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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should seek 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 “Appendix V—Documents Delivered to the Registrar of Companies in Hong Kong and on
Display,” 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 as to the contents of this prospectus or
any other documents referred to above.

The Offer Price is expected to be determined by agreement between us and the Joint Representatives (for themselves and on behalf of the Underwriters) on or about Friday,
December 3, 2021 and, in any event, not later than Monday, December 6, 2021. The Offer Price will not be more than HK$29.00 per Offer Share and is expected to be not less than
HK$25.80 per Offer Share, unless otherwise announced. Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$29.00 per Offer
Share for each Hong Kong Offer Share together with brokerage of 1%, SFC transaction levy of 0.0027%, and Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price
as finally determined is less than HK$29.00 per Offer Share. If, for any reason, the Offer Price is not agreed between us and the Joint Representatives (for themselves and on behalf of
the Underwriters) on or before Monday, December 6, 2021, the Global Offering (including the Hong Kong Public Offering) will not proceed and will lapse.

The Joint Representatives (for themselves and on behalf of the Underwriters) may, where considered appropriate and with the consent of our Company, reduce the number of
Offer Shares and/or 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, we will, as soon as practicable following the decision to make such reduction and in any event not later than the morning of the day which is the last day for
lodging applications under the Hong Kong Public Offering, cause there to be published on the websites of the Hong Kong Stock Exchange at www.hkexnews.hk and on the website
of our Company at www.gstzy.cn. See “Structure and Conditions of the Global Offering” and “How to Apply for Hong Kong Offer Shares” for more details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered, sold,
pledged or transferred within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities
Act. The Offer Shares are being offered and sold (1) solely to QIBs as defined in Rule 144A pursuant to an exemption from registration under the U.S. Securities Act and (2)
outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set
out in “Risk Factors.” The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Representatives (for
themselves and on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in “Underwriting.” It is important that you refer
to that section for further details.

November 30, 2021
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Your application through the HK eIPO White Form service or the CCASS EIPO service
must be made for a minimum of 100 Hong Kong Offer Shares and in multiples of that number of
Hong Kong Offer Shares as set out in the table below. You are required to pay the amount next to the
number of Hong Kong Offer Shares you select.

No. of No. of No. of No. of

Hong Kong Amount Hong Kong Amount Hong Kong Amount Hong Kong Amount
Offer Shares payable on  Offer Shares payable on  Offer Shares payable on  Offer Shares payable on
applied for application applied for application applied for application applied for application
HK$ HK$ HK$ HK$
100 2,929.23 2,000 58,584.47 10,000 292,922.33 300,000 8,787,669.90
200 5,858.45 2,500 73,230.59 20,000 585,844.66 400,000 11,716,893.20
300 8,787.67 3,000 87,876.70 30,000 878,766.99 500,000 14,646,116.50
400 11,716.89 3,500 102,522.82 40,000 1,171,689.32 600,000 17,575,339.80
500 14,646.12 4,000 117,168.93 50,000 1,464,611.65 700,000 20,504,563.10
600 17,575.34 4,500 131,815.05 60,000 1,757,533.98 800,000 23,433,786.40
700 20,504.57 5,000 146,461.17 70,000 2,050,456.31 900,000 26,363,009.70
800 23,433.79 6,000 175,753.40 80,000 2,343,378.64 1,000,000 29,292,233.00
900 26,363.01 7,000 205,045.63 90,000 2,636,300.97 1,393,900" 40,830,443.58

1,000 29,292.23 8,000 234,337.86 100,000 2,929,223.30

1,500 43,938.35 9,000 263,630.10 200,000 5,858,446.60

(1)  Maximum number of Hong Kong Offer Shares you may apply for.

No application for any other number of Hong Kong Offer Shares will be considered and such
an application is liable to be rejected.



EXPECTED TIMETABLE'

If there is any change in the following expected timetable, we will issue an announcement on
the respective websites of the Company at www.gstzy.cn and the Stock Exchange at
www.hkexnews.hk.

Hong Kong Public Offering commences ............................ 9:00 a.m. on Tuesday,
November 30, 2021

Latest time to complete electronic applications under
the HK eIPO White Form service through one of the
ways below®

e the IPO App, which can be downloaded by
searching “IPO App” in App Store or Google Play
or downloaded at www.hkeipo.hk/TPOApp or
www.tricorglobal.com/IPOApp

e the designated website www.hkeipo.hk . ...... ... .. ... .. .. .. 11:30 am on Friday,
December 3, 2021

Application lists open® . ... ... ... 11:45 am on Friday,
December 3, 2021

Latest time to give electronic application instructions
to HKSCCY . 12:00 noon on Friday,
December 3, 2021

Latest time to complete payment of HK e[PO White Form
applications by effecting Internet banking transfer(s)
or PPS payment transfer(s). . .. ....... ... i i i i 12:00 noon on Friday,
December 3, 2021

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via CCASS terminals to
apply for the Hong Kong Offer Shares on your behalf, you are advised to contact your broker or
custodian for the latest time for giving such instructions which may be different from the latest time
as stated above.

Application lists close®™® ... ....................... 12:00 noon on Friday, December 3, 2021
Expected Price Determination Date®™ ... ........................ Friday, December 3, 2021

(1) Announcement of:
e the Offer Price;
e the level of indications of interest in the International Offering;

* the level of applications in the Hong Kong Public Offering; and



EXPECTED TIMETABLE'

e the basis of allocations of the Hong Kong Offer Shares to be
published in South China Morning Post (in English) and
Hong Kong Economic Times (in Chinese),

onor before' . ... Thursday, December 9, 2021

(2) Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where applicable) to be available through a variety of channels
(see the section headed “How to Apply for Hong Kong Offer
Shares—11. Publication of Results” in this prospectus) from .. .............. Thursday,

December 9, 2021

Announcement of (1) and (2) above to be published on the website

of the Company at www.gstzy.cn and the website of the Stock

Exchange at www.hkexnews.hk on or before®................ Thursday, December 9, 2021

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers,
where appropriate) will be available at the “IPO Results”
function in the IPO App or at www.hkeipo.hk/IPOResult
(or www.tricor.com.hk/ipo/result) with a “search by ID” function® .......... ... Thursday,
December 9, 2021

Dispatch/Collection of Share certificates or deposit of Share
certificates into CCASS in respect of wholly or
partially successful applications pursuant to the Hong Kong
Public Offering on or before®™® ... .. ... ... ... .. Thursday, December 9, 2021

Dispatch/Collection of refund cheques and HK eIPO White Form
e-Auto Refund payment instructions in respect of wholly or
partially successful applications (if applicable) and
wholly or partially unsuccessful applications pursuant to
the Hong Kong Public Offering on or before®®® . . . . .. .. Thursday, December 9, 2021

Dealings in the Shares on the Stock Exchange expected to
commence ... 9:00 a.m. on Friday,

December 10, 2021

Notes:

(1) All times and dates refer to Hong Kong local times and dates unless otherwise stated.

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

(3) If there is a “black” rainstorm warning signal, a tropical cyclone warning signal number 8 or above and/or Extreme Conditions is/are
in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, December 3, 2021, the application lists will not open
on that day. For further information please refer to the section headed “How to Apply for Hong Kong Offer Shares—10. Effect of Bad
Weather and/or Extreme Conditions on the Opening of the Application Lists” in this prospectus.

(4) 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 Hong Kong Offer Shares—6. Applying through the CCASS EIPO service” in this prospectus.
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(&)

(6)

()

®)

(C))

The Price Determination Date is expected to be on or around Friday, December 3, 2021, and in any event will not be later than Monday,
December 6, 2021. If, for any reason, the Offer Price is not agreed among the Joint Representatives (for themselves and on behalf of
the Underwriters) and our Company on or before Monday, December 6, 2021, the Global Offering (including the Hong Kong Public
Offering) will not proceed and will lapse.

Applicants who have applied with the HK eIPO White Form service for 1,000,000 or more Hong Kong Offer Shares under the Hong
Kong Public Offering may collect their refund cheques and Share certificates (as applicable) in person from our Hong Kong Share
Registrar, Tricor Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, from 9:00 a.m. to 1:00
p.m. on Thursday, December 9, 2021 or such other date as notified by us in the newspapers. Applicants being individuals who are
eligible to personal collection must not authorise any other person to make collection on their behalf. If you are a corporate applicant
which is eligible for personal collection, your authorised representative must bear a letter of authorization from your corporation
stamped with your corporation’s chop. Both individuals and authorised representatives must produce, at the time of collection, evidence
of identity acceptable to the Hong Kong Share Registrar.

