable
Limited and 500,000 shares were issued for cash at par to ATMI Packaging N.V.
(now known as Pall Life Sciences). On 22 June 2007, 250,000 shares were issued
at par to Austar PharmMed Consumable Limited by way of capitalisation of the
services provided by Austar PharmMed Consumable Limited in setting up of the
pharmaceutical factory and implementation of the manufacturing and operational
procedures and sales and marketing network in the amount of US$250,000.

On 30 November 2012, to pool the business of our Group together, Austar
PharmMed Consumable Limited transferred the 750,000 shares of PALL-AUSTAR
JV held by it to APPS, which is an indirectly wholly-owned subsidiary of Austar
BVI, at a consideration of US$270,000, based on its audited net asset value as at 31
December 2011. As a result, since that date and up to the Latest Practicable Date,
PALL-AUSTAR JV was owned as to 60% by APPS and as to 40% by Pall Life
Sciences. The principal business of PALL-AUSTAR JV was investment holding.

According to the Pall JV Agreement, among other matters, the following
matters would require a unanimous approval of board resolutions of PALL-AUSTAR
JV: (i) the entering by PALL-AUSTAR JV into any business other than the
prescribed business; (ii) any approval or alteration of its business plan; (iii) any
appointment or removal of members to the management committee of PALL-
AUSTAR JV; (iv) any commitment of capital expenditure in one transaction or a
series of related transactions, the amount of which exceeds the amount previously
approved as part of the annual budget; (v) the entering into of any partnership or
equity joint venture arrangement by PALL-AUSTAR JV; (vi) the incorporation of
any subsidiary or the granting of permission to dispose of or dilute any interest
directly or indirectly in any subsidiary or acquisition of shares in any company or
the disposition of any shares in any company or acquisition or disposition of any
loans or loan capital; (vii) the entering into of any abnormal or unusual contract or
contract outside the ordinary course of business of PALL-AUSTAR JV or the
entering into of any contracts other than on an arm’s length basis by it; (viii) any
transaction between PALL-AUSTAR JV and a shareholder or any officer, director,
employee or affiliate of PALL-AUSTAR JV or any shareholder not expressly
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contemplated in the Pall JV Agreement (other than provision of consumer services
in the ordinary and usual course of business of PALL-AUSTAR JV pursuant to one
or a series of related transactions involving not more than US$20,000); (ix) any
decision not to extend the three-year term, or any subsequent term, of the
management committee; (x) the creating, incurring or suffering to exist of any
mortgage, pledge, lien charge, hypothecation or security interest in respect of shares
of PALL-AUSTAR JV held by any shareholder; (xi) the delegation by the board of
any of its powers to any committee of the directors, the appointment and removal of
the members of any such committee, and the imposition of any regulations on any
such committee; (xii) the issuance or allotment of any shares in PALL-AUSTAR JV
other than those subject to the subscription referred to therein; (xiii) the
authorisation, grant or issuance of any options, rights, warrants, debentures or other
securities or rights convertible into or exercisable for securities of PALL-AUSTAR
JV; (xiv) the variations of any rights attaching to any shares; (xv) the subscribing for
any shares or securities of any entity or the taking up or exercise of any option or
right with respect to any shares or securities of any entity; (xvi) the borrowing of
any money or obtaining of any financial facilities exceeding US$20,000; (xvii) the
entering into of any agreements or arrangements with respect to any currency
hedging or any investment in currency other than in bank accounts; (xviii) the
mortgage of other encumbrance on any significant assets of PALL-AUSTAR JV;
(xix) the extension or termination of PALL-AUSTAR WFOE; (xx) the designation
of authorised representatives for signing on behalf of PALL-AUSTAR JV; and (xxi)
any profit distribution of PALL-AUSTAR JV. Please also refer to the paragraph
headed “Accounting treatment of our joint ventures” and the section headed
“Treatment of PALL-AUSTAR JV under the Listing Rules” in this section below.

Through PALL-AUSTAR JV as its sole investor, PALL-AUSTAR WFOE was
established in Huairou District, Beijing, PRC as a wholly foreign owned enterprise
on 15 January 2008. As at the Latest Practicable Date, the investment amount of
PALL-AUSTAR WFOE was US$3.56 million and the registered capital of PALL-
Austar WFOE was US$2.50 million which was fully paid up.

Currently, PALL-AUSTAR WFOE is principally engaged in the production and
sale of life science consumables.

Pursuant to the Pall JV Agreement and certain ancillary documents, ATMI-
Austar WFOE has been granted an exclusive license to manufacture, offer to sell and
sell products using technology licensed by Pall Life Sciences in the PRC and certain
regions in Asia and Australia. Please also refer to the sections headed “Business —
Our joint ventures” and “Business — Suppliers and procurement” in this prospectus.

Accounting treatment of our joint ventures

As neither our Company nor our joint venture partners could exert unilateral
control over each of STERIS-AUSTAR JV and PALL-AUSTAR 1V, each of
STERIS-AUSTAR JV and PALL-AUSTAR JV is considered a joint venture of our
Company for accounting purposes.
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TREATMENT OF PALL-AUSTAR JV UNDER THE LISTING RULES

As explained above, since neither our Company nor our joint venture partner could exert
unilateral control over PALL-AUSTAR JV, we treat PALL-AUSTAR JV as our joint venture for
accounting purpose notwithstanding the fact that we hold 60% of the issued share capital of
PALL-AUSTAR JV and that PALL-AUSTAR JV is a subsidiary of our Company within the
meaning of the Companies Ordinance.

Currently, the Listing Rules do not contain any provisions in relation to jointly controlled
entities of a listed group. Given that PALL-AUSTAR JV is a subsidiary of our Company within
the meaning of the Companies Ordinance, PALL-AUSTAR JV is a subsidiary of our Company
under the Listing Rules. For the sole purpose of the Listing and compliance with the Listing
Rules, PALL-AUSTAR JV should, in general, be regulated in a manner consistent with the
regulation of subsidiaries of a listed group for the purposes of applying the Listing Rules (apart
from Rules 13.13 to 13.19 of the Listing Rules relating to disclosure of financial information).

Summarised below is the applicability of the key provisions under the Listing Rules
relating to PALL-AUSTAR JV:

(i) the activities of PALL-AUSTAR JV are considered as part of our Group’s activities
and as such are subject to Rule 13.09(1) of the Listing Rules;

(i1) in respect of Chapter 14 of the Listing Rules, the transactions undertaken by
PALL-AUSTAR JV will be treated as transactions of our Group for the purposes of

identifying notifiable transactions;

(iii) in respect of Chapter 14A of the Listing Rules, PALL-AUSTAR JV will be
considered as part of our Group for the purposes of applying the connected

transactions requirements;

(iv) subject to the provisions contained in Chapter 14A of the Listing Rules, connected
persons of our Group will include our joint venture partner in PALL-AUSTAR JV
and the directors of PALL-AUSTAR JV and their respective associates;

(v) subject to the provisions contained in Chapter 14A of the Listing Rules, transactions
between our Group (including PALL-AUSTAR JV) on the one hand, and (a) the joint
venture partner of PALL-AUSTAR JV and its associates; (b) the directors of
PALL-AUSTAR JV, PALL-AUSTAR WFOE and their respective associates; or (c)
the connected persons of our Group (e.g. our substantial Shareholders and their
respective associates), on the other, would be considered as connected transactions
under Chapter 14A of the Listing Rules;
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(vi) the Stock Exchange may exercise discretion to deem transactions involving
amendments to the terms of the joint venture agreement to be connected

transactions;

(vii) for the purpose of Chapter 13 of the Listing Rules on continuing obligations, the
definition of “major subsidiary” will apply to PALL-AUSTAR JV, where

appropriate;

(viii)an issue by PALL-AUSTAR JV and its subsidiaries will be applicable to the
requirements under Chapter 15 of the Listing Rules on the issuance of options, rights

and warrants;

(ix) Chapter 17 of the Listing Rules governs the share option scheme of our Company
or any of our subsidiaries, including PALL-AUSTAR JV; and

(x) Practice Note 15 of the Listing Rules will apply to any proposals to affect the
separate listing on the Stock Exchange or elsewhere of assets or business wholly or
partly within our Group, including operations conducted by PALL-AUSTAR JV.

REORGANISATION

The companies comprising our Group underwent the Reorganisation to rationalise our
Group structure in preparation for the Listing. As a result, our Company became the holding
company of our Group. The following diagram illustrates the simplified shareholding and

corporate structure of our Group immediately prior to the Reorganisation:

| Madam Gu | | Mr. Mars Ho | | Mr. KH Ho |
1% | 89% 10%|
| AIHL |
100%
| Austar BVI |

Subsidiaries of Austar BVI
and our joint ventures
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The steps of the Reorganisation are set out below:
Step 1:  Incorporation of our Company which acts as the holding company of our Group

Our Company was incorporated on 9 January 2014 in the Cayman Islands under the
Companies Law as an exempted company with limited liability. On the same date, (i) the one
subscriber Share, allotted and issued as fully paid at par, was transferred to SFH; (ii) 889,999
Shares were allotted and issued to SFH for cash at par; (iii) 10,000 Shares were allotted and
issued to HCV for cash at par; and (iv) 100,000 Shares were allotted and issued to TWG for
cash at par.

Step 2:  Subscription of shares in Austar BVI

On 16 June 2014, our Company subscribed for 100 shares of US$1.00 par value each in
Austar BVI, representing 50% of the issued share capital of Austar BVI as enlarged by the
subscription of such new shares for cash at par.

After completion of the Subscription, Austar BVI was owned as to 50% by AIHL and as
to 50% by our Company and the effective shareholding of the Austar Shareholders in Austar
BVI remained the same immediately before and immediately after the Subscription.

The following diagram illustrates the simplified shareholding and corporate structure of
our Group immediately after the Subscription:

[ MadamGu | | Mr. Mars Ho | [ MrkdHo | [ MadamGu | [ MrMasHo | | MrKHHo |
1%] 89% 10%]

100% 100% 100%
HCV ‘ ’ SFH ‘ ’ TWG ‘

1% 89% 10%

AIHL Our Company
50% 50%
Austar BVI

Subsidiaries of Austar BVI
and our joint ventures

Step 3: Repurchase of shares in Austar BVI held by Austar International BVI

On 20 June 2014, Austar BVI repurchased and cancelled all the 100 shares of US$1.00
par value each in Austar BVI held by AIHL, representing 50% of the issued share capital of
Austar BVI and the entire equity interest owned by AIHL in Austar BVI, at the consideration
of US$100 which is based on the par value (and the original subscription price) of such shares.
Upon completion of the Share Repurchase, our Company became the sole shareholder of Austar
BVI.
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The following diagram illustrates the simplified shareholding and corporate structure of

our Group immediately after the Share Repurchase and up to the Latest Practicable Date:

Madam Gu | | Mr. Mars Ho | | Mr. KH Ho
100% 100% 100%
HCV SFH TWG
1% 89% 10%
Our Company
100%
Austar BVI

Subsidiaries of Austar BVI
and our joint ventures

Each of the steps as mentioned above in the Reorganisation was properly and legally
completed and settled.

COMPLIANCE WITH PRC LAWS
Circular No. 37

The SAFE issued a public notice named the Notice on Relevant Issues Concerning
Foreign Exchange Administration Relating to Domestic Residents’ Offshore Investment and
Financing and Round-Trip Investment through Special Purpose Vehicles (including its
appendixes), (BASE A R RRIR H A9 RSNl S SRR B8 SN S LA B R A
A1) (Circular No. 37), which become effective on 4 July 2014, which replaced the previous
Notice on Relevant Issues Concerning Foreign Exchange Administration for PRC Residents
Engaging in Financing and Roundtrip Investments via Overseas Special Purpose Vehicles,
(Circular No. 75.) Circular No. 37 requires PRC residents, including PRC individuals and
institutions, to register with the SAFE or its local branches in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment
and financing, with such PRC residents’ legally owned assets or equity interests in domestic
enterprises or offshore assets or interests, such offshore entity being referred to as a offshore
special purpose vehicle. In addition, such PRC residents must update their foreign exchange
registrations with the SAFE or its local branches when the offshore special purpose vehicle
undergoes material events relating to any change of basic information (including change of
such PRC citizens or residents, name and operation term), increases or decreases in investment

amount, share transfers or exchanges, or mergers or divisions.
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If any shareholder holding interest in an offshore special purpose vehicle, who is a PRC
resident as determined by Circular No. 37, fails to fulfill the required foreign exchange
registration with the local SAFE branches, the PRC subsidiaries of that offshore special
purpose vehicle may be prohibited from distributing their profits and dividends to their
offshore parent company or from carrying out other subsequent cross-border foreign exchange
activities, and the offshore special purpose vehicle may be restricted in its ability to contribute
additional capital to its PRC subsidiaries. Moreover, failure to comply with the SAFE
registration described above could result in liability under PRC laws for evasion of applicable

foreign exchange restrictions.

Our PRC Legal Adviser has confirmed that with regard to Mr. Mars Ho, Madam Gu and
Mr. KH Ho, who are the existing ultimate beneficial owners of our Company, since each of Mr.
Mars Ho and Mr. KH Ho is a holder of a Hong Kong permanent identity card and Madam Gu
is an Australian citizen, each of them does not fall under the definition of PRC residents under
the Circular No. 37. Accordingly, the requirement regarding foreign exchange registration
under Circular No. 37 is not applicable to each of them and thus each of them is not required

to complete such registration.
M&A Rules

On 8 August 2006, six PRC governmental and regulatory agencies, including the
MOFCOM and the CSRC, promulgated the Regulation on the Acquisitions of Domestic
Enterprises by Foreign Investors (BiiASMNEIHREE AR ZEMHIE) (“M&A Rules™)
which became effective on 8 September 2006 and was revised on 22 June 2009. Pursuant to the
M&A Rules, where a domestic company, enterprise or natural person intends to take over
his/her/its related domestic company through an offshore company which he/she/it lawfully
established or controls, the takeover shall be subject to the examination and approval of the
MOFCOM. The M&A Rules require a special purpose vehicle formed for overseas listing
purpose and controlled directly by PRC companies or natural persons shall obtain the approval
of the CSRC prior to the listing and trading of the securities of such special purpose vehicle

on an overseas stock exchange.

Our PRC Legal Adviser has confirmed that since Mr. Mars Ho, who is the ultimate
Controlling Shareholder, is a holder of a Hong Kong permanent identity card and not a holder
of a PRC resident identity card, he does not fall under the definition of a domestic natural
person under the M&A Rules, and therefore pursuant to the M&A Rules, the Reorganisation is
not subject to the examination and approval of the MOFCOM, nor the proposed Listing is
subject to the approval of the CSRC.

As advised by our PRC Legal Adviser, all necessary administrative and legal procedures
and requirements in relation to the establishment (and the contribution of the registered capital
by the then equity holders), increases in registered capital and changes in equity interests in

each of our PRC subsidiaries have been complied with and completed and settled.
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BUSINESS OVERVIEW

We are a leading provider of integrated engineering solutions with high-end" and
comprehensive services and products to reputable pharmaceutical manufacturers and research
institutes in the PRC and also a provider of those services and products to customers in
emerging countries. Our customers include pharmaceutical companies such as Lijun Group
Companies, Hisun Pharmaceutical, Chengdu Institute of Biological Products, Hualan
Biological, Shanghai Institute of Biological Products, GlaxoSmithKline Biologicals and
Beijing Fresenius Kabi. We offer high-end integrated engineering solutions for our customers
to set up production facilities and also build up a clean environment which are both critical for
pharmaceutical production. Our solutions cover Liquid and Bioprocess System, Clean Room
and Automation Control and Monitoring System, Powder and Solid System and GMP
Compliance Service to assist our customers in key phases of pharmaceutical product lifecycle
from research, development, pilot plant, commercial production to product launch. We,
together with our joint ventures, also engage in the manufacture, sale and distribution of

various types of high-end pharmaceutical equipment and life science consumables.

Our value-added integrated engineering solutions are tailor-made for our customers to
build part of their production facilities. We assist our customers on system construction,
utilising hardware and software engineering and techniques, including advice on system
design, choice of equipment, production process flow, application of production techniques and
validation documentation. Our solutions comprise our provision of equipment, parts and advice
on application techniques which are aimed at enhancing efficiency and effectiveness of

production processes of our customers.

As one of the earliest players in the PRC pharmaceutical equipment, process system and
service market, we are well experienced with strong research and development capabilities and
recognised brand awareness, professional expertise and dedicated management. Over the years,
we have established long term business relationships with key customers by offering our
diversified product portfolio and service offerings. We pride ourselves in having obtained
recognised accreditations and reputable ranking in the pharmaceutical equipment, process
system and service market within our history of operations. According to the Frost & Sullivan

Note:

(1) As per the definition in the Frost & Sullivan Report, the high-end market of China’s pharmaceutical equipment,
process system and service market is formed by players that are qualified to provide pharmaceutical
equipment, process system, and service to multinational pharmaceutical manufacturers, domestic large sized
pharmaceutical manufacturers, and pharmaceutical manufacturers involved in sterile active pharmaceutical
ingredients, dosage, and sterile biological medicine (such as vaccine, protein medicine, monoclonal antibody
medicine). In addition, all medicines manufactured by the above pharmaceutical manufacturers must meet
standards of U.S. FDA, EMA, or WHO.
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Report, the pharmaceutical equipment, process system and service market is fragmented, and

our ranking and market share in 2013 in terms of revenue in the PRC high-end market and the

PRC total market in each of our business segments is summarised below:

Business segment

Liquid and Bioprocess System

Clean Room and Automation
Control and Monitoring System

Powder and Solid System

GMP Compliance Service

Life Science Consumables

Distribution and Agency of
Pharmaceutical Equipment

Ranking in
the PRC in
2013 in
terms of

revenue

—_— DN L =

High-end

market share

in the PRC
in 2013
(%)

11.7
4.2
3.1
6.4
4.5

0.6

Total market

share in the
PRC in 2013
(%)

2.9

0.9
0.6
1.4
1.1

0.6

Our services and products fall into six business segments, and our six business segments

are operated under three different business models, namely, integrated engineering solutions,

consulting services and distributorship and agency. We also manufacture a number of

equipment which we supply as individual units or install as part of our integrated engineering

solutions. Below sets out a diagram summarising the business models under which our

different business segments operate:

Integrated . C
cera Consulting Distribution and
engineering .
. services agency
solutions
Clean Room Distribution and
Liquid and and Automation Powder GMP Life Agency of
Bioprocess Control and and Solid Compliance Science gency o
. R Pharmaceutical
System Monitoring System Service Consumables .
Equipment
System
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The description of our business segments are set out below:

Business Model Business Segment  Description

Integrated Liquid and We provide our integrated engineering

engineering

solutions

Integrated
engineering
solutions

Integrated
engineering
solutions

Consulting services

Bioprocess
System

Clean Room and

Automation
Control and
Monitoring
System

Powder and Solid

System

GMP Compliance

Service
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solutions for our customers to set up: (i)
pharmaceutical water systems to treat
water into different grades for
pharmaceutical production; and (ii)
liquid preparation and bioprocess
systems to prepare solutions for
production of various kinds of liquid
dosage and bioprocess systems to create
production medium for producing
biopharmaceutical products from
biological materials.

We provide our integrated engineering

solutions for our customers to build up:
(i) a clean room environment with
controlled level of contamination for
conducting pharmaceutical research and
production process; and (ii) automation
control systems and monitoring systems
to control and monitor pharmaceutical
production processes.

We provide integrated engineering solutions

to set up systems to handle pharmaceutical
products including raw materials, work-in-
progress and finished goods, which are in
either solid or powder form, in a dust-free
and contained manner.

We provide consultancy services in relation

to GMP compliance.
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Business Model Business Segment  Description
Distribution and Life Science We distribute a wide range of life science
agency Consumables consumables for use in the life science

industry  including  pharmaceutical,
medical and scientific research, such as
cleansers, disinfectants, indicators,
sterile bags, cleaning tools and personal
protection items.

Distribution and Distribution and We act as distributor and sales agent of
agency Agency of various types of pharmaceutical
Pharmaceutical equipment, parts and components.
Equipment

Through our joint venture arrangements with STERIS and PALL which are well-
established companies in the life science industry, we were able to leverage on the different
pharmaceutical manufacturing equipment developed and/or manufactured by STERIS and
STERIS-AUSTAR WFOE and the life science consumables developed and/or manufactured by
PALL and PALL-AUSTAR WFOE respectively, by integrating such products into our
integrated engineering solutions and offering a variety of quality products in our product
portfolio to our customers on a complementary basis with our joint venture partners. We act as
the exclusive distributor for STERIS-AUSTAR WFOE in the PRC in respect of their
pharmaceutical equipment such as pure steam generators and multiple effect water stills and
the exclusive distributor for PALL-AUSTAR WFOE in the PRC in respect of life science
consumables. We also act as the distributor of STERIS in the PRC in respect of products of
STERIS such as VHP bio-decontamination devices.

With our extensive engineering knowledge pool through serving various customers and
collaboration with our joint venture partners for many years, customers can benefit from our
expertise accumulated from our different business segments, so as to allow our customers to
enjoy shorter production lead time and cost efficiency, as well as better quality and reliability
through compliance with relevant standards. Our solutions may comprise equipment
manufactured by us, products produced by STERIS-AUSTAR WFOE or sourced from our
solutions partners such as Siemens and Rockwell and third-party suppliers including those with
which we have distributorship and/or agency arrangements such as PIAB and ChargePoint. By
providing diversified portfolio of services and products at different stages of the
pharmaceutical production process, we can also capture potential business opportunities with
them, thereby benefiting us and our customers. This comprehensive portfolio enables us to not
only better understand their needs but also proactively provide innovative and integrated

solutions for them.
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The founder of our Group, Mr. Mars Ho, started his business in trading of pharmaceutical
equipment in 1991. With his dedication in promoting industry advancement against the
background of the rapid development of the pharmaceutical industry in the PRC, he decided
to expand the scale of operations and to diversify service and product portfolio by introducing
advanced technology and products from Europe and USA and further localising the products
via joint ventures or other partnerships. In recognition of Mr. Mars Ho’s dedication and
achievements in the pharmaceutical industry, he has won science and technology award in
Huairou District of Beijing, and was elected and awarded the honor of “604-60 A\ (“60 Elites
of 60 years” in the Chinese pharmaceutical industry) in November 2009 in recognition of his
status as the pioneer of advanced technologies in the development of the pharmaceutical
industry in China. He is currently a technical consultant and a member of the board of directors

of China National Pharmaceutical Packaging Association.

Our customers include well-established domestic pharmaceutical companies,
multinational pharmaceutical companies, biopharmaceutical companies and research institutes
which may use one or more of our service and product offerings, including our integrated
engineering solutions, through which we may supply pharmaceutical equipment either
developed by us or by our suppliers, provide GMP Compliance Service and after-sales services
and/or supply life science consumables. We have a large and diversified customer base, and on
average we have over 3 years of business relationships with most of our top five customers for
the three years ended 31 December 2013 and the six months ended 30 June 2014. For the three
years ended 31 December 2013, we have transacted with more than 700 customers which may
be our customers of one or more business segments. The majority of our customers were based
in the PRC, and the rest were from overseas. For the three years ended 31 December 2013 and
the six months ended 30 June 2014, approximately 92.8%, 92.2%, 93.9% and 91.2% of our
revenue was generated from our customers based in the PRC whilst the remaining was
generated from our overseas customers. We identify our potential customers and business
opportunities via marketing activities of our sales team, including direct marketing, regular
attendance of international conferences, and organisation of various seminars with our
suppliers through active discussion and consultation with our potential customers or their
business requirements. Our joint marketing efforts across our different segments also enable

our Group to capture many business opportunities.

