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If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take
no responsibility for the contents 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 paragraph headed “Documents Delivered to the Registrar of
Companies and Available for Inspection — Documents delivered to the Registrar of Companies” in Appendix VIII 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 other document referred to above.

We are incorporated, and substantially all of its businesses are located, in the PRC. Potential investors should be aware of the differences in legal,
economic and financial systems between the PRC and Hong Kong and that there are different risk factors relating to investment in PRC-incorporated
companies. Potential investors should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong
Kong and should take into consideration the different market nature of our Shares. Such differences and risk factors are set out in the section headed
“Risk Factors” in this prospectus and Appendix V — “Summary of Principal Legal and Regulatory Provisions” and Appendix VI — “Summary of the
Articles of Association” to this prospectus. Potential investors should read carefully all the information set out in this prospectus and, in particular, the
matters discussed in the abovementioned sections.

The Offer Price is expected to be fixed by agreement between the Company and the Sole Global Coordinator (on behalf of the Underwriters) on the
Price Determination Date. The Price Determination Date is expected to be on or around Wednesday, 4 March 2015 and, in any event, not later than
Monday, 9 March 2015. The Offer Price will be not more than HK$14.10 per Offer Share and is expected to be not less than HK$12.53 per Offer Share,
unless otherwise announced.

Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$14.10 for each Hong Kong Offer Share
together with brokerage of 1%, SFC transaction levy of 0.0027% and Hong Kong Stock Exchange trading fee of 0.005% subject to refund if the Offer
Price should be lower than HK$14.10.

The Sole Global Coordinator (on behalf of the Underwriters) may, with the consent of the Company, reduce the indicative Offer Price range 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 Offering. In such a case,
notices of the indicative Offer Price range will be published in The Standard (in English) and the Hong Kong Economic Times (in Chinese) not later
than the morning of the last day for lodging applications under the Hong Kong Public Offering. Such notice will also be available at the website of the
Hong Kong Stock Exchange at www.hkexnews.hk and our website at www.clzd.com. Further information is set forth in the sections headed
“Structure of the Global Offering”and "How to Apply for the Hong Kong Offer Shares” in this prospectus. If, for any reason, the Sole Global
Coordinator on behalf of the Underwriters and we are unable to reach an agreement on the Offer Price by Monday, 9 March 2015, the Global Offering
will not proceed and will lapse.

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

Prospective investors of the Offer Shares should note that the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting
Agreement are subject to termination by the Sole Global Coordinator (on behalf of the Hong Kong Underwriters) upon the occurrence of the events set
forth in the section headed “Underwriting — Grounds for termination” at any time prior to 8:00 a.m. on the Listing Date. It is important that you refer
to that section for further details.

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 transferred, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the
U.S. Securities Act and in accordance with any applicable U.S. state securities laws. The Offer Shares have been offered and sold only outside the
United States in offshore transactions in accordance with Regulation S under the U.S. Securities Act.
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EXPECTED TIMETABLE

Application lists open @ ... ... . L 11:45 am on Wednesday, 4 March 2015

Latest time to lodge WHITE and YELLOW
Application Forms ..................... 12:00 noon on Wednesday, 4 March 2015

Latest time to give electronic application instructions

to HKSCC @ 12:00 noon on Wednesday, 4 March 2015
Application lists close ™ .. ... . ... L. 12:00 noon on Wednesday, 4 March 2015
Expected Price Determination Date ™) .. ................. Wednesday, 4 March 2015

Announcement of:

J the Offer Price;

. the level of indications of interest in the International Offering;
. the level of applications in the Hong Kong Public Offering; and
. the basis of allocation under the Hong Kong Public Offering

will be published (a) on the website of the Hong Kong Stock Exchange at
www.hkexnews.hk; (b) on our website at www.clzd.com );
(c) in The Standard (in English); and
(d) in the Hong Kong Economic Times (in Chinese)
onorbefore ........ ... ... . Tuesday, 10 March 2015

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers or
business registration numbers, where appropriate)
to be available through a variety of channels
(see section headed “How to apply for the Hong Kong Offer Shares”
in this prospectus) from .......... ... ... ... ... ... . ... Tuesday, 10 March 2015

Results of allocations in the Hong Kong Public Offering
will be available at www.tricor.com.hk/ipo/result

with a “search by ID Number/Business
Registration Number” function ........................ Tuesday, 10 March 2015

H Shares certificates in respect of wholly or partially successful
applications will be despatched or deposited into CCASS
on or before (VD and (Vi . Tuesday, 10 March 2015

Refund cheques in respect of wholly or partially
unsuccessful or wholly successful (if applicable)
applications on or before V™ ... .. L L o Tuesday, 10 March 2015

Dealings in the H Shares on the Hong Kong Stock Exchange
expected to commenceon ............ .. ... ... Wednesday, 11 March 2015
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(iii)

(iv)
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All dates and times refer to Hong Kong local dates and times, except as otherwise stated. Details of the
structure of the Global Offering, including its conditions, are set out in the section headed “Structure of
the Global Offering” in this prospectus. If there is any change in this expected timetable, an
announcement will be published in The Standard in English and in the Hong Kong Economic Times in
Chinese and on the website of the Hong Kong Stock Exchange and our website.

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 Wednesday, 4 March 2015, the application lists will not
open on that day. Further information is set out in the section headed “How to Apply for the Hong Kong
Offer Shares — Effect of Bad Weather on the Opening of the Application Lists” in this prospectus. If the
application lists do not open and close on Wednesday, 4 March 2015, the dates mentioned in this section
may be affected. Our Company will make a press announcement in such event.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to
HKSCC should refer to the section headed “How to Apply for the Hong Kong Offer Shares — Applying
by Giving Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to
be on or about Wednesday, 4 March 2015 and, in any event, not later than Monday, 9 March 2015. If, for
any reason, the Offer Price is not agreed on or before Monday, 9 March 2015, the Global Offering
(including the Hong Kong Public Offering) will not proceed and will lapse.

Neither our Company’s website nor any of the information contained on our Company’s website forms
part of this prospectus.

H Share certificates will only become valid certificates of title provided that the Global Offering has
become unconditional in all respects and neither of the Underwriting Agreements has been terminated in
accordance with its terms. If the Global Offering does not become unconditional or either of the
Underwriting Agreement is terminated in accordance with its terms, we will make an announcement as
soon as possible. Investors who trade H Shares on the basis of publicly available allocation details prior
to the receipt of their H Share certificates or prior to the H Share certificates becoming valid certificates of
title do so entirely at their own risk.

Applicants who apply for 500,000 or more Hong Kong Offer Shares and have indicated in their
Application Forms that they wish to collect H Share certificates (if applicable) and refund cheques (if
applicable) in person may do so from our H Share Registrar, 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 Tuesday, 10 March
2015 or any other date notified by our Company in the newspapers as the date of dispatch of H Share
certificates/refund cheques. Applicants being individuals who opt for personal collection must not
authorise any other person to make their collection on their behalf. Applicants being corporations who
opt for personal collection must attend by sending their authorised representatives each bearing a letter
of authorisation from his corporation stamped with the corporation’s chop. Both individuals and
authorised representatives (if applicable) must produce, at the time of collection, evidence of identity
acceptable to our H Share Registrar. Uncollected H Share certificates and refund cheques will be
dispatched by ordinary post to the addressees specified in the relevant Application Forms at the
applicants’ own risk. Further information is set out in the section headed “How to Apply for the Hong
Kong Offer Shares” in this prospectus.

Details of the structure of the Global Offering, including its conditions, are set out in

the section headed “Structure of the Global Offering” in this prospectus. For further

details in relation to the Hong Kong Public Offering, please refer to the section headed

“How to Apply for the Hong Kong Offer Shares” in this prospectus.
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SUMMARY

This summary provides an overview of the information contained in this prospectus.
Because it is a summary, this section does not contain all the information that may be
important to you. You should read the prospectus in its entirety, including our financial
statements and the accompanying notes, 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 Offer
Shares are set out in the section headed “Risk Factors” in this prospectus. You should read this
section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a well-established orthopedic medical device company in China focusing on
the research and development, production and sales of implantable orthopedic medical
devices which include joint prosthesis products and spinal products. Our joint prosthesis
products include hip joint prosthesis, knee joint prosthesis, shoulder joint prosthesis and
elbow joint prosthesis products. Our spinal products comprise a full product portfolio of
spinal fixation systems, including fixation systems in anterior and posterior cervical,
thoracic and lumbar vertebrae. Our products are primarily sold under the brand name of
“# 3L Chunli” in China. In terms of domestic sales revenue in 2013, our market share of
joint prosthesis industry in China reached approximately 3.1% and we ranked second
among all domestic enterprises and eighth among all enterprises (including foreign
enterprises) in the joint prosthesis industry in China, according to the Euromonitor
Report.

OUR BUSINESS AND PRODUCT SEGMENTS

The following table sets forth our revenue by products and business during the
periods indicated.

For the

nine

months

ended

30

For the year ended 31 December September

Products/Business 2011 2012 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000

Standard joint prosthesis

products 51,262 67,479 77,449 62,644
Custom joint prosthesis

products 16,839 20,111 23,336 20,858
Spinal products 11,400 10,505 9,761 7,844
Others™ete 759 - - -
Total 80,260 98,095 110,546 91,346

Note: Others represent logistics services which we have not engaged in since 2012.
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SUMMARY

As at the Latest Practicable Date, we held 14 medical device registration
certificates in China for the production of medical devices which cover joint prosthesis
products for four major joints (namely, shoulder, elbow, hip and knee joints) and spinal
products, nine of which are Class III medical device registration certificates and five of
which are Class I medical device registration certificates. As at the Latest Practicable Date,
the domestic joint products registration index (I Bl i %12 5 s A8 %R) of the CFDA
showed that we were one of the medical device companies that held the most
comprehensive medical device registration certificates in the joint prosthesis market in
China in terms of number and types of certificates. We have a broad product portfolio
which enables our distributors and hospitals to obtain their desired products from us.

OUR SALES AND DISTRIBUTION

We sell our products mainly through distributors. For the three years ended 31
December 2013 and the nine months ended 30 September 2014, approximately 88.7%,
85.2%, 83.0% and 78.9% of our revenue was derived from our sales to distributors in both
China and overseas, whereas our remaining revenue was derived from other sales
channels including sales to ODM and OEM customers overseas and direct sales to
hospitals in China.

China is our core market. We also export our products under the brand name of “%&
37 Chunli” and on ODM and OEM bases. Currently, we have built an extensive
distribution network covering all provinces, municipalities and autonomous regions
in China, and our sales network has covered numerous hospitals located in these regions
through our distributors. The table below sets forth the number of our distributors and
customers in China and overseas during the Track Record Period:

As at
30
As at 31 December September
2011 2012 2013 2014
China

Distributors 318 337 377 414
Hospitals 10 13 8 34
328 350 385 448

Overseas
Distributors 4 21 21 27
ODM and OEM customers 12 11 16 21
16 32 37 48
344 382 422 496

Most of our products are on the Medical Device Procurement List and we or our
distributors shall win the tender organized by the relevant government authorities in
order to supply such products to hospitals and medical institutions within the region.

—2_
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After the government authorities publicly announced the tender invitation, we or our
distributors shall submit tender documents to the government authorities. Successful
bidder shall enter into a written contract in accordance with the terms of the tender
document. The price of orthopedic medical devices which are on the Medical Device
Procurement List is affected by the tender processes. The successful bidder sell such
products to the hospitals and medical institution within the region at the price offered in
the bidding document. We are currently not subject to any price control on the sale of our
products in the PRC.

OUR PRODUCTION FACILITIES

Currently, we have two production sites, the Tongzhou First Production Base and
the Tongzhou Second Production Base, which are both located at the southern district of
Beijing Tongzhou Economic Development Zone with a gross floor area of approximately
4,370 sq.m. and 6,457.36 sq.m. respectively. We focus on the production and research and
development of joint prosthesis products and spinal products at our current production
sites.

The following table sets forth the maximum annual production capacity, actual
production volume and utilisation rate of our production facilities during the Track
Record Period:

For the nine months
For the year ended 31 December ended 30 September

2011 2012 2013 2014
Maximum Maximum Maximum Maximum
annual Actual annual Actual annual Actual annual Actual
production production Utilisation production production Utilisation production production Utilisation production production Utilisation
capacity  volume rate  capacity  volume rate  capacity  volume rate  capacity  volume rate
(sets) (sets) (%) (sets) (sets) (%) (sets) (sets) (%) (sets) (sets) (%)
Standard joint
prosthesis
products 19,700 15,400 78.2 33,200 28,400 85.5 34,700 32,300 93.1 37,100 36,700 98.9
Custom joint
prosthesis
products 2,400 1,900 79.2 2,300 2,000 87.0 3,600 3,300 91.7 2,600 2,500 96.2
Spinal products™® 11,400 8,900 78.1 12,500 10,700 85.6 9,700 9,000 92.8 9,500 9,400 98.9

Notes:

(1) As compared to 2012, our maximum annual production capacity and actual production volume
for spinal products in 2013 decreased because we allocated part of the production capacity for the
production of spinal products to produce standard and custom joint prosthesis products in
response to the market demand in 2013.

(2) Please refer to the section headed “Business — Production” in this prospectus for the bases and
assumptions used in the calculation of the maximum annual production capacity (which is
estimated based on the maximum annual production capacity of their core components), actual
production volume of the core components of our products and utilisation rate of our production
facilities.

(3) In the event that we need to increase our production capacity in response to higher market
demand of our products in the near future, we would (i) make swift adjustment to the work
schedule of our production staff at the Tongzhou First Production Base and the Tongzhou Second
Production Base and (ii) expand production capacity of the Tongzhou First Production Base and
the Tongzhou Second Production Base by purchasing additional machineries to meet such
increase in demand.



SUMMARY

In January 2011, we acquired the Tongzhou Second Production Base and the land on
which it is erected adjacent to our current production site, Tongzhou First Production
Base. The reason for acquiring the Tongzhou Second Production Base is two-fold. Firstly,
we believed that the Tongzhou Second Production Base which is situated at the southern
district of Beijing Tongzhou Economic Development Zone (the “Zone”) could cater for the
needs of our business growth after taking into account numerous factors such as the
anticipated high level of demand of our products in the near future, the good geographical
location, the industry trend within the Zone and the period of time that we have carried on
our business in the Zone. We considered that the Tongzhou Second Production Base could
serve as an additional production base in the event that we need to take on a sudden
increase of orders and expand our production capacity in the short run in response to any
increase in demand of our products before phase I of the Daxing New Production Base
commences operation. Secondly, as our Tongzhou First Production Base has title defect,
the Tongzhou Second Production Base could serve as a replacement production site in case
if we are required to relocate due to the title defect. Our Tongzhou First Production Base is
erected on a piece of collectively-owned construction land (% # &3 fl}h). As at the Latest
Practicable Date, no collectively-owned construction land use right certificate and
building ownership certificate has been obtained by the Huoxian Town Cooperative
Economic Association in respect of the land and the buildings of the Tongzhou First
Production Base (the “Title Defect”). For further information of the Title Defect, please
refer to the section headed “Business — Land and Properties” in this prospectus.
Renovation of the Tongzhou Second Production Base and relocation from the Tongzhou
First Production Base to the Tongzhou Second Production Base have been completed,
whereas most of our production facilities have been moved from our Tongzhou First
Production Base to our Tongzhou Second Production Base. We have commenced trial
production at our Tongzhou Second Production Base in January 2015 and we carried out
production at these two production sites since then.