Applicants who have applied for Hong Kong Offer Shares through the CCASS EIPO service should refer to the section headed “How
to Apply for Hong Kong Offer Shares—14. Despatch/Collection of Share Certificates and Refund Monies—Personal Collection—(b)
If you apply through the CCASS EIPO service” in this prospectus. Share certificates (if applicable) and/or refund cheques (if
applicable) for applicants who have applied for less than 1,000,000 Hong Kong Offer Shares and any uncollected Share certificates
(if applicable) and/or refund cheques (if applicable) will be dispatched by ordinary post, at the risk of the applicants, to the addresses
specified in the relevant applications shortly after the expiry of the time for collection at the date of dispatch of refund cheque as
described in the sections headed “How to Apply for Hong Kong Offer Shares—13. Refund of Application Monies” and “How to Apply
for Hong Kong Offer Shares—14. Despatch/Collection of Share Certificates and Refund Monies” in this prospectus.

Share certificates for the Hong Kong Offer Shares are expected to be issued on Thursday, December 9, 2021 but will only become valid
certificates of title provided that the Global Offering becomes unconditional in all respects and neither of the Underwriting Agreements
has been terminated in accordance with its terms before 8:00 a.m. on the Listing Date. Investors who trade Shares on the basis of
publicly available allocation details prior to the receipt of Share certificates or prior to the Share certificates becoming valid certificates
of title do so entirely at their own risk.

Refund cheques will be issued (where applicable) and e-Auto Refund payment instructions will be dispatched (where applicable) in
respect of wholly or partially unsuccessful applications and in respect of successful applications if the final Offer Price is less than the
price payable per Offer Share on application. Part of the applicant’s identification document number, or, if the application is made by
joint applicants, part of the identification document number of the first-named applicant, provided by the applicant(s) may be printed
on the refund cheque, if any. Such data would also be transferred to a third party for refund purposes. Banks may require verification
of an applicant’s identification document number before encashment of the refund cheques. Inaccurate completion of an applicant’s
identification document number may invalidate or delay encashment of the refund cheque.

In case a typhoon warning signal no. 8 or above, a black rainstorm warning signal and/or Extreme Conditions is/are in force in any
days between Tuesday, November 30, 2021 to Friday, December 10, 2021, then the day of (i) announcement of results of allocations
in the Hong Kong Public Offering; (ii) despatch of Share certificates and refund cheques/HK eIPO White Form e-Auto Refund
payment instructions; and (iii) dealings in the Shares on the Stock Exchange may be postponed and an announcement may be made
in such event.

For details of the structure of the Global Offering, including its conditions, and the

procedures for applications for Hong Kong Offer Shares, see the sections headed *“Structure of
the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus,
respectively.
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directors or any other person or party involved in the Global Offering.

Page
Expected Timetable. . . . . . ... ... ... i
Contents . . . ... ... iv
SUMIMATY . . . . o e e e 1
Definitions . . . . . . ... 21
Glossary of Technical Terms . . . . ... ... ... .. ... . .. . . 42
Forward-Looking Statements .. ... ... ... ... . . .. . . . . . . . . e 50
Risk Factors . .. ... ... 51
Waivers from Strict Compliance with the Listing Rules . . .. ......... ... ... ... ... ... .. 106
Information about this Prospectus and the Global Offering . ......................... 109
Directors and Parties Involved in the Global Offering .. ............ ... ... ... ... ..... 113
Corporate Information . . ... ... ... .. . 118
Industry OVerview . . . ... ... e 120
Regulatory OVerview . . . . ... . . . ... e 134
History, Reorganization and Corporate Structure ................................. 168
Contractual Arrangements . ... ... ... ... ... ... 203
Business . . . . ... 220
Directors and Senior Management . ... ... ... ... ... . ... ... 316
Relationship with Our Controlling Shareholders . ... .............................. 333
Connected Transactions . . ... .. ... ... . . . 337
Share Capital . . . . . . ... .. 342
Substantial Shareholders . .. ... ... ... . . .. . ... 345

v



CONTENTS

Page
Financial Information . ... ... ... . . . . . .. .. 348
Cornerstone INnvestors . . . . . . .. ... ... 417
Future Plans and Use of Proceeds . . . .. ....... ... . . . . . . . . . . . . i, 423
Underwriting . . . . . . ... 430
Structure of the Global Offering . . . .. ... ... ... .. .. .. .. . . .. . 441
How to Apply for Hong Kong Offer Shares . . . ... ... .. ... ... ... ... .. .. ... ........ 451
Appendix I—Accountants’ Report . . . ... ... .. .. ... ... I-1
Appendix II—Unaudited Pro Forma Financial Information. . . . . ... ................... I1-1

Appendix III—Summary of the Constitution of the Company and Cayman Companies Act . . . III-1
Appendix IV—Statutory and General Information ........... .. ... ... ... ... ........ Iv-1

Appendix V—Documents Delivered to the Registrar of Companies in Hong Kong and
on Display . ... ... V-1



SUMMARY

This summary is an overview of the information contained in this prospectus and does
not contain all the information that may be important to you. You should read the whole
document 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 that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a TCM healthcare service provider in China. Through our offline medical institutions
and online healthcare platforms, we provide customers with a comprehensive range of TCM
healthcare services and products to address their diverse medical and healthcare management needs.
We ranked eighth among all the private TCM healthcare service providers in China in terms of total
revenue generated from providing healthcare solutions in 2020, with a market share of 0.6% in terms
of revenue in this highly fragmented market, according to Frost & Sullivan.

Our history can be traced back to 2010 when Guangdong Gushengtang was established by Mr.
Tu, our principal founder, executive Director, chairman of the Board and chief executive officer. Since
our inception in 2010, we have been focusing on the expansions of our offline medical service
network. We continuously utilize our accumulated offline TCM healthcare resources to provide
healthcare solutions. The TCM healthcare services that we provide include pre-consultation
preparations, high-quality consultation and diagnosis, physiotherapies, TCM prescription and
decocting services. We also provide a wide range of healthcare products to our customers. We mainly
compete with numerous private TCM healthcare providers in China in our principal businesses.
According to Frost & Sullivan, private TCM healthcare providers in China are mainly out-patient
departments and clinics focusing on primary care, while public TCM healthcare providers are mainly
comprehensive state-owned hospitals playing dominant roles in the TCM diagnosis and treatment
service segment. Since the establishment of our first TCM medical institution in Beijing in 2011, we
have come to own and operate 42 medical institutions in Beijing, Shanghai, Guangzhou, Shenzhen,
Foshan, Zhongshan, Fuzhou, Nanjing, Suzhou, Ningbo and Wuxi as of the Latest Practicable Date.
Since we launched our online appointment, follow-up consultation, diagnosis and prescription
services on our official WeChat account in 2018, we have been capable of providing both offline and
online healthcare solutions through our offline and online medical service network. As of December
31, 2020, we have achieved the following accomplishments, according to Frost & Sullivan:

(i) among all TCM healthcare providers in China with both offline and online medical
service network:

e the largest number of TCM physicians as of December 31, 2020;
e the largest number of offline medical institutions as of December 31, 2020; and

e the largest number of cities covered by offline medical institution network as of
December 31, 2020.

(ii)) among all private TCM healthcare providers in China with both offline and online
medical service network:

* the highest revenue generated from providing healthcare solutions in 2020.

Focusing on primary care, we have established a TCM platform with the integration of online
healthcare platforms and offline medical institutions, combining TCM and western medicine, to
provide comprehensive healthcare solutions throughout the whole process of disease diagnosis and
treatment and healthcare management for customers. Our TCM platform has the following key
characteristics:

Conventional TCM diagnosis and treatment methods combined with western medicine. We
originated from the conventional TCM diagnosis and treatment methods of primary care, and
developed diagnosis and treatment methods combining TCM and western medicine. We provide TCM
healthcare solutions through online healthcare platforms and offline TCM medical institutions,
combining conventional TCM diagnosis and treatment methods with western medicine, such as
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clinical laboratory examination and treatment. We aim to effectively and efficiently provide patients
with comprehensive healthcare solutions, especially chronic disease management. We focus on the
customers’ daily primary care, aiming to achieve long-term follow-up and healthcare management for
customers.