Our production plants and those of our joint ventures, are located in Shanghai,
Shijiazhuang and Beijing. All the locations allow us and our joint ventures to enjoy convenient
transportation network and proximity to our customers where most of the PRC pharmaceutical
manufacturers are located, and a steady supply of both technical and non-technical labour. For
further details of production plants and production capacity, please refer to the section headed

“Business — Production” of this prospectus.
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The following table sets forth the revenue for each of our business segments during the
Track Record Period.

Change (%)

31 December 30 June CAGR
For the year ended For the six months 2012 2013 2014
31 December ended 30 June VS. VS. 2011-

VS.
2011 2012 2013 2013 2014 2011 2012 2013 2013
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Liquid and

Bioprocess System 177,865 228,718 380,997 207,713 147,173 28.6 66.6 (29.1) 46.4
Clean Room and

Automation Control

and Monitoring

System 67,903 82,595 152,545 73,172 73,765 21.6 84.7 0.8 49.9
Powder and Solid

System 11,526 24,067 44,413 14,832 27,555 108.8 84.5 85.8 96.3
GMP Compliance

Service 14,736 31,519 47,652 22,489 24,927 113.9 51.2 10.8 79.8
Life Science

Consumables 27,393 34,560 52,756 28,022 34,389 26.2 52.7 22.7 38.8
Distribution and

Agency of

Pharmaceutical

Equipment 25,755 19,294 26,790 7,842 13,014 (25.1) 38.9 66.0 2.0
Total 325,178 420,753 705,153 354,070 320,823 29.4 67.6 9.4) 473

We derived our revenue from our services and products sold to our customers by way of
the six business segments. For the three years ended 31 December 2013, we have been
experiencing significant growth by having a significant increase in revenue. In 2011, 2012 and
2013, our revenue totalled RMB325.2 million, RMB420.8 million, RMB705.2 million
respectively, representing a CAGR of 47.3% over the three years. In 2011, 2012 and 2013, our
profit for the year totalled RMB27.3 million, RMB35.5 million and RMBS53.6 million
respectively, representing a CAGR of 40.0% over the three years. Our revenue decreased by
9.4% from RMB354.1 million for the six months ended 30 June 2013 to RMB320.8 million in
the same period in 2014 and our profit also decreased from RMB35.6 million for the six months
ended 30 June 2013 to RMB32.7 million for the same period in 2014, representing a decrease
of 8.0%.

Revenue of our Liquid and Bioprocess System segment grew from RMB177.9 million in
2011 to RMB381.0 million in 2013, representing a CAGR of 46.4% over the three years.
Revenue of this segment decreased by 29.1% from RMB207.7 million for the six months ended
30 June 2013 to RMB147.2 million in the same period in 2014. Revenue of our Clean Room
and Automation Control and Monitoring System segment also grew from RMB67.9 million in
2011 to RMB152.5 million in 2013, representing a CAGR of 49.9% over the three years.
Revenue of this segment remained relatively stable for the six months ended 30 June 2014 as
compared to that for the same period in 2013 at RMB73.8 million and RMB73.2 million
respectively. Revenue of our Powder and Solid System segment grew from RMB11.5 million
in 2011 to RMB44.4 million in 2013, representing a CAGR of 96.3% over the three years.
Revenue of this segment increased by 85.8% from RMB14.8 million for the six months ended
30 June 2013 to RMB27.6 million for the same period in 2014. Revenue of our GMP
Compliance Service segment grew from RMB14.7 million in 2011 to RMB47.7 million in
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2013, representing a CAGR of 79.8% over the three years. Revenue of this segment increased
by 10.8% from RMB22.5 million for the six months ended 30 June 2013 to RMB24.9 million
for the same period in 2014. Such increase in our revenue and profit is primarily due to the
promulgation of Chinese New GMP and the ongoing demand for maintaining and upgrading the
manufacturing plant as a result of the desire to bridge the gap and standard between developed
countries such as USA and the European Union and those of PRC, and our increased marketing
effort and our technical competitive advantages. Revenue of our Life Science Consumables
segment grew from RMB27.4 million in 2011 to RMB52.8 million in 2013, representing a
CAGR 38.8% over the three years. Revenue of this segment increased by 22.7% from
RMB28.0 million for the six months ended 30 June 2013 to RMB34.4 million for the same
period in 2014.

Going forward, we will continue to further expand our service and product offerings,
improve our service and product quality, and penetrate deeper into the markets of the PRC and
the emerging countries with our services and products.

OUR COMPETITIVE STRENGTHS

We believe that our success to date and our potential for future growth are attributed to

a combination of our competitive strengths set out as follows:

A leading comprehensive provider of high-end critical services and products capable of
providing tailor-made and integrated engineering solutions and services for
pharmaceutical manufacturers and research institutes

We are a leading brand in the PRC pharmaceutical sector and our products under the
“AUSTAR” brand have gained recognition throughout the years. We have been in operation
since 2003. We have focused on high-end critical services and products because we believe that
our extensive technical expertise and know-how and our knowledge in market trends in the
pharmaceutical industry would enable us to be a leader in the PRC in offering high-end
services and products to quality customers in most of our business segments and therefore
enjoy higher premiums in our services and products. We were awarded “Outstanding Brand”
by Process Magazine published by Vogel Industry Media in 2013 and “Top Ten Most
Competitive Well-Known Brands” by HC Pharmaceutical Industry Network in 2012. We have
further obtained certification in ISO9001 for our quality control systems. In addition, one of
our subsidiaries, Austar CE, has obtained certification in ISO9001, ISO14001 and BS OHSAS
18001.

According to Frost & Sullivan, in relation to each of our Liquid and Bioprocess System,
Clean Room and Automation Control and Monitoring System, and Life Science Consumables
segments, we ranked first in the PRC high-end market in terms of revenue in 2013; in relation
to our GMP Compliance Service segment, we ranked second in the PRC high-end market in
terms of revenue in 2013; in relation to our Powder and Solid System segment, we ranked third

in the PRC high-end market in terms of revenue in 2013.
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As an integrated engineering solutions provider, it is essential for us to acquire and
maintain our level of technology know-how of pharmaceutical manufacturing processes. The
founder of our Group, Mr. Mars Ho, who has been operating the business of trading
pharmaceutical equipment since 1991, is an early market entrant acting as an agent of European
and US pharmaceutical equipment suppliers. Our strong technical knowledge in the
pharmaceutical sector has been developed and long term relationships with different key
players in the pharmaceutical sector including pharmaceutical companies, industry associations
and organisations have been cultivated over the last decade of our operations. Through our
cooperation arrangements with our suppliers including joint venture partners, and our
experience in serving various customers in different business segments, we are able to
accumulate an extensive engineering knowledge pool and leverage on quality products offered
by our suppliers by integrating the same into our engineering solutions or our product portfolio,
and thus we can best develop tailor-made solutions to match our customers’ needs.

Over years of our operations, our project management team has grown to over 400
technical engineers and technicians and we have rich experience in the mechanism, automation
and validation documentation of many types of pharmaceutical equipment, and are proficient
in the pharmaceutical processes of all types of pharmaceutical products. With years of
experience in the provision of diversified products and tailor-made integrated engineering
solutions in the pharmaceutical sector, we are well experienced and are equipped with
advanced technical expertise and know-how and are well-positioned to supply our products and
services to our customers. Our service and product offerings facilitate the whole
pharmaceutical manufacturing processes from pharmaceutical product research to product
launch. Having acquired in-depth technical expertise and know-how in the different product
lines through the whole product life cycle of pharmaceutical industry, we have a competitive
edge in delivering our integrated engineering solutions to all types of customers including
those of Chinese traditional medicines and biopharmaceuticals, research institutes and
manufacturers of medical devices. According to the Frost & Sullivan Report, we are one of the
few integrated engineering solutions providers which are capable of providing such a
comprehensive range of tailor-made solutions and services. We differentiate ourselves from
traditional original equipment manufacturers by our ability to deliver a comprehensive range
of tailor-made solutions with quality assurance, and therefore we are well received by our
customers.

We are well-positioned to capture opportunities in the rapidly growing and evolving
pharmaceutical sector

According to the Frost & Sullivan Report, the pharmaceutical equipment, process system
and service market in the PRC has been expanding rapidly in recent years, with a CAGR of
approximately 24.8% from 2008 to 2013 and is expected to grow with a CAGR of 14.3% from
2014 to 2019. By leveraging on the opportunities created by the PRC pharmaceutical industry
research and the technological gap of manufacturing companies in the PRC from those in the
US and Western Europe, we plan to increase our market share in the PRC due to the anticipated
rising demand for technological improvements in the manufacturing processes, including

where the pharmaceutical companies with production plants based in PRC plan to comply with
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the requirements of the US FDA and EMA for export to US or Europe respectively and the
elevated requirements for China New GMP compliance. We also assisted Chengdu Institute of
Biological Products to pass the WHO pre-qualification of Japanese encephalitis vaccine on 9
October 2013, whereupon it became the first biopharmaceutical company in the PRC to pass
the WHO pre-qualification of vaccine.

According to the Frost & Sullivan Report, the biopharmaceutical market is booming. In
2013, the major source of growth came from the mature markets, with a small percentage
contributed by the emerging countries. However, with the increasing household income and
larger coverage of health care in emerging countries, the market share of biological drugs is
expected to reach 38% in 2019. And with the PRC emerging as an important player in the
global pharmaceutical supply chain, the demand for GMP Compliance Service is expected to
continuously expand. The demand for plant reconstruction and equipment upgrade of
pharmaceutical manufacturers is growing, which promote the demand for our pharmaceutical
equipment, process systems and related services.

With our high level of technical expertise and know-how and our comprehensive range of
services and products, our Group is well-positioned to offer high-end services and products
targeted to pharmaceutical manufacturers and research institutes. Any upgrade in regulatory
GMP standards will further uplift the level and requirements of pharmaceutical industry, which
will enlarge our targeted customer sector. Our Group is enjoying the benefits of the elevated
requirements under China New GMP standards, which correspond with the EU GMP standards.
The new edition emphasises not only hardware such as the physical environment of the
production plants but also the quality and risk management standard of the pharmaceutical
companies. The China New GMP standards has created business opportunities for our
businesses under the segments of Clean Room and Automation Control and Monitoring System
and GMP Compliance Service.

According to the Frost & Sullivan Report, the total market size of global clean utility,
process system and service market is expected to reach US$94.8 billion in 2019, with a CAGR
of 6.8% from 2014 to 2019, while the emerging countries is expected to grow with a CAGR
of 11.7% from 2014 to 2019. Due to technological gap between the PRC and the emerging
countries, leveraging on the know-how, expertise and experience which our group possesses
based on our years of experience in the PRC and our competitive strengths, we plan to increase
our market share in overseas market especially the emerging countries by offering and
providing our existing range of services and products to pharmaceutical manufacturing
companies based in those countries, where we consider that our service and product offerings
will be competitive in terms of quality and pricing and will be appealing to potential customers
in those markets.

Some of our high-end customers are pharmaceutical manufacturers which export their
pharmaceutical products to regulated markets such as Europe, USA, Japan and Australia. In
China, fierce competitions faced by pharmaceutical manufacturers have pushed more
companies to invest in further production plants to manufacture high-end products and export

to the regulated markets in order to obtain higher margins. It is expected that these
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pharmaceutical manufacturers will require advanced Liquid and Bioprocess System and Clean
Room and Automation Control and Monitoring System and more imported equipment in order
to comply with elevated standards. In addition, the EHS control qualification audit by the
regulated countries may further facilitate these pharmaceutical manufacturers to consider to
upgrade and use the advanced powder containment system, a higher standard of validation and
quality control services and life science consumables to protect the safety and health of

operators and environment.

According to Frost & Sullivan, biopharmaceutical products will play an increasingly
important role in the global pharmaceutical industry. According to Frost & Sullivan, China
follows the same trend and investment in antibody research, and development projects are
booming. The manufacture of these biopharmaceutical products require full automation of
water, bioprocess and air conditioning systems as well as risk and quality management systems.
We are well-positioned to serve these customers with total biological solutions covering water

and bioprocess systems, automation systems, validation services and life science consumables.

Our offices are strategically located in different parts of the PRC. Headquartered in
Beijing, we, together with our joint ventures, have production plants in Shanghai, Shijiazhuang
and Beijing and we have representative offices in Chengdu, Guangzhou and Harbin, the PRC.
We also have offices in other countries such as Italy and Indonesia. Our production plants
situated in Shijiazhuang and Songjiang area of Shanghai are close to where most of the
pharmaceutical companies in the PRC are located. The production plants of STERIS-AUSTAR
WFOE and PALL-AUSTAR WFOE are located in Shanghai and Beijing respectively. We
believe we can better serve our customers by providing direct consultation services and
products with quick response time and developing close relationships with our existing and

potential customers.

With our technical expertise and know-how, we can provide integrated engineering
solutions which comply with the prevailing industry requirements (e.g. the China New GMP
requirements). Unlike our competitors which can only provide a specific or few product line(s)
or service(s) to their customers, our comprehensive service offerings span over various
sub-sectors and different phases of the products and product life cycle in the pharmaceutical
sector, i.e. from pharmaceutical product research, drug registration, construction preparation
and completion for production plants and/or production workshops, GMP certification to
manufacturing services (which range from equipment maintenance and repair, cleaning, spare
parts and consumables supply). We believe that our capability in the provision of such a wide
range of services and products with technical expertise is an asset since we can better manage
the risk of our business and easily expand or evolve our service and product offerings into new

areas of the rapid growing pharmaceutical sector.
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We have extensive technical expertise, in-depth experience and research and development
capability

We have developed technical expertise and know-how over the years of our operations,
in terms of producing pharmaceutical manufacturing equipment and providing integrated
engineering solutions in the pharmaceutical sector.

Utilising our knowledge-experience acquisition model, we implement a four step
approach to continually improve and keep abreast of industry developments to provide
innovative and up-to-date technological solutions to our customers. We study academic
journals and acquire new ideas and concepts from our partnerships with universities. We learn
from our partnerships with suppliers and obtain practical experience in dealing with
components, equipment and software. Applying such knowledge and experience, we provide
integrated engineering solutions to our customers.

Our knowledge-experience acquisition model

Tools of

Ways of acquiring knowledge/ Source of

knowledge/experience experience What we do knowledge/experience

Partnership with Science Inspired by Academic

universities journal/collaboration

with universities

Partnership with vendors Technology Learn Components/equipment/
software

Austar Engineering Apply On-site training provided

techniques by business partners
Austar Application Execute/ Execution of our projects
implementation

We have made conscious efforts in continuously engaging in research and development
in-house so as to maintain our advanced level in technical expertise. Over the Track Record
Period, our research and development expenses accounted for 3.6%, 3.8%, 3.4% and 3.2% of
our total revenue for the three years ended 31 December 2013 and the six months ended
30 June 2014. As at the Latest Practicable Date, our research and development team consisted
of 29 members, all of whom received tertiary education, and some obtained master or doctorate
degrees. Over the Track Record Period, Mr. Mars Ho led our Group to publish numerous
articles and books so as to demonstrate our technical expertise and know-how in
pharmaceutical production processes, including articles and books titled as “Pharmaceutical
Water System”, “Pharmaceutical Process Validation Manual”, “Microbial Control in
Pharmaceutical Clean Room” and “Pharmaceutical Liquid Process Manual”. In 2012 and 2013,
staff of our Group published a total of 60 articles on pharmaceutical related journals. Our
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engineers often attend seminars, conferences and exhibitions in pharmaceutical sector held in
both the PRC and overseas, which further enhanced their technical expertise and market
sensitivity to the development of the pharmaceutical industry so as to better understand our
customers’ needs. We are sensitive to new product development trend in the pharmaceutical
sector and the latest science and technology adopted in the development trend of
pharmaceutical products. Through our experience accumulated through our years of operation,
our in-house research and development, cooperation with Sichuan University and Shenyang
Pharmaceutical University, participation in different seminars, conferences and exhibitions,
new products demonstration and technical information exchange platform with our suppliers
including our joint venture partners, PALL and STERIS, and industry associations including
the ISPE and Parenteral Drug Association, and leveraging on our suppliers’ technological
competencies, we are able to further develop our own expertise and know-how and our
engineers often leverage such knowledge onto our service and product offerings, and in
particular, in our integrated engineering solutions by addressing and solving our customers’

technical issues of process application.

We have also entered into strategic cooperation arrangements with international key
players in the life science sector including PALL, STERIS, Siemens and Rockwell, which have
enabled us to acquire technical knowledge and know-how in such arrangements and leverage
onto our service and product offerings. Leveraging on our own competitive and integrated
know-how and expertise, through our integrated engineering solutions and our GMP
Compliance Service, we can assist our customers to design tailor-made application solutions
and discover opportunities in improving their operations and thus helping our customers to

enhance their production efficiency, quality system and energy utilisation efficiency.

As at the Latest Practicable Date, we have 50 registered patents and 29 patent applications
in process in the PRC. Please see the paragraph headed “8. Intellectual property rights” in
Appendix IV to this prospectus for further details.

We have established long term and stable business relationships with well-known and
large scale pharmaceutical companies in the PRC and emerging countries

Our customers include pharmaceutical companies such as Lijun Group Companies, Hisun
Pharmaceutical, Chengdu Institute of Biological Products, Hualan Biological, Shanghai
Institute of Biological Products, GlaxoSmithKline Biologicals and Beijing Fresenius Kabi. We
have established strong business relationships with our major customers. We have cultivated
long-term relationships with a number of our major customers by providing them with quality
products and services, including integrated engineering solutions and GMP Compliance
Service. During the Track Record Period, we have transacted with more than 700 customers,
which may be our customers in one or more of our business segments. Most of our key
customers have been our customers for 3 years or more. Some of our customers ranked top 100

pharmaceutical enterprises in PRC in 2013.
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Our “AUSTAR?” brand stands for high quality and reliability which is well-recognised
among customers. We believe that our consistent and high standard of service and product
quality and our ability to deliver a wide range of service and product offerings to our customers
have enabled us to continuously obtain business opportunities from our major customers. Our
customers rely on our service and product offerings for growth, upgrade and meeting new
industry standards. Further, we believe that our understanding of our customers’ needs as well
as our track record in delivery of solutions and services and supply of products have
contributed to our success to date. This understanding enables us to anticipate market trends
and preference to provide our customers with new products to meet their demand and needs.
In addition, our ability to deliver quality services and products on a timely basis and at
competitive costs as compared with other foreign players have been the key leading to our
success in maintaining long term relationships with our customers.

We have an experienced and dedicated management team with extensive industry
experience

We have an experienced management team that has extensive experience in the
pharmaceutical sector, with a strong customer-oriented corporate culture focused in meeting
high expectations and changing demands of our customers. Under the leadership of our
management, our business has experienced significant growth. Mr. Mars Ho, the founder of our
business, our chairman and chief executive officer, possesses over 29 years of experience in the
pharmaceutical industry with a focus on equipment, engineering and technology. Due to his
rich experience and participation in the pharmaceutical industry for such a long time, Mr. Mars
Ho has witnessed the development of pharmaceutical industry in the PRC and has the vision
and ability to lead our Group. Through his leadership, our Company has gained extensive
technical expertise and know-how in the manufacturing processes of the whole pharmaceutical
products and its product life cycle. Being the past chairman and current member of China board
of directors and executive council of ISPE China, Mr. Mars Ho has devoted himself in bringing
the latest and most advanced technology to pharmaceutical industry in the PRC and made
immense contribution in the development of the pharmaceutical industry in the PRC. Other
members of our management team also possess extensive experience in engineering and
industry expertise and know-how, sales and marketing, financial management and corporate
governance.

BUSINESS STRATEGIES

Our principal objective is to maintain our position as a leading provider of integrated
engineering solutions with high-end and comprehensive services and products which are
critical in facilitating the production process and build up clean environment for
pharmaceutical manufacturers and research institutes in the PRC and to further strengthen our
presence in emerging countries. We intend to achieve our objective by implementing the
following strategies:

To increase our market share in the PRC and the emerging countries
China market
We plan to continue focusing in the PRC in the near future. In terms of territory coverage,

we will place more resources and efforts to enhance our market penetration in the PRC,
especially in various provinces where we target to increase our sales and where we see
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potential growth such as Hunan, Hubei, Guizhou, Yunnan and Gansu. We plan to increase our
sales force, hire additional staff, place more experienced sales team to cover these areas, so as
to implement our marketing plans for developing new and deepening existing relationships
with targeted customers in these areas. We intend to set up additional representative offices in
cities such as Wuhan, Jinan and Changsha and Xi’an in the next three years, so as to better
serve our clients in the provinces of Hubei, Shandong, Hunan, Jiangxi and Shaanxi. Further
details in relation to our plan for establishment of our additional representative offices and our
marketing activities are set out in “Business — Sales and marketing” of this prospectus.

Emerging countries market

Our Group has a mid-long term objective to expand our market share in the emerging
countries.

In order to satisfy the anticipated growing demand of our integrated engineering solutions
and our supply of pharmaceutical equipment for customers based in the emerging countries
such as Indonesia, Turkey and India, we have attracted and recruited additional European and
US engineers who are expatriates to improve our competitive edge in technical expertise and
increase our market coverage. In addition, we intend to enter into cooperation arrangements
with our suppliers to undertake joint marketing abroad so as to promote our services and
products.

Currently we have overseas offices in Italy and Indonesia. Our Italy office intends to
recruit and offer office space for process specialists and design engineers who are able to
support projects in Middle East, East Europe and North Africa, and key projects in China, and
to offer sales and marketing support and after-sales technical services in the regions of Middle
East, Eastern Europe and North Africa in medium term. Our Indonesia office intends to recruit
and offer office space for GMP compliance specialists and after-sales service engineers, who
are primarily serving Indonesia in the nearer term to offer sales and marketing support for
Indonesia market, and supporting other South East Asian countries in medium term. We may
consider implementing our overseas expansion plan of our sales and marketing network by
establishing additional overseas offices, including additional branches or representative
offices. Whether we consider expanding our operations into a new geographical jurisdiction,
we will take into account the following considerations: (a) the concentration of our target
customers in areas such as the number of pharmaceutical manufacturers; (b) the demand for
and the supply of similar integrated engineering solutions which we are going to apply in terms
of pricing and quality; and (c) the entry barriers in those new jurisdiction such as relevant laws
and regulations on carrying of our business, language barrier and competition from existing
local players, etc.

Diversification of our customer base

In terms of market coverage, we intend to diversify our customer base and we will
continue to focus on customers who are manufacturers and research institutes in the areas of
pharmaceuticals (including traditional Chinese medicines) and biopharmaceuticals and
manufacturers of medical devices. We plan to hire additional sales executives who are industry
specialists, enhance the collaboration between industry, product and territory specialists within
our sales team and provide on-going training to them so as to support our existing and potential
customers in their areas of expertise.
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To continue to improve and widen our service and product offerings

We intend to develop and explore new customers and increase our market share with
existing customers through offering our comprehensive range of services and products in the
pharmaceutical industry, and in particular through the enhancement of our service and product
offerings.