For the nine months ended 30 September 2014, our Tongzhou First Production Base
almost reached full utilisation and the utilisation rate of our production facilities for
standard joint prosthesis products, custom joint prosthesis products and spinal products
were approximately 98.9%, 96.2% and 98.9% respectively. We plan to increase our
production capacity significantly to meet the anticipated increasing market demand. As
such, we have acquired a piece of land located in the Daxing Biomedicine Industrial Base
of the Zhongguancun Science Park in Beijing, the PRC with a site area of approximately
44,930.32 sq.m. in around September 2012 and are in the process of constructing a new
production plant and facilities in this Daxing New Production Base. The development of
the Daxing New Production Base will be carried out in two phases. It is expected that after
the commencement of operation of the phase I development in around October 2017, we
will have an additional maximum designed annual production capacity of standard joint
prosthesis products, spinal products and advanced customised joint prosthesis products
of approximately 40,000 sets, 25,000 sets and 5,000 sets respectively. Please refer to the
section headed “Business — Business Strategies and Future Plans — Expansion of our
production facilities and strategic relocation — Expansion plan and increase of
production capacity” in this prospectus for more details of our expansion plans.
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OUR SUPPLIERS

Our principal raw materials include titanium alloy, forged titanium alloy, casted
Co-Cr-Mo alloy and medical-grade ultra-high molecular weight polyethylene materials.
We procure all our principal raw materials from suppliers in China. For the three years
ended 31 December 2013 and the nine months ended 30 September 2014, the number of
suppliers of our principal raw materials were 17, 17, 21 and 23 respectively. During the
same periods, the total purchases from our top five suppliers represented approximately
56.5%, 60.3%, 62.1% and 59.6% of our total purchases respectively.

MEDICAL INSURANCE

Our joint prosthesis products and spinal products are categorised as medical
materials by the basic medical insurance scheme in China where part of the fees payable
by the patients are covered by the medical insurance. The medical coverage of the basic
medical insurance scheme for our joint prosthesis products and spinal products for most
of the districts in China range from around 70% to 90% of the total price of our products.

APPLICATION FOR LISTING OF A SHARES

On 19 September 2012, we submitted an application for the listing of A shares on the
Growth Enterprise Market of the Shenzhen Stock Exchange to the CSRC, for raising
capital to our business. However, due to the change of development strategy and in order
to accelerate our fund raising exercise for our expansion plan, having considered the
benefits of listing in a place with broader international investor base, we decided to apply
for listing on the Hong Kong Stock Exchange instead and made an application to
discontinue our listing application to the CSRC on 26 March 2013. The CSRC confirmed
that they have acknowledged and discontinued to its review of our listing application in
respect of A Shares on 3 April 2013. For further details, please refer to the section headed
“History And Development — Application for listing of A Shares”.

OUR COMPETITIVE STRENGTHS

We believe that the following competitive strengths differentiate us from our
competitors and enable us to increase our market share and capture future growth
opportunities:

o our leading position in the fast-growing joint prosthesis sector of orthopedic
medical devices industry among domestic entities in China;

. we are one of the enterprises with the most comprehensive medical device
registration certificates in the joint prosthesis sector in China;

o our diversified product portfolio which can meet different patients’ needs
enables us to capitalise on the opportunities of the fast-growing market;

o our research and development capabilities of joint prosthesis products are
supported by our comprehensive feedback system;

o our extensive distribution network in the PRC with distributors covering

numerous hospitals in all the provinces, municipalities and autonomous
regions in China; and

. our stringent quality control system with certification on international
standards.
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OUR BUSINESS STRATEGIES AND FUTURE PLANS

We plan to implement the following strategies to strengthen and consolidate our
market position in the joint prosthesis products and spinal products sector:

o development of our Daxing New Production Base to increase our production
capacity;

o diversify our product series and develop advanced customised joint
prosthesis products;

. expand our distribution and sales network by establishing sales and
marketing centers in different provinces and further explore the overseas
market;

o strengthen our innovation ability and increase the research and development
resources.

RISK FACTORS

We encounter a number of challenges in our business and the industry. In particular,
most of our products are sold to distributors which we have limited control over their
operations and we may not be able to maintain our relationship with them. In addition, we
may be required to relocate from one of our existing production bases, the Tongzhou First
Production Base. Furthermore, we might not be able to increase our production capacity in
response to any increase in demand of our products before phase I of the Daxing New
Production Base commences operation. The implementation of expansion plan may also
not achieve our desired outcome. Please refer to the section headed “Risk Factors” in this
prospectus for further details.

OUR LATEST DEVELOPMENT SUBSEQUENT TO THE TRACK RECORD PERIOD

To the best knowledge of our Directors, up to the date of this prospectus, there has
been no material change in the overall economic and market condition in China or in the
industry where we operate, which will bring material adverse effect on our business,
results of operations or financial condition.

Since 30 September 2014 and up to the Latest Practicable Date, our revenue and cost
structure remained stable, and our business maintained a stable growth which was in line
with the historical record. Our Directors have confirmed that, up to the date of this
prospectus, there has been no material adverse change in our financial or trading position
or prospects and no event has occurred that would materially and adversely affect the
information shown in the consolidated financial statements set forth in Appendix I —
“Accountants’ Report” to this prospectus. Moreover, there has been no material change in
respect of the utilisation rate of the Company’s production facilities, raw material costs
and selling prices of the Company’s products up to the date of this prospectus.

For information related to the trend or other factors that may affect our results of
operations, please refer to the section headed “Financial Information” in this prospectus.
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CONTROLLING SHAREHOLDERS

Immediately following the completion of the Global Offering, assuming that the
Over-allotment Option is not exercised, Mr. Shi and Ms. Yue, as husband and wife, will
together be deemed to be interested in 64.5% interest in the enlarged share capital of our
Company (as to approximately 36.4% held by Mr. Shi and approximately 28.1% held by
Ms. Yue) and will remain as the Controlling Shareholders. Our Controlling Shareholders
confirm that, as at the Latest Practicable Date, there is no competition between their
business and our business. The Directors believe that our Group is capable of carrying on
its business independently of our Controlling Shareholders and their associates. For
details, please refer to the section headed “Relationship with Controlling Shareholder and
Directors” in this prospectus.

PREVIOUS NON-COMPLIANCE

During the Track Record Period, the number of employees for which we made
contribution to housing pension fund and social insurance were fewer than the number
required by the relevant laws and regulations of the PRC, including the Regulation on
Management of Housing Provident Fund (f£/5 AR M6k {]) and the Social Insurance
Law (L& &%), In addition, in respect of our Tongzhou First Production Base, no
collectively-owned construction land use right certificate and building ownership
certificate in respect of the land and the buildings has been obtained. For details, please
refer to the section headed “Business — Legal Proceedings and Compliance” in this
prospectus.

SUMMARY OF FINANCIAL INFORMATION

The following table presents a summary of our financial information during the
Track Record Period and should be read in conjunction with our financial information set
forth in Appendix I — “Accountants’ Report” to this prospectus, including the notes
thereto. The consolidated financial information contained in Appendix I to this prospectus
has been prepared in accordance with the CASBE issued by the Ministry of Finance of the
PRC and the Reporting Accountants have conducted their audit in accordance with China
Standards on Auditing.
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Highlights of our consolidated income statements

For the

nine

months

ended

30

For the year ended 31 December September

2011 2012 2013 2014

RMB’000 RMB’000 RMB’000 RMB’000

Revenue 80,260 98,095 110,546 91,346
Cost of sales 19,747 27,536 30,471 24,441
Gross profit 60,513 70,559 80,075 66,905
Profit before tax 35,410 37,203 38,116 26,138
Net profit 30,405 31,940 32,665 22,669

For the three years ended 31 December 2013 and the nine months ended 30
September 2014, our revenue was approximately RMB80.3 million, RMB98.1 million,
RMB110.5 million and RMB91.3 million, respectively. During the Track Record Period, our
revenue maintained stable growth, representing a CAGR of approximately 17.4% between
2011 and 2013 and further increased by approximately 25.6% from approximately
RMB72.7 million for the nine months ended 30 September 2013 to approximately RMB91.3
million for the nine months ended 30 September 2014. For the three years ended 31
December 2013, our net profit was approximately RMB30.4 million, RMB31.9 million and
RMB32.7 million, respectively, representing a CAGR of approximately 3.6% over the three
years and further increased by approximately 26.8% from approximately RMB17.9 million
for the nine months ended 30 September 2013 to approximately RMB22.7 million for the
nine months ended 30 September 2014.

The table below sets forth our gross profit and gross profit margin by products
during the Track Record Period.

For the nine months
For the year ended 31 December ended 30 September
2011 2012 2013 2014
Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit
profit — margin profit  margin profit  margin profit — margin
RMB'000 (%) RMB'000 (%) RMB'000 (%) RMB'000 (%)

Standard joint prosthesis

products 37,768 737 46,883 695 53912 69.6 43,674 69.7
Custom joint prosthesis

products 13,533 80.4 15,981 79.5 18,748 80.3 17,833 85.5
Spinal products 8,453 74.1 7,695 733 7415 76.0 5,398 68.8
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The table below sets forth our revenue by sales channels during the Track Record
Period.

Nine months

Year ended 31 December ended 30 September
2011 2012 2013 2014
RMB'000 % RMB'000 % RMB'000 % RMB'000 %
China

Distributors 70,575 880 8137 83.0 88,085 9.7 69,727 763
Hospitals 5727 7.1 6,426 6.5 9,112 8.2 8,569 94
Others ™" 759 09 - - - - - -
77,061 9%.0 87,799 895 97,197 879 7829 85.7

Overseas
Distributors 543 0.7 2,186 2.2 3,605 33 2,376 2.6
ODM and OEM customers 2,656 33 8,110 8.3 9,684 88 10,674 1.7

3,199 40 10,29 10.5 13,349 121 13,050 143

80,260 100.0 98,095 1000 110,546 100.0 91,346 100.0

Note: Others represent logistics services which we have not engaged in since 2012.

The table below sets out our Group’s current assets, current liabilities and selected
items of the consolidated balance sheet as at the respective financial position dates
indicated:

As at

30

As at 31 December September

2011 2012 2013 2014

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 62,146 66,847 67,929 72,872
Current assets 96,618 120,663 132,704 145,309
Total assets 158,764 187,510 200,633 218,181
Non current liabilities - 5,946 5,674 7,656
Current liabilities 11,480 14,340 15,070 18,967
Total liabilities 11,480 20,286 20,744 26,623
Net current assets 85,138 106,323 117,634 126,342
Shareholders’ equity 147,284 167,224 179,889 191,558




SUMMARY

The following table sets out the debtors’ turnover days and inventory turnover days
as at the dates indicated:

As at

30

As at 31 December September

2011 2012 2013 2014

Debtors’ turnover days ) 109 102 106 131
Inventory turnover days® 394 248 256 299

(1) Debtors’ turnover days as at 31 December 2011, 2012 and 2013 and as at 30 September 2014 were
based on our average accounts receivable (i.e. sum of opening and closing balances of accounts
receivable of the respective periods and divided by two), net of provision on impairment, divided
by the total revenue, multiplied by the total number of days of each year or period (i.e. 273 days
for the nine months ended 30 September 2014).

(2) Inventory turnover days as at 31 December 2011, 2012 and 2013 and as at 30 September 2014 were
computed based on our average inventories (i.e. sum of opening and closing balances of
inventories of respective periods and divided by two) divided by cost of sales incurred in the
respective periods and multiplied by the number of days in the respective year or period (i.e. 273
days for the nine months ended 30 September 2014).

For further discussion on the debtors’ turnover days and inventory turnover days,
please refer to the section headed “Financial Information — Description of certain items
from consolidated balance sheets” to the prospectus.

The balance of accounts receivable, net of provision, remained stable as at 31
December 2011, 2012, and 2013. As at 30 September 2014, such balance increased by
RMB20.6 million or 61.2% when compared with the balance as at 31 December 2013 mainly
due to the fact that the distributors tended to settle the outstanding balance in the fourth
quarter of the year, which led to the increase in the outstanding balance as at 30 September
2014. The inventory level as at 30 September 2014 increased by RMB7.4 million or 32.3%
when compared with the same as at 31 December 2013. The Group had to prepare for
minor seasonal fluctuation in the industry as set out in the section headed “Business —
Sales Distribution Network and Marketing — Sales Model” in this prospectus that as
patients usually have joint replacement surgeries and spinal internal fixation surgeries
during seasons with cooler temperature to avoid unnecessary infection after surgeries,
there are relatively fewer surgeries in the summer. As a result, generally, there would be a
relatively higher level of inventory in the third quarter of the year.

- 10 -
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KEY FINANCIAL RATIOS

The following table sets out a number of key financial ratios as at the dates indicated
or for the periods indicated.

Nine
months
ended
30
Year ended 31 December September
2011 2012 2013 2014
(%) (%) (%) (%)

Profitability ratios
Gross profit margin 75.4 71.9 72.4 73.2
Net profit margin 37.9 32.6 29.5 24.8
Return on assets 19.2 17.0 16.3 10.4
Return on equity 20.6 19.1 18.2 11.8
As at
30
As at 31 December September
2011 2012 2013 2014

Liquidity ratios

Current ratio 8.4 8.4 8.8 7.7
Quick ratio 6.9 7.0 7.3 6.1

For further discussion on our key financial ratios, please refer to the section headed
“Financial Information — Key Financial Ratios” in this prospectus.

LISTING EXPENSES

During the Track Record Period, we incurred listing expenses of approximately
RMB11.2 million, of which approximately RMB4.8 million was recognised as
administrative expenses and approximately RMB6.4 million was capitalised as deferred
listing expenses that are expected to be charged against equity upon successful listing
under the relevant accounting standards. We expect to incur further listing expenses
(including underwriting commission) of approximately RMB19.0 million, of which
RMB4.4 million will be recognised as administrative expenses and RMB14.6 million will
be charged against equity after the Track Record Period. The listing expenses set out above
are preliminary estimation and provided for reference only. We believe that the remaining
expenses will not have a material impact on our results of operations for the years ending
31 December 2014 and 2015.

PROFIT ESTIMATE FOR THE YEAR ENDED 31 DECEMBER 2014
We have prepared the following profit estimate for the year ended 31 December

2014. This profit estimate is based on the accounting policies consistent with those
adopted for the purpose of the Accountants” Report of our Group, the text of which is set

- 11 -
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forth in Appendix I to this prospectus, and the bases set forth in Appendix III to this
prospectus. You should read these bases when you analyse our profit estimate.