Offline operations integrated with online operations. With the rapid development of internet
technology, more and more TCM healthcare service providers in China are adopting the business
model with the integration of online healthcare platforms and offline medical institutions. The core
purpose of such business model is to solve the pain points of conventional TCM diagnosis and
treatment, such as limited customer outreach, unbalanced physician resources among different
regions, and inconvenience of follow-up visits and long-term healthcare management of customers.
We started to expand offline healthcare service to online platforms and further integrated our offline
medical institutions with online healthcare platforms in 2018, earlier than other TCM healthcare
providers in China, according to Frost & Sullivan. We believe we are one of the first TCM healthcare
providers to utilize the online healthcare platforms and effectively connect the offline medical service
network with online platforms, and are thus well positioned to benefit from favorable government
policies encouraging the development of online healthcare services. On the one hand, the
development of our online healthcare services enables us to utilize medical resources and expand our
customer coverage more effectively. On the other hand, we are able to strategically choose cities for
offline expansion based on the activeness of online physicians and customers.

Standardized and digitalized operations. We have developed a standardized and scalable
operating model for our offline business with a proven track record. Meanwhile, we developed and
applied a cloud-based HIS in 2017 for our overall supply chain management from upstream
procurement to downstream delivery while enhancing our capability to upscale business and
maintaining quality control. Other medical institutions providing conventional TCM healthcare
services are generally not well supported by cloud-based system and thus lack digital operation.
Moreover, we also utilize our IT systems to improve customer experience and satisfaction, enabling
our customers to check the availability of, and make appointments with, our physicians through their
preferred channel and communicate with us timely.

We have gone through three stages for business development. Since our inception in 2010, we
have been dedicated to securing offline TCM healthcare resources and build reputable offline TCM
brand. Driven by the philosophy of “offering services through chain management, economy of scale
and branding” and benefiting from our multi-tier expansion strategies and scalable business model,
we have expanded our offline medical service network to comprise 42 medical institutions as of the
Latest Practicable Date, supported by experienced physician resources. Since 2018, we have launched
our online appointment, follow-up consultation and diagnosis and prescription services on our online
healthcare platforms such as official WeChat account, as a result of which, we have become capable
of providing both offline and online healthcare solutions through our medical service network.
Benefiting from our development over the years, we ranked eighth among all the private TCM
healthcare service providers in China in terms of total revenue generated from providing healthcare
solutions in 2020, with a market share of 0.6% in terms of revenue in this highly fragmented market,
according to Frost & Sullivan. We believe our past development and experience have laid solid
foundation for us to build a leading TCM healthcare ecosystem in China in the future.

Our Business Model

Since our inception in 2010, we have adhered to our core value of better serving our customers
with “conscientious physicians, reliable pharmaceuticals (R/0%, J:[>%%).” With years of
development of our offline medical service network, we have continuously explored new application
of our healthcare solutions and standardized our operations. We have therefore successfully developed
a customer-centric TCM healthcare platform with the integration of online healthcare platforms and
offline medical institutions.

Healthcare Solutions

We provide our customers with a comprehensive range of TCM healthcare services, including
pre-consultation preparations, high-quality consultation and diagnosis, physiotherapies, TCM
prescription and decocting services, and healthcare products, mainly through our offline medical
institutions and online healthcare platforms in operation, to address their diversified medical needs
that may arise throughout the whole process of disease diagnosis and treatment and healthcare
management. See “Business—Our Services and Products—Healthcare Solutions” for details.
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During the Track Record Period, our revenue generated from providing healthcare solutions
primarily comprised medical fees, including consultation fees, medicine fee, processing fee and
physiotherapy fee paid by our customers through out-of-pocket payments, national reimbursement
programs and commercial medical insurance policies. For the years ended December 31, 2018, 2019
and 2020 and the six months ended June 30, 2021, our revenue generated from providing healthcare
solutions amounted to RMB668.1 million, RMB865.9 million, RMB891.8 million and RMB588.9
million, respectively, representing 92.0%, 96.6%, 96.4% and 98.4%, respectively, of our total revenue
for the same periods.

Sale of Healthcare Products

In addition to the healthcare products we prescribe and sell during our healthcare solution
services, we also generate revenue from sale of healthcare products separately to customers.
Healthcare products that we sell primarily include (i) valuable medicinal (B AZER), such as
donkey-hide gelatin (FI/2), cordyceps sinensis (% #k & #.), bird’s nest (# ), dendrobium nobile (f1

1) and American ginseng (ﬁ“@zg); and (ii) nourishment, such as compound donkey-hide gelatin
syrup (HJ7FIIESE), donkey-hide gelatin cake (FUREKE), honey (#8%). healthy tea (Fe/l50),
ready-to-eat fish maws (B 1E/E) and ready-to-eat bird’s nest (A E#eT). See “Business—Our
Services and Products—Sale of Healthcare Products” for details.

For the years ended December 31, 2018, 2019 and 2020 and the six months ended June 30,
2021, our revenue generated from sale of healthcare products amounted to RMBS58.1 million,
RMB30.3 million, RMB33.6 million and RMB9.3 million, respectively, representing 8.0%, 3.4%,
3.6% and 1.6%, respectively, of our total revenue for the same periods.

Our Revenue Source and Financial Performance

During the Track Record Period, we generated revenue primarily from (i) providing healthcare
solutions; and (ii) sale of healthcare products. Our revenue generated from providing healthcare
solutions is primarily affected by the scale of offline and online medical network we operate, the
number of our customers and our customers’ spending in the relevant years or periods. To a much
lesser extent, we also provide third-party management services to third-party small- and medium-
sized TCM clinics, from which we only generate insignificant amount of revenue during the Track
Record Period. Our revenue derived from sale of healthcare products fluctuated primarily attribute to
the volume and type of valuable medicinal and nourishment sold, the unit price of which may vary
significantly. Generally, when the sales volume of valuable medicinal and nourishment with high unit
price increased, we generated more revenue from sale of healthcare products. For example, we
generated relatively high revenue from sale of valuable medicinal including donkey-hide gelatin,
cordyceps sinensis, bird’s nest, dendrobium nobile and American ginseng and nourishment such as
compound donkey-hide gelatin syrup, donkey-hide gelatin cake, honey, healthy tea, ready-to-eat fish
maws and ready-to-eat bird’s nest during the Track Record Period. Meanwhile, the sales volume of
our healthcare products may, from time to time, affected by promotion activities. For example, we
recorded more revenue from sale of healthcare products in 2018 compared with that of 2019 due to
more group purchase promotion and promotion activities for selected products.

We had achieved significant growth during the Track Record Period. We recorded revenue of
RMB726.2 million, RMB896.2 million and RMB925.4 million, respectively, for the years ended
December 31, 2018, 2019 and 2020, representing a CAGR of 12.9%. Our revenue increased by 78.1%
from RMB335.9 million for the six months ended June 30, 2020 to RMB598.2 million for the six
months ended June 30, 2021.

OUR COMPETITIVE STRENGTHS
We believe the following competitive strengths could enable us to achieve rapid and
sustainable growth and maintain our industry position among private TCM healthcare providers.

*  One of the largest private TCM healthcare providers in China, integrating offline and
online businesses which boosts sustainable growth potential

*  Extensive TCM medical resources with established brand recognition and high entry
barriers

e Sticky customer base with high loyalty

»  Effective supply chain management system empowered by in-house HIS

e Standardized and digitalized operations

*  Visionary founder and experienced management team with proven track record
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OUR STRATEGIES
To achieve our mission, we plan to adopt the following strategies:

e Further broaden medical resource coverage, deepen the integration of offline and online
healthcare platforms and increase market penetration

*  Continue to improve our information technology systems, standardize our healthcare
solutions and products and strengthen our supply chain.

e Continue to enhance our brand awareness and industry influence

e Continue to develop more TCM healthcare products and solutions to achieve better TCM
specialty care

OUR SERVICES AND PRODUCTS

The following table sets forth a breakdown of our revenue by business segment for the
years/periods indicated.

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
% of total % of total % of total % of total % of total
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)

Healthcare solutions™ . . . . 668,135 920 865,862 96.6 891,797 96.4 326,960 973 588,872 98.4
Sale of healtheare products . . 58,110 8.0 30,204 34 33,569 3.6 8,964 27 9317 1.6

Total. .. ........ 726,245 100.0 896,156 100.0 925,366 100.0 335,94 100.0 598,189 100.0

Note:

(1) Including insignificant amount of revenue generated from providing third-party management services to small- and medium-sized TCM
clinics, all of which were Independent Third Parties. See “Business—Our Services and Products—Healthcare Solutions—Third-party
Management Services” for more details.