Improve our service and product offerings

With our experience, technical expertise and know-how accumulated over the years and
our continuous efforts to keep abreast of the latest market trend, we plan to continue to increase
and improve our service and product offerings by adopting the latest technological trends in
response to our customers’ demand, including:

. Liquid and Bioprocess System: the application of more innovative bioprocess
engineering technology with more flexible and economical systems such as
single-use technology and more reliable quality-control technologies such as
process analytical technology in our integrated engineering solutions offered under
this segment, so as to capture the expected growth of biopharmaceutical market
especially in vaccines and monoclonal antibodies in China, and be able to offer
technologically leading solutions and systems differentiating from others;

. Powder and Solid System: the application of powder containment and powder
micronisation technologies in our integrated engineering solutions offered under this
segment. Pharmaceutical manufacturers with production efficiency and in
occupational safety can definitely be differentiating from others in order to capture
the fast-growing formulation technology improvement market of drug delivery
systems, more products related to formulation technology such as milling, sizing and

blending with on-line monitoring integrated systems will be developed;

. Clean Room and Automation Control and Monitoring System: (i) in our clean
room enclosure systems, the utilisation of new materials such as PVC and stainless
steel in clean room panel, as these materials can help to improve the cleaning and
sterilisation performance adapted to innovative in-process sterilisation processes
such as vaporised hydrogen peroxide; (ii) in our automation control systems, the
development of applications of manufacturing execution systems and process
analytical technology, as manufacturing execution system with the linkage between
enterprise resources systems and control systems of equipment can help improve the
quality and compliance systems of a pharmaceutical company across the whole
pharmaceutical manufacturing process;

. GMP Compliance Service: the extension of our consultancy services with our
proper mix of foreign and local staff to offer competitive cost and technological
advantages, in the following areas: (i) cold chain consultancy services due to the
improved China’s good supply practice (GSP); (ii) operational excellence
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consultancy services, by offering gap analysis and improvement initiatives advice
and management tools; (iii) quality management system consultancy services
pursuant to regulators’ newly encouraged pharmaceutical quality systems; and (iv)
registration support services, assisting pharmaceutical manufacturers or research
organisations to register their pharmaceutical products with FDA, EMA and WHO;

. Distribution and Agency of Pharmaceutical Equipment: the entering into exclusive
distributorship arrangements with our suppliers to include pharmaceutical
equipment covering biotechnology, research laboratory, laboratory animal research
and sterilisation.

Widen the industry applications of our services and products

In addition to the above, we plan to widen the industry applications of our services and
products by making modifications in our product lines to cater for manufacturers of Chinese
traditional medicine, additional industries and markets such as medical device manufacturers,
and organisations or institutes which engage in laboratory animal research so as to further
diversify our customer base.

In the future, we intend to put more focus on services and products with higher profit
margin.

To establish R&D centre and consolidate production workshops

We anticipate that there is market potential for us to further penetrate into both the PRC
and emerging countries. Currently, our production workshops in Shijiazhuang do not have extra
space for accommodation of a large R&D facility and showrooms for our various product
workshops. In addition, our production workshops in Shanghai are spreaded over 2 different
locations, some of which have been leased by us. We plan to consolidate our existing
production workshops in Shanghai to a centralised production base at our owned property in
Shanghai so as to improve our operational efficiency. In addition, our existing production
plants in Shanghai require refurbishment. The utilisation rate of our existing production
facilities in Shijiazhuang and Shanghai are also quite high. In order to cope with our expanding
business and capture future opportunities, we plan to acquire a piece of land in Shijiazhuang
and develop it into our Shijiazhuang R&D and Production Centre and develop part of our
owned property which is currently vacant and not being occupied by our existing production

plants in Shanghai into our Songjiang Production Centre.

Shijiazhuang R&D and Production Centre

The Shijiazhuang R&D and Production Centre is intended to have a total gross floor area
of approximately 32,000 sq. m. to 35,000 sq. m., which is intended to consolidate and replace
our existing production workshops for assembling work for our integrated engineering
solutions in the segments of Liquid and Bioprocess System, Clean Room and Automation

Control and Monitoring System, and Powder and Solid System in Shijiazhuang and house our
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new powder and solid process application centre, liquid process application centre, and
bioprocess application centre. These new application centres are our additional R&D facilities
which are expected to also allow us to better demonstrate our capabilities to our customers and
conduct application testing for our customers. The total investment cost of our Shijiazhuang
R&D and Production Centre is estimated to be approximately RMB109.0 million which mainly
includes cost of acquisition of land, professional fees, construction costs and purchase of
equipment. We intend to acquire the land and develop it by two phases. As at the Latest
Practicable Date, we have obtained indicative approval from the PRC local governmental
authority in relation to site selection of a piece of land with an area of approximately 53,000
sq. m. at Shijiazhuang High-New Technology Industry Development Zone, and are discussing
the terms of acquisition, and neither definitive terms of purchase have been agreed upon nor

legally binding agreement have been entered into by the parties.

The following sets out the development plans of our Shijiazhuang R&D and Production

Centre:

Expected time Expected date  Estimated total
Phase frame of operation investment cost Source of funds Details
(RMB million)

Phase One: Production plant and liquid process application centre
Acquisition of land ~ Completion by Ist - 16.0  Proceeds of the Global ~ To acquire a piece of land
use rights quarter of 2015 Offering with land area of

approximately 33,000 sq. m.
and build a production plant
and liquid process
application centre with a
gross floor area of
approximately 26,000 sq. m.
to 28,000 sq. m.

Construction of Construction Ist quarter of 45.0 Proceeds of the Global Foundation works,
production plant period: st quarter 2016 Offering construction of production
of 2015 to 4th workshops for: (a)
quarter of 2015 assembling work of

integrated engineering
solutions, (b) skid and (c)
discharge machines

Purchase of Installation by 4th st quarter of 7.0 As to RMBS5.0 million, Upon installation and full
equipment for quarter of 2015 2016 internally generated operation, annual maximum
production plant funds; and as to production capacity of our

RMB2.0 million, production lines for skid are
proceeds of the Global — expected to increase as
Offering follows:

skid: from 139 units to

300 units

discharging machines:
23 to 50 units
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Phase

Construction cost
and cost of
equipment

purchase for liquid
process application

centre

Expected time
frame

Construction
period: Ist quarter
of 2015 to 4th
quarter of 2015

Installation by 4th
quarter of 2015

Expected date

of operation

Ist quarter of
2016

Estimated total

investment cost

Source of funds

(RMB million)

10.0  Proceeds of the Global

Offering

Phase Two: Powder and solid application centre and bioprocess system application centre

Acquisition of land
use rights

Construction cost
and equipment
purchase

Completion by 4th
quarter of 2015

Construction
period: st quarter
of 2016 to 4th
quarter of 2016

Installation by 4th
quarter of 2016

Ist quarter of
2017

9.0 Proceeds of the Global
Offering

22.0 As to RMBI12 million,
internally generated
funds; and as to
RMB10 million,
proceeds of the Global

Offering

Details

Construction of a liquid
process application centre

To acquire a piece of land
with land area of 20,000 sq.
m. to build the powder and
solid process application
centre and bioprocess
application centre with gross
floor area of approximately
6,000 sq. m. to 7,000 sq. m.

Construction of powder and
solid process application
centre and bioprocess
application centre

As at the Latest Practicable Date, we had not yet implemented the above development

plan and no expenditure had been incurred for such plan.

Songjiang Production Centre

The Songjiang Production Centre is intended to be developed on our self-owned property

which is currently vacant and not occupied by our production facilities in Shanghai, and is

intended to have a gross floor area of approximately 16,000 sq. m. to 18,000 sq. m. It will

comprise our new production facilities in Shanghai, and will consolidate our existing

production workshops for manufacture of our products in the segments of Liquid and

Bioprocess System and Clean Room and Automation Control and Monitoring System in

Shanghai. The expected total investment cost of the Songjiang Production Centre is

approximately RMB39.0 million which mainly includes construction costs and purchase of

equipment.
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The following sets out the development plans of the Songjiang Production Centre:

Expected time
frame

Construction Construction
period: Ist quarter
of 2016 to 4th
quarter of 2016

Purchase of Installation by 4th
equipment quarter of 2016

Expected date  Estimated total
of operation investment cost
(RMB million)

Ist quarter of 32.0
2017
Ist quarter of 7.0
2017

Source of funds

Proceeds of the Global
Offering

As to RMB6.0 million,
internally generated
funds; and as to
RMBI1.0 million,
proceeds of the Global
Offering

Details of development
works

Foundation works,
construction of production
workshops for: (a) clean
room panels, doors and
windows; and (b) purified
water generator

Upon installation and full
operation, annual maximum
production capacity of our
production lines for clean
room panels, doors and
windows, purified water
generators, heat exchanger
and pressure vessels are
expected to increase as
follows:

Clean room panels: from
31,320 units to 80,000 units
Doors: from 5,600 units to
10,000 units

Windows: from 5,567 units
to 10,000 units

Purified water generator:
from 41 units to 100 units
Heat exchanger: from 199
units to 500 units

Pressure vessel: from 72
units to 200 units

As at the Latest Practicable Date, we had not yet implemented the above development

plan and no expenditure had been incurred for such plan.

We expect the payback period'" for the initial set up costs of the Shijiazhuang R&D and

Production Centre and the Songjiang Production Centre to be approximately 36 to 48 months

and approximately 36 to 48 months respectively. We expect the profit and loss breakeven

period® for the Shijiazhuang R&D and Production Centre and the Songjiang Production

Centre to be within 12 months, respectively.

Notes:

(1)  Payback period refers to the period of time required to recover the initial setup costs, which is expected to grow
in line with the Group’s overall capital expansion plan of our production centre by its net profit, assuming the
revenue will increase in line with the overall business growth and there will be no material impact on the
business and operating result of the production centre due to fluctuation in market demand, market inflations,
increase in new material costs and labor expenses throughout the operation periods.

(2)  Breakeven period refers to the period of time required for a production centre to generate sales equal to its
operating cost for the first time, assuming the nurturing period for a production centre would generally take
one to three months after opening and revenue growth rates and growth profit margins would be similar to the

existing production facilities.
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The expansion plan and increase in production capacities have been made and planned by
the Group after considering the market growth potential in both the PRC and emerging
countries, and likelihood or recurrence of the various factors that have driven our historical
performance during the Track Record Period. In general, our expansion plan aims to cater for
market demand in the long term.

The China New GMP standards require the manufacturers of sterile pharmaceuticals to
pass the specified standards by the end of 2013 while the other pharmaceutical manufacturers
shall pass the required standards before 31 December 2015. Despite the 2013 and 2015 expiry,
the Group expects that there will be an on-going and persistent demand of our services and
products from the pharmaceutical manufacturers as they are required by the China New GMP
standards to achieve GMP compliance on an annual basis, even after expiration of the deadline
for initial compliance of the China New GMP. The China New GMP is thus expected to create
a sustainable pipeline of new and retrofit projects. Those who fail to pass the China New GMP
standards by 2015 are expected to continue to invest funds in improvement and updates in
forthcoming years.

We consider that our business and future growth are driven by a number of factors apart
from the promulgation of China New GMP standards, which include the growing bio-
pharmaceutical sector, difference in the GMP standard between PRC and U.S. and Europe,
increasing pharmaceutical exports (which are required to comply with higher standards) and
increasing market share of the high end tier of our market, which our Directors believe, will
be collectively expected to create a rising and continuous demand for high end pharmaceutical
equipment, process systems and services, particularly for solution providers which can provide
turn-key projects for foreign pharmaceutical manufacturers on combining imported
technologies and standards with local expertise such as our Group. Further, we intend to
continue to focus on the high-end market, which consists of foreign and large sized
pharmaceutical manufacturers which are typically more willing and prepared to make
investments in improving and upgrading their equipment and process systems to maintain
quality and brand awareness.

A substantial amount of investment costs in our expansion plans is attributed to the
acquisition of land and development of research and development facilities, which is in line
with our long term goal of demonstrating and expanding our capabilities and allow us to deliver
a better service to our customers including conducting testing application for them. In addition,
our expansion plan will be executed prudently since the expansion plan is to be carried out in
phases, where the development of Shijiazhuang R&D and Production Centre is divided into
two phases which are expected to operate in 2016 and 2017 respectively, and that the Songjiang
Production Centre is expected to operate in 2017, and their implementation may be adjusted in
accordance with the market demand.

Our Directors are of the view that there is a high likelihood that the factors considered
above will continue to drive our business performance going forward, the expansion plan is
considered to be reasonable and has been thoroughly considered to proactively capture the
market growth opportunities arising from the driving factors above which would benefit our
Group and its shareholders.
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Our Directors believe that the development of the Shijiazhuang R&D and Production
Centre and the Songjiang Production Centre could bring the following benefits to our Group:

(a) consolidation of the differently located production plants to increase efficiency;

(b) the new production facilities will be built with higher quality standard, and equipped
with more advanced manufacturing equipment, and thus we could enjoy cost savings
through maximising production efficiency;

(c) the increase in our production capacity will help us to meet the increasing demand
for our products and to increase our market penetration;

(d) the increase in our scale of operations could also further bring us benefits from
economies of scale; and

(e) the establishment of the powder and solid application centre, the liquid process
application centre, and the bioprocess application centre in the Shijiazhuang R&D
and Production Centre will enhance our research and development capabilities for
our different segments in Liquid and Bioprocess System and Powder and Solid
System, and allow us to showcase our product lines under different testing
environments to our customers.

To strengthen our research and development and product design and development
capabilities

We believe that the success of our service and product offerings depend on our ability to
anticipate and respond to trends in technological development and our ability to produce and
provide reliable, compatible and quality services and products. We will continue to strengthen
our research and development and product design and development capabilities by building
dedicated facilities and hiring additional full-time research and development personnel. We
believe that by establishing the application centres and research and development facilities in
the new Shijiazhuang R&D and Production Centre, our product design and development
capabilities will be improved since we will have dedicated space to accommodate facilities to
conduct our research and development and showcase our results.

We plan to apply additional resources in the following areas in order to enhance our
research and development and product design and development capabilities:

(a) conduct research in-house on the latest technologies with a focus on:

(i) improving the production efficiency and enhancement of performance of
existing products such as operational and energy efficiency to increase
competitiveness of our products (e.g. production of standardised major
components of our Liquid and Bioprocess System and Powder and Solid
System, which we believe we will benefit from cost efficiency and eliminating
performance variance in the production processes);
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(ii) development of new product offerings and new product applications (e.g.
modularisation of components used in our pharmaceutical water system and
our clean room enclosures, and the development of further applications for our
existing product lines for use by a wider range of customers such as Chinese

traditional medicine manufacturers);

(iii) improving our services and development of new service offerings (e.g. the
development of further applications for management execution systems and
consultancy services in cold chain and operational excellence);

(b) employ additional qualified engineers and experts from the PRC or abroad with
specific technological knowledge which fit into our product strategies for our
research and development and product design and development;

(c) enter into strategic cooperation arrangements, such as partnerships or joint ventures
with European and US based pharmaceutical equipment manufacturers;

(d) gain access to the use of new technology through entering into licensing

arrangements with technology companies or business partners; and

(e) acquire product technologies so as to enhance our service and product offerings
through merger and acquisition of other technological companies if the above

options are not feasible and/or when the opportunities arise.

To expand by opportunistic and strategic acquisition of business and/or companies

Based on our leading position in the PRC market, we believe that we are well-positioned
to take advantage of the market consolidation in the PRC pharmaceutical industry.

We intend to seek suitable targets who are other players in the pharmaceutical equipment,
process system and service market possessing critical product technologies and which may be
based in North America, Europe or the PRC to further expand our service and product offerings
to our customers in the PRC and emerging countries by applying such technologies with our
technical expertise and know-how. We intend that our office in Italy will assist to search and
explore joint venture, technology licensing and acquisition opportunities in Europe and
conduct liaison with those potential partners and target companies. We believe that we will be
able to identify and acquire suitable targets. We believe that our market knowledge and the
information gained through our network connections developed throughout our years of
experience would be useful for us to identify suitable acquisition targets and conduct effective
negotiations during the acquisition process.

In identifying suitable acquisition targets, we take into account factors including their
geographical locations, product portfolio and potential applications, technology and know-
how, revenues, customer base and, our financial capability whether they complement to our
Group. As at the Latest Practicable Date, we have not identified any acquisition targets.
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OUR BUSINESS MODELS

Through discussion and consultation with potential customers at conventions and
exhibitions, we are able to identify business opportunities where we offer our customers a wide
range of services and products and act as a solutions provider for our customers. We operate
our business under three business models, namely (a) integrated engineering solutions, (b)
consulting services and (c) distribution and agency. Under which, we provide major services
and products under six business segments, namely, (1) Liquid and Bioprocess System; (2)
Clean Room and Automation Control and Monitoring System; (3) Powder and Solid System;
(4) GMP Compliance Service; (5) Life Science Consumables; and (6) Distribution and Agency
of Pharmaceutical Equipment. Our ability to provide comprehensive services and products
which are critical for facilitating the production process in different stages of a pharmaceutical
product lifecycle and environment for pharmaceutical production across these business
segments enables us to solidify our working relationships with our customers. Set out below
are the description of our business models and the major service and product offerings under

each of the business models.

(A) Integrated engineering solutions

We provide integrated engineering solutions under our business segments of Liquid and
Bioprocess System, Clean Room and Automation Control System and Powder and Solid
System. Our value-added integrated engineering solutions are tailor-made for our customers’
own production process. We offer our customers with system construction, hardware and
software engineering and techniques, including advice on choice of equipment, production
process flow, applications of production techniques and validation documentation, which help
them to identify technical issues and provide them with solutions including the equipment,
parts and application techniques to enhance the efficiency and effectiveness of production
process, and resolve some of the challenges that they may face during production. As a result,
our customers are able to shorten the design and construction timeline of the new facilities and
attain the required standards of their pharmaceutical products and to improve the production
and energy utilisation efficiency and effectiveness of their production processes and produce

high-quality pharmaceutical products in a cost-effective way.

Our customers usually specify their requirement and specifications of their desired
results/products, based on our communication and clarification with the customers, we would
assess the feasibility and the technical requirements of the system concerned and would
propose a solution to our customers as to the selection of equipment, pipings and other
components. Our integrated engineering solutions focus on the critical phases of a
pharmaceutical manufacturing process, including liquid preparation, bioprocess, powder and
solid handling, and building up and monitoring of a clean and sterile environment for
pharmaceutical production. With the elevated standards and regulatory requirements of
pharmaceutical products, a robust and efficient system for handling the key processes of

increased pharmaceutical production becomes vital for many pharmaceutical companies.
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Some of our integrated engineering solutions which require construction works to be
carried out by us on site (e.g. those require distribution loop pipings to be installed in our
pharmaceutical water system) would be classified as “construction contracts”, while others
would only require simple installation on site only, and such contracts would be classified as
“sale of goods” under our accounting policy. The duration of a project involving construction
works to be carried out by us usually ranges from 6 months to 1 year. This also depends on the
complexity and scale of the project and the time schedule required by our customer, subject to
any changes in requirement on the delivery timetable or alteration to the specifications of the
project. The duration of a project not involving construction works but simple installation
usually ranges from 6 months to 9 months, as the time taken for installation service and testing
onsite is shorter in duration.

The following illustrates the principal workflow in our provision of system integration

. Detailed
. Tendering . .
Project or design Project Testing
identification negotiation and implementation
procurement

For our integrated engineering solutions projects, we charge our price on a case-by-case

services:

basis after negotiation with our customers, and the price is normally determined on a cost-plus
basis with reference to our business strategies, market demand, past relationship with the
customers and complexity of the work. The price of contracts relating to our integrated
engineering solutions are generally fixed at the time of entering into the contract. For our
business segments in Liquid and Bioprocess System, Clean Room and Automation Control and
Monitoring System and Powder and Solid System under this business model, most of our
revenue are recognised by way of revenue recognition methods of “sale of goods” and
“construction contracts”, while insignificant amount of agency fees, which contributed less
than 4% of revenue under respective business segments under this business model, are derived
from our provision of pharmaceutical equipment under our agency and distribution business
which forms part of our integrated engineering solutions. For details of our revenue recognition
policy, please refer to the Accountant’s Report as set out in Appendix I to this prospectus.

The payment terms for our integrated engineering solutions depend on the terms of the
relevant contract, usually by installments with reference to the progress of the relevant project.
We generally require 30% to 40% prepayment upon signing of the relevant contracts, and a
further sum to be paid up to approximately 40% to 60% of the total contract sum by the
customers after satisfaction of the factory acceptance test or upon despatch or installation, and
the customers would need to pay the remaining balance or up to 90% after satisfaction of site
acceptance test. As a guarantee of our obligations under our warranty in favour of our
customers, approximately 5% to 10% of the total contract sum will be retained by our
customers as retention money, or we will arrange with the bank to issue a letter of guarantee
in favour of our customers covering 5% to 10% of the total contract sum in exchange for a
pledged deposit at the bank in the amount of up to 100% of the guarantee value, depending on
our credit line available at the bank, and such amount will be released to us upon expiry of the
warranty period. The warranty period lasts for one to two years.
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Further details of our integrated engineering solutions under our business segments of
Liquid and Bioprocess System, Clean Room and Automation Control and Monitoring System
are set out in the section “Business — Our services and products” below.

During the Track Record Period, our provision of integrated engineering solutions is
principally carried out in the PRC to our customers based in the PRC. We have also provided
integrated engineering solutions to overseas customers located in emerging countries such as
Indonesia and Turkey.

Step 1 — Project identification

Projects are generally identified via marketing activities conducted by our sales team. We
organise seminars and attend various international exhibitions and conventions where we have
direct contact with potential customers. In addition, we promote our services and products by
email to existing and potential customers or by distributing brochures. Regular visits to our
showroom and our production plants for reference projects are also organised for practitioners
in the pharmaceutical industry to promote the awareness of our services and products.

We may be informed of potential projects through direct approach by customers, by
receiving invitation letters for tender or tender notices on the websites of our existing and
potential customers.

We also achieve synergy through cooperation between our business segments. The sales
managers of different business segments meet on a monthly basis to exchange their industry
information and potential customers, and may refer their potential customers who require
services and products of the other business segments to each other.

For each project opportunity, our sales team will evaluate the technical specifications of
the products and systems, requirements and expected budget set out by the customers upon
receipt of the customers’ requirements. Our sales team with the technical support from our
engineering team will prepare a proposal of integrated engineering solution comprising the
process systems and/or pharmaceutical equipment to be used and develop the application,
installation and operational procedures at preliminary level. At preliminary assessment, the
profitability of the project will be conducted. If the project opportunity fits our scope of
services and satisfies our requisite profit margin requirement, the project opportunity will be
submitted to sales director who will evaluate whether to participate in the opportunity.

Step 2 — Tendering or direct negotiation

When our Group decides to pursue a particular business opportunity, our engineering
team and sales manager will commence the preparation of the proposal or relevant tender
documents in accordance with the requirements of the potential customers, and a typical
bidding proposal shall contain the proposed system integration design, execution plan and the
fee quote. The bidding proposal will then be submitted to the customers for their evaluation.
Subsequent to the submission of quotation or tender, we will answer queries on the submitted
documents or attend tender interview. Should the customer select us to provide the system
integration solutions, we will proceed to review and negotiate the contract terms.
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Upon confirmation from our customers, we would enter into binding legal contracts with
our customers, which set out the specifications and price structure of the integrated engineering
solutions, warranty provisions and obligations and rights of the parties.