Estimated unaudited consolidated profit
attributable to equity owners of the Company®® . . Not less than RMB36.5 million

(approximately HK$45.6 million)

Unaudited pro forma estimated earnings per Share®® ... Not less than RMB0.55

Notes:

M

2

(€)

(approximately HK$0.68)

The bases on which the above profit estimate for the year ended 31 December 2014 has been
prepared are summarised in Appendix III to this prospectus. The unaudited estimate of
consolidated profit attributable to equity owners of the Company for the year ended 31 December
2014 has been prepared by the Directors based on the audited consolidated results for the nine
months ended 30 September 2014, and the unaudited consolidated results based on management
accounts of our Group for the three months ended 31 December 2014.

The unaudited pro forma estimated earnings per Share is based on the estimated consolidated
profit attributable to the equity owners of the Company for the year ended 31 December 2014,
assuming that our Company has been listed since 1 January 2014 and a total of 66,670,000 Shares
had been issued. The calculation takes no account of any Shares which may be allotted and issued
upon the exercise of the Over-allotment Option.

The estimated unaudited consolidated profit attributable to equity owners of the Company and
the unaudited pro forma estimated earnings per Share are converted into HK$ at the exchange
rate of RMBO0.80 to HK$1.00.

USE OF PROCEEDS

The net proceeds from the Global Offering (after deducting underwriting fees and
commissions and estimated expenses paid and payable by us in connection with the
Global Offering and assuming an Offer Price of HK$13.32 per Offer Share, being the
mid-point of the indicative Offer Price range, and assuming the Over-allotment Option is

not exercised) will be approximately HK$184.3 million. We currently intend to use the net

proceeds from the Global Offering as follows:

Approximate amount of

net proceeds Intended application

50.0% or

Finance the development of phase I of the Daxing New

HK$92.1 million Production Base, of which:

i approximately 20.0% or HK$36.9 million will be used
for the construction of the new production plant and
ancillary facilities

. approximately 30.0% or HK$55.2 million will be used

for the purchase and installation of production
equipment and machineries

- 12 -
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Approximate amount of
net proceeds

20.2% or
HK$37.2 million

20.0% or
HK$36.9 million

9.8% or
HK$18.1 million

Intended application

Fund our research and development activities, of which:

approximately 12.0% or HK$22.1 million will be used
for the development of a research and development
center at the Daxing New Production Base

approximately 4.2% or HK$7.7 million will be used
for the purchase of new research and development
facilities and equipment

approximately 4.0% or HK$7.4 million will be used
for the expansion of our scope of research and
development activities

Expansion of our existing marketing and distribution
networks, of which:

approximately 8.5% or HK$15.7 million will be used
for the establishment and development of sales and
marketing centers

approximately 6.0% or HK$11.1 million will be used
for the recruitment of marketing staff

approximately 5.5% or HK$10.1 million will be used
for sponsoring and participation of academic
conferences and seminars

Working capital and other general corporate purposes

For further details, please refer to the section headed “Future Plans and Use of

Proceeds” in this prospectus.

DIVIDEND POLICY

During the three years ended 31 December 2013, we distributed dividends of

approximately RMB2.0 million, RMB12.0 million and RMB20.0 million, respectively. In
May 2014, we distributed the final dividend for the year ended 31 December 2013 to the
Shareholders of our Company of RMB11.0 million. Save as disclosed above, during the

Track Record Period and up to the Latest Practicable Date, we had not distributed any

dividends to the then equity holders of our Group. Please refer to the section headed

“Financial Information — Dividend Policy” in this prospectus for further details.

- 13 -
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GLOBAL OFFERING STATISTICS™

Based on an Based on an
Offer Price of Offer Price of
HK$12.53 per HK$14.10 per
H Share H Share
Market capitalisation of our Company upon
completion of the Global Offering(z) HK$835.4 million HK$940.0 million
Unaudited pro forma adjusted net tangible asset
value per Share® HK$6.25 HK$6.64
Notes:
(1) All statistics in this table are presented based on the assumption that the Over-allotment Option is not
exercised.
(2) The calculation of market capitalisation is based on 66,670,000 Shares expected to be in issue following
the completion of the Global Offering.
(3) The unaudited pro forma adjusted consolidated net tangible asset value per Share is arrived at after the

adjustments referred to “Appendix II — Unaudited Pro Forma Financial Information” to this prospectus
and on the basis of 66,670,000 Shares in issue following the completion of the Global Offering.
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DEFINITIONS

In this prospectus, the following expressions shall have the following meanings unless
the context requires otherwise. Descriptions of some other expressions are set forth in the
section headed “Glossary of Technical Terms”.

“Application Form(s)”

” Articles of Association”

or “Articles”

“associate(s)”

//BFDAII

“Board” or “Board of

Directors”
“Board of Supervisors”

“Business Day”

IICAGRI/
“CASBE”
“CCASS”
“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

WHITE and YELLOW application form(s), or where the
context so requires, any of such forms, relating to the Hong
Kong Public Offering

the articles of association of our Company, with effect from
the Listing Date, conditionally adopted on 23 February
2015, as amended or supplemented from time to time

has the meaning ascribed to it under the Listing Rules

the Beijing Food and Drug Administration (Jtx5t& it 25 dh
R E M) (previously known as bt 88 i BB E 2R

(the Beijing Drug Administration))

board of Directors of our Company

board of supervisors of our Company

any day (other than a Saturday, Sunday or public holiday in
Hong Kong) on which banks in Hong Kong are generally
open for normal banking business

compound annual growth rate

China Accounting Standards for Business Enterprises

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

a person admitted to participate in CCASS as an investor

participant who may be an individual or joint individuals or
a corporation

- 15 -
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“CCASS Participant”

“CFDA”

“China” or “PRC”

“China Everbright
Capital” or “Sole
Sponsor”

“Chunli Limited”

“Chunli Limited Research
Center”

“Chunlizhengda Research
Center”

“Company” or “our
Company”

“connected person(s)”

“connected transaction(s)”

“Controlling
Shareholder(s)”

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

China Food and Drug Administration (3£ A [3LANE B K &
i BE N B A BAER)) (previously known as HHE A R [
KE SR (State Pharmaceutical Administration of the
PRC))

People’s Republic of China, and “Chinese” shall be
construed accordingly. References in this prospectus to the
PRC or China, for geographical references only, excluding
Hong Kong, the Macau Special Administration Region of
the PRC and Taiwan

China Everbright Capital Limited, a licensed corporation
under the SFO permitted to carry out Type 1 (dealing in
securities), Type 4 (advising on securities) and Type 6
(advising on corporate finance) regulated activities (as
defined under the SFO), being the sole sponsor of the Global
Offering

b i B R B EE A R A F (Beijing Chunlizhengda
Technology Development Co., Ltd.), a limited liability
company incorporated in the PRC on 12 February 1998, the
predecessor of our Company

A 5T AR S IE 2 R B B A BR 2 WA S AR N TR 5l A A
fir (Beijing Chunlizhengda Technology Development Co.,
Ltd. Chunli Hi-tech Artificial Joint Research Center), a
branch of Chunli Limited

AU 5T R S 15 3 R AU A PR ) A S v RN L Al
W7t (Beijing Chunlizhengda Medical Instruments Co.,
Ltd. Research Center), a branch of our Company

et L E 2 B AU A A R4 R (Beijing Chunlizhengda
Medical Instruments Co., Ltd.), a joint stock limited
company incorporated in the PRC on 17 September 2010
has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules and

in the context of our Company, referring to Mr. Shi and Ms.
Yue
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“Corporate Governance
Code”

“CSRC”

“Daxing New Production
Base”

7

“Deed of Indemnity

“Deed of
Non-competition”

“Director(s)” or “our
Director(s)”

“Distribution Framework
Contract”

“Domestic Share(s)”

“Euromonitor”

“Euromonitor Report”

Corporate Governance Code as set out in Appendix 14 to
the Listing Rules

China Securities Regulatory Commission ("' 75 & &
EMZ B ), a regulatory authority responsible for the
supervision and management of the PRC national securities
markets

our new production plant and facilities to be located at
o B AL T B R R B e R B A ) B E E SE R ML (Daxing
Biomedicine Industrial Base of the Zhongguancun Science
Park in Beijing, the PRC), details of which are set out in the
sections headed “Business — Business Strategies and
Future Plans — Expansion of our production facilities and
strategic relocation — Expansion plan and increase of
production capacity” and “Business — Land and
Properties” in this prospectus

the deed of indemnity executed on 14 February 2015 by the
Controlling Shareholders in favour of our Company (for
itself and on behalf of its subsidiaries), containing the
indemnities

the deed of non-competition undertakings dated 14
February 2015 executed by our Controlling Shareholders in
favour of our Company (for itself and on behalf of its
subsidiaries)

director(s) of our Company

the framework contract on distribution of medical devices
entered into by our Company and Gaoyang Materials on 19
April 2014

ordinary share(s) of our capital, with a nominal value of
RMB1.00 each, which are subscribed for and fully paid up in
Renminbi and are unlisted Shares which are currently not
listed or traded on any stock exchange

Euromonitor International Limited (&5 B 7604 R A),
a global research organisation established in 1972 which
prepared the Euromonitor Report, an Independent Third
Party

independent industry research report commissioned by our
Company prepared by Euromonitor
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“Gaoyang Materials”

//GDP/I

“Global Offering”

“Group” or “our Group”
or “we” or “us”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Companies
Ordinance”

“Hong Kong Companies
(Winding Up and
Miscellaneous
Provisions) Ordinance”

“Hong Kong dollars”,
“HK$” and “HK
dollars”

“Hong Kong Offer
Shares”

bt m Y & H L (Beijing Gaoyang Materials Center), a
company established in the PRC on 16 March 1999 as a
collectively owned enterprises (%8 T A fil3) and its
responsible person, Mr. Guo Fuxiang (#&1f), is the
husband of the cousin of Mr. Shi, a Controlling Shareholder
and an executive Director of our Company, and thus
deemed to be a connected person of our Company

gross domestic product

the Hong Kong Public Offering and the International
Offering

our Company and its subsidiary, as the context may require,
or where the context so requires and in respect of the period
before our Company became the holding company of its
present subsidiaries, such subsidiaries as if they were
subsidiaries of our Company at the relevant time

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

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

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

Hong Kong dollars and cents, the lawful currency of Hong
Kong

1,667,000 new H Shares to be initially offered by our
Company for subscription at the Offer Price under the Hong
Kong Public Offering (subject to adjustment as described in
the section headed “Structure of the Global Offering” in this
prospectus)
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“Hong Kong Public
Offering”

“Hong Kong Stock
Exchange”

“Hong Kong

Underwriters”

“Hong Kong
Underwriting
Agreement”

“Huoxian Town
Cooperative Economic
Association”

“H Share(s)”

“H Share Registrar”

“Independent Third
Party(ies)”

“International Offer
Shares”

“International Offering”

the offer of the Hong Kong Offer Shares by our Company for
subscription by the public in Hong Kong at the Offer Price
on the terms and conditions set forth in this prospectus and
the Application Forms

The Stock Exchange of Hong Kong Limited

the Underwriters of the Hong Kong Public Offering, whose
names are set out under the section headed “Underwriting
— Hong Kong Underwriters” in this prospectus

the underwriting agreement dated 26 February 2015
relating to the Hong Kong Public Offering and entered into
by, among others, the Sole Global Coordinator, the Sole
Sponsor, the Hong Kong Underwriters, the Controlling
Shareholders, and us, as further described in the section
headed “Underwriting” in this prospectus

JE 5T A8 i R AR S S AR AL S 4L (the Beijing Tongzhou
District Huoxian Town Cooperative Economic Association)

overseas-listed foreign share(s) in the ordinary share capital
of our Company, with a nominal value of RMB1.00 each,
which are to be listed on the Hong Kong Stock Exchange
and traded in Hong Kong dollars

Tricor Investor Services Limited

person(s) or company(ies) not being connected person(s) of
our Company under the Listing Rules

15,003,000 new H Shares initially being offered under the
International Offering together, where relevant, with any
additional H Shares to be issued pursuant to the exercise of
the Over-allotment Option, the number of which is further
subject to adjustment as described under the section headed
“Structure of the Global Offering” in this prospectus

the offer of the International Offer Shares at the Offer Price
outside the United States in accordance with Regulation S,
as further described in the section headed “Structure of the
Global Offering” in this prospectus
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“International
Underwriters”

“International
Underwriting
Agreement”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Mandatory Provisions”

“Ministry of Health” or
I/MOHII

the underwriters of the International Offering which are
expected to enter into the International Underwriting
Agreement as initial underwriters on or around the Price
Determination Date

the international underwriting agreement relating to the
International Offering to be entered into on or around the
Price Determination Date by, among others, the Sole Global
Coordinator, the International Underwriters, the
Controlling Shareholders, and us, as further described in
the section headed “Structure of the Global Offering —
International Offering” in this prospectus

18 February 2015, being the latest practicable date for the
purpose of ascertaining certain information contained in
this prospectus prior to its publication

the listing of the Offer Shares on the Main Board of the Hong
Kong Stock Exchange

the Listing Committee of Hong Kong Stock Exchange

the date, expected to be on or around Wednesday, 11 March
2015, on which our H Shares are listed on the Hong Kong
Stock Exchange and from which dealings in our H shares are
permitted to take place on the Hong Kong Stock Exchange

Rules Governing the Listing of Securities on the Hong Kong
Stock Exchange (as amended and supplemented or
otherwise modified from time to time)

Mandatory Provisions for the Articles of Association of
Companies to be Listed Overseas (F|44h b1 /A vl S 26 #5
f650), for inclusion in articles of association of any company
established in the PRC and listed overseas, which were
promulgated by the PRC Securities Commission, the
predecessor of the CSRC, and the State Restructuring
Commission on 27 August 1994, as amended and
supplemented or otherwise modified from time to time

Ministry of Health of the PRC (3 A [ 3 A0 B 5 4E ),
combined with National Population and Family Planning
Commission (BIZE A O MfE#4FZBE) in March 2013,
and subsequently named as National Health and Family
Planning Commission of the PRC (3£ A [ A1 B 2 5¢ i AE
EHE LT ZEE)

- 20 -



DEFINITIONS

//MNC ”

“Mr. Shi”

“Ms. Yue”

IINDRC ”

//ODM//

/IOEM//

“Offer Price”

“Offer Shares”

“Over-allotment Option”

multinational corporation

¥ %% (SHI Chunbao), our executive Director, chairman,
general manager and sales and marketing director, the

husband of Ms. Yue and one of our Controlling
Shareholders

FHi#% (YUE Shujun), our executive Director and deputy
general manager, the wife of Mr. Shi and one of our
Controlling Shareholders