OUR MEDICAL SERVICE NETWORK

As of the Latest Practicable Date, we owned and operated 42 medical institutions in Beijing,
Shanghai, Guangzhou, Shenzhen, Foshan, Zhongshan, Fuzhou, Nanjing, Suzhou, Ningbo and Wuxi.
All of our medical institutions are private for-profit medical institutions operated under our brand
name “Gushengtang ([&4:%%).” In addition, we owned and operated a variety of online channels,
including official websites, mobile applications, official WeChat accounts and mini programs, in the
name of “Gushengtang” as of the same date.

During the Track Record Period, we expanded our medical service network through strategic
acquisitions of offline medical institutions and online healthcare platforms. Our Group acquired Bailu
in October 2020 and Wanjia Platform in April 2021 for online healthcare platforms specializing in
traditional Chinese medical healthcare solutions to further strengthen our offline and online medical
service network. For details of the acquisition of Bailu and Wanjia Platform, see “History,
Reorganization and Corporate Structure—Material and Other Acquisitions.”

Further, from 2012 and up to June 30, 2021, our Group acquired 32 offline medical institutions
at a total consideration of approximately RMB644.99 million. The aforementioned consideration for
the acquisition of such medical institutions were determined after arm’s length negotiation with
reference to, among others, the revenue or profit of the specific medical institution so as the
price-to-earnings ratio or price-to-sales ratio.

SELECTED OPERATIONAL DATA
The following table sets forth our selective operational data during the Track Record Period.

Six months
ended
Year ended December 31, June 30,
2018 2019 2020 2021
New customers'” . . . .. ... ... 333,418 377,199 361,754 227,500
Accumulated customers at the end of each year/period® . 915,052 1,292,251 1,654,005 1,881,505
Customer visits (thousands). . . . . o oo oo e oo 1,440 1,740 1,787 1,181



SUMMARY

Six months

ended
Year ended December 31, June 30,
2018 2019 2020 2021
Accumulated customer visits at the end of each
year/period (thousands) . ...................... 3,729 5,468 7,256 8,437
Customer return rate™ (%) . ... ... . ... .. ... 50.9 55.1 575 61.5

Average spending per customer visit (RMB) . ... ... ... 504 515 518 507

Notes:

(1) Refer to customers who received healthcare solutions or purchased healthcare products provided by us for the first time.

(2) Refer to, as at the end of any financial year/period, the total number of customers who had ever visited our medical service network
to receive any healthcare service or purchase any healthcare product at any time on or before the end of such financial year/period.

3) ghe in._:re%? én customer visits in 2019 was primarily attributable to more customer visits to medical institutions established or acquired

us in .

4) R}éfer to, in respect of any financial year/period, a fraction (expressed as a percentage) equal to the number of returning customers in
respect of such financial year/period divided by the total number of customers who had visited our medical service network to receive
any healthcare service or purchase any healthcare Froduct at any time during such financial year/period. The customer return rate in
2020 included those of Bailu for the entire year of 2020 for statistical purpose. See “Risk Factors—Risks Relating to Our Business
and Industry—The historical operating resuf{s of Bailu may not be indicative of its results after acquisition by us™ for risks relating
to the operational data of Bailu before acquisition by us.

OUR SUPPLIERS AND CUSTOMERS

Our Suppliers

Our suppliers primarily comprise suppliers of decocting pieces, TCM patent medicines, health
supplements, nourishment, medical equipment and medical consumables. For the years ended
December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021, ;l)urchases rom our five
largest suppliers in each year/period during the Track Record Period collectively accounted for 24.9%,
63.7%, 66.5% and 54.2% of our total purchases during the same periods, respectively, and purchases
from our largest su%plier in each year/period during the Track Record Period accounted for 5.7%,
44.3%, 48.4% and 33.8% of our total purchases during the same periods, respectively. Our five largest
suppliers during the Track Record Period comprise physician management service suppliers and
suppliers of our materials.

All of our five lar%est suppliers in each year/period during the Track Record Period are
Independent Third Parties. To the best of the knowledge of our Directors, none of our Directors, their
respective associates or any Shareholder who owns more than 5% of our issued share capital had any
interest in any of our five largest suppliers during the Track Record Period.

Our Customers

Our customers primarily comprise customers who receive our healthcare solutions and/or
]%urchase healthcare products provided by us, substantially all of which are individuals in the PRC.
0 a lesser extent, we also generated revenue from certain corporate customers during the Track
Record Period, mainly including (i) large-scale enterprises which purchased healthcare solutions
and/or products from us in bulk; (ii) thir —ﬁ)arty medical institutions and pharmacies which procured
healthcare products from us; and (i1i) small- and medium-sized TCM clinics which adopted our Bai
Hui Yun Y1 TCM system.

Among customers who had visited our offline medical institutions or pharmacies to receive
healthcare services or purchase healthcare products as of June 30, 2021, (i) over 15% are below or
at the age of 18, approximately 45% are between the age of 19 and 45 and nearly 40% are above the
age of 45; and (ii) ai)proximatel 60% were females and approximately 40% were males. For the years
ended December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021, the number of
our customer visits was approximately 1,440,000, 1,740,000, 1,787,000 and 1,181,000, resEectively,
and the average spending per customer visit was anroximately RMB504, RMB515, RMB518 and
RMB507, reSﬁectlvelﬁf. iven the dispersed base of our customers, we do not have a concentration
risk. During the Track Record Period, the revenue contributed by our five largest customers in each
year/period during the Track Record Period accounted for less than 1.5% of our total revenue.

All of our five largest customers in each year/period during the Track Record Period are
Independent Third Parties. To the best of the knowledge of our Directors, none of our Directors, their
respective associates or any Shareholder who owns more than 5% of our issued share capital had any
interest in any of our five largest customers during the Track Record Period.

PRICING

Medical fees charged by us in connection with healthcare solutions primarily consist of
consultation fees, medicine fee, processing fee and physiotherapy fee, as the case may be. Our
medical institutions, which are Designated Medical Institutions (E%E%%T%ﬁ), may only charge
medical fees within the stipulated price range in accordance with the pricing guidelines, price ceilings
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and/or cost-plus ceilings set by the relevant local healthcare administrative authorities for services and
products eligible to be paid by the national reimbursement programs, while we have the discretion to
price the remaining healthcare solutions and products, which is based on certain factors, including
public medical institutions’ pricing of similar healthcare solutions and products. We typically set
pricing range of consultation fees for physicians employed by us on the basis of their respective
qualifications and consultation fees charged by their comparable physicians in Class III Grade A
hospitals, while we typically set pricing range of consultation fees for network physicians with
reference to consultation fees charged by such physicians in VIP out-patient departments (Fr iz
#l) of comparable public medical institutions. For the prices of healthcare products that we are
entitled to set the prices at our own discretion, we typically set prices based on our procurement costs
and the market prices of the same or comparable products. In 2018, 2019, 2020 and the six months
ended June 30, 2021, our revenue derived from settlement through national reimbursement programs
accounted for 28.8%, 27.9%, 28.9% and 28.1% of our total revenue for the same periods, respectively.
As the majority of our revenue during the Track Record Period was generated from healthcare
services and products that were not covered by the national reimbursement programs, our ability to
set the prices had not been materially restricted by the pricing guidelines, price ceilings and/or
cost-plus ceilings set by the relevant local healthcare administrative authorities. The centralized
procurement management department at our headquarter regularly inspects the price lists of our
medical service network to ensure regulatory compliance.