Step 3 — Detailed design and procurement

Detailed design

A project team comprising a project manager and process engineers will be formulated.
A project team will generally be led by a project manager, who is responsible for the overall
management of the project and who has the requisite expertise in the technology and relevant
experience to manage the project. Members of our project team will perform detailed site visits
to the locations at which the proposed solutions will be installed. Based on the results of the
project site survey, physical environment of the premises, specific requirements of the
customers and the proposed solutions submitted to the customers, a detailed project
implementation with system integration design and product requirements schedule will be
formulated by our engineering team. A revised proposed solutions will be submitted to the
customers for design qualification and amendment, if necessary, to the satisfaction of the
customers.

Procurement

The project team will prepare a detailed budget for each project which will be confirmed
by the project manager and then approved by the project director. In preparing the budget plan,
we usually take into account: (i) the scope and complexity of the integrated engineering
solutions; (ii) the duration of the project; (iii) the quotation obtained from our suppliers, taking
into account future inflation and escalation in prices; (iv) the resources of our Group, such as
manpower, to be allocated to the project; and (v) the estimated project sum. The project team
will ensure that all equipment, components and materials required for the project will be
available and arrive as per project schedule, sourced from reliable suppliers and will be
procured within the approved budget. Typically, we will request for supplier quotation for key
equipment and components (and those which we have not entered into a supply agreement)
during the preparation of our quotation, if we are awarded the contract, we will follow-up with
the selected supplier(s). We usually take into factors such as pricing, customer’s budget and
preference and our past experience with the supplier. Our procurement department will
negotiate on pricing and contract terms with the relevant suppliers.

If our proposed solutions require products manufactured by us, our procurement
department would coordinate with our production department to confirm the expected
completion time of the relevant equipment; details of our production process are set out in the
section headed “Business — Production — Production process of our Group” of this prospectus.

For the integrated engineering solutions offered under the business segment of Liquid and
Bioprocess System, if our proposed solutions require products manufactured by our joint
venture company STERIS-AUSTAR WFOE or other suppliers, our procurement department
would coordinate with the relevant supplier to confirm the availability or the expected delivery
date of the relevant equipment.
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Step 4 — Project implementation

After completion of detailed design and procurement stage, our production staff of the
relevant business segment(s) carry out the system construction and engineering works,
assembling and compiling the products and necessary parts and components using their skills
and techniques at our production plants. After completion of necessary work at our production
plant, (a) in relation to our projects which require construction works to be carried out, on site
construction and installation services would involve more extensive procedures ranging from
3 to 6 months where our project team will further construct the necessary process system (e.g.
building the distribution loop pipings on site) and assemble the equipment and components and
install them on site; and (b) in relation to any projects not involving construction works, our
project team will perform the necessary works on site which will normally take approximately
one week in duration. If our customers are located overseas, where required by our customers,
our technical engineer(s) would visit the site overseas and give guidance on the installation
works to be undertaken by our customers.

We have adopted cost control measures, in order to further strengthen our management of
the budget of our integrated engineering solutions, which usually involves our project manager
prepares and submits to the general manager an analysis report for every project on a monthly
basis. Such report contains a comparison between our estimated budget and the actual costs
incurred. Any deviation from the estimate budget will be highlighted in the report so as to draw
the attention of the general manager of the relevant business segment to such deviation. If the
cost overrun in our projects as a result of change in the customers’ instructions, we may adjust
our fees pursuant to contracts entered into with our customers, we will negotiate with the
customers in accordance with the original contract and may enter into supplemental contracts
with the customers in relation to the costs. In addition, our finance department is responsible
for monitoring accounts payables, monthly payables and receivables. We will receive staged

payments from customers in accordance with the terms of sales contract.

Our Group had not experienced material cost overrun during the Track Record Period.
During project implementation, there may also be instances of variation orders where
specification and scope of works are amended from that originally contracted, a variation order

may increase, omit or vary the original scope of work and alter the original sum.

Step 5 — Testing

Unit and integration testing

Our quality assurance staff undertakes unit and integration testing to verify functionality,
performance and reliability of key control points, welding positions and the interface in a
system. In order to achieve a consistent standard in our performance, we have adopted a
stringent control and assurance system for monitoring the functionality and performance of key

control points in the project implementation process.
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When our project manager is of the view that the relevant works are ready for inspection,
our project manager will arrange the quality assurance staff to carry out inspection on the key
works such as key control points and welding positions to ensure that the works performed by
us comply with the requirements as set out in the relevant contract. Where any work fails to
pass our inspection, the quality assurance staff and project manager will determine rectification
actions. Upon completion of a project, our project manager will inspect the works and check
that all specified inspections and tests have been carried out and that the relevant data meets

the specified requirements under the contract.

Factory acceptance testing

We conduct factory acceptance testing for all the equipment manufactured by us, which
may in turn be used in our integrated engineering solutions. Prior to delivery, our production
team and quality assurance staff will work with our customers to perform acceptance test at our
plants to ensure the equipment operates according to contractual specifications and functional
requirements. Adjustments will be made, if necessary, to the satisfaction of our customers.
Upon inspection by the customer, a report will be signed by the customer to indicate initial
acceptance of the testing.

Site acceptance testing

Upon passing of the unit and integration testing and the factory acceptance testing (for
equipment which are manufactured by us), the system frame, including pipelines and joints,
together with the equipment, will be sent to the customers’ site for integration and installation.
Our project manager will attend the testing together with the customers and/or the customers’
quality assurance team. Depending on the complexity and scale of the project and the
requirement of individual customers, the time required for site acceptance testing ranges from
one to two weeks. Site acceptance testing includes inspection, adjustment and system testing.
Upon satisfaction of the customer, a report will be signed by the customer to indicate
acceptance of the completed work. During installation, we will provide training to the staff of
our customers so that they can become familiarised with it. The cost of training has already

been included in the quotation of the project.

Final payment and after-sales support

For most of our integrated engineering solutions provided, we will normally provide a
warranty period of one year. Upon the expiry of the warranty period, the retention money
which has been retained by the customer or an equivalent amount being placed with a bank
(depending on the requirement by our customers) shall be released to our Group. In relation to
those equipment which are purchased from third parties, the warranty provision shall follow
the warranty policy of the relevant manufacturers or service providers. Details of the warranty
policies of equipment sourced form outsiders where we act as distributor are set out in the
section headed “Business — Our business models — (C) Distributorship and agency” of this

prospectus.
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We provide after-sales services to our customers free of charge within our warranty period
if our products malfunction due to product/process system defect. If our warranty period has
expired or the malfunctions are caused by improper use or maintenance by the customers, we
charge service fees incurred and/or cost of parts and components if our customers are agreeable
with such terms quotation, and such fees are recognised as revenue in the respective business
segment relating to integrated engineering solutions.

Our customer service team will answer various enquiries from customers such as
quotation or availability of a particular component or spare parts, and technical issues.
Relevant issues will be handled by our execution team and quality control personnel as
appropriate. If there is requirement for after-sales services, support/repair services will be
arranged in accordance with the urgency of the problem except in individual cases where the
customers requested specifically that the after-sales services must be delivered to them within
a specific number of days. Our project team will also initiate to contact the customers to
understand whether they have any problem in the operation of the system.

(B) Consulting Services

We provide consulting services under our business segment of GMP Compliance Service.
Focusing on GMP compliance, our services comprise validation consultancy services,
validation testing services, QMS consultancy services, GEP and consultancy services and
training services.

We possess GMP consultation experience in pharmaceutical industry for more than five
years, and are able to provide professional, comprehensive validation and GMP consultation
service which comply with the GMP requirements of FDA, EMA, CFDA and relevant
international organisations such as WHO. Further details of our services which we provide
under GMP Compliance Service are set out in the section headed “Business — Our services and
products” below.

For our consulting services, we also price our services on a cost-plus basis and take into
account two main factors, namely the expected number of working hours involved and the
complexity of the services required, which in turn determines whether more senior engineers,
whose time costs are higher, are required. We also take into account the market demand and
past relationships with the customers. Revenue from this business model is recognised in the
accounting period in which the services are rendered, by reference to the stage of completion
of the provision of the services. For details of our revenue recognition policy, please refer to
the Accountant’s Report as set out in Appendix I to this prospectus.

For our consulting services offered, we generally require a prepayment amount of
approximately 30%. Subsequent payments will be made in accordance with the progress of the
services and subject to negotiation between the parties. In most cases, approximately 5% to
10% of the total contract price would be held at a bank or the same amount being will be held
by the customers, which would be paid to our Group upon receiving certification of GMP
compliance by our customers or the expiration of the one-year warranty period, whichever is
the earlier.
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The following illustrates the principal workflow adopted in our provision of consulting

. Tendering
Project or Execution Reportin;
identification L P £
negotiation

Step 1 — Project identification

services:

Projects are generally identified by our sales team through marketing activities such as
attendance at and hosting of various international exhibitions and conventions, and hosting of

various seminars and trainings.

In addition, we also promote our services and products by emails to existing and potential
customers or by distributing brochures. We also achieve synergy through cooperation between
our business segments. The sales managers of different business segments meet on a monthly
basis to exchange their industry information and potential customers, and may refer their
potential customers who requires services and products of the other business segments. We may
also be informed of projects subject to tender by receiving invitation letters or through direct

approach from customers.

Step 2 — Negotiation or tendering

When there is a open tender or a private invitation to submit a tender, our sales and
consultancy team will evaluate whether the project opportunity fits our scope of services, and
such decision will be brought to department head who will evaluate whether to participate in
the tender.

When our Group decides to go for a particular tender or pursue a business opportunity,
our sales team and our consultancy team will commence the preparation of the relevant tender
documents or fee proposal in accordance with the requirements of the potential customers, a
typical proposal will contain the proposed scope of services, execution plan and the fee quote.
The proposal will then be submitted to the customers for their evaluation. Subsequent to the
submission of quotation or tender, we may be invited to a presentation and we will answer
queries on the submitted documents. Should the customer select us, we will proceed to review

and negotiate the contract terms.

Upon confirmation of engagement from our customers, the sales team of our consulting
segment would enter into legal binding contracts with the customers, which set out the scope

of work, specifications, price structure of the services and obligations and rights of parties.
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Step 3 — Execution

Once the engagement of the project is confirmed, team heads of each project team will
be selected according to the type and complexity of services required in the relevant project.
At the initial stage of each project, the team head of each project team will communicate to
each of the teammates their responsible tasks, and a detailed service protocol which sets out
the detailed design, objectives, procedures will be prepared by the team which is reviewed by
the team head. During the process, the responsible team members of the project teams will
conduct researches and collect information from the client. For certain projects, site visit may
be arranged if necessary. Based on the information collected, the responsible team members of
the project teams will prepare a draft report which contains results of site inspection, if any,
data analysis, testing results, major findings and recommendations to the customers. To ensure
the quality and accuracy of work, the draft report will then be reviewed by quality control

engineer.

Step 4 — Reporting

The first draft of the report will be sent to the customers for comment, and it may be
revised by incorporating the comments from the customers and/or other professional parties
engaged by the customers. Upon obtaining confirmation from the customers that they have no
further comments, the final report will be signed by the project manager and issued to the

customers accordingly.

The duration of the services normally ranges from 6 months to 2 years, depending on (i)
nature of the services required; (ii) the complexity and scale of the project; (iii) the schedule
set up by our customers; and (iv) any updated requirement on the timetable or alteration to the
details of the project.

Given the duration of the consultancy project, our Group has a detailed budget for each
consultancy project, under the supervision of the project manager. The consultancy team
members are required to record their time used to ensure a proper record of time and costs are
available for monitoring the budget. The project manager will monitor the progress of the

project and the costs incurred, including time costs and costs of other materials, if any.

For every project, the draft report prepared by our project team will be reviewed by
several engineers, which involves review of the process and method in conducing the
compliance testing and the documentation of the report, including the contents and language
used. Sometimes consultants may also review and give comments as necessary. A customer
satisfaction questionnaire will be distributed to the customers and the end users of our services
to understand the effectiveness of our services including GMP compliance services and training

services provided and to strive for improvement in our services.
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(C) Distributorship and agency

We are distributor and sales agent of life science consumables, instruments and
pharmaceutical equipment of various brands, both overseas and in the PRC. Distributorship
and agency sales are important and strategic elements in our business because we are of the
view that it allows us to have first hand market information and keep us updated with the latest
know-how and technology by understanding the latest technology used and specification of the
major equipment in the market through negotiation process with the suppliers and the
customers. We adopt a stringent criteria for choosing suppliers based on the industry ranking
of the suppliers and the portfolio of the suppliers’ existing customers in order to maintain a
high quality and effective solutions to our customers. Currently, we act as distributor and agent
for certain products ranging from pharmaceutical equipment to life science consumables.

We sell life science consumables and pharmaceutical equipment to pharmaceutical
companies and research institutes. Such life science consumables and pharmaceutical
equipment are not manufactured by our Group and are sourced from vendors outside our Group
in both the PRC and overseas (including our joint venture companies, STERIS-AUSTAR
WEFOE and PALL-AUSTAR WFOE).

After-sales services will be provided either by us or the manufacturers according to the
terms and conditions as set out in the sales contract.

For our distributorship and agency sales, we determine the price of the products based on,
among others, the prevailing price of similar products available in the relevant markets, the
cost of procurement of the products for distributorship sales, the amount of our commission for
agency sales (which is calculated with reference to the selling price of the products), our
marketing strategies for particular products, market demand and past relationship with the
customers. We are subject to any price restrictions imposed by some of our suppliers. Under
this business model, we derive revenue from sale of goods for distributorship sales; and for
agency sales, we derive revenue from agency fee in return for our agency services provided.
For Distribution and Agency of Pharmaceutical Equipment segment under this business model,
the agency fee, which contributed about 0.6%, 24.2%, 27.9% and 20.7% of revenue in 2011,
2012, 2013 and the six months ended 30 June 2014, respectively under this segment, are
derived from our agency service for suppliers. For Life Science Consumables segment under
this business model, the agency fee for agency service contributed only less than 1% of revenue
during the Track Record Period under this segment. For details of our revenue recognition
policy, please refer to the Accountant’s Report as set out in Appendix I to this prospectus.

For distributorship sales, the payment schedule varies according to different product types
and the payment is by installments.

For agency sales, the customers will settle payment for the products or equipment with
our suppliers directly. Our Group generally receives commission, which is calculated with
reference to the contract sum payable to our suppliers, as and when money is actually received

by our suppliers from the customers and upon our issuance of invoice.
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Distributorship

Our Group is a distributor of certain life science consumables and pharmaceutical
instrument in a number of established brands, and our ambit of distributorship ranges from
exclusive distributorship (which relates to a specific territory), first class distributorship
(which allows us to procure goods at a greater discount and to appoint sub-contractors) and
authorised distributorship (which entitles us to non-exclusive distributorship right, but not to
appoint any sub-distributors).

We enter into distributorship agreements with our suppliers, and usually a forecast
amount of purchase would be set out in the agreements, but there is neither minimum amount
of purchase required nor any penalty arising from the failure to meet the expected amount of
purchase. For most of the goods, we would generally purchase according to demand, and on
average a two to four-month inventory level would be kept for these commonly used stocks,
depending on the lead time, delivery time and the general demand of the product concerned.

Details of the major terms of our distributorship agreements are set out in the section
headed “Business — Suppliers and procurement” of this prospectus.

Below are the typical steps for distributorship sales:

Step 1 — Identify market and potential customers

Customers are generally identified via marketing activities attended by our sales team. We
organise and attend various international exhibitions, conventions and seminars where we have
direct contact with potential customers, in addition, we also promote our services and products
by emails to existing and potential customers or by distributing brochures. We may also be
informed of projects through direct approach by customers.

In addition, we also achieve synergy through cooperation between our business segments.
The sales managers of different business segments meet on a monthly basis to exchange their
industry information and potential customers, and may refer their potential customers who
require services and products of the other business segments.

Step 2 — Procurement

Our sales team will look into the market and select the appropriate products based on
market demand, product quality and reputation of the supplier. When potential customer makes
enquiry as to the availability of products, including the specification, volume and expected
delivery time, our sales team will check if such products are within our scope of distribution
we will revert our customers, if there are sufficient stock in our warehouses, the sales team will
arrange to sign a formal sales contract with them. The sales contract typically sets out the basic
terms of a contract including price, quantity, specifications and expected delivery time and
mode.
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If there is sufficient stock, our procurement department will arrange to deliver the goods
to the customers, and depending on the shipment terms, we will also handle all the relevant
custom clearance matters. If the relevant goods ordered are out of stock or there is insufficient
quantity to meet the customers’ demand, our supply chain management department will

proceed to purchase from the suppliers and entered into formal purchase contract.

Step 3 — Delivery and after-sales services

When the relevant goods are ready for shipment, our procurement department will arrange
to deliver such goods to the customers and handle the relevant custom clearance matters.
Arrangement of after-sales services is dependent on individual suppliers. We may provide
after-sales services for certain goods, for others, we will direct them to the relevant suppliers

for such support.

Agency

We also act as sales agent of certain pharmaceutical equipment in a number of established
brands. We have been granted both exclusive and non-exclusive agency right in respect of
different products pursuant to the agency agreements entered into between us and with our
suppliers of pharmaceutical equipment. We adopt a stringent criteria for choosing suppliers in
order to maintain our brand reputation. Details of the major terms of our agency agreements

are set out in the section headed “Business — Suppliers and procurement” of this prospectus.

Below are the typical steps for our agency sales:

Step 1 — Identify market and potential customers

Customers are generally identified via marketing activities conducted by our sales team.
We organise and attend various international exhibitions, conventions and seminars where we
have direct contact with potential customers, in addition, we also promote our services and
products by emails to existing and potential customers or by distributing brochures. We may

also be informed of projects through direct approach by customers.

In addition, we also achieve synergy through cooperation between our business segments.
The sales managers of different business segments meet on a monthly basis to exchange their
industry information and potential customers, and may refer their potential customers who

require services and products of the other business segments.
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Step 2 — Formal quotation and purchase orders

Our sales team will look into the market and select appropriate products for sales based
on market demand.

When potential customer makes enquiry as to the availability of products, including the
specification and expected delivery time, our sales team will visit the customers for technical
and commercial discussion. Our sales team will then communicate with the supplier about the
customers’ specifications and expected time of delivery.

Our suppliers will then proceed to prepare a proposal and quotation to the customers
based on the specifications of the customers. Upon confirmation by the customers as to the
terms of proposal, we will facilitate the entering into of the formal sales contract between the
customer and the supplier.

Step 3 — Delivery and after-sales services

Goods will be delivered directly from the suppliers to the customers according to the
shipment terms as agreed between them, after-sales services will be provided directly by the
suppliers or us to the customers. If after-sales services are required from us, we will enter into
after-sales service agreements with the suppliers, who will pay us for a fee for providing
after-sales support to the end customers.

The products which our Group distribute and which we sold through agency arrangements
will be described in details in the section headed “Business — Our Services and Products”
below.

OUR SERVICES AND PRODUCTS
(1) Liquid and Bioprocess System

Liquid and Bioprocess System include all liquid related systems such as clean utilities
and bioprocess systems involved in a pharmaceutical production process. Our integrated
engineering solutions provided under this business segment can offer various solutions in
process systems which are custom built for our customers to enable our customers to prepare
liquid for production of different pharmaceutical products. The major types of process systems
include pharmaceutical water systems, liquid preparation systems and bioprocess systems. Our
integrated engineering solutions in relation to a typical process system in this segment include
design, construction by assembling equipment, components and parts, installation,
commissioning, validation, operation, performance testing and maintenance to ensure
reliability and consistency. We also provide maintenance work after installation of the system.

Pharmaceutical water system

Pharmaceutical water system treats water into different grades (e.g. purified water or
water for injection) for different pharmaceutical uses. A pharmaceutical water system aims to
prevent microbial, chemical and physical contamination of water during production, storage
and distribution.
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Our typical pharmaceutical water system solutions consists of the following equipment

and components:

Purified water generators
manufactured

by us, which are

used for

production of purified
water

. & ’ E """?r -
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Purified water tanks
manufactured by us, which
are used for storage and to

accommodate demand
peaks

Purified water distribution
skids manufactured

by us which are used to
facilitate the control and
monitoring compliance
using modular design and
plug-and-play concept

Distribution loop pipings
manufactured by us which
are used to connect the
main water equipment,
tanks, skid, pumps, heat

exchangers and point of
usage (POU) in one closed

Liquid preparation and bioprocess system

circuit system with piping
and valves

We provide integrated engineering solutions in liquid preparation system which prepares

solutions for production of various kinds of liquid dosage including sterile small volume and

large volume injectable pharmaceutical products and oral liquid pharmaceutical products, by

means of different process phases including different mixing of water and raw materials,

filtering, weighing and transfer systems, cleaning and sterilisation. A liquid preparation system

composed of preparation mixing vessel, storage tank, distribution loop pipings and CIP/SIP

unit. Various equipment are either manufactured by us or sourced from other suppliers, and

examples are set out below:

Preparation mixing vessels
manufactured by us which are used
for mixing raw materials with water,
which may involve multiple tanks for
preparing liquid solution for
injectable pharmaceutical products
and oral liquid pharmaceutical
products.

CIP/SIP units manufactured
by us which are used for cleaning

and sterilisation of the vessels, piping
and the whole system.
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Bioprocess system facilitates the production of biopharmaceutical such as monoclonal
antibody, vaccine, recombinant protein product and blood products from biological materials
including mammalian cells, bacteria, enzymes. We offer integrated engineering solutions in
bioprocess systems for biopharmaceutical companies by integrating medium preparation
systems, buffer preparation systems and CIP/SIP units, which are all manufactured by us, and
equipment from other suppliers in Europe or China, with our distribution loop piping. Set out

below are some examples of main equipment used in the process:

Medium preparation system manufactured by us, which Buffer preparation system manufactured by us prepares
consists of tanks, pumps, heat exchangers, filters, valves, the buffers made of multiple liquids and mixes them in
piping and instruments, is used to facilitate the growth of the buffer preparation tanks for use in diafiltration
biological materials such as mammalian, yeast, insect, or processes.

bacterial cells.

Our revenue generated from Liquid and Bioprocess System segment accounted for
RMB177.9 million, RMB228.7 million, RMB381.0 million and RMBI147.2 million,
respectively, representing about 54.8%, 54.4%, 54.0% and 45.8% of our total revenue for the
years ended 31 December 2011, 2012, 2013 and the six months ended 30 June 2014,

respectively.

(2) Clean Room and Automation Control and Monitoring System

Clean room is a controlled clean environment which is critical for the manufacture of
pharmaceutical products. A clean room equipped with an effective automation control and
monitoring system are core facilities in the pharmaceutical production process. Since clean
rooms are governed by protocols and guidelines issued by authorities such as the US FDA,
EMA and CFDA, our automation control and monitoring systems are able to monitor the level
of particles or temperature to ensure the clean room is operating within the required
classifications in accordance with the relevant standards.