National Development and Reform Commission of the PRC

(N R L (o) (B % 6% e RN iR R B )

the acronym of “original design manufacturing”, a business
that designs and manufactures products for branding and
resale by the customer

the acronym of “original equipment manufacturing”, a
business that manufactures products in accordance with the
customers’ design and specifications for branding and
resale by the customer

the final offer price per Offer Share (exclusive of brokerage
of 1%, SFC transaction levy of 0.0027% and Hong Kong
Stock Exchange trading fee of 0.005%) at which the Hong
Kong Offer Shares are to be subscribed under the Global
Offering, and to be determined according to the section
headed “Structure of the Global Offering — Price
Determination of the Global Offering” in this prospectus

the Hong Kong Offer Shares and the International Offer
Shares

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Sole Global
Coordinator (on behalf of the International Underwriters),
pursuant to which our Company may be required to allot
and issue up to an aggregate of 2,500,500 additional Offer
Shares (representing 15% of the initial number of Offer
Shares offered under the Global Offering) to, among other
things, cover the over-allocations in the International
Offering as set out in the section headed “Structure of the
Global Offering” in this prospectus
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“PRC Company Law”

“PRC GAAP”

“PRC Government” or

”

“Chinese Government

“PRC Legal Advisers”

“PRC Securities Law”

“Price Determination
Date”

“Promoter(s)”

“Regulation 5”
“RMB” or “Renminbi”

“SAFE”

Company Law of the PRC (% NRILME LA A%), as
enacted by the Standing Committee of the Eighth National
People’s Congress on 29 December 1993 and effective on 1
July 1994, as amended, supplemented or otherwise
modified from time to time

generally accepted accounting principles in the PRC,
including the Accounting Standards for Business
Enterprises

the central government of the PRC, including all
governmental subdivisions (including provincial,
municipal and other regional or local government entities)

H R B RIS T (V & T Law Firm), a qualified PRC law
firm acting as the PRC legal advisers to our Company for
the application for the listing

Securities Law of the PRC (# % A RILHEEFHRIE)
promulgated by the Standing Committee of the NPC on 29
December 1998 which became effective on 1 July 1999, and
as amended, supplemented or otherwise modified from
time to time

the date, expected to be on or around 4 March 2015 (Hong
Kong time) and, in any event, not later than 9 March 2015,
on which the Offer Price is to be fixed by agreement
between our Company and the Sole Global Coordinator (on
behalf of the Underwriters)

all the Shareholders who entered into the promoters’
agreement on 28 August 2010 to convert Chunli Limited
into a joint stock limited liability company including Mr.
Shi, Ms. Yue, #f#¥ (SUN Weiqi), Xin’an Caifu, 578 (JIN
Jie), #k—H% (LIN Yiming), & &# (GU Changyue), &K
(HUANG Dong), Eiff (WANG Haiya), {144 (HE
Rongmei), fii#:45 (NI Xuezhen), 5k ¥ (ZHANG Zhaohui)
and FJE; (CHEN Xusheng)

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC ("%
N R AN B [ % 51 2 )
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”SAIC ”

/ISF(://

”SFO”

“Share(s)”

“Shareholder(s)”

“SIPO”

“Sole Global Coordinator”
or “Sole Bookrunner”
or “Sole Lead Manager”

“Southern District
Management
Committee”

7

“Special Regulations”

“State Council”
“subsidiary(ies)”

“substantial
shareholder(s)”

“Supervisor(s)”

“Takeovers Code”

State Administration for Industry and Commerce of the
PRC (2 A B30 3 (8 ¢ T 7 A7 U 248 )

Securities and Futures Commission of Hong Kong

Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) as amended, supplemented or otherwise
modified from time to time

ordinary share(s) in the capital of our Company with a
nominal value of RMB1.00 each

holders of the Share(s)

State Intellectual Property Office of the PRC (*h# AR 3L
I % R 7 HE SR

China Everbright Securities (HK) Limited, a licensed
corporation under the SFO permitted to carry out Type 1
(dealing in securities), Type 4 (advising on securities), Type
6 (advising on corporate finance) and Type 9 (asset
management) regulated activities, the sole bookrunner, the
sole global coordinator and the sole lead manager of the
International Offering

Jb 5t 2 N AL o B 8E I g [ B & B & (the Management
Committee of the Southern District of Beijing Tongzhou
Economic Development Zone)

BRI A et A7 RS RIS SN SR B BBy e ETTRY 45 A ZE (the Special
Regulations of the State Council of the PRC on the Overseas
Offering and Listing of Shares by Joint Stock Limited
Companies) issued by the State Council of the PRC on 4
August 1994, as amended, supplemented or otherwise
modified from time to time

State Council of the PRC ("1 3£ A [ 351 [ [0 75 B )
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules

the member(s) of the Board of Supervisor
Codes on Takeovers and Mergers and Share Buy-backs

promulgated by the SFC, as amended, supplemented or
otherwise modified from time to time
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“Tongzhou First
Production Base”

“Tongzhou Second
Production Base”

“Track Record Period”

“Trademark Office”

“Underwriters”

“Underwriting
Agreements”

“United States” or “U.S.”

“U.S. dollars”, “USD” or
IIUS$II

“U.S. Securities Act”

“Xin’an Caifu”

“Zhao Yi Te”

our production plant and ancillary facilities located at No.
17 Xinmi Road, Tongzhou District, Beijing, the PRC ([t
HUE N 7 8% FL %17 58)

our production plant and ancillary facilities located at No.
10 Xinmi Xi Er Road, Tongzhou District, Beijing, the PRC (1
8 5 241 166 2 T P B 1055)

the three years ended 31 December 2013 and the nine
months ended 30 September 2014

Trademark Office (Fi#/7) of the SAIC

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

United States of America, its territories and possessions
subject to its jurisdiction, any state of the United States and
the District of Columbia

United States dollars, the lawful currency of the United
States

United States Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time

JeatH L s B E R E AR EAE AT (Beijing Xin’an Caifu
Venture Investment Co., Ltd.), a company established with
limited liability in the PRC on 2 August 2000, formerly
known as LR ZEFHLEBEE AR AR (Beijing Ancai
Technologies Risk Investment Co., Ltd) and L5t #i % & &
AEHR A A (Beijing Xin’an Caifu Capital Investment
Co., Ltd), an Independent Third Party

Rt IR R R A A IR A ] (Beijing Zhao Yi Te Medical
Devices Co., Ltd.), a limited liability company incorporated
in the PRC on 8 June 2006, a wholly owned subsidiary of our
Company

In this prospectus, if there is any inconsistency between the Chinese names of the entities,

authorities, organisation, institutions or enterprises established in China or the awards or

certificates given in China and their English translations, the Chinese version shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this prospectus in connection
with our business. Some of these terms may not correspond to standard industry definitions.

“advanced customised joint
prosthesis(es)”

“CE mark”

“Class III hospital(s)”

”CNC ”

“Co-Cr-Mo alloy”

“conventional custom joint
prosthesis(es)”

an advanced model of custom joint prosthesis which
is tailor-made using advanced technologies such as
3D reconstruction on the basis of the Chinese skeleton

database ("' R & # EHEE) to meet the unique
needs of individual patient

a product certification mark that is placed on
products compliant to the New Approach Directives
of the European Union. The CE mark is required for
manufacturers (from anywhere in the world) wishing
to sell their products into the European Economic
Area. The CE mark indicates conformity with all the
essential safety and environmental requirements set
out in the European Directives

highest ranked regional hospitals in China designated
as class III hospital by the Ministry of Health
hospitals classification that provide multiple regions
with high quality professional medical services,
undertake higher education and scientific research
initiatives and are followed by lower ranked Class II
and Class I hospitals. Class I hospitals are elementary
hospitals which provide general medical services to
the community directly. Class II hospitals are regional
hospitals which provide medical and healthcare
services in several communities

computer numeric controlled, the use of a computer
with numerical instructions and program codes to
carry out various machining operations

cobalt-chromium-molybdenum alloy, one of our main
raw materials

custom joint prosthesis that is specifically designed
and produced based on the data on the skeleton
structure of a particular patient to satisfy the needs of
such patient
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GLOSSARY OF TECHNICAL TERMS

“custom (modular) joint
prosthesis(es)”

thMP/I

”ISO”

“1SO13485”

“1509001”

“joint prosthesis(es)”

“joint replacement surgery’

“medical-grade ultra-high
molecular weight
polyethylene”

7

custom joint prosthesis that is clinically assembled
based on ready-made components of joint prosthesis of
various specifications and sizes which are designed
and produced pursuant to the statistical analysis
derived from the clinical data of a large pool of
patients to cater the needs of a wide range of patients

the set of good manufacturing practice, a regulatory
practice for the quality of production

International Organisation for Standardisation

the international standard in respect of Medical
Devices — Quality Management Systems —
Requirements for regulatory purposes (%5 5% & i 2 &
I R MR AL 2OK) issued by ISO in 2003, being
an independent quality management system specially
designed for the medical device industry

a set of core standards in quality management
included in ISO9000 standards, which was initiated
by ISO in 1994, being formulated by Quality
Management and Quality Assurance Technical
Committee of ISO ([ P15 1 Ak 4H 4k B 2 4 P RN B o IR
b P 22 B )

devices designed based on metallurgy, biomaterials,
biomechanics and orthopedics to help patients
reinstate joint movement function, which includes hip
joint prosthesis, knee joint prosthesis, shoulder joint
prosthesis and elbow joint prosthesis, etc.

orthopedic surgeries to resect abrasive and damaged
articular surfaces and implant of joint prosthesis with
an aim to restore the functionality and smoothness of
articular surfaces

polyethylene with a molecular weight of over 1
million, a kind of thermoplastic medical plastic in
linear form with excellent integration properties,
being one of our main raw materials
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GLOSSARY OF TECHNICAL TERMS

“Medical Device

Procurement List(s)”

“PEEK materials”

“spinal products”

“standard joint prosthesis(es)”

”taper”

“taper ratio”

“trauma products”

a medical device procurement list issued by the
relevant government authorities in the respective
provinces, municipalities and regions. The hospitals
and medical institutions must procure orthopedic
medical devices which are on this list through tender
established by the relevant government authorities

the short form of polyether ether ketone (PEEK),
being polyetheretherktone materials having modulus
of elasticity similar to that of human system

devices such as spinal fixation system, pedicles
screws and cage for spinal fusion which are used for
surgical treatment of spinal disorder, deformity,
fractures and back pain conditions

joint prosthesis that is in standardized specifications
and sizes

the connecting parts between the femoral head and
femoral stem of hip joint prosthesis products

the ratio of the difference between the top and bottom
diameter of a taper to the height of a taper

devices such as bone plate sets, bone screws and
intramedullary nails for reattaching or stabilizing
damaged bone and tissue so as to support the healing
process within a considerably shorter period
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FORWARD-LOOKING STATEMENTS

In this prospectus, statements of or references to our intentions or those of any of
our Directors are made as at the date of this prospectus. Any such intentions may change
in light of future developments.

This prospectus contains forward-looking statements that state our intentions,
beliefs, expectations or predictions for the future that are, by their nature, subject to
significant known or unknown risks, uncertainties and other factors, some of which are
beyond our control, which may cause our actual results, performance or achievements, or
industry results, to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking statements. These
forward-looking statements include, without limitation, statements relating to:

. our operations and business prospects;

J future developments, trends and conditions in the medical devices industry in
China and other countries where we operate or sell our products;

. changes in the market of our industry in countries into which we intend to
develop our operations;

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

. the regulatory environment and industry outlook in general for the industries
discussed herein;

. general political and economic conditions in China;

. our dividend policy;

. our projects under development;

. our future capital needs and capital expenditure plans;

J the amount and nature of, and potential for, future development of our
business;

. capital markets developments;

. the competitive markets for our products and the actions and developments of

our competitors;

J changes in volumes, operations, margins, overall market trends, risk
management and exchange rates;

. exchange rate fluctuations and developing legal system, in each case
pertaining to the PRC and the industries and markets in which we operate;

. financial condition and performance of our Company;
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FORWARD-LOOKING STATEMENTS

. industry regulations and restrictions imposed by the PRC, including tariffs
and environmental regulations;

. macroeconomic measures taken by the PRC to manage economic growth;
. other statements in this prospectus that are not historical fact; and
. other factors beyond our control.

Zani 7 Zami Zani

The words “aim,” “anticipate,” “believe,” “could,” “continue,

i

expect,” “going

potential,” “seek,” “will,” “would” and

i i

forward,” “intend,” “may,” “plan,” “predict,
similar expressions, as they relate to us, are intended to identify a number of these
forward-looking statements. Such statements reflect the current views of our management
with respect to future events and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in this prospectus. Should one or more
of these risks or uncertainties materialise, or should the underlying assumptions prove to
be incorrect, our results of operations and financial condition may be adversely affected
and may vary materially from those described herein as anticipated, believed or expected.
Accordingly, such statements are not a guarantee of future performance and you should
not place undue reliance on such forward-looking information. Moreover, the inclusion of
forward-looking statements should not be regarded as representations by us that our
plans and objectives will be achieved or realised. We undertake no obligation to update or
otherwise revise any forward-looking statements, whether as a result of new information,
future events or otherwise. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this prospectus might not occur. All forward-looking
statements contained in this prospectus are qualified by reference to these cautionary

statements.
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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 our H Shares. Our
operations involve certain risks, many of which are beyond our control. You should pay
particular attention to the fact that we are a PRC company, our business is mainly located in
China and we are governed by a legal and regulatory environment that may differ from that
which prevails in other countries and jurisdictions. Our business, financial condition or
results of operations could be materially and adversely affected by any of these risks. The
trading price of our H Shares could decline due to any of these risks, and you may lose all or
part of your investment.

There are certain risks involved in our operations and many of these risks are
beyond our control. These risks can be characterised as: (i) risks relating to our business
and industry; (ii) risks relating to the PRC; and (iii) risks relating to the Global Offering.
Additional risks and uncertainties not presently known to us, or not expressed or implied
below, or that we deem immaterial, could also harm our business, financial condition and
results of operations.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY
Risks relating to our distributorship model

We sell our products primarily through distributors. If we are unable to maintain our
relationships with our distributors, our business will be adversely affected.

Our sales model relies mainly on sales to distributors during the Track Record
Period. For the three years ended 31 December 2013 and the nine months ended 30
September 2014, our revenue derived from sales to domestic and overseas distributors
accounted for approximately 88.7%, 85.2%, 83.0% and 78.9% of revenue respectively and
we estimate that we will continue to rely on our distributors for revenue growth. The term
of our distribution agreements is generally one year to three years and we do not enter
into long-term distribution agreements with distributors. When our existing distribution
agreements expire, we may not be able to renew such distribution agreements with our
preferred distributors on the same or acceptable terms.

In the event that a majority of our distributors reduce their purchase orders they
place with us or terminate their business relationship with us or our Company has
difficulties in establishing relationships with new distributors, our sales will be adversely
affected, which will in turn affect the growth of our revenue.