IMPACT OF COVID-19 ON OUR BUSINESS OPERATIONS AND FINANCIAL
PERFORMANCE

Since early 2020, the outbreak and continuous spread of an infectious disease caused by a
novel coronavirus (the “COVID-19”) has materially and adversely affected the global economy. The
COVID-19 pandemic has had the following impacts on our business operations and financial
performance.

e Service and product offerings: Customers’ demand for offline healthcare solutions and
products decreased and the operations of our medical institutions and pharmacies
suspended as the government imposed control on offline business in light of the
COVID-19 pandemic. During the first four months of 2020, during which we were most
affected by COVID-19 pandemic, our offline medical institutions suspended operation for
25.4 days on average. Com;z)ared with the four months ended April 30, 2019, for the four
months ended April 30, 2020, our customer visits decreased by 35.6% and our revenue
decreased. See “Business—Outbreak and spread of COVID-19—Service and product
offerings.”

e Financial impacts: Since the outbreak of COVID-19 and up to the Latest Practicable
Date, we had incurred approximately RMB3.0 million in respect of measures in order to
prevent the transmission of COVID-19. In 2020, we actively communicated with lessors
of our leased properties and the lessors granted us rent concession of RMB3.5 million
during the COVID-19 pandemic in the same year. In addition, our employee benefit
expenses in selling and distribution expenses decreased by RMB7.3 million in 2020 as a
result of exemption of our social insurance contribution as the employer by the local
govgrnment to relieve the financial burden on enterprises during the COVID-19
pandemic.

RISK FACTORS

Our business faces risks including those set out in the section headed “Risk Factors.” As
different investors may have different interpretations and criteria when determining the significance
of a risk, you should read the section headed “Risk Factors” in its entirety before you decide to invest
in our Offer Shares. Some of the major risks that we face include:

e Misinterpretation or misapplication of or failure to identify the existing regulatory
requirements or the evolving regulatory requirements may result in non-compliance and
may materially and adversely affect our business and prospects

e If we do not compete successfully against new or existing competitors in the industries
where we operate, our business, financial condition and results of operations may be
materially and adversely affected

e If our medical service network is unable to recruit and retain a sufficient number of
qualified physicians and other medical professionals, in particular, network physicians
who contributed a vast majority of our revenue during the Track Record Period, our
business and results of operations could be materially and adversely affected

e If we fail to properly manage the employment and service of our physicians, other
medical professionals and employees, we may be subject to penalties against our medical
service network, which could materially and adversely affect our business and results of
operations

*  We have recognized a large amount of goodwill. If our goodwill was determined to be
impaired, it could adversely affect our results of operations and financial position
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OUR CONTROLLING SHAREHOLDERS

Our Controlling Shareholders include Mr. Tu and his wholly-owned investment companies
(Action Thrive, Celestial City, Dream True and Wumianshan Ltd.).

As of the Latest Practicable Date, (i) Mr. Tu, through his wholly-owned investment companies
(Celestial City and Action Thrive), controlled an aggregate of approximately 14.84% of the voting
power at general meetings of the Company; (ii) pursuant to the TZL Family Trust, Trident Trust held
(through Dream True) approximately 9.25% of the voting power at the general meetings of the
Company; and (iii) pursuant to the Voting Deeds, Mr. Tu was also interested in and controlled an
aggregate of approximately 17.22% of the voting power at general meetings of the Company. For
further details, see the section heade “History, Reorganization and orporate
Structure—Establishment of Family Trust” and “History, Reorganization and Corporate
Structure—Voting Deeds” of this prospectus. Immediately upon completion of the Global Offerin
(assuming the Over-allotment Option 1s not exercised and no Shares are issued under the Pre-IP
Share Option Plan), Mr. Tu will be deemed to control approximately 36.31% of our enlarged total
issued share capital and he (together with Action Thrive, Celestial City, Dream True and Wumianshan
Ltd.) will be considered as the Controlling Shareholders for the purpose of the Listing Rules after the
Listing.

PRE-IPO INVESTORS

We utilized most of the proceeds from the Pre-IPO Investments for the development and
operation of our principal business of our Group, including but not limited to the expansion of our
offline medical institutions, the development of our offline and online medical service network (such
as the acquisition of Bailu and the Wanjia Platform) and other general working capital purposes. Our
Pre-IPO Investors include (i) private equity funds and other professional investment companies, some
of which are highly experienced in investing in the healthcare industry, and (ii) employees, TCM
physicians and consultants of the Group and external investors (who were the vendors of our onshore
acquisition targets being acquired from in 2017 and 2018). For details, please see the section headed
“History, Reorganization and Corporate Structure—Pre-IPO Investments.”

CONTRACTUAL ARRANGEMENTS

We have entered into a series of Contractual Arrangements with the Consolidated Affiliated
Entities and their Registered Shareholders. Through our shareholdings and the Contractual
Arrangements, our Company controls the economic benefit of 100% of the equity interest in Onshore
Holdcos. For more details, see the section headed “Contractual Arrangements.” The following
diagram illustrates the flow of economic benefits from our Consolidated Affiliated Entities to our
Group under the Contractual Arrangements:

Our Company
Gushengtang
Hong Kong
Wumianshan
Healthcare Investment -y - Guangzhou Guyi
Capital Holdings b (WFOE)!"?
(WFOE)(IU) ' '
A P I ! T A T A
4.40% 65.60%“i L I Co o I ' L I L I
vy A vy : A 2 A 2
Guangzhou .
o ' Guangzhou Ningbo
Guangdong Lo Gushengtang '
o . i | Gushengtang Oncology Gushengtang
Gushengtang Lo Information ! :
: i ' | Out-patient Department Pharmacy
Technology :
30%T 100% T 100% T 100%T
Relevant Registered Re1§ vant L Relevant Registered Rel.evant
Shareholder” Registered ] Shareholders® Registered
Shareholders® Shareholders®”




SUMMARY

Notes:

(1) Guangdong Gushengtang is owned by Wumianshan Investment Holdings, Healthcare Capital and Mr. Tu as to 65.60%, 4.40% and 30%,
respectively. Healthcare Capital is wholly-owned by the Company.

(2) Guangzhou Gushengtang Information Technology is owned by Yan Jun and Zheng Xiang as to 99% and 1%, respectively.

(3) Guangzhou Gushengtang Oncology Out-patient Department is owned by Yan Jun and Zheng Xiang as to 99% and 1%, respectively.

(4) Ningbo Gushengtang Pharmacy is owned by Yan Jun and Zheng Xiang as to 99% and 1%, respectively.

(5) “—> 7 denotes direct legal ownership in the equity interest

(6) “____5 7 denotes contractual relationship
(7) “____p 7 denotes provision of technical and consultation services
@} - »  denotes payment of service fees

9 “---- ”” denotes the control by WFOEs over the Registered Shareholders and the Onshore Holdcos through (i) powers of attorney
to exercise all shareholders’ rights in the Onshore Holdcos; (ii) exclusive call options to acquire all or part of the equity interests in
the Onshore Holdcos; and (iii) equity pledges over the equity interests in the Onshore Holdcos.

(10) Wumianshan Investment Holdings and Guangzhou Guyi are mainly engaged in investment management.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountants’ Report set out in Appendix
I to this prospectus.

Consolidated Statement of Comprehensive Income Items
Six months ended

Year ended December 31, June 30,
2018 2019 2020 2020 2021
(RMB’000) (RMB’000)
(Unaudited)

Revenue.......... .. ... i 726,245 896,156 925,366 335,924 598,189
Costofsales.................. ... (433,291) (504,899) (487,876) (180,617) (330,113)
Gross profit . ........... ... ... .. ... .. ..... 292,954 391,257 437,490 155,307 268,076
Other income and gainS....................... 5,784 12,270 11,506 6,930 10,347
Selling and distribution expenses ............... (280,897) (270,331) (259,704) (113,121) (195,190)
Administrative eXpenses. . . .. ..........e.een... (68,533) (57,763) (70,386)  (20,348) (60,171)
Fair value changes of convertible redeemable

preferred share and convertible bonds ......... (102,566) (215,292) (316,194) (189,980) (340,681)
Other eXpenses ... ....ouviinne ... (14,137) (8,631) (11,136) (1,747)  (13,733)
Finance costs ..............oiiiiiirininn. (9,839) (10,337) (33,511) (12,871) (17,518)
Share of profit of an associate ................. — — 172 — 571
Loss before tax ............................. (177,234) (158,827) (241,763) (175,830) (348,299)
Income tax credit/(expense).................... 3,424 10,807 (13,565) (3,205) (1,435)
Loss for the year/period ..................... (173,810) (148,020) (255,328) (179,035) (349,734)
Income/(loss) attributable to:
Owners of the Company ...................... (172,981) (147,883) (255,749) (178,883) (349,808)
Non-controlling interests .. .................... (829) (137) 421 (152) 74
Total comprehensive income/(loss)

attributable to:
Owners of the Company ...................... (210,549) (162,109) (176,981) (194,191) (320,147)
Non-controlling interests ..................... (829) (137) 421 (152) 74

(211,378) (162,246) (176,560) (194,343) (320,073)

Non-HKFRS Measure

To supplement our historical financial information which are presented in accordance with
HKFRS, we also use adjusted net loss or profit (Non-HKFRS measure) as an additional financial
measure, which is unaudited in nature and is not required by, or presented in accordance with,
HKFRS. We believe that this non-HKFRS measure facilitates comparison of operating performance
from period to period by eliminating potential impacts of items that our management does not
consider to be recurring in nature and indicative of our operating performance. We believe that this
measure provides useful information to investors in understanding and evaluating our results of
operations in the same manner as it helps our management. However, our presentation of adjusted net
loss or profit (Non-HKFRS measure) may not be comparable to similarly titled measures presented by
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other companies. The use of this non-HKFRS measure has limitations as an analytical tool, and you
should not consider it in isolation from, or as substitute for analysis of, our results of operations or
financial condition as reported under HKFRS.