Our integrated engineering solutions provided under this business segment can enable our
clients to ensure the production environment is controlled and compliant with various GMP
regulations for production of different pharmaceutical products. The major types of our
systems in this segment include clean room enclosure systems, automation control systems and
monitoring systems. Our integrated engineering solutions in relation to a typical process
system in this segment include design, construction by assembling, components and parts,
installation, commissioning, validation, operation, performance testing and maintenance to

ensure reliability and consistency.
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Clean room enclosure system

We offer solutions to set up a clean room enclosure system by constructing an
environment which has a controlled level of contamination as specified by the number of
particles per cubic meter at a specified particle size, to ensure a low level of environmental
pollutants such as dust, airborne microbes, aerosol particles and chemical vapors, such
environment is critical in pharmaceutical production and scientific research. Our clean room
design and components comply with the relevant standards of current GMP in the PRC, EU
GMP in Europe and FDA in the USA, Components of a typical clean room enclosure system
comprise clean room wall panels and ceiling panels, door, window and a lighting system. All
of the components are designed and manufactured by us to avoid dust accumulation and other
particles to make a clean room enclosure effective.

Wall Panel Ceiling Panel Door Window

Automation control system

We offer solutions in automation control systems to our customers by sourcing the
relevant systems from solution partners such as Siemens and Rockwell and other suppliers, and
we provide integration services to set up the system including customer designing for our
customers’ application or build according to their layout, including installation, programming
and ensure the functioning of such system. There are three main types of automation control
systems:

(a) machinery automation which can be applied for automation of pharmaceutical
equipment;

(b) process automation which can be applied for automation of production processes of
bulk drugs, chemical drugs, biopharmaceutical products and traditional Chinese
medicine; and

(c) factory automation which can be applied in (i) utilities control systems covering air
conditioning, water and steam, compressed air, light current and electrical aspects;
and (ii) factory information systems covering warehouse, energy management and
MES.

Monitoring system

We offer solutions in monitoring systems which enable pharmaceutical manufacturers to
monitor various elements such as pressure, temperature, humidity, particulate, airborne viable
particles within the clean room which is useful for customers who produce bulk drugs,
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chemical drugs, biological products and traditional Chinese medicines which require carefully
controlled environment. We source monitoring systems from suppliers such as Hach and we
provide integration services to set up the systems involving customer design for our customers’
application or build according to their layout installation and programming.

Our revenue generated from Clean Room and Automation Control and Monitoring System
segment accounted for RMB67.9 million, RMB82.6 million, RMB152.5 million and RMB73.8
million, respectively, representing about 20.9%, 19.6%, 21.6% and 23.0% of our total revenue
for the years ended 31 December 2011, 2012, 2013 and the six months ended 30 June 2014,
respectively.

(3) Powder and Solid System

We offer integrated engineering solutions in Powder and Solid System using dust-free and
containment technology for processing, storage, blending and transportation of pharmaceutical
products in either solid or powder form, including excipients, active pharmaceutical
ingredients, granules, capsules and tablets. Our Powder and Solid Systems comply with the
China New GMP requirements. The major types of Powder and Solid Systems offered by us
include weighing and dispensing systems, sterile containment handling systems and isolation
and containment systems. Our integrated engineering solutions in relation to a typical process
system in this segment include design, construction by assembling equipment, components and
parts, installation, commissioning, validation, operation, performance testing and maintenance
to ensure reliability and consistency. We also provide maintenance work after installation of
the system.

Weighing and dispensing system

A weighing and dispensing system is used to prepare raw materials in powder form of
pharmaceutical products. It transfers, mixes, weighs and dispenses a variety of materials
automatically depending on different production formulation. The system has been widely used
in pharmaceutical industry.

The major components of a weighing and dispensing system offered in our integrated
engineering solutions include a discharging machine, mill, screening machine and mixing
machine, which are either manufactured by us or sourced from other suppliers. An example of

a weighing and dispensing system is set out below:

Discharging machines manufactured by us are used in discharge of
active pharmaceutical ingredient from aluminum drum or bag to the bin.

- 152 -



BUSINESS

Sterile containment handling system

A sterile containment handling system is used for handling of sterile active
pharmaceutical ingredients (APIs) and sterile formulations. A typical contained sterile process
of sterile API production includes drying, sterile contained transfer, milling, mixing and filling.
We can customise the system process according to the different product production process
demands of our customers.

The major components of a sterile containment handling system include vacuum

conveyor, split butterfly valve, mill, mixer and discharging machine, which are either
manufactured by us or sourced from other suppliers. Some of them are set out below:

.

Vacuum conveyors sourced from suppliers are a dust-free Split butterfly valves sourced from suppliers can transfer
airtight equipment which transmits granular and powder products in an air-tight condition to avoid cross
by means of vacuum suction. contamination and can protect the operator and the

operational conditions.
Isolation and containment system

An isolation and containment system is critical to minimise operator exposure and
process cross contamination. Containment goals are based on the requirements to provide the
operator optimum protection, maintain good GMP conditions, eliminate cross contamination,
and reduce cleaning space.

According to the level of isolation and containment, it can be divided into isolators and
restricted access barrier systems (RABS). We offer integrated engineering solutions in isolation
and containment systems with the following key products which are either manufactured by us
or sourced from other suppliers.

A sterility test isolator designed A sterile dispensing/sampling isolator A restricted access barrier system

and manufactured by us based on manufactured by us is used to conduct (RABS) manufactured by us provides
our customer’s specific sterile dispensing/sampling an enclosed environment to reduce risk
requirements allows operators to within it. of contamination.

perform sterility testing in an
sterile environment.
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Our revenue generated from Powder and Solid System segment accounted for
RMB11.5 million, RMB24.1 million, RMB44.4 million and RMB27.6 million, respectively,
representing about 3.5%, 5.7%, 6.3% and 8.6% of our total revenue for the years ended 31
December 2011, 2012, 2013 and the six months ended 30 June 2014, respectively.

(4) GMP Compliance Service

We offer our customers consultancy services in relation to GMP compliance in order to
facilitate our customers to comply with GMP requirements. Our GMP compliance consultancy
services provide comprehensive and tailored solutions to all kinds of pharmaceutical
companies. With extensive experience, our service team provides compliance support in GMP
requirements covering European (EMA), US (FDA), WHO and China (CFDA) regulations. The
major types of GMP compliance services include validation consultancy services, validation
testing services, QMS consultancy services, GEP consultancy services and training services,
details of which are set out below:

Validation consultancy services

We provide pharmaceutical companies who would like to pass the GMP regulations of
CFDA, EMA, FDA and WHO with comprehensive validation consulting services including
devising validation master plan (VMP), GMP design review, risk assessment, HVAC system
and facilities validation, clean gas system validation, pharmaceutical equipment validation,
computerised system validation, laboratory analytical instruments validation, cleaning
validation and process validation. All of which enable our customers to maintain their
production equipment and facilities in compliance with the GMP requirements.

Validation testing services

We offer testing services under CFDA, EMA and FDA requirements for pharmaceutical
companies using comprehensive validation test instruments. Our services include HVAC

system test, clean pipeline system test and pharmaceutical equipment test.

OMS consultancy services

We assist customers to establish GMP compliant quality management systems, conduct
gap analysis and give suggestions for improvement and propose recommendations on the
feasibility of implementation of the GMP regulations of CFDA, EMA, FDA and WHO as well
as relevant regulations and standard operation procedure (SOP).

GEP consultancy services

We provide engineering project management services which cover the whole process from
user requirements, design preliminary review, procurement, bidding, construction,
commissioning, qualification, acceptance, and training to delivery for customers based on ISPE
guideline, GEP, and standards adopted in local and overseas pharmaceutical industry.
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Training services

We provide diversified training programs including site training, remote training and
Austar website e-learning training system. Our “Austar e-learning training platform” is a
customised learning platform for pharmaceutical enterprises based on web and can be used for
internal staff trainings or customers trainings.

Our revenue generated from sales of GMP Compliance Service segment accounted for
RMB14.7 million, RMB31.5 million, RMB47.7 million and RMB24.9 million, respectively,
representing about 4.5%, 7.5%, 6.8% and 7.8% of our total revenue for the years ended
31 December 2011, 2012, 2013 and the six months ended 30 June 2014, respectively.

(5) Life Science Consumables

We offer a variety of life science consumables which help our customers to achieve a
clean environment for their production and to facilitate them in passing the FDA, EMA, WHO,
CFDA GMP inspections. Our major life science consumables are divided into seven categories,
namely, sterile packaging, cleaning products, disinfection and sterilisation products, sterility
assurance products, personal protection products, cleaning tools and single-use bioprocess
systems such as single-use mixing systems and single-use bioreactors. The products in this
segments are manufactured either by PALL-AUSTAR WFOE, STERIS or other suppliers and
are distributed by us. Examples of our products in this segment are set out below.

=
Ultra-clean sterile Tyvek bag, which Cleaning products which are sourced Disinfection and sterilisation products
is produced by PALL-AUSTAR from STERIS include alkaline which are sourced from STERIS are
WFOE, is used for sterile packaging cleaners, acidic cleaners, neutral used in killing microorganisms and
of, medical devices etc. cleaners, and detergent additives are spores, and can be used in different
used for cleaning of different kinds of  clean room or pharmaceutical
dirt. products contact surfaces.

e 20—

A single-use mixing system
manufactured by PALL

Our revenue generated from Life Science Consumables segment accounted for RMB27.4
million, RMB34.6 million, RMB52.8 million and RMB34.4 million, respectively, representing
about 8.4%, 8.2%, 7.5% and 10.7% of our total revenue for the years ended 31 December 2011,
2012, 2013 and the six months ended 30 June 2014, respectively.
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(6) Distribution and Agency of Pharmaceutical Equipment

We act as sales agent or distributor for a variety of pharmaceutical equipment and special
spare parts of well-known brands from companies located overseas including Italy, Germany
and USA, and also from our joint venture partner STERIS. The products are classified under
four categories, namely, (i) washing, disinfection and sterilisation machines, which are used for
sterilisation in the pharmaceutical, medical and other industries; (ii) inspection machines,
which are used to check the quality of the finished goods according to GMP regulations, e.g.
testing for leakage; (iii) oral solid dosage production workshop, which is used for oral
pharmaceutical product production; and (iv) sterile filling machines, which are used for filling
of powder vials, bottles, syringes, tubes and solid phase extraction columns. Our suppliers
include STERIS, Alexanderwerk and M&O Perry. To facilitate the business under this segment
and provide better support to our suppliers, we also provide technical services of
pharmaceutical equipment to our customers, such as installation and commissioning,
maintenance and fault elimination, overhauling and cleaning services. Examples of some of the

pharmaceutical equipment sourced from our suppliers are set out below:

VHP bio-decontamination device Steam Steriliser

Dry granulator Powder filling machine

We also act as sales agent or distributor for a variety of pharmaceutical equipment of
well-known brands of China for overseas market. Such cooperation arrangements can leverage

on our sales network, and increase our market coverage.

Our revenue generated from Distribution and Agency of Pharmaceutical Equipment
accounted for RMB25.8 million, RMB19.3 million, RMB26.8 million and RMB13.0 million,
respectively, representing about 7.9%, 4.6%, 3.8% and 4.1% of our total revenue for the years
ended 31 December 2011, 2012, 2013 and the six months ended 30 June 2014, respectively.
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PRODUCTS MANUFACTURED BY OUR JOINT VENTURES

PALL-AUSTAR WFOE manufactures a number of life science consumables, which we
act as distributor and/or agent of PALL-AUSTAR WFOE under our Life Science Consumables
segment. The products are widely used in the pharmaceutical process, in response to the
increasing demand for innovative disposable solutions from pharmaceutical manufacturers.

The “single use” products include powder transfer vessels and sterile bags. The following are
examples of life science consumables manufactured by PALL-AUSTAR WFOE and distributed
by us:

Ultraclean freeze-dry film Ultraclean Tyvek bag Ultraclean polythene bag

STERIS-AUSTAR WFOE manufactures multiple effect water stills and pure steam
generators. They are key equipment of our pharmaceutical water systems, which falls in our
Liquid and Bioprocess System segment. Examples of such products are set out below:

Multiple effect water stills Pure steam generator

PRODUCTION

Production process of our Group

The main products which we manufacture are pressure vessels, skid and purified water
generators which are used in pharmaceutical water systems and liquid engineering systems
both offered under the business segment of Liquid and Bioprocess System, and discharging
machines which are used in the various systems such as weighing and dispensing systems,
offered under the business segment of Powder and Solid System. These products can either be
supplied as an equipment as part of our integrated engineering solutions or sold on an
individual basis. The following sets out the main steps of their production process.

Purchase of Component

Assembling Testing and
raw materials processing

> Welding |—> Polishing [—> and integration despatch
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Process

Purchase of raw
materials

Component
processing

Welding

Polishing

Assembling and

integration

Description

After confirming the detailed
design according to the
customer’s requirements, our
procurement department will
check the inventory level and
procure necessary raw
materials.

Component processing
involves processing of the
materials by cutting, milling
and drilling in accordance with
the detailed design.

Different parts such as the
pipings and the connection
points frame will be welded
together and endoscopic
inspection will be carried out
to examine welding points.

After completion of the major
processing and integration
steps, the product will go
through subsequent processing
which involves surface

treatment such as polishing

and rust proofing.

Installation of electrical
components, instruments,
pipelines and wiring of the

equipment.
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Process Description

Testing and despatch ~ The final step of testing
involves circuit test and water
pressure test, and after
completion of despatch

inspection, the system will be

released for packaging and
shipping.

We also manufacture components of a clean room enclosure system which is offered
under our business segment of Clean Room and Automation Control and Monitoring System,
which mainly include panels, doors and windows. Production process of which is set out

below:

Steel plate Push down
Purchase of forming/glass .| Core materials/ | | and drilline/ Testing and
raw materials clean out and glue filling i . ne despatch
assembling air inflation
Process Description

Purchase of raw

materials

Steel plate
forming/glass
cleanout and

assembling

After confirming the detailed
design according to the
customer’s requirements, our
procurement department will
check the inventory level and
procure necessary raw
materials.

For panels and doors, the first
step of the production involves
making of the steel strip into
keel by the frame forming
machine, and the keel and
angle connector are assembled
into the frame; for windows,
glass will first be dried by the
cleanout machine and the glass
and inside casing are
assembled together.
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Process Description
Core materials/glue For panels and doors, the
filling colour steel plate and the

frame are then assembled
together and the core materials

will be integrated into the
frame; for windows, glue are
then filled into the outside of
the glass and outline border.

Push down and For panels and doors, the
drilling/air inflation colour steel plate and filled
frame are assembled together
and pushed down with
briquetting, and pores will be
drilled in the door plate;

afterwards, the door plate and
frame will be assembled
together and the accessories of
doors such as handles will be
installed; for windows, they
will be cleaned again and
inflate with argon.

Testing and despatch ~ Testing and inspection will be
carried out before the products
are released for packaging and
storage.

Production process of our joint ventures
The major products produced by PALL-AUSTAR WFOE are sterile bags, which we

distribute in our Life Science Consumables segment and, the production process of which is set

out as below:

Packaging
and
sterilisation

v

v

v

v

Extrusion Slitting Bag-making Storage
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Process

Extrusion

Slitting

Bag-making

Packaging and

sterilisation

Storage

The major products produced by STERIS-AUSTAR WFOE include pure steam generator
and multiple effect water stills, which we supply in our Liquid and Bioprocess System

Description

In a clean room, resins are heated in
the extruders to manufacture film.

In a clean room, the film will be cut
into different sizes.

Depending on customers’
requirements, bags of different sizes
will be manufactured by bag making

machines in clean room.

The bags will be packaged and
undergo sterilisation.

The sterile bags will be stored in a
dry and ventilated room.

segment, and the production process is set out as below:

Purchase of
raw materials

Component
processing

Assembling of
pressure vessel
and frame

>

Piping

Control
cabinet
preparation

>

Final
assembling

Testing and
despatch
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Process Description
Purchase of raw After confirming the detailed
materials design according to the

customers’ requirements, our
procurement department will
check inventory level and

procure necessary raw

materials.
Component The frame will be built for ==l B
- - - L EAERS
processing housing equipment and ‘

components at a later stage.

Assembling of Pressure vessel and the frame
pressure vessel and  of the generator will be
frame assembled together.

Piping Components will be connected

with pipelines in accordance
with the design plan.
Endoscopic inspection will be
carried out to check the
pipelines and the connection.

Control cabinet The control cabinet will be
preparation assembled together with
electrical component,
instruments and wiring of the
whole generator.
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Process Description

Final assembling The components and
equipment such as pressure
vessel, control cabinet and
pipings will be assembled
together.

Testing and despatch ~ The final steps of testing ¥ LS _{]
-JJJ._.ﬂ.

% |” ‘m
i
completion of the despatch

inspection, the system will be ._ =S 1’1 / /

released for packaging and
shipping.

involves circuit test and water
pressure test, and after

Production plants

We together with our joint ventures have four production plants located in Shanghai,
Shijiazhuang, and Beijing, which have a total gross floor area of approximately 18,110 sq. m,
comprising a total of 8,209 sq. m in Shanghai, 8,741 sq. m. in Shijiazhuang and 1,160 sq. m.
in Beijing. Our production plants are strategically located in major cities in the PRC, with close
proximity to our customers.

Our integrated engineering solutions business is based in Shanghai and Shijiazhuang. As
at the Latest Practicable Date, there were in total 8 production workshops in our 4 production
plants, comprising 4 in Shanghai (including 1 workshop used by STERIS-AUSTAR WFOE),
3 in Shijiazhuang and 1 in Beijing which is used by PALL-AUSTAR WFOE.

In our production plants located in Shijiazhuang, we manufacture skid and discharging
machines which we supply as part of our integrated engineering solutions in the Liquid and
Bioprocess System and Powder and Solid System segments respectively. In our production
plants in Shanghai, we manufacture panels, doors and other components for our clean room
enclosure systems under our Clean Room and Automation Control and Monitoring System
segment, and we also manufacture purified water generators, pressure vessels and heat
exchangers under our Liquid and Bioprocess System segment. The production plant of
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PALL-AUSTAR WFOE is located in Beijing with a gross floor area of approximately 1,160
sq.m, whilst STERIS-AUSTAR WFOE shares part of our production plants in Shanghai.
Further details of STERIS-AUSTAR WFOE and PALL-AUSTAR WFOE are set out in more

details in the section headed “Business — Our joint ventures”.

As at the Latest Practicable Date, our Group together with our joint ventures have four

production plants in the PRC, two in Shanghai, and one each in Shijiazhuang and Beijing with

an aggregate gross floor area of 18,110 sq. m. including:

(@)

(b)

(c)

4 production workshops located in our production plants in Shanghai for production
of equipment and components to be used in our integrated engineering solutions,
including clean room panels, doors and windows as part of our clean room enclosure
systems offered by our Clean Room and Automation Control and Monitoring System
segment, pressure vessel, purified water generator and heat exchanger which are
supplied as part of our integrated engineering solutions in pharmaceutical water
systems and liquid preparation and bioprocess systems under our Liquid and
Bioprocess System segment; and 1 production workshop located in our production
plants in Shanghai is being leased by us to STERIS-AUSTAR WFOE for its

production of multiple effect water stills and pure steam generator;

3 production workshops located in our production plants in Shijiazhuang for
manufacture of skid which are all used in our pharmaceutical water systems and
liquid preparation systems under Liquid and Bioprocess System segment, and
discharging machines which are used in our weighing and dispensing systems,
offered under our Powder and Solid System segment. We also manufacture control
cabinet used in our integrated engineering solutions offered under Clean Room and

Automation Control and Monitoring System segment; and

1 production workshop located in Beijing for the production of sterile bags by
PALL-AUSTAR WFOE.
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Notes:

€y

The calculation of the annual production capacity was based on the following assumptions:

(a)

(b)

©

(d)

For the production of clean room panels, we have assumed that there were 21.75 working days each
month during the Track Record Period, and each compressing machine is capable of producing 15 pieces
of panels each day. During the Track Record Period, there were 4, 5, 8 and 8 compressing machines for
the year ended 31 December 2011, 2012 and 2013 and the six months ended 30 June 2014 respectively.
Therefore, the expected annual production capacity for clean room panels is calculated based on the
following formula: number of pieces of wood panels which can be produced by each compressing
machine per day x number of compressing machines x 21.75 working days per month x 12 months.

For the production of clean room doors, we have assumed that there were 21.75 working days each
month during the Track Record Period, and it takes 2.61 working hours to produce an unit of clean room
door. During the Track Record Period, there were 4, 7, 7 and 7 workmen during the year ended 31
December 2011, 2012 and 2013 and the six months ended 30 June 2014 respectively. Therefore the
expected annual production capacity for clean room doors is calculated based on the following formula:
(average number of workmen employed during the year x number of working hours per day x number
of working days per month x 12 months) / number of working hours required for production of an unit
of clean room door.

For the production of clean room windows, we have assumed that there were 21.75 working days each
month during the Track Record Period, and it takes 1.5 working hours to produce an unit of clean room
window. During the Track Record Period, there were 4 workmen during the year ended 31 December
2012 and 2013 and the six months ended 30 June 2014 respectively. Therefore the expected annual
production capacity for clean room windows is calculated based on the following formula: (average
number of workmen employed during the year x number of working hours per day x number of working
days per month x 12 months) / number of working hours required for production of an unit of clean room
window.

For the production of purified water generator, pressure vessel, heat exchanger, skid and discharging
machine, their production capacity is calculated based on the working hours as the machines are
produced manually. We have assumed that there were 8 working hours per day, and 21.75 working days
per month. Therefore, the expected annual production capacity for purified water generator is calculated
based on the following formula: (average number of workmen employed during the year x number of
working hours per day x number of working days per month x 12 months) / number of working hours
required for production of the product. Therefore, we deduce the following production capacity:

@) for the production of purified water generator, it takes 675 working hours to produce a water
generator. During the Track Record Period, there were 12, 13, 13 and 13 workmen during the year
ended 31 December 2011, 2012 and 2013 and the six months ended 30 June 2014 respectively.
Therefore, the expected annual production capacity for purified water generator is calculated
based on the following formula: (average number of workmen employed during the year x number
of working hours per day x number of working days per month x 12 months) / number of working
hours required for production of a water generator;

(i1)  the production capacity for the production of pressure vessel and heat exchanger can be
calculated based on the same formula as water generator, and its takes 261 and 157 working hours
for the production of a pressure vessel and heat exchanger respectively, and there were 9 and 15
workmen for producing pressure vessel and heat exchanger respectively for the year ended 31
December 2013 and the six months ended 30 June 2014;

(iii)  for the production of skid, it takes 300 working hours to produce a skid for each of the year ended
31 December 2011, 2012 and 2013 and the six months ended 30 June 2014 respectively, and there
were 10, 12, 20 and 20 workmen in the production workshop for the year ended 31 December
2011, 2012 and 2013 and the six months ended 30 June 2014 respectively;

(iv)  for the production of discharging machine, it takes an average of 1,100 working hours to produce
a discharging machine. There were 12 workmen in the production workshop for the year ended
31 December 2013 and the six months ended 30 June 2014;
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(2)

3)

(e)  For the production of sterile bags by PALL-AUSTAR WFOE, it involves three machines, namely,
extrusion line, slitting machine and a bag making machine. An extrusion line can produce 100 kg per
hour and works 24 hours a day, the slitting machines can cut 1,000 sq.m. into the required size per hour
and work 23 hours a day, and a bag making machine can produce 3,000 bags per hour, and it can work
23 hours a day. The production volume of an extrusion line and slitting machine shall be calculated
taking into account the success rate (i.e. 95 to 98%) and the size of the bags required by the customers.
The production volume of the extrusion line can be calculated taking into account of the success rate
of 95%. The default rate is mainly due to the sub-quality production during the course of shutting down
and turning on the machine. During the Track Record Period, there were one unit of extrusion line,
slitting machine and bag making machine for each of the machine during the year ended 31 December
2011, 2012 and 2013 and the six months ended 30 June 2014 respectively. The expected annual
production capacity for the sterile bag produced by PALL-AUSTAR WFOE is calculated based on the
lower of the production volume of extrusion line and the slitting machines which is calculated with
following formula: (average number of slitting machine/extrusion line during the year x number of
working hours per day x number of working days per month x 12 months) / slitting machines x success
rate x size coefficient. For the purpose of calculating the expected annual production capacity, 28 days
per month was used as the number of working days per month.