In addition, we have to compete for distributors with other medical devices
manufacturers and importers. Compared with us, they may have better brand recognition
and financial resources, and a broader product selection than us. Our competitors may
enter into exclusive distribution agreements which restrict their distributors from selling
our products. Consequently, maintaining relationship with existing distributors and
replacing distributors may be difficult and time consuming. Any disruption of our
distribution network, including our failure to renew our existing distribution agreements
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with our preferred distributors, could negatively affect our ability to sell our products
effectively and would materially and adversely affect our business, financial conditions
and result of operations.

We have limited control over the operations of distributors and sub-distributors.

We rely on distribution agreements to ensure that our distributors adhere to our
policies. There is no assurance, however, that our distributors will comply with our
policies at all times. In the event that any non-compliance occurs, we may not be able to
effectively manage our distribution network or maintain our brand image. Moreover, if
any of our distributors fails to adhere to its contractual obligation to distribute our
products within the designated territories or fails to comply with our policies or sell
products that compete with our products, our brand image, business, financial condition,
results of operations and prospects could be materially and adversely affected. Any
deviation by our distributors to the distribution agreements could result in the erosion of
goodwill, a decrease in the market value of our brand and an unfavorable public
perception about the quality of our products, thus resulting in a material and adverse
effect on our business, financial condition, results of operation and prospects.

In addition, some of our distributors would on-sell our products to the
sub-distributors engaged by them. As we do not have any contractual relationship with
the sub-distributors engaged by our distributors, we rely on our distributors to monitor
and control their sales practices. As a result, our control on the sub-distributors is limited.
In particular, we require our distributors to sell our products within a geographical
territory designated by us. However, we cannot give assurance that our geographical
restriction will be followed by the customers or sub-distributors of our distributors, or
that we will be able to identify and correct all the practices detrimental to our business of
such sub-distributors in a timely manner, or at all, which may subsequently adversely
affect the sales of our products.

Increasing bargaining power of our distributors may lead to a longer settlement period of
accounts receivable.

A substantial portion of our accounts receivable at any given time typically
represent amounts due from our distributors. Consequently, our cash flows depend on
timely receipt of payments from distributors. During the Track Record Period, the
debtors’ turnover days as at 31 December 2011, 2012, 2013 and as at 30 September 2014 was
109 days, 102 days, 106 days and 131 days, respectively. Increasing bargaining power of
our distributors may lead to a longer settlement period of accounts receivable which may
in turn adversely affect our liquidity position and financial condition.

We may be required to relocate from the Tongzhou First Production Base.

Since 2008, our Company has leased the Tongzhou First Production Base and on 30
April 2013, the parties have renewed the lease term until 30 April 2018. As at the Latest
Practicable Date, no collectively-owned construction land use right certificate and
building ownership certificate have been obtained in respect of the land and the buildings
on which the Tongzhou First Production Base is erected. As a result, we are unable to
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guarantee that our Company could continue to lease the relevant properties and may be
required to relocate. If our Company is required to relocate, our business operations may
be affected. Any discontinuance or delay in the production may affect our ability to
produce sufficient amount of inventory, our Company may be required to incur additional
expenses to ensure sufficient amount of inventory. Any of the above circumstances may
materially and adversely affect our reputation, business, financial condition and results of
operation. Please refer to the section headed “Business — Land and Properties” in this
prospectus for the details of the status of the land where our Tongzhou First Production
Base is located. In the event that we shall relocate from the Tongzhou First Production
Base, our Directors estimate that the maximum estimated loss of revenue due to the
relocation of our remaining production facilities in the Tongzhou First Production Base
would be less than approximately RMB0.1 million. We expect that the relocation of our
remaining production facilities in the Tongzhou First Production Base, to the Tongzhou
Second Production Base could be completed in around three days. In addition, we
estimate other relocation expenses including transportation and labour costs would be
less than approximately RMBO0.1 million.

We might not be able to increase our production capacity in a timely or cost-efficient
manner in response to any increase in demand of our products before phase I of the
Daxing New Production Base commences operation in October 2017.

For the nine months ended 30 September 2014, the Tongzhou First Production Base
almost reached full utilisation and the utilisation rate of our production facilities for
standard joint prosthesis products, custom joint prosthesis products and spinal products
were approximately 98.9%, 96.2% and 98.9% respectively. Before the phase I of Daxing
New Production Base commences operation in around October 2017, our ability to
increase production capacity is limited, which could render us unable to satisfy our
customers’ increasing demand for our products. Moreover, we might not be able to
complete expansion in time to take advantage of rising demand for our products. As an
interim and contingent measure, we may increase the number of shifts or number of
working hours per shift to increase our production capacity. We may also purchase new
production equipment and machinery and hire workers with requisite skills to operate
them which would increase our costs and narrow our operating margins. But we cannot
assure you that we could increase our production capacity in a timely and cost-efficient
manner. If we are unable to increase our production capacity effectively in a timely
manner or at all to meet growing demand in end-users’ markets for our products, we may
lose our customers and our reputation may be damaged, which could adversely affect our
sales, profit margin, other financial results and growth prospects.

Our expansion plans could increase our depreciation charges significantly which could
adversely affect our financial performance.

We are constructing the Daxing New Production Base. The construction of the phase
I and phase II of Daxing New Production Base is expected to be completed in around
December 2016 and December 2018, respectively. The total investment cost of the Daxing
New Production Base is approximately RMB510.3 million. We expect that the expansion
plan will increase our depreciation charges significantly as a result of our investment in
land, building, machinery and equipment. Based on the estimated investment costs (for
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details, please refer to the section headed “Business — Business Strategies — Expansion of
our production facilities and strategic relocation — Expansion plan and increase of
production capacity” in this prospectus), we expect that our annual depreciation charges
will be high upon the operation of the Daxing New Production Base. As such, our financial
conditions in future would be adversely affected by the significant increase in
depreciation charges caused by our expansion plan.

Our expansion plan may not be as successful as we have planned.

Upon the completion of the construction of phases I and II of the Daxing New
Production Base mentioned in the section headed “Business — Business Strategies and
Future Plans — Expansion of our production facilities and strategic relocation —
Expansion plan and increase of production capacity” in this prospectus, it is expected that
full operation will be commenced in around October 2019 and the total annual production
capacity of our Company is expected to increase significantly. Nevertheless, any material
and adverse changes to the market environment, technologies, relevant policies during
the implementation of projects or estimation deviations may prevent us from utilising the
additional production capacity.

Our expansion plans may involve the following risks:

o Our actual production volume may vary depending on the demand and sales
orders 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 sales orders 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 over-capacity.

° In addition, we expect to incur increased cost, such as direct labour costs (as a
result of additional production and research and development staff) and
depreciation charges as described in the subsection headed “Our expansion
plans could increase our depreciation charges significantly which could
adversely affect our financial performance” above.

o We cannot assure 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 our business, financial condition and results of
operations.

Failure to manage our inventory turnover may materially and adversely affect our
business, results of operations and financial condition.

Our average inventory turnover days were 394 days, 248 days, 256 days and 299

days as at 31 December 2011, 2012, 2013 and as at 30 September 2014, respectively. Due to
the fact that our Company has a portfolio of products, our Company needs to maintain
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certain level of inventories. The downward trend of the inventory turnover days in 2012
was due to the increase in the cost of sales exceeded the increase in the inventory level. If
we fail to manage our inventory turnover effectively, our inventories may become
obsolete or we may experience a shortage in inventories, either of which may materially
and adversely affect our business, results of operations and financial conditions.

Any failure by our top customers or distributors to make contracted payments to us or
any disputes over, or significant delays in receiving, such payments could materially
and adversely affect our cash flows and profitability.

We grant credit periods and/or credit limits to some of our distributors based on
their payment history, business performance and/or market position. The average
turnover days for our accounts receivable were 109 days, 102 days, 106 days and 131 days
as at 31 December 2011, 2012, 2013 and as at 30 September 2014, respectively. A significant
portion of our accounts receivables is derived from sales to a limited number of
customers. Our top five accounts receivable accounted for approximately 19.5%, 28.0%,
32.6% and 33.9% of our total accounts receivable as at 31 December 2011, 2012, 2013 and as
at 30 September 2014, respectively. Any failure by our customers or distributors to pay us
our contracted price, or any disputes over or significant delays in receiving such
payments from our customers or distributors could require us to increase provisions made
against our accounts receivable, either of which could adversely affect our cash flows and
profitability.

We may experience failure in the research and development of our new products.

We are dedicated in the research and development of new products, such as ceramic
hip joint prosthesis products. We have not launched such new products to the market.
New products are exposed to technical risks in the course of research and development,
including the inability to yield any meaningful research and development results, because
of misjudgement on the industry trend or setbacks during trial production or testing
processes or divergence in terms of design and quality during the mass production of new
products. These technical risks may render new products unsuccessful and we may fail to
recover the costs of research and development under such circumstances. After launching
new products, we may also have to cope with the risks of low market acceptance and
marketability. If the costs of research and development of these new products exceeds the
monetary returns brought by the new products, our business, financial condition and
results of operations may be materially and adversely affected.

Our failure or inability to obtain, retain and renew the required governmental
approvals, permits registrations and licenses could materially and adversely affect our
business, financial condition and results of operation.

Medical device industry is strictly regulated in the PRC and our operations are
governed by various local, regional and national regulatory regimes, including licensing
and certification requirements in terms of production, quality management and safety
standards, and environmental protection. We cannot assure you that the legal framework,
licensing and certification requirements and enforcement trends in the medical device
industry will not change, or that we will be successful in responding to such changes. Such
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changes may result in an increase in costs of compliance, which would adversely affect
our business, financial condition and results of operations.

CFDA has formulated a stringent continuing supervisory and management system
in respect of the production of medical device products. Enterprises engaging in the
production of medical devices are required to obtain “Medical device production
enterprises license” (&M% M/EE R ¥R #) and “Medical device registration
certificate” (& stk #) before commencing production and operation. Our
Company needs to obtain “Class Il medical device registration certificate” (1T} & 5 B
#E %) and “Class I medical device registration certificate” (I1% &8 Wi zE it 7%) for our
core products. The certificates and approval above are subject to a limited period and
upon the expiry of such period, the regulatory authority shall reassess the companies to
which it has granted licenses. As of the Latest Practicable Date, our Company had
obtained the approvals, permits, registrations and licenses required for our production
and operation.

Moreover, the criteria for reassessments may be reviewed and changed from time to
time and the assessment standards can be increasingly stringent. We cannot assure you
that we may successfully obtain such permits, licenses or certifications. In the event that,
under any circumstances, we fail to obtain and maintain all of the licenses, permits and
certifications required for business operations, our business, financial condition and
results of operations may be materially and adversely affected. Please refer to the section
headed “Regulatory Overview” in this prospectus for the consequences of failing the
relevant regulatory requirements.

If we fail to win biddings during statutory tender process, fail to secure orders from
hospitals or doctors no longer recommend our products, our business may be adversely
affected.

We participate in the tender of medical devices procured by hospitals and other
medical institutions to sell our products, which are the end-users through distributors or
direct sales. At present, all the products we sell directly to hospitals are custom joint
prosthesis products. We may fail to win the tender process if our prices are not
competitive, our medical devices fail to meet certain quality requirements or are less
clinically effective than competing products, our reputation is adversely affected by
unforeseeable events, our service quality or any other aspect of our operation fails to meet
the relevant requirements, or for other reasons. If we fail to win biddings from hospitals
through the tender process, we will not be able to sell our products to hospitals and our
business will be adversely impacted.

Recommendation from doctors plays an important role in the sales of our products.
Whether doctors accept our products depends on the preception of the medical
community as to the distinctiveness, perceived benefits, safety, clinical efficacy and
cost-effectiveness of our products as compared with that of our competitors. If doctors do
not recommend our products, our sales may decline and our business, financial condition
and results of operation may be materially and adversely affected.
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If we or our brand names fail to maintain a positive reputation, many aspects of our
business and our business prospects could be adversely affected.

We depend on our reputation, our brand name of “&3. Chunli” and trademarks

such as “¢ )", "B I1" and “k.gka¢” in many aspects of our business, including:

. to gain access to, and for our products to be perceived favourably by, the
hospitals and doctors that drive demand for joint prosthesis products and

spinal products in the PRC;

. to effectively work with the authorities that regulate various aspects of our
business;

. to gain the trust of patients of our products;

. to competitively position ourselves in the centralised tender processes

required for our pharmaceutical products to be sold to public hospitals and
medical institutions in the PRC;

. to attract employees, distributors, third party promoters, to work with us; and
. to increase market share of our products through brand recognition.
However, there can be no assurances that we will be able to maintain a positive

reputation, brand names or trademarks. Our reputation, brand names and trademarks

may be adversely affected by a number of factors, many of which are outside our control,

including:

. adverse associations with our products, including with respect to their
efficacy or side effects;

. the effects of counterfeit products purporting to be our products;

. lawsuits and regulatory investigations against us or otherwise relating to our
products or industry;

. improper or illegal conduct by our employees and distributors promoters,
whether or not authorised by us; and

. adverse publicity that is associated with us, our products or our industry,

whether founded or unfounded.
If we or our brand names fail to maintain a positive reputation as a result of these or

other factors, our products may perceived unfavourably by hospitals, doctors, patients,
and distributors, and our business and business prospects could be adversely affected.
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Third parties may infringe upon our intellectual property rights and other forms of
protection under the PRC law.

Our success depends, to a large extent, upon obtaining and maintaining intellectual
property rights and other forms of protection afforded to our products and services under
the PRC laws, and defending these rights against third-party infringement. Our
competitors may independently develop proprietary technology similar to ours,
introduce counterfeits of our products, misappropriate our proprietary information or
processes, infringe our patents, brand names and trademarks, or produce similar products
that do not infringe on our patents or successfully challenge our patents. Our efforts to
defend our patents, trademarks and other intellectual property rights against competitors
or other violating entities may be unsuccessful and we may be unable to identify any
unauthorised use of our patents, trademarks and other intellectual property rights and
may not be afforded adequate remedies for such infringement. In particular, in the event
that our registered patents and our applications do not adequately provide coverage of
our products, we would not be able to prevent others from developing or commercialising
these products.

In addition, we rely on laws and regulations to protect our trade secrets. Measures
for prevention of disclosure of core technology secrets are set out in the two sections
headed “Business — Intellectual Property” and “Business — Employees”.

In the event that any misappropriation or infringement of our intellectual property
occurs in the future, we may need to protect our intellectual property or other proprietary
rights through litigation or other forms of legal proceedings rights. These legal
proceedings may divert our management’s attention from our business operations and
possibly result in significant legal costs, and the outcome of such legal proceedings is
uncertain. In addition, infringement of our intellectual property rights may impair the
market value and share of our products, damage our reputation and adversely affect our
business, financial condition and results of operations.

If third parties claim that we infringe their intellectual property rights, we may incur
liabilities and financial penalties and may have to redesign or discontinue selling any
affected products.