We define adjusted net loss or profit (Non-HKFRS measure) as loss for the period adjusted by
adding back fair value change on financial liabilities through profit or loss in connection with our
convertible redeemable preferred shares and convertible bonds, equity settled share-based payment,
and listing expenses. We eliminate the potential impacts of these items that our management does not
consider to be indicative of our core operating performance, as they are either non-operating or
non-recurring expenses in accordance with Guidance Letter HKEX-GL103-19 issued by the Stock
Exchange in April 2019. Our convertible redeemable preferred shares represent convertible
redeemable preferred shares issued by us arising from several rounds of pre-IPO financing which will
be converted into our Shares upon Listing and we do not expect to recognize any further loss on fair
value changes of convertible redeemable preferred shares thereafter. Our convertible bonds represent
convertible bonds, issued by us arising from Series D pre-IPO financing. All of our convertible bonds
were either converted to Series D Preferred Shares or reclassified as bonds payable. Fair value loss
on financial liabilities at fair value through profit or loss in connection with our convertible
redeemable preferred shares and convertible bonds are not costs directly relating to the generation of
revenue or normal expenses incurred in ordinary business or recurring operating expense. In addition,
the amount of fair value loss/(gain) on financial liabilities at fair value through profit or loss in
connection with our convertible redeemable preferred shares and convertible bonds was determined
based on valuations with many underlying assumptions which would change based on factors beyond
our control, varying over time and may include modifications that may not occur on a predictable
cycle, neither of which is necessarily indicative of our ongoing business performance. Equity settled
share-based payment is non-cash expense arising from vesting share options to selected executives,
employees and consultants, the amount of which may not directly correlate with the underlying
performance of our business operations, and is also affected by non-operating performance related
factors that are not closely or directly related to our business activities. In addition, share-based
compensation expenses are based on valuations with many underlying assumptions beyond our
control, varying over time and may include modifications that may not occur on a predictable cycle,
neither of which is necessarily indicative of our ongoing business performance. Further, we also
eliminated the potential impact of the one-off listing expenses that our management do not consider
to be indicative of our operating performance.

The table below reconciles our adjusted net loss or profit (Non-HKFRS measure) for the
year/period presented to the most directly comparable financial measure calculated and presented in
accordance with HKFRS:

Six months
Year ended December 31, ended June 30,
2018 2019 2020 2020 2021
(RMB’000) (RMB’000)
(Unaudited)

Reconciliation of net loss to adjusted net

(loss)/profit (Non-HKFRS measure)
Net loss for the year ......................... (173,810) (148,020) (255,328) (179,035) (349,734)
Add:
Fair value loss on financial liabilities at fair value

through profit or loss—convertible redeemable

preferred shares . ......... ... ... .. .. .. ..., 35,757 191,120 319,844 198,380 330,744
Fair value loss/(gain) on financial liabilities at fair

value through profit or loss—convertible bonds. . 66,808 24,172 (3,650) (8,400) 9,937
Equity settled share-based payment.............. 3,313 9,243 15,361 3,290 43,748
LiSting eXpenses. . ... covuvunenen e — — 8,482 — 11,216
Adjusted net (loss)/profit (Non-HKFRS measure)

(unaudited) ............... ... ... ... (67,932) 76,515 84,709 14,235 45,911
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During the Track Record Period, our financial performance fluctuated and recorded loss for
the year/period of RMB173.8 million, RMB148.0 million, RMB255.3 million, RMB179.0 million and
RMB349.7 million for the years ended December 31, 2018, 2019 and 2020 and the six months ended
June 30, 2020 and 2021, respectively. The fluctuation was primarily due to the impact of fair value
loss on convertible redeemable preferred shares and convertible bonds, equity settled share-based
payment and listing expenses. For the years ended December 31, 2018, 2019 and 2020 and the six
months ended June 30, 2020 and 2021, we recorded fair value loss of RMB35.8 million, RMB191.1
million, RMB319.8 million, RMB198.4 million and RMB330.7 million, respectively, due to the fair
value changes in our convertible redeemable preferred shares. We expect this adverse impact of fair
value changes in our convertible redeemable preferred shares to continue subsequent to the Track
Record Period until they are converted into Shares of the Company upon Listing.

We carried accumulated losses as of January 1, 2018. We recorded adjusted net loss
(Non-HKFRS measure) of RMB67.9 million in 2018, primarily as (i) our newly established or
acquired medical institutions ramped up since commencement of operations but still had relatively
low income in 2018; and (ii) some of our then existing medical institutions had relatively low income
and cannot cover their operating expenses in the same year. In order to turn around our financial
performance to achieve profitability, we implemented various measures, including: (i) our continuous
expansion through organic growth and acquisition; (ii) voluntary disposal or closure of several
under-performing medical institutions with operation constraints, in order to rationalise the allocation
of our resource and improve our overall operating efficiency; (iii) promotion of the centralized
procurement in late 2018 to enhance our bargaining power with selective suppliers to ensure quality
supplies at relatively lower cost, which improved our gross profit margin; (iv) strengthened budget
control through more closely monitoring, reporting and control. As a result, our business scale
expanded and our gross profit margin increased, thus we started to record adjusted net profit
(Non-HKFRS measure) in 2019, and our adjusted net profit (Non-HKFRS measure) experienced a
continued increase since then.

Gross Profit and Gross Profit Margin

The following table sets forth a breakdown of our gross profit and gross profit margin by
business for the years/periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021

Gross Gross Gross Gross Gross

Gross Profit Gross Profit Gross Profit Gross Profit Gross Profit

Profit Margin Profit Margin Profit Margin Profit Margin Profit Margin

(RMB’000, except percentages)
(Unaudited)

Healthcare solutions. . . . . 271,535 40.6% 374,537 43.3% 423,906 47.5% 151,001 46.2% 263,740 44.8%
Sale of healthcare products . . 21419 36.9% 16,720 55.2% 13,584 40.5% 4306 48.0% 4336 46.5%
Total . . . ........ 292,954 40.3% 391,257 43.7% 437490 41.3% 155,307 46.2% 268,076 44.8%

Our gross profit represents our revenue less cost of sales. Our cost of sales primarily include
(i) human resources costs, consisting of salaries, bonuses, share-based payments, pension and other
social security, welfare of physicians employed by us, and service fees for our network physicians;
(i1) cost of materials, representing the costs to procure pharmaceuticals for our healthcare solutions
and products; and (iii) others, mainly including decoction service and packaging expenses, outsourced
examination and inspection service expenses, cleaning expenses, logistics expenses for delivery of
pharmaceuticals and medical consumables. During the Track Record Period, our gross profit
increased primarily due to the increase in the gross profit we generated from providing healthcare
solutions, which was generally in line with the increased revenue generated from providing healthcare
solutions. For the years ended December 31, 2018, 2019 and 2020, our gross profit margin increased,
primarily due to an increase in the gross profit margin for providing healthcare solutions, mainly as
a result of the adoption of centralized procurement scheme for our operations in southern China in late
2018 and eastern China in late 2019. Our gross profit margin decreased from 46.2% for the six months
ended June 30, 2020 to 44.8% for the six months ended June 30, 2021, primarily due to a decrease
in the gross profit margin for providing healthcare solutions, which was caused by our expanding
online operations and the higher human resources costs of our online healthcare platforms. See
“Financial information—Year to Year/Period to Period Comparison of Results of Operations—Gross
Profit and Gross Profit Margin” for details of the reason for the decreased profit margin for the six
months ended June 30, 2021.
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Summary of Consolidated Statements of Financial Position