(f)  For the production of multiple effect water stills by the STERIS-AUSTAR WFOE, it takes 602 working
hours. During the Track Record Period, there were 11, 12, 12 and 12 workmen during the year ended
31 December 2011, 2012 and 2013 and the six months ended 30 June 2014 respectively. Therefore, the
expected annual production capacity for the multiple effect water stills produced by STERIS-AUSTAR
WFOE is calculated based on the following formula: (average number of workmen employed during the
year x number of working hours per day x number of working days per month x 12 months) / number
of working hours required for the production of the water generator. The production capacity of pure
steam generator is converted into equivalent number of set of multiple effect water stills.

(g) The average number of 8 working hours per day and 21.75 days per month were used for the purpose
of calculation of production capacity since the production of a machine requires the same group of
workmen to continue with the production process, therefore shift is not possible and only 8 hours per
day can be used to calculate the production capacity.

(h)  For those marked with N/A, production of the products in the respective year has not commenced.

The utilisation rate of the production workshop of skid reached 109% for the year ended 31 December 2012,
125% for the year ended 31 December 2013 and an annualized utilization rate of 104% for the six months
ended 30 June 2014 due to the increase in order intake and the number of working hours of workmen used for
the production. For the six months ended 30 June 2014, the utilisation rate of production workshop of heat
exchanger, skid, discharging machine and multiple effect water stills exceeded or reached 100% as there was
an increase in order intake and thus leading to an increase in the number of working hours of workmen used
for the production. During the six months ended 30 June 2014, certain workers work in both the production
lines of heat exchanger and pressure vessel, therefore certain workers originally assigned to the production of
pressure vessel will have spare capacities for the production of heat exchanger.

The utilisation rate for the six months ended 30 June 2014 was calculated by dividing the annualised
production capacity by the annualised production volume. The annualised production capacity was calculated
the same way as the expected annual production capacity. The annualised production volume was calculated
by multiplying the actual production volume for the six months ended 30 June 2014 by 12 and dividing it by
6.

Our technicians and workers carried out the production process with assistance of certain

equipment such as welding machines and compressing machines. All of the production

equipment are owned by our Group, and most of them were used for less than 6 years and our

Group has implemented policies for maintenance of the production equipment. The utilisation
rate for PALL-AUSTAR WFOE was relatively low because the production of PALL-AUSTAR
WFOE is still at an initial stage, therefore production facilities which bear a larger production

capacity has been acquired for future expansion; and for the over-utilisation relating to skids

is due to the overtime work by the relevant workers.
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As the utilisation rate of our production facilities has been steadily increasing towards full
capacity during the Track Record Record, we plan to expand our production facilities by
constructing 2 new production plants in Shijiazhuang and Songjiang, which are expected to
commence production in 2016 and 2017, respectively. For details of our expansion plans,
please refer to the section headed “Business — Business Strategies — To establish R&D centre
and consolidate production workshops” of this prospectus.

OUR JOINT VENTURES

We have entered into joint venture arrangements with STERIS and PALL (a former
wholly-owned subsidiary of ATMI whose life science business was acquired by PALL). Both
STERIS and PALL are established players in the life science industry. STERIS is a global
leader in infection prevention, contamination control, surgical and critical care technologies,
and through a series of strategic acquisitions and continual innovation of new products, it holds
a broad portfolio of products in the industry. PALL is a filtration, separation and purification
leader providing solutions to meet the critical fluid management needs of customers across the
broad spectrum of life science and industry. Both companies are listed on the NYSE and have
over 20 years of experience and have been recognised as leaders in the life science industry.

Our Group entered into such arrangements with the goal to further strengthen our
reputation in the market by being the business partner, exclusive distributor and exclusive sales
agent in the PRC of two renowned groups in the life science industry. We cooperated with the
two joint venture partners by setting up a joint venture company with each of them, namely,
STERIS-AUSTAR JV and PALL-AUSTAR JV. Each of such joint ventures in turn set up a
WFOE in the PRC, namely, STERIS-AUSTAR WFOE and PALL-AUSTAR WFOE. Further
details of the joint venture agreements are set out in the section headed “History,

Reorganisation and Group structure” of this prospectus.

STERIS-AUSTAR WFOE develops and produces pure steam generators and multiple
effect water stills. PALL-AUSTAR WFOE develops and produces pharmaceutical packaging
materials such as single-use powder transfer vessels, sterile bags and Tyvek bags. Details of the
products and the production process are set out in the sections headed “Business — Our services
and products” and “Business — Production — Production process of our Group” of this

prospectus.

Through our joint venture arrangements with STERIS and PALL, which are established
companies in the life science industry, we were able to leverage on the different pharmaceutical
manufacturing equipment developed and/or manufactured by STERIS and STERIS-AUSTAR
WFOE and the life science consumables developed and/or manufactured by PALL and
PALL-AUSTAR WFOE respectively, by integrating such products into our integrated
engineering solutions and offering a variety of quality products in our product portfolio to our
customers on a complementary basis with our joint venture partners. In addition, we were able
to leverage on the synergy arising from the cooperation in the production process of various
equipment and life science consumable. We believe our joint ventures will help us to tap into
new markets, broaden our customer base and increase our existing market in the PRC.
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STERIS-AUSTAR JV

We entered into a joint venture with STERIS in relation to STERIS-AUSTAR JV in 2006.
We act as the exclusive distributor and exclusive sales agent for STERIS-AUSTAR WFOE in
the PRC in respect of pure steam generators and multiple effect water stills manufactured by
it, which are in turn integrated into our integrated engineering solutions in our business
segment of Liquid and Bioprocess System. STERIS-AUSTAR WFOE exclusively supplies
these two pharmaceutical equipment to us, or through the exclusive agency arrangement,
supplies to our customers in the PRC.

We also act as a supplier for STERIS-AUSTAR WFOE where we supply pressure vessel
manufactured by us for use as one of the key components of the equipment manufactured by
STERIS-AUSTAR WFOE.

PALL-AUSTAR JV

We entered into a joint venture with ATMI in relation to PALL-AUSTAR JV in 2007. Our
joint venture partner in PALL-AUSTAR JV was subsequently acquired by PALL when PALL
acquired the life science business of ATMI in 2014.

We act as the exclusive distributor for PALL-AUSTAR WFOE in the PRC and exclusive
sales agent for PALL-AUSTAR WFOE in specified territory in Asia Pacific region, in each
case, other than certain companies identified by PALL, in respect of the life science
consumables manufactured by it, such as powder transfer vessels and sterile bags. These are
the products that we offer to our customers in the business segment of Life Science
Consumables. PALL-AUSTAR WFOE exclusively supplies these life science consumables to
us, or through the exclusive agency arrangement, supplies to our customers, in the PRC.

We also act as a supplier for PALL-AUSTAR WFOE where we supply pharmaceutical
indicators, clean room enclosures and life science consumables such as gloves, polyester
wipers for use during their manufacturing process.

In the event that our joint venture arrangements are terminated with any of STERIS or
PALL, we can and will source alternative suppliers to ensure that we are able to provide a
steady supply of quality products and services to our customers.

STERIS

We purchase certain life science consumables such as cleaning products and
pharmaceutical equipment such as pharmaceutical grade washer from STERIS and distribute
these products in the PRC. These products are part of the pharmaceutical equipment which we
offer to our customers in the business segments of Life Science Consumables and Distribution
and Agency of Pharmaceutical Equipment. The total purchase amount relating to these products
amounted to RMBS5.7 million, RMB7.2 million, RMB9.0 million and RMB7.1 million
respectively for the three years ended 31 December 2013 and the six months ended 30 June
2014, which represented 3.1%, 3.3%, 2.2% and 4.8% of our total purchases respectively for the
three years ended 31 December 2013 and the six months ended 30 June 2014.
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PALL

We purchase certain life science consumables such as Tyvek bags and LDPE bags from
PALL and distribute these products in the PRC. These products are part of the life science
consumable products which we offer to our customers in the business segment of Life Science
Consumables. The total purchase amount relating to these products amounted to RMB2.0
million, RMB1.1 million, RMB2.9 million and RMB1.1 million respectively for the three years
ended 31 December 2013 and the six months ended 30 June 2014, which represented 1.1%,
0.5%, 0.7% and 0.7% of our total purchases respectively for the three years ended 31 December
2013 and the six months ended 30 June 2014.

SUPPLIERS AND PROCUREMENT

We procure various raw materials, main pharmaceutical equipment, components and other
ancillary parts for our services and products offered. We source our raw materials from
multiple suppliers.

Depending on our production capacity and product offerings, we also source certain
equipment such as mixers, blenders or parts from other suppliers. For the main equipment, we
only place order with the suppliers when we have confirmed the purchase order with our
customers. For other parts and components which we have a high demand in our operations,
such as spotless pipelines, power models, electric wires or cables, elbow pipe, clamping bands,
triplets, switches, screws, nuts, etc., we generally maintain one to two months of inventories
based on forecast demand which data is analysed from historical consumption.

Our project teams will create the bills of materials and purchasing requirements in ERP
system, which will then be approved by head of the project execution team through ERP
system. After approval, the procurement department will check the inventory level and release
the purchasing order directly to suppliers and confirm the purchase as soon as possible. Our
quality control department will be responsible for the quality of incoming materials. The
equipment or component so purchased may be delivered to the warehouse or the customers’
site, where applicable.

We have developed stable relationships with many of our key suppliers and generally
retain at least one to three suppliers for each principal raw material. We did not experience
material shortages or delay in the supply of raw materials. If in need, we are able to source
from alternative suppliers with comparable quality and prices since we usually have backup
suppliers for each project to ensure we have steady supply of raw materials and parts. Prices
of our major raw materials were relatively stable during the Track Record Period. We have
always discussed with our major suppliers about the prices discount comparing the past year
at the beginning of the year. We select raw materials suppliers based on a number of factors,
including product quality, marketing brand and popularity, prices, service level, mode of
payment, financial condition, logistics distance and delivery lead time of their products. For
the sensitivity analysis and breakeven analysis in relation to the changes in cost, please refer
to the section headed “Financial Information” of this prospectus. During the Track Record
Period, we have returned raw materials due to quality defects but we were able to replace and
replenish the raw materials easily and timely.
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During the Track Record Period, we entered into master procurement agreements with a
few of our suppliers. Most of the master procurement agreements started in 2013, and their
duration ranges from a few months to one year. All of them are legally binding. There is no
minimum purchase commitment on our Group. The parties usually agree that the prices set out
in the master procurement agreement may be adjusted upon consent of the parties. Termination

requires mutual consent of both parties, and no renewal clause exists.

For those which we have not entered into master procurement agreements, we entered into
individual purchase contract with the suppliers for each purchase order and the price, quantity
and payment terms were negotiated from time to time. We are sometimes required to make a
certain amount, e.g. approximately 10% to 30% prepayment for some of our orders, with the
balance payable upon receipt of products and quality inspection, and in other cases, we are
required to make full payment upon receipt of products and quality inspection. We are able to
manage the fluctuations of raw materials prices by setting a price range of the cost of materials
with the major suppliers at the beginning of the year. In our preparation of quotations, we will
carry out internal costing and budgeting estimates of labor and raw materials which are based
on quotation given by our suppliers, taking into account potential fluctuations of raw materials,
as well as our own estimation of costs to be incurred. Except for cases where there are
unexpected price fluctuations, or existence of a significant time gap between the signing date
of the contract with customers and the confirmation of the procurement order, giving rise to the
possibility that the actual prices obtained from our suppliers will be different due to the lapse
of time, the increased costs may not be transferable to our customers. Furthermore, meetings
are held between among the management and relevant key personnel, to ensure that project
costs are effectively managed and to minimise the instances and quantum of cost overruns. Our

Group had not experienced material cost overrun during the Track Record Period.

Integrated engineering solutions

For pharmaceutical equipment or component comprised in our integrated engineering
solutions under our Liquid and Bioprocess System, Clean Room and Automation Control and
Monitoring System, and Powder and Solid System segments, we may either source from
solutions partners such as Rockwell and Siemens, or we supply our self-manufactured
products, or procure products produced by STERIS-AUSTAR WFOE or from manufacturers
based in US and various countries in Europe and the PRC such as Hach, PIAB and
ChargePoint. For ancillary parts such as pumps, valves, stainless steel pipes, flowmeters,
automatic control PLCs, filters, EDI powers, pressure gauges, etc., we mainly source them
from suppliers in the PRC. For our self-manufactured products such as purified water generator
and discharging machine, we source its principal raw materials, including stainless steel from
various suppliers in the PRC. The selection of products and raw materials depend on our

judgment of which equipment or parts best accommodate our customers’ specifications.
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Distribution and agency

For the products offered in our Life Science Consumables and Distribution and Agency
of Pharmaceutical Equipment segments under distributorship and agency arrangement, we
partner with multiple suppliers such as PALL-AUSTAR WFOE, PALL, STERIS,
Alexanderwerk and M&O Perry and enter into legally-binding distributorship and/or agency
agreements with some of the major suppliers, which set out the rights and obligations of

parties.

The Group act as distributor or agent depending on the negotiation with suppliers and
specification by individual customers, and it varies on a case by case basis. Under the business
segment of Life Science Consumables, for sales products sourced from PALL-AUSTAR
WFOE, we act as distributor for domestic sales and agent for overseas sales. For other products
under the business segment of Life Science Consumables, we act as distributor for such sales.
Under the business segment of Distribution and Agency of Pharmaceutical Equipment, we act
as agent for sales of large pharmaceutical machines and act as distributor for sales of spare
parts and components. Further, we also generally act as distributor for the products
manufactured by STERIS-AUSTAR WFOE, as part of our provision of integrated engineering
solutions under our Liquid and Bioprocess System, and we also act as agency for such products
upon customers’ preference to enter into an agency arrangement. Details of the distributorship

agreements and agency agreements are set out below:

Distributorship Agreements

Principal terms of the STERIS-AUSTAR

distribution agreements PALL-AUSTAR WFOE WFOE Other suppliers

Duration of the agreement Currently running on a Remain effective until Ranges from 1 year to an
term of one year, which termination in accordance indeterminate period.
shall be automatically with the terms of the
renewed for successive contract.

terms of one year each
(subject to termination
by not less than three-
months’ notice prior to
the expiry of any
renewed term).

Exclusivity Exclusive distributor in Exclusive distributor Our Group is generally
the PRC (other than within the PRC. authorised to distribute
certain companies the products within the
identified by PALL). PRC, and the ambit of

the distributorship may
vary between different
suppliers.
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Principal terms of the
distribution agreements

Rights and obligations of
the parties involved

Sale and pricing policies

Sales and expansion
targets

Minimum purchase amount

Payment and credit terms

Price adjustment provision

Conditions for terminating
and renewing the
agreements

PALL-AUSTAR WFOE

The supplier undertakes
to ensure the quality of
the products. Our Group
shall use our best efforts
to promote the products.

Product prices are
mutually agreed between
the parties.

Nil

Nil under current term.

Payment is governed by
FOB and the credit
period for payment is 60
days from

the date of invoice.

Nil

Upon expiry of the
current term, the
agreement shall be
automatically renewed
for successive terms of
one year each (subject to
termination by not less
than three months’ notice
prior to the expiry of any
such renewed term; and
termination may be
effected by advance
written notice of

30 days if either party is
in default.

STERIS-AUSTAR
WFOE

The supplier undertakes
to ensure the quality of
the products and are
responsible for the after
sale support, and the
supplier shall also
provide the necessary
training to our Group in
relation to the knowledge
about the products.

Product prices are fixed
in accordance with the
price schedule in effect
at the time of order
acceptance, the schedule
was mutually agreed
between the parties.

The sales and expansion
targets as mutually
agreed between the

parties from time to time.

Nil

The total outstanding
invoices shall not exceed
an amount as agreed by
the parties; and for
payment for specifically
designed orders, the
payment will be made by
installments.

Nil

Termination requires an
advance notice of 60
days, and if there are
events such as a change
in ultimate control of the
parties to the agreement
or either of them become
insolvent, the agreement
will be terminated
automatically.
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Other suppliers

The suppliers generally
undertake to ensure the
quality of the products
and are responsible for
after-sales support for the
end customers, whilst our
Group shall distribute the
products within the
authorised territory.

The product prices are
generally determined
with reference to the
market price, or as
agreed between the
suppliers and us.

Nil

Some of the distribution
agreements set out a
sales forecast, but
generally no penalty is
imposed for failure to
attain such goal.

Usually to be settled
after invoice date or
upon delivery.

Nil

Termination usually
requires an advance
notice of approximately
1-6 months, and some of
the agreements have
automatic renewal of 1
year upon expiry of the
existing agreement.
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Agency agreement

Principal terms of the
agency agreements

Duration of the agreement

Exclusivity

Rights and obligations of
the parties involved

Sale and pricing policies

Price adjustment provision

Sales and expansion
targets

Minimum purchase amount

PALL-AUSTAR WFOE

The current term is two
years, upon the expiry of
which shall be
automatically renewed
for successive terms of
one year each (subject to
termination by not less
than three months’ notice
prior to the expiry of any
such renewed term).

Exclusive sales agent in
the specified territory in
the Asia Pacific region
(other than certain
companies identified by
PALL).

The supplier shall
provide the necessary
technical and marketing
materials for promotion
and negotiation activities.

Prices are set up by the
supplier and our Group
cannot change without
prior consent of the
suppliers.

Nil

Nil

There is no minimum
purchase amount.

STERIS-AUSTAR
WFOE

Remain effective until
termination in accordance
with the terms of the
contract.

Exclusive sales agent in
the PRC.

The supplier shall furnish
our Group with sales
activity reports for the
products sold pursuant to
the agreement.

Product prices shall be
set in accordance with
the supplier’s quotation,
which has incorporated
the commission
applicable to each order
to the distributor.

Nil

Nil

There is no minimum
purchase amount.
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Other suppliers

Ranges from 1 year to an
indefinite period.

Our Group is generally
authorised to act as sales
agent for the relevant
products within the PRC,
and the ambit of the
agency may vary
between different
suppliers.

The suppliers shall pay
commission to our Group
as a sales agent, and our
work includes referring
customers, giving
assistance in the
negotiation of sales
contract.

The product prices are
generally determined
taking into account the
amount of commission to
our Group as sales agent,
customers’ budget and
competition within the
market.

Nil

Nil

Some of the agency
agreements set out sales
forecasts, but no penalty
is imposed for failure to
attain such goal.
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Principal terms of the
agency agreements

Payment and credit terms

Conditions for terminating
and renewing the
agreements

PALL-AUSTAR WFOE

Payment and credit
documents are dealt with
between the customer
and the suppliers
directly, and our Group
shall assist in the
administration.
Commissions shall be
paid for each month for
the revenue that has
already been paid by the
customers during the
month.

Upon the expiry of the
initial term, the
agreement shall be
automatically renewed
for successive terms of
one year each (subject to
termination by not less
than three months’ notice
prior to the expiry of any
such renewed term); and
termination may be
effected by advance
written notice of 30 days
if either party is in
default.

STERIS-AUSTAR
WFOE

Payment and credit
documents are dealt with
between the customer
and the suppliers
directly, and our Group
shall assist in the
administration.
Commissions shall be
paid within 30 days after
the end of the month in
which the supplier
received full payment
from the customers.

Termination requires an
advance notice of 60
days, and if there are
events such as change in
ultimate control of the
parties to the agreement
or either of them
becomes insolvent, the
agreement will be
terminated automatically.
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Other suppliers

Payment and credit
documents are dealt with
between the customer
and the suppliers
directly, and our Group
shall assist in the
administration.

Termination usually
requires an advance
notice of approximately 6
months, and some of the
agreements have
automatic renewal of 1
year upon expiry of the
existing agreement.
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Top Suppliers

In respect of the supply of our raw materials, as at 30 June 2014, we had over 600
suppliers respectively. The following table sets out a summary of all the entities which featured
as one of our top five suppliers during the Track Record Period and except for STERIS-
AUSTAR WFOE and PALL-AUSTAR WFOE, which are our jointly controlled entity, and
STERIS, which is our joint venture partner, all of them are Independent Third Parties:

For the six months ended 30 June 2014:

Business segment
in which the types
of services and/or

products Types of raw Years of
Principal business/  purchased are materials Credit terms/ relationship
Rank Suppliers description belonged to supplied payment method  with our Group
1 STERIS-AUSTAR Engaged in the Liquid and Pure steam 0 to 90 days 6 years
WEFOE manufacture of pure  Bioprocess System  generator, (since 2008)
steam generator and multiple effect
multiple effect water water stills
stills
2 STERIS Engaged in the ¢+ Liquid and +  Pharmaceutical For the distribution over 10 years
manufacture of a Bioprocess grade washer and agency of
portfolio of products System ¢+ Steam pharmaceutical
for infection +  Distributorship steriliser equipment, 30 days
prevention, and Agency of * Cleaners from the invoice
contamination Pharmaceutical date; and for the
control and critical Equipment integrated
care technologies + Life Science engineering
Consumables solutions under the
Liquid and
Bioprocess
Systems, 60 days
from the date of
the bill of lading
3 PALL-AUSTAR Engaged in Life Science Powder transfer 30 days from the 6 years
WEFOE production and sales  Consumables vessels, sterile date of invoice, (since 2008)
of pharmaceutical bags and tyvek  unless otherwise
packaging materials bags specified by the
and containers supplier in writing
4 Supplier C Engaged in sale of ~ Liquid and Pipes/piping 45 to 60 days 6 years
components of Bioprocess System  parts, mixer upon delivery (since 2008)
valves
5 Supplier A Engaged in Liquid and Pipes/piping 45 to 60 days 10 years
manufacture of Bioprocess System parts, valves upon delivery (since 2004)

stainless steel
products which are
used in food,
pharmaceutical and
electronics industry
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For the year ended 31 December 2013:

Business segment
in which the types
of services and/or

products Types of raw Years of
Principal business/  purchased are materials Credit terms/ relationship
Rank Suppliers description belonged to supplied payment method  with our Group
1. STERIS-AUSTAR Engaged in the Liquid and Pure steam 0 to 90 days 6 years
WFOE manufacture of pure  Bioprocess System  generator, (since 2008)
steam generator and multiple effect
multiple effect water water stills
stills
2 Supplier A Engaged in Liquid and Pipes/piping 45 to 60 days 10 years
manufacture of Bioprocess System  parts, valves upon delivery (since 2004)
stainless steel
products which are
used in food,
pharmaceutical and
electronics industry
3 Supplier B Manufacture of + Liquid and Testing 60 days upon 8 years
systems and products Bioprocess instrument, delivery (since 2006)
in relation to liquid System valves
control including * Clean Room
sterilisation and and
medical appliances Automation
Control and
Monitoring
System
4 Supplier C Engaged in sale of  Liquid and Pipes/piping 45 to 60 days upon 6 years
components of Bioprocess System  parts, mixer delivery (since 2008)
valves
5 Supplier D Engaged in Distributorship and ~ Testing 45 days from the 6 years
manufacture/trading ~ Agency of instrument invoice date (since 2008)
monitoring Pharmaceutical
equipment in Equipment

electrical and food
manufacture industry
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Rank

5.