The medical device industry is litigious with respect to patents and other
intellectual property rights. Companies operating in our industry routinely seek patent
protection for their product designs, and many of our principal competitors have
comprehensive patent portfolios. Companies in the medical device industry use
intellectual property litigations to gain a competitive advantage. Whether a product
infringes a patent involves analysis of complex legal and factual issues, the determination
of which is often uncertain. We face the risk of claims that we have infringed third parties’
intellectual property rights in the countries where we operate, especially in the PRC,
which could result in litigation against us. Our competitors may also have filed for patent
protection before we made our application which is not yet a matter of public knowledge
or claim trademark rights that have not been revealed through our searches of relevant
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public records. Our efforts to identify and avoid infringing third parties’ intellectual
property rights may not always be successful. Any claims of patent or other intellectual
property infringements, even without merit, could:

. be expensive and time consuming to defend;
. result in us being required to pay significant damages to third parties;
. cause us to cease making or selling products that incorporate the challenged

intellectual property;
. require us to redesign, reengineer or rebrand our products, if feasible;

. require us to enter into licensing agreements in order to obtain the right to use
a third party’s intellectual property, which agreements may not be available
on terms acceptable to us or at all;

. divert the attention of our management; or

. result in hospitals and surgeons terminating, deferring or limiting their
purchase of the affected products until resolution of the litigation.

Aspects of the impending healthcare reform in China may adversely affect our
business. If the PRC Government decides to exert greater price control on our products,
our business, profitability, results of operations and prospects would be materially and
adversely affected.

The PRC Government has approved in principle a healthcare reform plan to address
the burden on healthcare services, the rural healthcare system and healthcare service
quality in China. The healthcare reform covers various sectors of medical services,
including the use of implantable medical devices. In 2008 and 2009, the PRC Government
announced a series of healthcare reform plans, the goal of which was to establish a
universal healthcare framework and to ensure that basic healthcare services are accessible
to Chinese nationals. As part of this trend, the MOH has increased its involvement in the
administration of the tendering processes used by hospitals for selecting their suppliers
for medical devices and their procurement price.

In the Implementation Plan for the Recent Priorities of the Health Care System
Reform (2009-2011) (& #ef A= #8 il i 4 4 1A 5 5 B0 77 58 (2009-2011)), issued by the State
Council on 18 March 2009, where the PRC Government proposed to regulate the use of
implantable medical devices by public hospitals. In addition, the Opinion on the Reform
of Pharmaceuticals and Healthcare Service Pricing Structures (I 4E fit 1 5 55 i 15 8 4% &
B ] (1 & i) jointly issued on 9 November 2009 by the NDRC, the MOH and the Ministry
of Human Resources and Social Security, aims at regulating the price of implantable
medical devices by restricting the margins in distribution channels and publishing market
price data.
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Although no detailed policies or rules have been issued by the NDRC or other PRC
Government authorities to date and we are unable to forecast the changes on the policies
of prices management and control in the medical field adopted by the Chinese
Government in the future, the PRC Government may announce further steps towards the
regulation of implantable medical devices or implement the proposals described above. In
such circumstances, we may incur additional expenses or costs to comply with the new
requirements. Moreover, due to decreased distributor margins and we may be subject to
significant pricing pressure on our products as well as pressure on our gross margin, our
business, profitability, results of operations and prospects being materially and adversely
affected. If we fail to comply with the proposed new requirements when they become
effective, we may be subject to confiscation of illegal gains and a fine up to the amount
equal to five times the illegal income (or up to RMB2 million, if no illegal income is
generated) and, under severe cases, suspension of operations for rectification and for
those who seek excessive profits through violating pricing laws and regulations,
revocation of their business licenses by the industry and commerce administration
authorities. All of these events could materially and adversely affect our business,
financial condition, results of operations and prospects.

If the PRC Government, public insurers or third-party payers do not provide sufficient
coverage and reimbursement for the use of our products, our revenue and growth
prospects could be adversely affected.

Sales of medical devices, in particular our orthopedic implant products, largely
depend on the availability of adequate reimbursement from the PRC Government, public
insurers or third-party payers. Our joint prosthesis products and spinal products are
categorised as medical materials by the basic medical insurance scheme where part of
their fees are covered by medical insurance. In 2012, approximately 30% of total health
expenditures in China were sourced from direct payments by the PRC Government,
according to the Euromonitor Report. Surgeons and patients generally rely on these
sources to reimburse all or part of the costs and fees associated with the use of the medical
devices and operations performed to implant these devices. Surgeons and patients are
unlikely to use certain medical devices if they do not receive adequate reimbursement to
cover the associated costs.

Furthermore, there have been and may continue to be proposals by legislators and
regulators and third-party payers to contain medical costs. Legislators, regulators and
third-party payers may attempt to control costs by authorising fewer elective surgical
procedures or by requiring the use of least expensive devices possible. These cost-control
methods also potentially limit the amount which third-party payers may be willing to pay
for medical devices. The continuing efforts of third-party payers, whether governmental
or commercial, whether inside or outside China, to contain or reduce these costs,
combined with closer scrutiny of such costs, could restrict our customers’ ability to obtain
adequate coverage and reimbursement from these third-party payers. The cost
containment measures in China could harm our business by adversely affecting the
demand for our products or the price at which we can sell our products.

If national or provincial authorities in China decide to reduce the coverage or
reimbursement levels for use of our products, patients may opt for or be forced to resort to
other products, and this will materially and adversely affect our revenue and growth
prospects.
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If we are unable to obtain adequate supplies of the required materials that meet our
production standards at acceptable costs, our ability to deliver products with the
required quality at the required time could be affected, which could materially and
adversely affect our business, financial condition and results of operations.

The main raw materials of our existing products include titanium alloy, forged
titanium alloy, casted Co-Cr-Mo alloy and medical-grade ultra-high molecular weight
polyethylene materials. The purchases from our top five suppliers accounted for a
relatively high proportion of our total purchases, representing approximately 56.5%,
60.3%, 62.1% and 59.6% for the three years ended 31 December 2013 and the nine months
ended 30 September 2014 respectively. The source of our main raw materials is fairly
concentrated because under its present production capacities, it is beneficial for our
Company to save procurement costs through bulk purchases from a limited number of
suppliers and it is favourable for our Company to maintain stable control over the quality
of raw materials by buying from concentrated and stable upper stream suppliers, in
consideration of the strict requirements in the medical device industry towards the
product safety. Any negative changes to the supplies of raw materials as provided by the
abovementioned suppliers will affect our production and operations to a certain extent.

If we are unable to secure long-term contracts with such suppliers to fix the prices of
raw materials, when there is a significant increase in the prices of any of the main raw
materials and we otherwise fail to pass on such increase in costs to our customers, the
profitability of our business may be affected adversely. We generally enter into supply
agreements with our suppliers for a term of one year to two years. We cannot ensure that
the existing suppliers will continue their long-term cooperation with us and supply raw
materials we need on such price and terms and conditions acceptable by us. The supplies
and market price of the raw materials may be subject to various factors that are beyond
our control. We may also be unable to acquire alternative sources of supply in a timely and
cost-effective manner. If the supply of raw materials is interrupted or we fail to acquire
raw materials of required quality, our business, financial condition and results of
operations may be affected adversely.

We may be responsible for issues arising from product recall or product quality.

We are required to implant our products in human bodies through various
procedures such as joint replacement surgery or vertebral fixation surgery. Failed surgery
as a result of substandard product quality may incur product liability claims from patients
against the manufacturers who produce the product in question, which may adversely
affect our ordinary course of production and operation.

As we continue to expand our scale of operation in the future, should there be any
inadvertence in our quality management or otherwise resulting in product quality issues
or it is proved to be unsafe, defective or polluted, it will affect surgeons” and patients’
selection of our products and prejudice the brand name and reputation of our Company.
In the event that the use or misuse of any product manufactured by us results in personal
injury or death, product liability and/or indemnity claims may be brought against us. We
may be subject to product recalls, and the relevant regulatory authorities in the PRC may
suspend or close down some of our related operations and take other administrative
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actions against us. In addition, as medical device manufacturers are responsible for all
consequences arising from clinical trials of their new products in China, we could be
subject to claims and expenses arising from any professional malpractice of medical
practitioners or researchers with whom we contract for clinical trials. We may also be held
responsible for professional malpractice by medical practitioners or researchers with
whom we contract for clinical trials in other countries.

As such, our Company is subject to potential operation risks arising from product
quality issues. We cannot assure you that no product quality claims will be brought
against us. We do not maintain any product liability insurance for products sold to
overseas. Please see section headed “Business — Insurance” in this prospectus for details
of the scope of our product liability insurance coverage for our products sold in China. If
any of our products is alleged to be defective, we may experience reduced sales of the
products manufactured or distributed by us and may have to recall our products from the
market. Any claims against us in respect of quality issues, regardless of their merits,
would materially and adversely affect our reputation and divert the time, resources and
attention of our management. If any of such claims is successful, we may incur monetary
liabilities, which will adversely affect our reputation, and in turn materially and
adversely affect our business, financial condition and results of operations.

We may be liable to the delay in product delivery.

We typically rely on logistics service companies to deliver our products and the
transportation fees are generally borne by our Company. Transportation process may be
interrupted due to the reasons beyond our control, including weather, political unrest,
social instability and strikes, which may lead to delays in the course of transportation.
Where there are delays in the course of transportation, our Company shall be responsible
for such delays. Therefore, we may be subject to claims associated with such delays,
regardless of their merits, that may materially and adversely affect our reputation and
divert the time, resources and attention of our management. If any of such claims is
successful, we may incur monetary liabilities, which will materially and adversely affect
our reputation, business, financial condition and results of operations.

The preferential tax treatment for high and new technology enterprise we are currently
entitled to may be discontinued due to the assessment conducted by the government.

On 12 June 2009, our Company obtained the “High and New Technology Enterprise
Certificate” (#i#TH 1l 3£ &) issued by Beijing Municipal Science and Technology
Commission (Jtat iR H1i1Z B &), Beijing Municipal Finance Bureau (b5t BABUR)),
Beijing Municipal Office, State Administration of Taxation (Jt 50 17 [ Z B % J5) and Beijing
Local Taxation Bureau (L5011 77 Bi%5)m)). As a result of the obtaining of the “High and
New Technology Enterprise Certificate”, our Company is subject to enterprise income tax
at a tax rate of 15% from 2009 to 2011.

Our Company passed the reassessment on 30 October 2012 and obtained the
renewed “High and New Technology Enterprise Certificate”, with a term of three years.
As such, we are subject to enterprise income tax at a tax rate of 15% from 2012 to 2014.
However, failure to maintain our qualification as high and new technology enterprise may
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prevent us from benefiting from the relevant enterprise preferential income tax policies
and we shall be subject to the normal enterprise income tax at a rate of 25%, which may
adversely affect our net profit. For the three years ended 31 December 2013 and the nine
months ended 30 September 2014, our Company recorded tax credit of RMB3.5 million,
RMB3.7 million, RMB3.8 million and RMB2.6 million in respect of the high and new
enterprise preferential income tax treatment, representing approximately 9.9%, 9.9%, 9.9%
and 9.9% of our total profit before tax.

We may not be able to launch new products and services that meet evolving market
demands.

The medical device industry is characterised by rapid development in science and
technology and continuous emergence of new diseases. Our future success depends on
our ability to launch new products and services that meet evolving market demands, in
particular, new medical devices that are effective in treating and/or diagnosing new
diseases and illnesses. We cannot assure you that we will be able to respond to emerging
trends by improving our product portfolio and services in a timely manner.

The preferences and purchasing patterns of our customers with regard to medical
devices can change rapidly. Our success depends on our ability to anticipate product and
service offering lead-time and demand, identify customer preferences and adapt our
products and services to these preferences. We cannot assure you that we will be able to
sufficiently and promptly respond to changes in customer preferences and purchasing
patterns, sales trends and other market conditions in the future to make corresponding
adjustments to our research and development plans, production scale and schedule,
product portfolio, service offerings and inventory level, and failing which may have a
material and adverse effect on our business, financial condition, results of operations and
profitability.

Our employees, our distributors or sub-distributors could engage in bribery or corrupt
practices or other improper conduct that could harm our reputation and business.

In each of our business segments, we are subject to the current PRC laws and
regulations. We are subject to risks in relation to actions taken by us or our employees, our
distributors or sub-distributors that constitute violations of the PRC anti-bribery,
anti-corruption and other related laws. Our failure to comply with such laws, or
effectively manage our employees, our distributors or sub-distributors in this regard,
could have material and adverse effects on our reputation, results of operations and
business prospects.

In the medical devices industry, corrupt practices include, among others, acceptance
of kickbacks, bribes or other illegal gains or benefits by distributors. The government
authorities may seize the products involved in the illegal or improper conduct by our
staffs or by us, and suspend our operations. Any consequences resulting from corrupt
practices by us, our employees, our distributors or sub-distributors could materially and
adversely affect our business, financial condition and results of operations. The
interpretation of the PRC laws and regulations by the PRC regulatory authorities or the
courts may differ from ours and such regulatory authorities may even adopt additional
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anti-corruption laws and regulations and we may need to make changes to our operations,
which may increase our operation costs. Our reputation, results of operations and
business prospects could be adversely affected if we become the target of any negative
publicity as a result of actions taken by us or our employees, our distributors or

sub-distributors.
We are subject to risks associated with our international businesses.

Part of our revenue is derived from international sales as we export our products to
countries such as Korea, Turkey and Egypt, through overseas distributors or by way of
ODM and OEM arrangement, and our international sales accounted for approximately
4.0%, 10.5%, 12.1% and 14.3% of our total revenue during the three years ended 31
December 2013 and the nine months ended 30 September 2014 respectively.

We aim to expand our international operations and we will continue our
international sales. As a result, we are subject to a variety of risks and uncertainties

associated with international operations and sales, including:

. compliance with foreign laws, regulatory requirements and local industry

standards, in particular, those related to medical devices;

. exposure to increased litigation risks outside China;

. political and economic instabilities;

. foreign exchange rate exposure;

. unfamiliarity with local operating and market conditions;

. cultural and language difficulties;

. competition from local companies;

. foreign taxes;

. stringent environment, safety and labour standards; and

. potential disputes with foreign partners and difficulty in managing

relationships with foreign customers.

Any of the foregoing and other risks and uncertainties could adversely affect our
international operations and result in reduced revenue from our international operations
and sales, which in turn could adversely affect our financial condition and results of

operations.
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Substantially all of our medical devices are required to undergo a clinical trial process
before they can be introduced into the market for commercial sale. The process is
expensive, lengthy and uncertain.

Generally, we are required to provide the regulatory authorities with clinical data
which demonstrates the safety and effectiveness of our medical devices in order to obtain
approval for their commercial sale. The clinical trial process, which involves preclinical
testing and clinical trials, may take several years to complete and the outcome of such
process is uncertain.

Product testing may fail at any stage of the clinical trial. Success in preclinical
testing and early clinical trial does not necessarily entail subsequent clinical trials and
interim results of trials may not predict final results accurately. It is not unusual for
companies to suffer significant setbacks in advanced clinical trials, even after receiving
promising results in earlier trials. Preclinical and clinical data can be interpreted in
different ways, which could delay, limit or prevent further testing or regulatory approval.