As of
As of December 31, June 30,
2018 2019 2020 2021
(RMB’000)
Trade receivables. .. ................. ... .. .... 54,100 42,345 56,576 60,328
Prepayments, other receivables and other assets. . .. 102,304 108,713 132,180 104,132
Cash and cash equivalents ..................... 92,710 138,117 249,994 486,203
Total current assets ... ....................... 358,160 386,572 610,918 728,805
Goodwill. ....... ... .. 449,341 462,633 545,110 688,615
Total non-current assets .. .................... 688,353 715,446 834,526 1,035,459
Trade and bills payables .. .................. ... 146,227 121,104 113,110 133,786
Bonds payable .......... ... ... . i 5,786 - 329,013 -
Convertible redeemable preferred shares.......... - 963,357 1,204,204 1,735,299
Total current liabilities ... .................... 377,611 1,310,824 2,038,084 2,288,767
Convertible bonds . ........................... 484,548 508,720 198,134 -
Convertible redeemable preferred shares ......... 757,611 - - -
Total non-current liabilities . . ... .............. 1,486,010 761,382 540,667 323,064
Total assets . ............. ... ... ... . ......... 1,046,513 1,102,018 1,445,444 1,764,264
Total net current liabilities ................... (19,451) (924,252) (1,427,166) (1,559,962)
Total net liabilities .......................... (817,108) (970,188) (1,133,307) (847,567)
Equity attributable to owners of the Company . . ... (818,193) (971,136)  (1,133,641) (847,975)
Non-controlling interests. ...................... 1,085 948 334 408

As of December 31, 2018, 2019 and 2020 and June 30, 2021, we recorded net current
liabilities of RMB19.5 million, RMB924.3 million, RMB1,427.2 million and RMB1,560.0 million,
respectively, and net liabilities of RMB817.1 million, RMB970.2 million, RMB1,133.3 million and
RMB847.6 million, respectively. As of September 30, 2021, we also recorded net current liabilities
of RMB1,671.1 million. The net current liabilities as of December 31, 2019 and 2020, June 30, 2021
and September 30, 2021 were primarily due to the current portion of convertible redeemable preferred
shares of RMB963.4 million, RMB1,204.2 million, RMB1,735.3 million and RMB1,826.7 million,
respectively. Our net liabilities position as of December 31, 2018, 2019 and 2020 and June 30, 2021
was also attributable to our convertible redeemable preferred shares, which amounted to RMB757.6
million, RMB963.4 million, RMB1,204.2 million and RMB1,735.3 million, respectively. Our net
current liabilities, net liabilities and net losses during the Track Record Period were to a large extent
the result of the convertible redeemable preferred shares or their fair value changes which did not
affect our profitability of regular business operations, working capital sufficiency and operating cash
flow for the same periods. Furthermore, our convertible redeemable preferred shares will be
automatically converted into our Shares upon Listing, which will improve our net profit, working
capital level and liquidity position. As a result, we expect to record net current assets and net assets
after Listing upon such conversion. For details, see “Financial Information—Net Current Liabilities”
and “Risk Factors—Risks Relating to Our Business and Industry—We recorded net current liabilities
and net liabilities during the Track Record Period and we cannot assure you that we will not have net
current liabilities in the future.” In addition, we and our Directors believe that we have sufficient
working capital to meet our present requirements and for the next 12 months following the date of this
prospectus also because (i) we had generated positive operating cash flow during the Track Record
Period, as evidenced by our net cash generated from operating activities of RMB30.8 million,
RMB132.3 million, RMB154.9 million and RMB64.3 million for the years ended 31 December 2018,
2019, 2020 and the six months ended 30 June 2021, respectively; (ii) the majority of our revenue
during the Track Record Period was generated from healthcare services and products that were not
covered by the national reimbursement programs but paid by our customers in cash, bank cards, or
online payments via third-party payment platforms in which trade receivables turnover days were
short by nature, as a result of which, we were afforded with more liquidity and had not recorded and
do not expect to record a large amount of trade receivables; and (iii) we had achieved quicker
settlement by the national reimbursement programs during the Track Record Period, as evidenced by
the fact that our trade receivables turnover days decreased from 42 days for the year ended December
31, 2018 to 19 days for the year ended December 31, 2020. In addition, our trade receivables turnover
days were 18 days for the six months ended June 30, 2021. We plan to further improve our working
capital and liquidity position through (i) cash generated from our operating activities, (ii) unused
banking facilities, and (iii) net proceeds from the Global Offering. We will continue to consider and
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ensure our working capital sufficiency before implementing any expansion plan. Based on the written
confirmation from the Company in respect of working capital sufficiency, the review of Accountants’
Report and the indebtedness statement of the Company, the conducting of financial due diligence on
the historical financial information of the Group during the Track Record Period, the review of the
relevant terms in relation to the convertible redeemable preferred shares and the convertible bonds
and the discussion with the Directors, taking into account the working capital statement and
memorandum on working capital forecast as well as the Company’s cash and cash equivalents, the
Group’s plan on improving its working capital and liquidity position as stated above, and the net
proceeds from the Global Offering, the Joint Sponsors concur with the Company’s and the Directors’
view.

Summary of Consolidated Statements of Cash Flows
The following table sets forth a summary of our cash flows for the years/periods indicated:

Year ended December 31, Six months ended June 30,
2018 2019 2020 2020 2021
(RMB’000)
(Unaudited)

Operatlng (loss)/[l)(roflt before

ch anges in working capital ....... (801) 134,064 181,362 59,258 91,578
Changes in working capital ........ 30,307 (2,162) (27,213) (37,594) (23,391)
Interest income. .................. 1,576 3,207 3,246 1,858 1,760
Income tax paid.................. (297) (2,855) (2,491) (2,491) (5,697)
Net cash flows from operating

activities . ... 30,785 132,254 154,904 21,031 64,250
Net cash flows (used in)/from

investing activities.............. (26,887) (35,376) (117,471) 19,719 11,331
Net cash flows (used in)/from

financing activities.............. (27,520) (51,794) 76,202 (37,705) 164,556
Net (decrease)/increase in cash and

cash equivalents................ (23,622) 45,084 113,635 3,045 240,137
Cash and cash equivalents at the

beginning of the year/period. .. ... 115,390 92,710 138,117 138,117 249,994
Effects of exchange rate changes on

cash and cash equivalents........ 942 323 (1,758) (1,076) (3,928)
Cash and cash equivalents at the

end of year/period ............. 92,710 138,117 249,994 140,086 486,203

Please see “Financial Information—Liquidity and Capital Resources” for details of our cash
flows.

Key Financial Ratios

The following table sets forth certain of our key financial ratios as of the dates or for the
years/periods indicated:

Six months
ended/as of
Year ended/as of December 31, June 30,
2018 2019 2020 2021
Profitability ratios
Gross profit margin............... .. .. ... ..... 40.3% 43.7% 47.3% 44.8%
Return onequity .......... ... N/A N/A N/A N/A
Return on assets. . ..., N/A N/A N/A N/A
Liquidity ratios
Current ratio. . . ..ovv e e 0.9x 0.3x 0.3x 0.3x
Quickratio......... ... ... 0.8x 0.3x 0.3x 0.3x
Capital adequacy ratio
Gearing ratio ........ ...t N/A N/A N/A N/A

During the Track Record Period, return on equity and return on assets are not meaningful,
primarily due to loss recorded during the relevant years/periods. In addition, we recorded negative
equity thus our gearing ratio during the Track Record Period was not meaningful. However, we have
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been in net cash position (namely, cash and cash equivalents exceeding total borrowings) at the end
of each year/period during the Track Record Period. Please see “Financial Information—Key
Financial Ratios” for descriptions of the calculation of the above ratios.

COMPETITION

The grand TCM healthcare industry in China has developed substantially in recent years and
has become a significant segment of China’s healthcare industry. Grand TCM healthcare market in
China consists of six components: (i) TCM diagnosis and treatment services; (ii) TCM medicine;
(iii) TCM health supplements; (iv) TCM IT infrastructures; (v) TCM health monitor devices; and
(vi) TCM diagnosis and treatment devices. We primarily operate in China’s TCM diagnosis and
treatment services segment of grand TCM healthcare industry, the market share of private healthcare
providers in which increased from 29.0% in 2015 to 41.2% in 2019, and is expected to increase to
51.2% in 2030.