For the year ended 31 December 2012:

Suppliers

STERIS-AUSTAR
WEFOE

Supplier A

Supplier D

STERIS

Supplier C

Principal business/
description

Engaged in the
manufacture of pure
steam generator and
multiple effect water
stills

Engaged in
manufacture of
stainless steel
products which are
used in food,
pharmaceutical and
electronics industry

Engaged in
manufacture/trading
monitoring
equipment in
electrical and food
manufacture industry

Engaged in the
manufacture of a
portfolio of products
for infection
prevention,
contamination
control and critical
care technologies

Engaged in sale of
components of
valves

Business segment
in which the types
of services and/or

products Types of raw
purchased are materials
belonged to supplied
Liquid and Pure steam
Bioprocess System  generator,

multiple effect
water stills

Liquid and
Bioprocess System

Pipes/piping
parts, valves

Distributorship and  Testing
Agency of instrument
Pharmaceutical

Equipment

¢+ Liquid and .

Credit terms/
payment method

0 to 90 days

45 to 60 days upon
delivery

45 days from the
invoice date

Pharmaceutical For the distribution

Bioprocess grade washer
System *  Steam

+  Distributorship steriliser
and Agency of ¢ Cleaners
Pharmaceutical
Equipment

+ Life Science
Consumables

Liquid and Pipes/piping

Bioprocess System  parts, mixer
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and agency of
pharmaceutical
equipment, 30 days
from the invoice
date; and for the
integrated
engineering
solutions under the
Liquid and
Bioprocess
Systems, 60 days
from the date of
the bill of lading

45 to 60 days upon
delivery

Years of
relationship
with our Group

6 years
(since 2008)

10 years
(since 2004)

6 years
(since 2008)

over 10 years

6 years
(since 2008)
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For the year ended 31 December 2011:

Rank Suppliers

1. STERIS-AUSTAR
WEFOE

2. Supplier D

3. STERIS

4. Supplier A

5. Supplier E

Principal business/
description

Engaged in the
manufacture of pure
steam generator and
multiple effect water
stills

Engaged in
manufacture/trading
monitoring
equipment in
electrical and food
manufacture industry

Engaged in the
manufacture of a
portfolio of products
for infection
prevention,
contamination
control and critical
care technologies

Engaged in
Manufacture of
stainless steel
products which are
used in food,
pharmaceutical and
electronics industry

Engaged in the
production of
transfer value

Business segment
in which the types
of services and/or
products
purchased are
belonged to

Liquid and
Bioprocess System

Distributorship and
Agency of
Pharmaceutical
Equipment

¢+ Liquid and
Bioprocess
System

+  Distributorship
and Agency of

Pharmaceutical
Equipment
o Life Science
Consumables
Liquid and

Bioprocess System

Powder and Solid
System
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Types of raw
materials
supplied

Pure steam
generator
multiple effect
water stills

Testing
instrument

Credit terms/
payment method

0 to 90 days

45 days from the
invoice date

o Pharmaceutical For the distribution

grade washer

o Steam
sterilizer

o Cleaners

Pipes/piping

parts, valves

AB valve

and agency of
pharmaceutical
equipment, 30 days
from the invoice
date; and for the
integrated
engineering
solutions under the
Liquid and
Bioprocess
Systems, 60 days
from the date of
the bill of lading

45 to 60 days upon
delivery

30% prepayment
and 70% final
payment to be paid
within 30 days of
the invoice date

Years of
relationship
with our Group

6 years
(since 2008)

6 years (since
2008)

over 10 years

10 years
(since 2004)

4 years
(since 2010)
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During the three years ended 31 December 2013 and the six months ended 30 June 2014,
purchases from our five largest suppliers accounted for approximately 22.9%, 24.2%, 26.6%
and 23.1% of our total purchases, respectively. For the three years ended 31 December 2013
and the six months ended 30 June 2014, purchases from our largest supplier accounted for
approximately 9.9%, 8.9%, 9.6% and 5.3% of our total purchases, respectively. STERIS-
AUSTAR WFOE was our largest supplier during the Track Record Period. We have developed
stable relationships with our suppliers, and procured from a large number of suppliers in order
to avoid over reliance a particular supplier. For each type of main products and for ancillary
parts, we have on average 2 to 3 suppliers. We have a number of alternative suppliers who

would provide us with the necessary parts in a system.
Our major supplier who is also our major customer
Transactions with STERIS-AUSTAR WFOE
During the Track Record Period, STERIS-AUSTAR WFOE was both our major customer

and major supplier. Our sales and purchases with STERIS-AUSTAR WFOE during the Track
Record Period were as follows:

For the
six months
ended
For the year ended 31 December 30 June
2011 2012 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000
Goods purchased 18,024 19,670 38,882 7,714
Percentage to total
purchase 9.9% 8.9% 9.6% 5.3%
Sales of goods 7,486 8,259 7,100 3,916
Installation service
fee 679 994 1,987 443
Commission from
distribution of
goods 941 3,147 5,209 1,031
Agency fee for
agency service 1,278 1,723 705 627
Others - 49 - -
Total sales of goods
and services
provided 10,384 14,172 15,001 6,017
Percentage to total
sales 3.2% 3.4% 2.1% 1.9%
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Provision of products of STERIS-AUSTAR WFOE by us to customers forms part of integrated

engineering solutions for Liquid and Bioprocess System segment

During the Track Record Period, we purchased pure steam generators and multiple effect
water stills from STERIS-AUSTAR WFOE which were used by us, by way of selling to our
customers, as part of our provision of our integrated engineering solutions. During the Track
Record Period, such purchase amounts were approximately RMB18.0 million, RMB19.7
million, RMB38.9 million and RMB7.7 million respectively as shown in the above table. The
selling prices of these products charged by us to customers were generally equal to our
purchase prices but we could charge commission of up to 22% of purchase amount from
STERIS-AUSTAR WFOE during the Track Record Period. Such commission rate was
negotiated by us with STERIS-AUSTAR WFOE on case-by-case basis and depends on, among
others, specifications of the products and customers’ needs. During the Track Record Period,
such commission received by us from STERIS-AUSTAR WFOE amounted to approximately
RMBO0.9 million, RMB3.1 million, RMBS5.2 million and RMB1.0 million respectively as stated
in the above table.

In addition to distribution by us, we also arranged, as part of our provision of integrated
engineering solutions, STERIS-AUSTAR WFOE to sell their pure steam generators and
multiple effect water stills to our customers in which we charged STERIS-AUSTAR WFOE
agency fee of up to 16% during the Track Record Period. The rate of agency fee was negotiated
on case-by-case basis and depends on, among others, specifications of the products and
customers’ needs. During the Track Record Period, such agency fee amounted to approximately
RMB1.3 million, RMB1.7 million, RMBO0.7 million and RMB0.6 million respectively as stated
in the above table.

For the steam generators and multiple effect water stills sold to our customers via
distribution and agency mentioned above, we provided installation service to the customers and
charged STERIS-AUSTAR WFOE for the installation service. The installation service fee
charged during the Track Record Period were approximately RMBO0.7 million, RMBI1.0
million, RMB2.0 million and RMBO0.4 million respectively as shown in the above table.

For the three years ended 31 December 2013 and the six months ended 30 June 2014, our
revenue derived from integrated engineering solutions which consisted of equipment
manufactured by STERIS-AUSTAR WFOE amounted to approximately RMB22.4 million,
RMB50.5 million, RMB77.9 million and RMB26.1 million respectively, which represented
approximately 6.9%, 12.0%, 11.0% and 8.1% of our total revenue during the Track Record
Period respectively.

Sales of goods to STERIS-AUSTAR WFOE

During the Track Record Period, we sold pressure vessels and components manufactured
by us to STERIS-AUSTAR WFOE for its manufacturing of pure steam generators and multiple
effect water stills. Such sales amounted to approximately RMB7.5 million, RMBS8.3 million,
RMB7.1 million and RMB3.9 million for the three years ended 31 December 2011, 2012 and
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2013 and the six months ended 30 June 2014 respectively as stated in the above table. The
gross profit margin of the sales of goods to STERIS-AUSTAR WFOE was approximately 4.4%,
31.6%, 26.1% and 19.0% for the three years ended 31 December 2013 and the six months
ended 30 June 2014 respectively. The increase in gross profit margin from 2011 to 2012 was
mainly due to the increase in our production efficiency and benefit from economy of scale
resulted from the increase in purchase order from STERIS-AUSTAR WFOE. The decrease in
gross profit margin from 2012 to first half of 2014 was mainly attributable to the decrease in
selling price of pressure vessels we sold to STERIS-AUSTAR WFOE whom we regarded as our
strategic partner through the joint venture.

Transactions with PALL-AUSTAR WFOE

PALL-Austar WFOE is our major supplier during the six months ended 30 June 2014.
During the Track Record Period, PALL-AUSTAR WFOE was both our customer and supplier.
Our sales and purchases with PALL-AUSTAR WFOE during the Track Record Period were as
follows:

For the
six months
ended
For the year ended 31 December 30 June
2011 2012 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000
Goods purchased 367 3,361 9,222 6,715
Percentage to total
purchase 0.2% 1.5% 2.3% 4.6%
Sales of goods 23 149 1,523 700
Agency fee for
agency service - - 113 31
Total sales of goods
and service
provided 23 149 1,636 731
Percentage to total
revenue 0.007% 0.04% 0.23% 0.23%

Distribution and agency for Life Science Consumables segment

We purchase life science consumables, such as sterile bags, from PALL-AUSTAR WFOE
for distribution to our customers under our Life Science Consumables segment. During the
three years ended 31 December 2013 and the six months ended 30 June 2014, such purchase
amount were approximately RMBO0.4 million, RMB3.4 million, RMB9.2 million and RMB6.7
million as shown in the above table. Our gross profit margin of sale of products purchased from
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PALL-AUSTAR WFOE were approximately 2.9%, 8.4%, 11.0% and 17.5% for the three years
ended 31 December 2013 and the six months ended 30 June 2014. Since we started to purchase
from PALL-AUSTAR WFOE in 2011, the gross profit margin from distribution of its products
was low during the start-up stage. Owing to the increase in selling price of products purchased
from PALL-AUSTAR WFOE, our gross profit margin from distribution of its products
increased from 2012 to first half of 2014.

In addition, from 2013, we acted as agent for PALL-AUSTAR WFOE’s life science
consumables, such as sterile bags, and charged PALL-AUSTAR WFOE agency fee of 10%.
Such agency fee amounted to approximately RMBO0.1 million and RMB31,000 for the year
ended 31 December 2013 and the six months ended 30 June 2014 as shown in the above table.

Sales of consumables and clean room enclosures to PALL-AUSTAR WFOE

During the Track Record Period, we provided consumables, such as detergents, and clean
room enclosures to PALL-AUSTAR WFOE for the use of its manufacturing process. During the
Track Record Period, such revenue amounted to approximately RMB23,000, RMBO.1 million,
RMBI1.5 million and RMBO0.7 million respectively as shown in the above table. The gross profit
margin of such sales were approximately 40.3%, 44.5%, 34.0% and 11.1% for the three years
ended 31 December 2013 and the six months ended 30 June 2014 respectively. The lower gross
profit margin in 2013 and first half of 2014 was mainly due to the increase in sales of clean

room enclosures with relatively lower gross profit margin.

For the three years ended 31 December 2013 and the six months ended 30 June 2014, our
revenue derived from sales of life science consumables manufactured by PALL-AUSTAR
WFOE amounted to approximately RMBO0.3 million, RMB3.0 million, RMB9.9 million and
RMBS.2 million respectively, which represented approximately 0.1%, 0.7%, 1.4% and 2.6% of
our total revenue during the Track Record Period respectively.

Except for STERIS-AUSTAR WFOE and PALL-AUSTAR WFOE who are both our
suppliers and customers, no other supplier is also our major customers, or vice versa.

During the Track Record Period, we did not encounter any material production disruption
due to shortages of raw materials. Given our broad supply network, we consider that we are
able to maintain a steady supply without substantial increase in costs of raw materials in the
event we experience any unexpected disruptions in supply or any cessation of business with

any of our major suppliers.

As at the Latest Practicable Date, none of our Directors, their respective close associates
or any Shareholders (who to the knowledge of our Directors owned more than 5% of our issued

share capital) had any interest in any of our five largest suppliers.
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SUBCONTRACTORS

We subcontract a small portion of our integrated engineering solutions such as certain
electrical installation processes in the business segments of Clean Room and Automation
Control and Monitoring System and the Liquid and Bioprocess System to subcontractors who
are Independent Third Parties. For example, the electrical installation work in relation to the
Clean Room and Automation Control and Monitoring System is also outsourced to certain
subcontractors as we outsource certain non-core services with lower profit margins to
subcontractors to improve efficiency in regards of more projects undertaken. We usually
engage subcontractors who have the requisite expertise and experience. In general, we choose
subcontractors based on their (i) track record in respect of their reliability; (ii) past working
experience; and (iii) financial condition. We will also consider their qualification, their
capability to complete the work within the time frame of our customers and their quality of
work. The subcontracting fees are determined based on the estimation of market rate for
comparable projects, taking into account their scope, size, complexity and contract value. Our
Group has good relationships with our subcontractors and has over the years established strong
rapport with them, and as at the Latest Practicable Date, all our subcontractors were
Independent Third Parties.

The contracts we have entered into with our subcontractors are on a non-exclusive basis.
Our subcontractors have the responsibility to ensure that all works performed must satisfy any
requirements imposed. Our subcontractors are responsible for ensuring quality and safety in
performing works and are liable for loss caused by their branch of the contract or negligence.
The duration of these subcontracts is typically in accordance with our customers’ requirement.
There is no renewal clause for the contracts as we enter into subcontracting arrangement when
necessary. For those subcontractors who are required to source materials as part of their
subcontracting services, the subcontractors are subject to the testing procedures of the end
customers. During the Track Record Period, the amount of subcontracting fee was
approximately RMBO0.2 million, RMB0.1 million, RMB4.3 million and RMB6.5 million for the
three years ended 31 December 2013 and the six months ended 30 June 2014.

INVENTORY MANAGEMENT

Our inventories primarily include raw materials, work-in-progress and finished goods
which are commonly used in the system integration solutions, production processes, and
distribution of life science consumables. We procure inventories of raw materials according to
the specification in the contract. For ancillary parts with a lower value and commonly used in
our production and integration processes, we usually maintain a certain level of inventory
based on our projection of future demand. Such projection of demand is primarily based on our
sales forecast. We use an information system to track inventory levels as well as ensure
adequate levels of raw materials and finished products. We establish an inventory management
target each year by reviewing the historical performance and considering the data projections
and market demographics. We also perform semi-annual stock counts and monitor the life of
our products by conducting periodic review to assess our inventory control measures and costs.
We implement monitoring procedures to ensure that follow-up action is taken on any inventory
discrepancies discovered during each inventory check.
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Our inventories mainly come from our production and purchased stock under our business
segments of Liquid and Bioprocess System and Powder and Solid System, in which we
manufacture certain products such as pressure vessel, water generator and discharging
machines. We also have inventories for the components for the clean room enclosure system
offered under our business segments of Clean Room and Automation Control and Monitoring
System, where we have stock of panels, doors and windows which are used in our clean room
enclosure systems; and we have certain stock of life science consumables for distribution.

Inventory Provision

Inventories are stated at the lower of cost and net realisable value. Cost is determined
using the moving average method. The cost of finished goods and work in progress comprises
design costs, raw materials, direct labour, other direct costs and related production overheads
(based on normal operating capacity). It excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of business, less applicable variable selling
expenses. We also adopt an inventory provision method to assess our inventories in order to
make a reasonable estimate on the level of provisions to cover probable losses in our
inventories. We made provision on inventory impairment when they become obsolete or
damaged.

The inventory provision process involves the collaboration of multiple internal
departments which include the sales, finance, procurement, warehouse, quality control,
production and project execution. The general manager of each Group company, the Group
financial controller and other relevant department heads review and evaluate the information
on inventories, which is submitted by warehouse keepers and financial personnel, and their
information on inventory aging and expected usability form the basis of our inventory
provision scheme. The general manager of each Group company and the Group finance
controller review and approve the proposed inventory provision before it is implemented.
Where the proposed amount of provision is higher than a specific amount, additional approval
from chief executive officer is required.

Management of Inventory Turnover

The average inventory turnover days were 99, 66, 46 days and 61 days for the three years
ended 31 December 2013 and the six months ended 30 June 2014, respectively. Our inventory
turnover days generally decreased primarily due to our continuous efforts to improve our
order-based policy during the Track Record Period resulting in shorter time required between
when orders were received and when goods were delivered.

SALES AND MARKETING

The Group primarily sells and markets its products in the PRC and exports its products
outside of the PRC to overseas, especially the emerging countries. Our services and products
are mainly sold directly to our customers. We currently have sales offices and representative
offices throughout the PRC and have also set up overseas offices in Italy and Indonesia.
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We have established a broad customer base through our sales network. As at 31 December
2011, 2012, 2013 and 30 June 2014, there were in total 6, 6, 6 and 6 sales and representative
offices operated by us across the PRC. In addition, we also have a subsidiary in Italy.

As at the Latest Practicable Date, our sales offices and representative offices and their

respective market coverage were as follows:

Office

Sales office
Sales office
Sales office
Representative office

Representative office

Representative office

Subsidiary

Representative office

City

China
Beijing
Shijiazhuang
Shanghai
Chengdu
Harbin

Guangzhou

Italy
Milan

Indonesia
Jakarta

Market coverage

Beijing, Tianjin

Hebei province and Henan province

Shanghai, Jiangsu province and Zhejiang
province

Sichuan province, Guizhou province, Yunnan
province and Chongqing

Liaoning province, Jilin province and
Heilongjiang province

Guangdong province and Guangxi province

Middle East, Eastern Europe and North Africa

Indonesia and other South East Asia

We intend to target new markets in rapidly developing regions in the PRC and penetrate

deeper into existing markets, with pharmaceutical manufacturers and research institutes

located in the provinces such as Sichuan, Guizhou, Yunnan, Hubei, Shandong, Hunan, Jiangxi

and Shaanxi and Chonggqing City being the focus of our development plan. We believe that our

continual presence in the same regions with our customers would allow us to establish and

deepen relationships with our customers. In order to provide better marketing support in these

regions, we intend to open additional representative offices in the following cities with market

coverage and year of opening as follows:

Office

Representative Office
Representative Office
Representative Office
Representative Office

City

Wuhan
Ji’nan
Changsha
Xi’an

Market coverage Year
Hubei province 2015
Shandong province 2016
Hunan province and Jiangxi province 2016
Shaanxi province 2017
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We estimate that the total costs and expenses for establishment and operation of
additional representative offices will be approximately RMB0.36 million, RMB6.4 million and
RMBS.2 million for each of the years ending 31 December 2014, 31 December 2015 and 31

December 2016 respectively. These estimated expenditures will involve:

(i) an estimated rental and operating expenses for the first 24 months of approximately
RMB300,000 to RMB350,000 per new representative office, depending on the size

and location of such office;

(i) an estimated initial set-up costs and expenses (including administrative, information
technology set-up, office refurbishment and other miscellaneous expenses) of
approximately RMB100,000 per new representative office; and

(iii) an estimated additional working capital required (including staff salaries, bills and
outgoings, logistics expenditure, marketing and other daily expenses) for the
day-to-day store operations for the first 24 months of approximately RMB3.0
million to approximately RMB3.5 million per new representative office, depending
on the number of newly recruited staff (which in turn varies according to the size of

the market coverage).

We plan to finance the above costs and expenses by the proceeds from both the Global
Offering and internally generated funds.

Our representative offices will provide marketing support and any business opportunities
will be referred to our sales office located in either Shanghai, Shijiazhuang or Beijing. As such,
figures for investment pay-back period and break-even period for each representative office
will not be applicable. As at the Latest Practicable Date, we had not yet implemented the above
expansion plan and no expenditure had been incurred for such plan.

Our Group utilises its own marketing teams to market and sell its services and products
in PRC and overseas. The highly trained marketing teams of our Group which are located in
the PRC focus on continuously interacting with customers including pharmaceutical
manufacturers, research institutes (both in the PRC and overseas) to understand their
requirements and raise their awareness in our service and product offerings, as well as to
educate them about, and train them in the use of, our products. Such interaction is fostered
through regular visits by our marketing teams, on-site demonstration of its products, the
participation of the Group in industry conferences, seminars, and other activities. Through
direct marketing, regular attendance of international exhibitions and conventions, and
organisation of seminars with our suppliers, we identify business opportunities by active
discussion and consultation with our potential customers where we offer to act as a solutions
provider to our customers in a wide range of services and products which are critical to their
pharmaceutical production process.
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Promotion and advertisements

We advertise through various channels including websites, industry conferences and
magazines. We also promote our products to target customers by way of emails and the
distribution of product samples and brochures which helps us promote our products to
customers and increase their awareness of our products. We set up showrooms to display new

designs and products.

International exhibitions, conventions and seminars

We conduct marketing and promotional activities and build customer relationships
through active participation in domestic and international exhibitions and conventions. During
the Track Record Period, we have been regular participants of a number of international
conferences including the International Society for Pharmaceutical Engineering Annual
Conference, China International Pharmaceutical Machinery Exposition and CPhl Worldwide
Pharma Expo which were held both in the PRC and overseas, where we showcased our products

with a view to solicit business opportunities and keep abreast with market needs.

We also hold technology exchange seminars, customer training sessions and forums,
where we invite domestic and overseas experts to brief our customers on the latest technologies
in the pharmaceutical industry. This allows customers to fully understand the global
development trend of pharmaceutical industry in terms of latest technology and regulations and
how our products meet these new requests. We believe that these seminars promote industry
advancement and enhance value for customer, in turn driving the growth of sales and

increasing the amount of orders.