Further, the duration of a clinical trial generally varies substantially with the type,
complexity, novelty and intended use of the product. Clinical trials may be delayed or
need to be repeated for various reasons, such as negative or inconclusive results. Our
clinical trials may be suspended at any time if we or the regulatory authorities believe the
patients participating in our studies are exposed to unacceptable health risks.

We do not know whether planned clinical trials will begin on time or whether any of
our clinical trials will be completed on schedule, or at all. Our product development costs
would likely increase if we encounter delays in testing or obtaining approvals or if we
need to perform more or a larger scale of clinical trials than planned. If the delays are
significant, the commercial prospects for some of our medical device products will be
harmed, which will adversely affect the results of operations in our business. Our
business may also be adversely affected if the product under development fails to achieve
approval for commercial sale after we have invested significant time and costs in the
clinical trial process.

Our ceramic hip joint prosthesis products rely on third parties for the supply of raw
materials.

We are currently developing a new product, namely ceramic hip joint prosthesis
products and we procure certain components of ceramic hip joint prosthesis, namely
ceramic femoral heads and lining from a globally renowned ceramics manufacturer (the
“Ceramics Manufacturer”), which is an Independent Third Party. Please refer to the
section headed “Business — Research and Development — On-going research and
development project — Development of ceramic hip joint prosthesis products” in this
prospectus for further details.

We cannot assure you that we can maintain long-term relationship with the
Ceramics Manufacturer. Our inability to maintain such relationship could limit the launch
of ceramic hip joint prosthesis products. We cannot assure you that we can find alternative
manufacturers.
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If the Ceramics Manufacturer fails to perform its obligations under the relevant
agreements between us or fail to meet regulatory standards, the materials supply of the
relevant products may be delayed or prematurely terminated. Moreover, the Ceramics
Manufacturer may gain access to our patents, trademarks, know-how, trade secrets and/or
other intellectual properties through collaboration with us. We cannot assure you that the
Ceramics Manufacturer will not knowingly or unknowingly misuse, infringe or violate
our intellectual properties to their advantage and that the relevant agreements can offer us
meaningful protection against such misuse, infringement or violation. The Ceramics
Manufacturer could also pursue alternative technologies as a means of developing or
marketing products that compete with us.

We may not be able to secure additional funds in the future to fund our operations or
expansion plans.

Our expansion plan may be altered due to any changes in circumstances, the
development of our business, unforeseen contingencies or new opportunities. If our
expansion plan changes, additional external debt or equity financing may be needed. If we
are unable to obtain such funding at all or on acceptable terms, we may not be able to
expand our business and our operations will be adversely affected. Our ability to such
funding depends on various factors, some of which are beyond our control, such as
government approval, then prevailing condition of the capital market, credit availability,
interest rates and the performance of our business. If we are unable to obtain additional
funding in a timely manner on terms that are satisfactory to us, our business, results of
operations and expansion plan may be materially and adversely affected.

Our success and business operations are largely dependent on our senior management
team and our ability to attract and retain talented personnel.

Our success depends on the continued service of our senior management team, as
identified in the section headed “Directors, Supervisors and Senior Management” in this
prospectus. The expertise, industry experience and contributions of our executive
Directors and other members of our senior management are crucial to our success. For
example, our executive directors, Mr. Shi and Ms. Yue, both have more than 20 years of
working and operation experiences in the joint prosthesis industry.

We will need more experienced and competent executives and other senior
management personnel in the future to implement our business strategies and growth
plans. If we lose any of our key management members, including any of our Directors and
senior officers, and are unable to recruit and retain replacement personnel with equivalent
qualifications or talents in a timely manner, the growth of our business could be adversely
affected.

Our success also depends on our ability to attract and retain qualified and skilled
managerial, technical, research and development, sales and marketing, healthcare service
and other personnel. Engineering, sales, marketing and clinical research personnel with
experience in the medical device industry in the PRC are scarce. We cannot assure you that
we will be able to attract, hire and retain sufficient numbers of qualified and skilled
personnel to continue to develop and expand our business. Our Company also cannot
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guarantee that the shortage of qualified and skilled personnel will not increase its staff
costs as the competition for these individuals could cause us to offer higher compensation
and other benefits in order to attract and retain them and consequently materially and
adversely affect our financial condition and results of operations. If we are not able to
recruit and retain sufficient skilled personnel, our business and growth may be severely
disrupted.

Furthermore, as our Company expects to expand its operations and develop new
products, it will need to continue attracting and retaining experienced management and
key personnel. Competition for personnel in the medical device manufacturing industry is
intense, and the availability of suitable and qualified candidates in the PRC is limited. Our
Company competes for such personnel with other medical device companies, academic
institutions, government entities and other organisations, and such competition will
intensify as the medical device industry in the PRC grows. Our Company may be unable
to attract or retain the personnel required to achieve its business objectives and failure to
do so could materially and adversely impact its competitiveness, business, financial
condition and results of operations.

We are subject to risks relating to the operation of our production facilities.

Our production facilities face the risk of operational breakdowns caused by
accidents occurring during the production process, including but not limited to faulty
construction and operator error. Any interruption in, or prolonged suspension of any part
of production at, or any damage to or destruction of, any of our production facilities
arising from unexpected or catastrophic events or otherwise may prevent us from
supplying products to our customers, which in turn may result in a material adverse effect
on our results of operations and financial condition. In addition, the amount of inventory
we maintain is limited and there can be no assurance that any level of inventory we
maintain will be sufficient to continue to supply our customers in the event of unforeseen
interruptions to production. There is also a risk of injury or damage to persons, the
property of others or the environment, which in turn could lead to considerable financial
costs and may also have legal consequences. Consequently, our business, prospects,
financial condition and results of operations may be materially and adversely affected. In
addition, any interruption or suspension of production or failure to supply our products
to our customers in a timely manner may result in breach of contract and loss of sales, as
well as expose us to liability and the requirement to pay compensation under the relevant
agreements, lawsuits and damages to our reputation, which could have a material and
adverse effect on our business, financial condition and results of operations.

Our historical dividends may not be indicative of our future dividend policy.

We distributed RMB2.0 million, RMB12.0 million and RMB20.0 million dividends
for the three years ended 31 December 2013, respectively. In May 2014, we distributed the
final dividend for the year ended 31 December 2013 to the Shareholders of our Company
of RMB11.0 million. However, we cannot guarantee whether and when any dividends will
be paid in the future, and the amount of dividends that we may have declared in the past
is not indicative of our future profit or the amount of dividends that we may pay in the
future. For further information on our dividend policy after completion of the Global
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Offering, please see the section headed “Financial Information — Dividend Policy” in this
prospectus. The policy on declaration, payment and the amount of any future dividends
to be made are at the discretion of the Board and will depend upon the general business
conditions and strategies, our financial results and capital requirements, our
Shareholders’ interests, taxation considerations, possible effects on our creditworthiness,
statutory and regulatory restrictions and other factors that the Board may deem relevant.
Our dividend distribution policies are also subject to approval of our Shareholders.

Our Controlling Shareholders have substantial influence over our Company and their
interests may not be aligned with the interests of other Shareholders.

Our Controlling Shareholders have substantial influence over our business,
including matters relating to our management and policies and decisions regarding
mergers, expansion plans, business consolidation, the sale of all or substantially all of our
assets, election of directors and other significant corporate actions. Mr. Shi and Ms. Yue
are husband and wife, and are the Controlling Shareholders of our Company. Immediately
upon completion of the Global Offering and assuming the Over-allotment Option is not
exercised, Mr. Shi and Ms. Yue will hold in aggregate approximately 64.5% of the issued
share capital of our Company and remain the Controlling Shareholders of our Company.

The concentration of ownership interests may discourage, delay or prevent a change
in control of our Company, which could deprive other Shareholders of an opportunity to
receive a premium for their Shares as part of a sale of our Company and may reduce the
price of our Shares.

The interest of our Controlling Shareholders may differ from the interests of our
other Shareholders. Our Controlling Shareholders may exercise their substantial influence
over us to make us enter into, adopt or not to adopt other actions or make decisions which
may be in conflict with the best interests of other Shareholders.

RISKS RELATING TO THE PRC

Substantially all of our assets are located in the PRC and most of our revenue is sourced
from the PRC. Accordingly, our business, results of operations, financial condition and
prospects are to a significant degree subject to economic, political and legal
developments in the PRC.

Substantially all of our assets are currently located in the PRC. A substantial part of
our Company’s revenue is generated from products manufactured and sold in the PRC,
and our Company expects this situation to continue in the near future. As a result, our
Company’s business, financial condition, results of operations and future prospects are
and will continue to be subject to political, economic and legal developments in the PRC to
a significant degree. The PRC economy differs from the economies of most developed
countries in many respects, including the extent of government involvement, allocation of
resources, capital reinvestment, level of development, growth rate, and control of foreign
exchange.

Historically, the PRC economy was centrally-planned, with a series of economic
plans promulgated and implemented by the PRC Government. Since 1978, the PRC
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Government has been promoting economic and political reforms. The PRC has gradually
shifted from a planned economy toward a market-oriented economy. However, continued
governmental control of the economy may adversely affect our Company. Our Company
cannot guarantee that the PRC Government will continue to pursue economic reforms. A
variety of policies and measures that could be taken by the PRC Government to regulate
the economy, including the introduction of measures to control inflation, deflation, or
regulate economic growth, changes in the rates or methods of taxation, or the imposition
of additional restrictions on currency conversions and remittances abroad, could
materially and adversely affect our Company’s business, financial condition and results of
operations.

The outbreak of any severe contagious disease in the PRC, if uncontrolled, may
materially and adversely affect our financial condition, results of operations and future
growth.

The outbreak of any severe contagious disease in the PRC, if uncontrolled, could
have an adverse effect on the overall business sentiment and environment in the PRC,
which in turn may have an adverse impact on domestic consumption and, possibly, on the
overall GDP growth of the PRC. As a substantial portion of our revenue is derived from
our PRC operations, any contraction or slowdown in the growth of domestic consumption
or slowdown in the GDP growth of the PRC may materially and adversely affect our
financial condition, results of operations and future growth. The spread of any severe
contagious disease in the PRC may also affect the operations of our customers and
suppliers, which, again, may have a potentially adverse effect on our financial condition
and results of operations.

Changes in foreign exchange regulations and future movements in the exchange rate of
the Renminbi may adversely affect our financial condition and results of operations
and our ability to pay dividends.

Current foreign exchange regulations have reduced the PRC Government’s foreign
exchange control on routine transactions under the current account, including trade and
service-related foreign exchange transactions and payment of dividends. Under the
existing foreign exchange regulations in the PRC, following completion of the Global
Offering, we will be able to pay dividends in foreign currencies without prior approval
from the SAFE by complying with certain procedural requirements. However, we cannot
assure you that these foreign exchange policies regarding payment of dividends in foreign
currencies will continue in the future. In addition, foreign currency transactions under our
capital account, including principal payments in respect of foreign currency-denominated
obligations, continue to be subject to significant foreign exchange controls and require the
approval of the SAFE. These limitations could affect our ability to obtain foreign exchange
through debt or equity financing, or to obtain foreign exchange for capital expenditures.

We receive a certain amount of revenue in U.S. dollars in relation to our overseas
sales. For the three years ended 31 December 2013 and the nine months ended 30
September 2014, such amount of revenue accounted for approximately 4.0%, 10.5%, 12.1%
and 14.3% of our revenue. As a result, our operations are exposed to fluctuation in
exchange rates of the RMB against U.S. dollars. The value of Renminbi may fluctuate due

—48 —



RISK FACTORS

to a number of factors. There remains significant international pressure on the PRC
Government to adopt a more flexible currency policy, which could result in a further
appreciation of the RMB against the U.S. dollar. However, we cannot predict whether or
when any further reforms of the PRC’s exchange rate system will occur. Since our income
and profits are denominated in Renminbi, any appreciation of Renminbi will also increase
the value of, and any dividends payable on, our H Shares in foreign currency terms.
Conversely, any depreciation of Renminbi will decrease the value of, and any dividends
payable on, our H Shares in foreign currency terms. Since 2014, RMB has depreciated.
Therefore, RMB may not continue to appreciate in the future. The exchange rates of
against the U.S. dollars and other major currencies may change.

The PRC legal system is still evolving and has inherent uncertainties that could limit
the legal protections available to you.

As we are a company incorporated under PRC laws and substantially all of our
businesses are conducted in the PRC, our operations are principally governed by PRC
laws and regulations. The PRC legal system is based on written statutes, and prior court
decisions can only be cited as reference. Since 1979, the PRC Government has promulgated
laws and regulations in relation to economic matters such as foreign investment,
corporate organisation and governance, commerce, taxation and trade, with the aim of
developing a comprehensive system of commercial laws. However, because these laws
and regulations are still evolving, and because of their non-binding nature, the
interpretation of PRC laws and regulations still involves a degree of uncertainty.

Substantial amendments to the PRC Company Law and the PRC Securities Law
came into effect on 1 January 2006. The PRC Company Law was amended on 28 December
2013 and came into effect on 1 March 2014. The PRC Securities Law is under amendment.
As a result, the State Council and the CSRC may revise the Special Regulations and the
Mandatory Provisions and adopt new rules and regulations to implement and reflect the
amendments to the PRC Company Law and the PRC Securities Law. We cannot assure you
that any revision of the current rules and regulations or the adoption of new rules and
regulations by the State Council and the CSRC will not have a material adverse effect on
the rights of the holders of H Shares.

As a PRC company offering and listing its H Shares outside the PRC, we are subject
to the Special Regulations and the Mandatory Provisions. Upon the listing of our H Shares
on the Hong Kong Stock Exchange, the Listing Rules will become the principal basis for
the protection of the rights of the holders of H Shares. The Listing Rules impose particular
standards of conduct and disclosure on our Company, our Directors and the Controlling
Shareholders of our Company.

It may be difficult to effect service of process upon us or our Directors or executive
officers that reside in the PRC or to enforce against them or us in the PRC any
judgements obtained from non-PRC courts.

The legal framework to which our Company is subject is materially different from

the Hong Kong Companies Ordinance or corporate law in the United States and other
jurisdictions with respect to certain areas, including the protection of minority
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Shareholders. In addition, the mechanisms for enforcement of rights under the corporate
governance framework to which our Company is subject are also relatively undeveloped
and untested. Nevertheless, according to the PRC Company Law, Shareholders may
commence a derivative action against the directors, supervisors, officers or any third
party on behalf of a company under certain circumstances.

On 14 July 2006, the Supreme People’s Court of the PRC and the Government of
Hong Kong signed the Arrangement on Reciprocal Recognition and Enforcement of
Judgements in Civil and Commercial Matters by the Courts of the Mainland and of the
Hong Kong Special Administrative Region Pursuant to Choice of Court Agreements
between Parties Concerned ([ i A 1 B 75 J 45 P 47 B [ 325 B AH B 58 m] RO AT 3 = N foh ol ok
RS R A FIR 42 BE). Under such an arrangement, where any designated people’s
court in the PRC or any designated Hong Kong court has made an enforceable final
judgement requiring payment of money in a civil and commercial case pursuant to a
choice of court agreement in writing by the parties, any party concerned may apply to the
relevant people’s court in the PRC or Hong Kong court for recognition and enforcement of
the judgement. Although this arrangement became effective on 1 August 2008, the
outcome and effectiveness of any action brought under the arrangement may still be

uncertain.