Our marketing expenses comprise advertising fees and exhibition expenses. For the year
ended 31 December 2011, 2012 and 2013 and the six months ended 30 June 2014, our
marketing expenses amounted to approximately RMB2.3 million, RMB2.4 million, RMB2.8
million and RMB2.7 million, respectively.
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OUR PROJECTS

Number of Contracts

Set out below is a breakdown of number of contracts in which revenue is recognised

during the respective year in relation to our different business segments during the Track

Record Period (the contracts may have been completed or in progress and revenue of certain

customers may be recognised in more than one financial year depending on the implementation

schedule of different contracts and the circumstances):

Six months

Number of contracts ended 30 June

Segment 2011 2012 2013 2014

1. Liquid Bioprocess System 136 144 206 151
2. Clean Room and Automation Control

and Monitoring System 238 281 453 323

3. Powder and Solid System 39 78 141 107

4. GMP Compliance Service 46 61 107 101

5. Life Science Consumables 1,926 2,447 3,113 1,731

6. Distribution and Agency of
Pharmaceutical Equipment 571 410 413 175
Total " 2,956 3,421 4,433 2,588

Note:

H

Our

the total number of double-counted contracts amounted to 139, 333, 523 and 345 for the year ended 31
December 2011, 2012, 2013 and the six months ended 30 June 2014 respectively. Of which, for the
business segment of Liquid and Bioprocess System, there were 42, 82, 112 and 69 double-counted
contracts for the 3 years ended 31 December 2013; for the business segment of Clean Room and
Automation Control and Monitoring System, there were 61, 141, 233 and 162 double-counted contracts
for the 3 years ended 31 December 2013 and the six months ended 30 June 2014; for the business
segment of Powder and Solid System, there were 11, 33, 81 and 59 double counted contracts for the
business segment of GMP Compliance Service, there were 19, 48, 68 and 44 double counted contracts
for the 3 years ended 31 December 2013 and the six months ended 30 June 2014; and for the business
segment of Distribution and Agency of Pharmaceutical Equipments, there were 6, 29, 29 and 11 double
counted contracts for the 3 years ended 31 December 2013 and the six months ended 30 June 2014. For
the business segment of Life Science Consumables, since the revenue from distribution of consumables
is mainly derived from sales of goods, no contract under this segment was recognised in more than one
financial years. Double-counted contracts represents contracts in which revenue were recognised in
more than one financial year during the Track Record Period.

closing value of backlog in relation to our business segments of integrated

engineering solutions and consulting services, which represents the portion of the total

estimated revenue that has not been recognised with respect to projects which have not been
100% completed as at 30 June 2014 and 31 August 2014, was approximately RMB388 million
and RMB433 million respectively.
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Set out below is a breakdown of our closing value of backlog and the corresponding
number of contracts by segments as at 30 June 2014 and 31 August 2014:

Clean
Room and Distribution
Automation and Agency
Liquid Control and Powder GMP o
Bioprocess  Monitoring  and Solid Compliance Life Science Pharmaceutical
Segments System System System Service ~ Consumables Equipment Total

Closing value of backlog at

30 June 2014 (RMB’000) 193,095 104,746 26,129 48,274
Number of contracts

corresponding to the

backlog value as at

30 June 2014 156 218 83 63 - 111 631

16,154 388,398

Closing value of backlog at

31 August 2014

(RMB’000) 228,164 106,818 20,604 51,464
Number of contracts

corresponding to the

backlog value as at

31 August 2014 146 224 68 66 - 143 647

25,730 432,780

OUR CUSTOMERS

Our customers are mainly in the pharmaceutical industries and we had transacted with
approximately 707, 788, 954 and 761 domestic and overseas customers during the relevant year
for the three years ended 31 December 2013 and the six months ended 30 June 2014,
respectively. We have developed long business relationships with our customers, some of
which we have been collaborating for over 5 years. On average, we have over 3 years of
business relationships with most of our top 5 customers for the year ended 31 December 2013
and the six months ended 30 June 2014. Some customers receive our services and products
from more than one business segments.

Set out below is the breakdown of the number of customers by nature (for those customers
which revenue is recognised during the respective year):

For the

six months

ended

For the year ended 31 December 30 June

Nature of customers 2011 2012 2013 2014

Pharmaceutical

companies 337 406 522 408
Biopharmaceutical

companies 115 138 158 123

Research institutes 19 19 20 15

Others 236 225 254 215

Total " 707 788 954 761
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Note:

()

the total number of double-counted customers amounted to 317, 363, 299 and 176 for the year ended
31 December 2011, 2012, 2013 and the six months ended 30 June 2014 respectively. Of which, for
pharmaceutical companies customers, there were 171, 198, 161 and 90 double-counted customers for the
3 years ended 31 December 2013 and the six months ended 30 June 2014; for biopharmaceutical
companies customers, there were 53, 60, 46 and 29 double-counted customers for the 3 years ended 31
December 2013 and the six months ended 30 June 2014; for research institutes customers, there were
3, 4, 4 and 2 double counted customers; and for other customers, there were 90, 101, 88 and 55
double-counted customers for the 3 years ended 31 December 2013 and the six months ended 30 June
2014. The customers are identified as double counted if the revenue recognised in respect of them in
more than one financial year during the Track Record Period and was not derived from a new contract
in each year.

Revenue derived from each of our business segments during the Track Record Period

Change (%)
For the
six
months
For the year ended ended
31 December 30 June
For the six months 2012 2013 2014
For the year ended 31 December ended 30 June Vs, Vs, Vs,
2011 2012 2013 2013 2014 2011 2012 2013
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(Unaudited)
Liquid and
Bioprocess System 177,865 228,718 380,997 207,713 147,173 28.6 06.6 (29.1)
Clean Room and
Automation Control
and Monitoring
System 67,903 82,595 152,545 73,172 73,765 21.6 84.7 0.8
Powder and Solid
System 11,526 24,067 44,413 14,832 27,555 108.8 84.5 85.8
GMP Compliance
Service 14,736 31,519 47,652 22,489 24,927 113.9 51.2 10.8
Life Science
Consumables 27,393 34,560 52,756 28,022 34,389 26.2 521 227
Distribution and
Agency of
Pharmaceutical
Equipment 25,755 19,294 26,790 7,842 13,014 (25.1) 38.9 06.0
Total 325,178 420,753 705,153 354,070 320,823 29.4 607.6 9.4)
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Revenue by reference to the geographical location during the Track Record Period

For the year ended 31 December For the six months ended 30 June
2011 2012 2013 2013 2014
Percentage Percentage Percentage Percentage Percentage
of total of total of total of total of total
Revenue  revenue Revenue  revenue Revenue  revenue Revenue  revenue Revenue  revenue
RMB’000 (%) RMB’000 (%) RMB’000 (%) RMB’000 (%) RMB’000 (%)
(Unaudited)
PRC 301,724 928 387,839 922 662,110 93.9 331,670 93.7 292,500 91.2
Overseas "' 23,454 7.2 32914 78 43,043 6.1 22,400 6.3 28,323 8.8
Total 325,178 100.0 420,753 100.0 705,153 100.0 354,070 100.0 320,823 100.0

Note: For the three years ended 31 December 2013 and the six months ended 30 June 2014, approximately 0.6%,
1.2%, 0.7% and 1.9% of the total revenue is attributed to those of Sanctioned Countries and Russia (where
certain Sanctioned Persons are located).

Top Customers

The following table sets forth the revenue from our five largest customers during the
Track Record Period. The credit terms and/or the payment method(s) are tailored made for each
contract, and may vary depending on the customer, business segment, the type of services
and/or products purchased. Except for (a) STERIS-AUSTAR WFOE, our jointly controlled
entity; (b) STERIS, our joint venture partner; and (c) AIEL, a former subsidiary of AIHL and
became an Independent Third Party in December 2013, all of them are Independent Third
Parties:

For the six months ended 30 June 2014:

Years of
Principal business/ relationship
Rank  Customers description Credit terms/payment method with our Group
1 Customer F Engaged in the For Liquid and Bioprocess System and GMP 3 years
research, production Compliance Service, the contract price shall (since 2011)
and sale of vaccines, be paid in installments. In some cases, the
blood products and first installment shall be paid upon signing
diagnostic products. of contract. Further installments shall be
paid depending on the relevant progress (e.g.
receipt of equipments, passing of factory
and/or site acceptance test, and completion
of installation). In some cases, 10% of the
contract price is withheld as retention money
for 1 year. The credit period is 10 days in
some cases.
For Life Science Consumables, the contract
price shall be paid by single payment. The
credit period is 7 days in some cases.
2 Customer I Engaged in the For liquid and Bioprocess System, first 2 years
research of immune installment shall be paid upon signing of the  (since 2012)

gene products. contracts. Further installments shall be paid
depending on the relevant progress (e.g.
receipt of major equipments, and passing of
the site acceptance tests), 10% of the
contract price is withheld as retention money
for 1.5 ~ 2 years.
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Rank

3

Customers

Customer A

Customer J

Customer C

Principal business/
description

Engaged in production
of pharmaceutical
products with large
volume parenteral as
its major products

Engaged in research
and development,
production and sales of
a range of
pharmaceutical
products, including
biological products and
vaccines

Engaged in production
of pharmaceutical
products, including
antibiotics and
oncology

Credit terms/payment method

For Liquid and Bioprocess System, Clean
Room and Automation Control and
Monitoring System, Powder and Solid
System, GMP Compliance Service and
Distribution and Agency of Pharmaceutical
Equipment, the contract price shall be paid
in installments. The first installment shall be
paid not less than 10 days of signing of
contract in some cases. Further installments
shall be paid depending on the relevant
progress (e.g. the receipt of majority of
equipments, passing of factory and/or site
acceptance tests and the completion of
installation of the equipments). The credit
period is 7 days in some cases.

For Liquid and Bioprocess System, the first
installment of 10% should be paid within 7
days after signing of the contract. Second
installment of 30% should be paid after
confirmation of project design. Third
installment of 40% should be paid before
onsite installation work starts. Remaining
installment shall be paid after the site
acceptance/factory acceptance test) upon the
provision of quality guarantee by bank. For
Clean Room and Automation Control and
Monitoring System, the first installment of
30% should be paid within 7 days after
signing of the contract. Second installment
of 50% shall be paid before delivery of
goods. Remaining 20% should be paid
within 5 days after the site acceptance test
and a quality guarantee by the bank shall be
provided to the customer.

For Clean Room and Automation Control
and Monitoring System, and Powder and
Solid System, the contract price shall be
paid in installments. Installments shall be

paid depending on the relevant progress (e.g.

signing of contract, receipts of equipments,
passing of the site and/or factory acceptance
tests). Retention money is withheld for 1
year in some cases. The credit period is 7
days in some cases.

For Distribution and Agency of
Pharmaceutical Equipment, and Life Science
Consumables, the contract price shall be
paid by single payment. In some cases, 10%
of the contract price is withheld as retention
money for 1 year. The credit period is 60
days in some cases.
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For the year ended 31 December 2013:

Rank

Customers

Customer A

Customer B

Customer C

Principal business/
description

Engaged in production
of pharmaceutical
products with large
volume parenteral as
its major products

Engaged in the
research and
development of
hormone products for
skin

Engaged in production
of pharmaceutical
products, including
antibiotics and
oncology

Credit terms/payment method

For Liquid and Bioprocess System, Clean
Room and Automation Control and
Monitoring System, Powder and Solid
System, GMP Compliance Service and
Distribution and Agency of Pharmaceutical
Equipment, the contract price shall be paid
in installments. The first installment shall be
paid not less than 10 days of signing of
contract in some cases. Further installments
shall be paid depending on the relevant
progress (e.g. the receipt of majority of
equipments, passing of factory and/or site
acceptance tests and the completion of
installation of the equipments). The credit
period is 7 days in some cases.

For Liquid and Bioprocess System, Clean
Room and Automation Control and
Monitoring System, the contract price shall
be paid in installments. The first installment
shall be paid upon signing of contract in
some cases. Further installments shall be

paid depending on the relevant progress (e.g.

passing of the site and/or factory acceptance
tests). In some cases, 5% of the contract
price is withheld as retention money for 1
year. The credit period is 7 days in some
cases.

For Life Science Consumables, contract
price shall be paid by single payment. In
some cases, the contract price shall be paid
upon passing of the site acceptance tests.

For Clean Room and Automation Control
and Monitoring System, and Powder and
Solid System, the contract price shall be
paid in installments. Installments shall be

paid depending on the relevant progress (e.g.

signing of contract, receipts of equipments,
passing of the site and/or factory acceptance
tests). Retention money is withheld for 1
year in some cases. The credit period is 7
days in some cases.

For Distribution and Agency of
Pharmaceutical Equipment, and Life Science
Consumables, the contract price shall be
paid by single payment. In some cases, 10%
of the contract price is withheld as retention
money for 1 year. The credit period is 60
days in some cases.
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Rank

For the year ended 31 December 2012:

Rank

2

Customers

Customer D

Customer E

Customers

Customer F

STERIS-AUSTAR
WFOE

Principal business/
description

Engaged in the
research, development
and production of
Chinese medicines,
from plantation of the
herbs to production of
medicines in the areas
of cardiovascular
diseases, women and
child diseases.

Engaged in production
of pharmaceutical
products, including
antibiotics and
oncology.

Principal business/
description

Engaged in the
research, production
and sale of vaccines,
blood products and
diagnostic products.

Engaged in the
manufacture of pure
steam generator and
multiple effect water
stills.

Credit terms/payment method

For Liquid and Bioprocess System, the
contract price shall be paid by installments.
Installments shall be paid depending on the
relevant progress (e.g. signing of contract,
receipts of equipments, passing of site
and/or factory acceptance test). In some
cases, 5% of the contract price is withheld
as retention money for 1 year. The credit
period is 5 days in some cases.

For Liquid and Bioprocess System, the
contract price shall be paid depending on the
relevant progress (e.g. signing of contract,
passing of site and/or factory acceptance
test) 10% of contract price is withheld as
retention money and the credit period is 7
days in some cases.

Credit terms/payment method

For Liquid and Bioprocess System and GMP
Compliance Service, the contract price shall
be paid in installments. In some cases, the
first installment shall be paid upon signing
of contract. Further installments shall be
paid depending on the relevant progress (e.g.
receipt of equipments, passing of factory
and/or site acceptance test, and completion
of installation). In some cases, 10% of the
contract price is withheld as retention money
for 1 year. The credit period is 10 days in
some cases.

For Life Science Consumables, the contract
price shall be paid by single payment. The
credit period is 7 days in some cases.

For the sale of pressure vessel was the credit
term usually in installment and full payment
upon acceptance by ultimate customers.

For the service, commission for distribution
and agency fee for agency service, the
amount is payable to us upon issuance of
invoice.
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5 years
(since 2009)

2 years
(since 2012)

Years of
relationship
with our Group

3 years
(since 2011)

6 years
(since 2008)
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Rank

3

Customers

AIEL

Customer C

Customer G

Principal business/
description

Engaged in trading
business of
components in the
clean room enclosure
system

Engaged in the
production of
pharmaceutical
products, including
antibiotics and
oncology

Engaged in the
research, production
and sale of a wide
range of
pharmaceutical
products including
from active
pharmaceutical
ingredient and finished
products

Credit terms/payment method

Letters of credit are used in some cases
which shall be payable by installment in
accordance with milestones, e.g. signing of
contract, testing shipment. The credit period
is approximately 7 days.

For Liquid and Bioprocess System, and
Clean Room and Automation Control and
Monitoring System, the contract price shall
be paid in installments. The first installment
shall be paid upon signing of contract in
some cases. Further installments shall be

paid depending on the relevant progress (e.g.

receipt of major equipments, and passing of
factory and/or site acceptance test). In some
cases, 10% of the contract price is withheld
as retention money for not more than 2
years. The credit period is 10 days in some
cases.

For Life Science Consumables and
Distribution and Agency of Pharmaceutical
Equipment, the contract price shall be paid
by single payment. In some cases, the
contract price shall be paid upon receipt of
goods. The credit period is 1 month in some
cases.

For Liquid and Bioprocess System, Clean
Room and Automation Control and
Monitoring System, Distribution and Agency
of Pharmaceutical Equipment, and GMP
Compliance Service, the contract price shall
be paid by installments. The first installment
shall be paid upon signing of contract in
some cases. Further installments shall be

paid depending on the relevant progress (e.g.

receipt of major equipments, completion of
installation, passing of factory and/or site
acceptance tests). In some cases, 5% of the
contract price shall be withheld as retention
money for not more than 2 years. The credit
period is 3 days in some cases.

For Life Science Consumables, the contract
price shall be paid by single payment. In
some cases, the contract price shall be paid
upon receipts of goods.
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For the year ended 31 December 2011:

Rank  Customers

1 Customer A
2 Customer C
3 AIEL

Principal business/
description

Engaged in production
of pharmaceutical
products with large
volume parenteral as
its major products

Engaged in production
of pharmaceutical
products, including
antibiotics and
medicines for oncology

Engaged in trading
business of
components in the
clean room enclosure
system

Credit terms/payment method

For Liquid and Bioprocess System, Clean
Room and Automation Control and
Monitoring System, Powder and Solid
System, and GMP Compliance Service, the
contract price shall be paid in installments.
The first installment shall be paid upon
signing of contract in some cases. Further
installments shall be paid depending on the
relevant progress (e.g. receipt of major
equipments, and passing of the factory
and/or site acceptance tests). In some cases,
5% of the contract price is withheld as
retention money for 1 year. The credit
period is 7 days in some cases.

For Distribution and Agency of
Pharmaceutical Equipment, the contract price
shall be paid by single payment. In some
cases, the contract price is paid upon the
receipt of goods. The credit period is 7 days
in some cases.

For Liquid and Bioprocess System and
Clean Room and Automation Control and
Monitoring System, the contract price shall
be paid in installments. The first installment
shall be paid upon signing of contract in
some cases. Further installments shall be
paid depending on the relevant progress (e.g.
receipt of major equipments, and passing of
the site acceptance tests). In some cases,
10% of the contract price is withheld as
retention money for 2 years. The credit
period is 10 days in some cases.

For Distribution and Agency of
Pharmaceutical Equipment, the contract price
shall be paid by single payment. In some
cases, the contract price shall be paid upon
signing of contract.

Letters of credit are used in some cases
which shall be payable by installment in
accordance with milestones, e.g. signing of
contract, testing shipment. The credit period
is approximately 7 days.
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Principal business/

Years of
relationship

Rank  Customers description Credit terms/payment method with our Group
4 STERIS-AUSTAR Engaged in the For the sale of pressure vessel was the credit 6 years
WFOE manufacture of pure term usually in installment and full payment  (since 2008)
steam generator and upon acceptance by ultimate customers.
multiple effect water
stills For the service, commission for distribution
and agency fee for agency service, the
amount is payable to us upon issuance of
invoice.
5 Customer H Engaged in the In most business segments, the contract 4 years

production of a variety
of pharmaceutical
products including
antibiotics,
biopharmaceuticals and
healthcare products

price shall be paid in installments. The first
installment shall be paid upon signing of
contract in some cases. Further installments
shall be paid depending on the relevant
progress (e.g. receipt of major equipments,
and passing of the site acceptance tests). In

(since 2010)

some cases, 10% of the contract price is
withheld as retention money for 1 year. The
credit period is 10 days in some cases.

For business segments of Distribution and
Agency of Pharmaceutical Equipment and
Life Science Consumable, the contract price
shall be paid by single payment. In some
cases, the contract price shall be paid upon
signing of contract.

For the years ended 31 December 2011, 2012, 2013 and the six months ended 30 June
2014, revenue derived from our top five customers accounted for approximately 22.4%, 18.5%,
19.3% and 20.1%, respectively, of our total revenue, and revenue derived from our largest
customer accounted for approximately 7.1%, 6.7%, 6.1% and 5.7%, respectively, of our total
revenue.

Our Directors have confirmed that save as disclosed in the section headed “Business —
Suppliers and Procurement — Our major supplier who is also our major customer” none of our
top five customers were our suppliers or distributors during the Track Record Period.

AIEL was one of our major customers for the years ended 31 December 2011 and 2012.
AIEL was a former subsidiary of ATHL, our predecessor holding company and was disposed
of by AIHL to an Independent Third Party in December 2013. Our Group ceased to have any
business relationship with AIEL since April 2013. Save as disclosed above, none of our
Directors, their respective close associates or Shareholders holding more than 5% of the issued
share capital of our Company has any interest in our five largest customers during the Track
Record Period.

Other than Austar CE which was a subsidiary of AIEL and was transferred to the Group
in 2012, during the Track Record Period, AIEL and its subsidiaries were engaged in the
provision of consulting services for project management of hospital construction and facility
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design. These businesses (other than Austar CE) were managed by a separate management team
and the financial records were separately kept from the Group. During the Track Record
Period, AIEL also conducted trading of clean room enclosure system products to customers
overseas (i.e. purchased clean room enclosure system products that are manufactured by Austar
CE from Austar CE and on-sold the products to customers overseas). During the Track Record
Period, all of the purchases made by AIEL were sourced from the Group. AIEL ceased this
trading of clean room enclosure system products in 2012. Prior to the disposal of AIEL in
December 2013, Mr. Mars Ho, Mr. KH Ho and Madam Gu, being the ultimate beneficial
shareholders, and Enzo Barazetti, our non-executive Director (who ceased to be a director of
AIHL in March 2012), had been directors of AIEL and/or its subsidiaries but were not involved
in the day-to-day management of such companies and whereby have all ceased to be a director
of such companies upon or around the disposal of AIEL in December 2013. Save as disclosed
above, our Directors and senior management did not and do not have any roles in AIEL and

its subsidiaries (other than Austar CE which was transferred to the Group in 2012).

Given (i) AIEL’s trading business was not an integral part of our business; (ii) the other
operating subsidiaries of AIEL operated entirely different businesses from the Group; (iii)
AIEL and these subsidiaries were never intended to be and are not companies now comprising
the Group; and (iv) AIEL was disposed of to an Independent Third Party in December 2013,
AIEL is therefore not recorded as a subsidiary in the Group’s consolidated financial

information during the Track Record Period.

Given that the Controlling Shareholders would like to focus on business of the Group as
they considered it to have better growth prospects, AIEL was disposed of to an Independent
Third Party in December 2013 after they were approached by this third party.

KEY CUSTOMER CONTRACT TERMS

Pricing and payment terms

Pricing

For our integrated engineering solutions, we normally set a price on a cost-plus basis with
reference to our business strategies, market demand, past relationships with the customers and
complexity of the work. The price of contracts relating to integrated engineering solutions are
generally fixed at the time of entering into the contract. During the Track Record Period, we
have not experienced any cost overrun with our projects that has materially affected our Group.
Our Directors believe that the risk of cost overrun for our projects is relatively low because the
price of our raw materials and components for our projects are not highly volatile and the
obtaining of fee quotes, signing of project contracts and placing orders with suppliers take
place within a relatively short period of time. Nonetheless, if a customer would like to change
the scope or specification of work which results in a material increase in cost and necessitates
a substantial adjustment of our fee, we would enter into a supplemental contract with the

customer in respect of the additional work or equipment to be provided.
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For our consulting services, we price our services on a cost-plus basis and take into
account two main factors, namely the expected number of working hours involved and the
complexity of the services required, which in turn determines whether more senior engineers,
whose time costs are higher, are required. We also take into account the market demand and

past relationships with the customers.

For our distributorship and agency sales, we determine the price of the products based on,
amongst others, the prevailing price of similar products available in the relevant markets, the
cost of procurement of the products for distributorship sales, the amount of our commission for
agency sales (which is calculated with reference to the selling price of the products), our
marketing strategies for particular products, market demand, past relationships with the
customers.We are subject to price restrictions imposed by some of our suppliers, for example,

we are restricted from setting at a selling price lower than a certain level.

For major contracts manufactured by us, as we provide tailor-made solutions to our
customers, and the equipment included therein may vary in their size, specifications and nature
of raw materials and equipment involved and thus leading to a significant variation in price.
In general, the prices of the contracts and products which revenue was recognised during the

Track Record Period are set out below:

Price range per contracts

Business segments (including tax) (RMB)
(I) Liquid and Bioprocess System approximately 25,000 to
25,000,000
(2) Clean Room and Automation Control and approximately 18,000 to
Monitoring System 10,000,000
(3) Powder and Solid System approximately 22,000 to
5,900,000
(4) GMP Compliance Service approximately 2,500 to
16,000,000
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Price range per unit of product
(including tax) (RMB) (except
as otherwise stated)

(5) Life Science Consumables approximately 0.08 to 580,000

(6) Distribution and Agency of Pharmaceutical

Equipment

Distribution

e Parts and components approximately 20 to 2,700,000

* Pharmaceutical equipment approximately 150,000 to
4,300,000

Agency approximately USDS,500 to

USD3,300,000

Payment Terms

The payment t