Our Articles of Association provide that disputes between holders of H Shares and
our Company, our Directors, our supervisors or our senior management or holders of A
Shares, arising out of the Articles of Association or any rights or obligations conferred or
imposed upon by the PRC Company Law and related regulations concerning its affairs,
such as the transfer of the Shares, are to be resolved through arbitration by the China
International Economic and Trade Arbitration Commission in China or the Hong Kong
International Arbitration Center (s[5 ff# 4.L»), rather than by a court of law. In
addition, on 18 June 1999, the Supreme People’s Court of the PRC and the Government of
Hong Kong signed the Arrangement Concerning Mutual Enforcement of Arbitral Awards
between the Mainland and Hong Kong Special Administrative Region ([ A 1 BiL 75 5 4F
Sl AT BB b 32 e A B AT AR B I B %2 HF). This arrangement, made in accordance with the
spirit of the New York Convention on the Recognition and Enforcement of Foreign
Arbitral Awards, was approved by the Supreme People’s Court of the PRC and the Hong
Kong Legislative Council and became effective on 1 February 2000. Under the
arrangement, awards that are made by the PRC arbitral authorities recognised under the
Arbitration Ordinance of Hong Kong can be enforced in Hong Kong, and awards made by
Hong Kong arbitral authorities are also enforceable in the PRC. However, there are
uncertainties as to the outcome of any action brought in the PRC to enforce an arbitral
award made in favour of a holder of H Shares. Accordingly, we are unable to predict the
outcome of any such action.

In addition, PRC laws, rules and regulations applicable to companies listed overseas
do not distinguish among minority and controlling shareholders in terms of their rights
and protections and our minority Shareholders may not have the same protections
afforded to them by companies incorporated under the laws of the United States and
certain other jurisdictions.
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Substantially all of our Directors and all our Supervisors and our senior
management reside within the PRC. Substantially all of our assets and substantially all of
the assets of our Directors, our Supervisors and senior management are located within the
PRC. The PRC does not have treaties providing for the reciprocal recognition and
enforcement of judgements of courts with the United States, the United Kingdom, Japan
and many other countries. Therefore, it may not be possible for investors to effect service
of process upon us or those persons in the PRC or to enforce against them or us in the PRC
any judgements obtained from non-PRC courts. In addition, recognition and enforcement
in the PRC of arbitration award of any other jurisdiction in relation to any matter not
subject to a binding arbitration provision may be difficult or impossible.

Foreign individual holders of our H Shares are subject to PRC income tax and there are
uncertainties as to the PRC tax obligations of foreign enterprises that are holders of our
H Shares.

Under current PRC tax laws, regulations and rules, foreign individuals and foreign
enterprises that are not PRC residents are subject to different tax obligations with respect
to the dividends paid by us or the gains realised upon the sale or other disposition of H
Shares.

Foreign individuals who are not PRC residents are required to pay PRC individual
income tax at a rate of 20% under the PRC Individual Income Tax Law (H #& A R A1 5
NFF138i ). Accordingly, we are required to withhold such tax from dividend payments,
unless applicable tax treaties between China and the jurisdictions in which the foreign
individuals reside reduce or provide an exemption for the relevant tax obligations.
Generally, a tax rate of 10% shall apply to the dividends paid by our Company listed in
Hong Kong to foreign individuals without application according to the treaties. When a
tax rate of 10% is not applicable, the withholding company shall: (i) return the excessive
tax amount pursuant to prescribed procedures if the applicable tax rate is lower than 10%;
(ii) withhold such foreign individual income tax at the applicable tax rate if the applicable
tax rate is between 10% and 20%; and (iii) withhold such foreign individual income tax at
a rate of 20% if no double taxation treaty is applicable.

For foreign enterprises that do not have offices or establishments in the PRC, or
have offices or establishments in the PRC but to which their income is not related, under
the Enterprise Income Tax Law of the PRC ("3 A\ RALAE 21581 1%), or the EIT law
which became effective on 1 January 2008, and its implementation regulations, dividends
paid by us and the gains realised by such foreign enterprises upon the sale or other
disposition of H Shares are ordinarily subject to PRC enterprise income tax at a rate of
10%, subject to a further reduction under a special arrangement or applicable treaty
between the PRC and the jurisdiction of the relevant foreign enterprise’s residence. In
accordance with the Notice of the State Administration of Taxation on the Issues
Concerning Withholding the Enterprise Income Tax on the Dividends Paid by Chinese
Resident Enterprises to H-share Holders Which Are Overseas Nonresident Enterprises
(Guo Shui Han [2008] No. 897) ([l H B Ji 13 i 5 SMHBE IR T B A S BRI 38 M B 1A%
A S T 15 B AT B [ R 48 20 I B 1K [20081897%%) which became effective from 6 November
2008, 10% withholding tax shall be imposed on dividends paid by Chinese resident
enterprises to holders of H Shares that are overseas non-resident enterprises. These
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holders of H Shares may apply for tax refunds in accordance with applicable tax treaties or
arrangements, if any. In addition, the PRC tax laws, rules and regulations may also change
from time to time. If the tax rates stipulated in the 2008 EIT Law and the related
implementation rules are amended, the value of your investment in our H Shares could be
materially and adversely affected.

In addition, it is also unclear whether and how the PRC individual income tax and
enterprise income tax on gains realised by non-resident holders of H Shares through the
sale, or transfer by other means, of H Shares will be collected by the PRC tax authorities in
the future, although such tax has not been collected by the PRC tax authorities in practice.
Considering these uncertainties, non-resident holders of our H Shares should be aware
that they may be obligated to pay PRC income tax on the dividends and gains realised
through sale or transfers of our H Shares. For additional information, please see Appendix
IV — “Taxation and Foreign Exchange” to this prospectus.

Inflation in the PRC could adversely affect our profitability and growth.

Economic growth in the PRC has, in the past, been accompanied by periods of high
inflation, and the PRC Government has implemented various policies from time to time to
control inflation. For example, the PRC Government introduced measures in certain
sectors to avoid overheating of the economy, including tighter bank lending policies and
increases bank interest rates. The effects of the stimulus measures implemented by the
PRC Government since the global economic crisis that unfolded in 2008 may have
contributed to the occurrence of, and continuing increase in, the inflation in China. If such
inflation is allowed to proceed without mitigating measures by the PRC Government, our
cost of sales would likely increase, and our profitability would be materially reduced as
there is no assurance that we would be able to pass any cost increases onto our customers.
If the PRC Government implements new measures to control inflation, these measures
may also slow economic activity and reduce demand for our products and services and
severely hamper our growth.

We are subject to a wide variety of environmental regulations, and any failure to
comply with these regulations or to control the associated costs could harm our
business.

Our Company is required to comply with various and extensive environmental,
health and safety laws and regulations promulgated by the PRC Government. If our
Company fails to comply with these laws and regulations, it could be exposed to
penalties, fines, suspension or revocation of its licenses or permits to conduct business,
administrative proceedings and litigation. Given the magnitude and complexity of these
laws and regulations, the compliance with them or the establishment of effective
monitoring systems may be onerous or require a significant amount of financial and other
resources. As these laws and regulations continue to evolve, our Company cannot give
assurance that the PRC Government will not impose additional or more onerous laws or
regulations, compliance with which may cause our Company to incur significantly
increased costs. Such events could materially and adversely affect our Company’s
business, financial condition and results of operations.
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RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our H Shares. The liquidity and market price
of our H Shares following the Global Offering may be volatile.

Prior to the Global Offering, there has been no public market for our H Shares. The
initial Offer Price range issued to the public for our H Shares was the result of negotiations
between our Company and the Underwriters, and the Offer Price may differ significantly
from the market price for our H Shares following the Global Offering. We have applied to
list and deal in our H Shares on the Hong Kong Stock Exchange. We cannot assure you that
the Global Offering will result in the development of an active, liquid public trading
market for our H Shares. In addition, the price and trading volumes of our H Shares may
be volatile. Factors such as variations in our revenue, earnings and cash flows or other
developments in our business or industries or the financial markets may affect the volume
and price at which our H Shares will trade.

Since there will be a gap of several days between pricing and trading of our Offer
Shares, holders of our Offer Shares are subject to the risk that the price of our Offer
Shares could fall during the period before trading of our Offer Shares begins.

The Offer Price of our H Shares is expected to be determined on the Price
Determination Date. However, our H Shares will not commence trading on the Hong Kong
Stock Exchange until they are delivered. As a result, investors may not be able to sell or
otherwise deal in our H Shares during that period. Accordingly, holders of our H Shares
are subject to the risk that the price of our H Shares could fall before trading begins as a
result of adverse market conditions or other adverse developments that could occur
between the time of sale and the time trading begins.

Because the Offer Price is higher than the net tangible book value per share of our
Company, the holders of our H Shares will incur immediate dilution.

The initial public offering price of our H Shares is higher than the net tangible asset
value per share of the outstanding shares issued to our existing Shareholders. Therefore,
purchasers of our H Shares in the Global Offering will experience an immediate dilution
in net tangible asset value of HK$7.46 per H Share (assuming an Offer Price of HK$14.10
per H Share, being the maximum Offer Price in the Global Offering, and assuming the
Over-allotment Option is not exercised), and our existing Shareholders will receive an
increase in the pro forma adjusted consolidated net tangible asset value per share of their
shares. In addition, holders of our H Shares may experience a dilution of their
proportional interest in our Company if we raise additional capital in the future.

Future sales or perceived sales of substantial amounts of our securities in the public
market could have a material and adverse effect on the prevailing market price of our H
Shares and our ability to raise capital in the future and may result in dilution of your
shareholding in our Company.

The market price of our H Shares could decline as a result of future sales of
substantial amounts of our H Shares or other securities relating to our H Shares in the
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public market or the issuance of new H Shares or other securities, or the perception that
such sales or issuances may occur. Future sales, or perceived sales, of substantial amounts
of our securities, including any future offerings, could also materially and adversely affect
our ability to raise capital in the future at a time and at a price we deem appropriate.

Upon completion of the Global Offering, we will have two classes of ordinary
shares, H Shares and Domestic Shares. There will be 16,670,000 H Shares representing
25.0% of the Company’s enlarged share capital, and 50,000,000 Domestic Shares
representing 75.0% of the Company’s enlarged share capital. All of our Domestic Shares
are unlisted Shares which are not listed or traded on any stock exchange. Our unlisted
Shares may be converted into H Shares, and such converted H Shares may be listed or
traded on an overseas stock exchange, provided that prior to the conversion and trading
of such converted shares any requisite internal approval processes (but without the
necessity of Shareholders” approval by class) shall have been duly completed and the
approval from the relevant PRC regulatory authorities, including the CSRC, shall have
been obtained (the “Arrangement”). In addition, such conversion, trading and listing
shall in all respects comply with the regulations prescribed by the State Council’s
securities regulatory authorities and the regulations, requirements and procedures
prescribed by the relevant overseas stock exchange. The Arrangement applies only to
unlisted Shares. All of our Domestic Shares are subject to the Arrangement and all of our
Domestic Shares may be converted into H Shares upon the approval of the relevant
regulatory authorities, including the CSRC and the Hong Kong Stock Exchange.

In addition, our Shareholders may experience dilution in their holdings to the extent
we issue additional securities in future offerings.

Certain amounts of our Shares currently outstanding are and/or will be subject to
contractual and/or legal restrictions on resale for a period of time after completion of the
Global Offering. Please refer to the section headed “Underwriting — Underwriting
Arrangements and Expenses — Hong Kong Public Offering” in this prospectus for details.
After these restrictions lapse or if they are waived or breached, future sales, or perceived
sales, of substantial amounts of our Shares could negatively impact the market price of
our H Shares and our ability to raise capital in the future.

We cannot guarantee the accuracy of official government facts, forecasts and other
statistics with respect to the PRC, the PRC economy and the PRC medical device
industry contained in this prospectus.

Official government facts, forecasts and other statistics in this prospectus relating to
the PRC, the PRC economy and the PRC medical device industry have been derived from
official government publications. We believe that the sources of such information are
appropriate sources, and we have taken reasonable care in extracting and reproducing
such information. We have no reason to believe that such information is false or
misleading or that any fact has been omitted that would render such information false or
misleading. The information has not been independently verified by us, the Sole Sponsor,
the Underwriters or any other party involved in the Global Offering, and no
representation is given as to its accuracy. In all cases, investors should give consideration
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as to how much weight or importance they should attach to or place on such official

government facts, forecasts or statistics.

You should read the entire prospectus carefully and we strongly caution you not to
place any reliance on any information contained in press articles and/or other media
regarding us, our business, our industries and the Global Offering.

There may have been prior to the publication of this prospectus, and there may be
subsequent to the date of this prospectus but prior to the completion of the Global
Offering, press and/or media regarding us, our business, our industries and the Global
Offering. You should rely solely upon the information contained in this prospectus in
making your investment decisions regarding our H Shares. None of us, the Sole Global
Coordinator, the Sole Bookrunner, the Sole Sponsor, the Underwriters or any other person
involved in the Global Offering have authorised the disclosure of any such information in
the press or media and none of these parties accept any responsibility for the accuracy or
completeness of the information contained in such press articles and/or other media or the
fairness or appropriateness of any forecasts, views or opinions expressed by the press
and/or other media regarding our H Shares, the Global Offering, our business, our
industries or us. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information, forecasts, views or opinions
expressed or any such publications. To the extent that such statements, forecasts, views or
opinions are inconsistent or conflict with the information contained in this prospectus, we
disclaim them. Accordingly, prospective investors are cautioned to make their investment
decisions on the basis of the information contained in this prospectus only and should not

rely on any other information.
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WAIVERS AND EXEMPTIONS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND THE
HONG KONG COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

We have applied to the Hong Kong Stock Exchange for, and have been granted,
waivers from strict compliance with the following provision of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Rules 8.12 and 19A.15 of the Listing Rules require that an issuer must have sufficient
management presence in Hong Kong, which normally means that at least two of the
issuer’s executive Directors must be ordinarily resident in Hong Kong. As at the Latest
Practicable Date, all of our executive Directors and senior management reside in China.
The business operations of our Company and our subsidiary are all located in the PRC.
Our Company does not, and for the foreseeable future, will not, have executive Directors
who are ordinarily resident in Hong Kong as required under Rules 8.12 and 19A.15 of the
Listing Rules. Accordingly, we have applied to the Hong Kong Stock Exchange for, and the
Hong Kong Stock Exchange has granted, a waiver from strict compliance with Rules 8.12
and 19A.15 of the Listing Rules.

Our Company has made arrangements to maintain regular and effective
communication between Hong Kong Stock Exch