According to Frost & Sullivan, there are numerous market players in the TCM diagnosis and
treatment services segment of the grand TCM healthcare industry, which makes the market highly
fragmented. Our revenue generated from healthcare solutions in 2020 was RMB892 million,
accounted for 0.3% of the entire TCM diagnosis and treatment services segment in the same year.

In addition, according to Frost & Sullivan, private TCM healthcare providers in China are
mainly out-patient departments and clinics focusing on primary care. Public TCM healthcare
providers in China are mainly comprehensive state-owned hospitals and have been dominating the
TCM diagnosis and treatment service segment with long establishment history and good reputation
among patients, sufficient physician resources and advanced medical facilities, as well as support
from local governments. Hence, we mainly compete with private TCM healthcare providers in China
in our principal businesses. We primarily compete on the following key factors: service and product
quality, brand recognition, accessibility, medical professionals network and pricing. However, we
believe we are well positioned to capitalize on the future industry growth and industry trend,
leveraging advantages gained from expanding offline healthcare service to online platforms and
connecting offline medical service network with online healthcare platforms and our market
knowledge accumulated over years of operation. See “Industry Overview” for a more detailed
discussion regarding the industries and markets where we operate.

RECENT REGULATORY DEVELOPMENT

The regulatory environment in China has been undergoing a number of recent changes and
reforms in various areas.

Regulatory Changes on Data Privacy and Protection

On June 10, 2021, the Standing Committee of the National People’s Congress passed the Data
Security Law ( (E3§E% 421%) ), which became effective on September 1, 2021. The Data Security
Law widely covers data security mechanism, obligations and liabilities and is broadly applicable to
all operators that engage in the processing of all types of data. See ‘“Regulatory
Overview—Regulations Relating to Personal Information or Data Protection” for summary on the
Data Security Law.

On July 10, 2021, the Cyberspace Administration of China published the Measures for
Cybersecurity Review (Revised Draft for Comments) ( (HI#& L 2FEMDL) (BRIHEEZECKER))
(the “Draft Cybersecurity Review Measures”). Pursuant to the Draft Cybersecurity Review
Measures, critical information infrastructure operators that purchase network products and services
and data processing operators engaging in data processing activities that affect or may affect national
security must be subject to the cybersecurity review. The Draft Cybersecurity Review Measures
further elaborate on the factors to be considered when assessing the national security risks of the
relevant activities, including, among others: (i) the risk of core data, important data, or a large amount
of personal information being stolen, leaked, destroyed, and illegally used or exited the country, and
(ii) the risk of critical information infrastructure, core data, important data, or a large amount of
personal information being affected, controlled, or maliciously used by foreign governments after
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listing abroad. However, the Draft Cybersecurity Review Measures provides no further explanation
or interpretation for “listed abroad.” Given that the expression used in the Draft Cybersecurity Review
Measures is “listing in a foreign country” rather than “offshore listing” and that Hong Kong is likely
to be considered as “offshore” rather than “foreign country,” it is not likely that a listing in Hong Kong
will be considered as “listing in a foreign country.” See “Regulatory Overview—Regulations Relating
to Internet Security” for summary on the Draft Cybersecurity Review Measures. As of the date of this
prospectus, the Draft Cybersecurity Review Measures had not come into effect and the public
comment period of the Draft Cybersecurity Review Measures ended on July 25, 2021.

On August 20, 2021, the Standing Committee of the National People’s Congress passed the
Personal Information Protection Law ( ENAG BEARFEIE) ) (the “PIPL”), which became effective
on November 1, 2021. PIPL lays out the fundamental rules for the collection, storage, use, processing,
transmission, provision, disclosure, deletion of personal information in China. The PIPL further
supplements the existing data protection regime previously established by the Cybersecurity Law
( (%% 4215) ) and the Data Security Law. See “Regulatory Overview—Regulations Relating to
Personal Information or Data Protection” for summary on the PIPL.

On October 29, 2021, the Cyberspace Administration of China published the Outbound Data
Transfer Security Assessment Measures (Draft for Comments) ( CEE H 55 % 25 HEE (Bok = R
ff)) ) (the “Draft Outbound Data Transfer Security Assessment Measures”) that outline the
security assessment process for the outbound data transfer. It references the Cybersecurity Law, the
Data Security Law, and the PIPL, and supplements the implementation of their provisions on
cross-border data transfer. The Draft Outbound Data Transfer Security Assessment Measures is open
for public comment until November 28, 2021. Considering the nature of our daily operations and the
presence of our offline and online medical service network, we will not trigger outbound data transfer
during our daily operations. We do not expect the Draft Outbound Data Transfer Security Assessment
Measures to have material impact on our daily operations in respect of the outbound data transfer. See
“Regulatory Overview—Regulations Relating to Personal Information or Data Protection” for
summary on the Draft Outbound Data Transfer Security Assessment Measures.

On November 14, 2021, the Cyberspace Administration of China published Regulations on
Cyber Data Security Management (Draft for Comments) ( {HHA& 05 % 28 PGB (EER 2 AR )
(the “Draft Regulations on Cyber Data Security Management”), which covers a wide range of
cyber data security issues and governs the use of networks to carry out data processing activities, as
well as the supervision and management of data security in the PRC. It mainly addresses issues
discussed in the context of the Cybersecurity Law, the Data Security Law and the PIPL. It sets out
general guidelines, protection of personal information, security of important data, security
management of cross-border data transfer, obligations of internet platform operators, supervision and
management, and legal liabilities. According to the Draft Regulations on Cyber Data Security
Management, data processors shall, in accordance with relevant state provisions, apply for
cybersecurity review when carrying out the following activities: (i) the merger, reorganization or
separation of internet platform operators that have acquired a large number of data resources related
to national security, economic development or public interests, which affects or could affect national
security; (ii) data processors that handle the personal information of more than one million people
intend to be listed abroad; (iii) data processors seeking to be listed in Hong Kong that affect or may
affect national security; and (iv) other data processing activities that affect or may affect national
security. However, the Draft Regulations on Cyber Data Security Management provides no further
explanation or interpretation for “affect or may affect national security,” which remains to be clarified
and elaborated by the CAC. As advised by our PRC Legal Advisors, the PRC government authorities
may have wide discretion in the interpretation for “affect or may affect national security.” If the Draft
Regulations on Cyber Data Security Management is fully implemented as-is, and we are deemed as
a data processor that “affect or may affect national security,” we may be subject to cybersecurity
review and failure to conduct such review could result in other severe penalties and/or action by the
competent government authority.
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In addition, the Draft Regulations on Cyber Data Security Management also regulates other
specific requirements in respect of the data processing activities conducted by data processors through
the internet in view of personal data protection, important data safety, cross-broader data safety
management and obligations of internet platform operators. For example, in one of the following
situations, data processors shall delete or anonymize personal information within 15 business days:
(i) the purpose of processing personal information has been achieved or the purpose of processing is
no longer needed; (ii) the storage term agreed with the users or specified in the personal information
processing rules has expired; (iii) the service has been terminated or the account has been canceled
by the individual; or (iv) unnecessary personal information or personal information unavoidably
collected due to the use of automatic data collection technology but without the consent of the
individual. For the processing of important data, specific requirements shall be complied with. For
example, processors of important data shall specify the responsible person of data safety, establish a
data safety management department and make filing to the cyberspace administration at the districted
city level within 15 business days after the identification of their important data.

Data processors processing personal information of more than one million people shall also
comply with the provisions for processing of important data stipulated in Draft Regulations on Cyber
Data Security Management for important data processors. Data processors dealing with important
data or listing overseas (including Hong Kong) should carry out an annual data security assessment
by themselves or by entrusting data security service agencies, and each year before January 31, data
security assessment report for the previous year shall be submitted to the districted city level
cyberspace administration department. When data collected and generated within the PRC are
provided by the data processors overseas, if such data includes important data, or if the relevant data
processor is a critical information infrastructure operator or processes personal information of more
than one million people, the data processor shall go through the security assessment of cross-border
data transfer organized by the national Cyberspace Administration.

See “Regulatory Overview—Regulations Relating to Internet Security” for summary on the
Draft Regulations on Cyber Data Security Management. As of the date of this prospectus, the Draft
Regulations on Cyber Data Security Management had not come into effect and the public comment
period of the Draft Regulations on Cyber Data Security Management will end on December 13, 2021.

Since the Draft Regulations on Cyber Data Security Management has been published quite
recently and some of the requirements in the Draft Regulations on Cyber Data Security Management
are subject to more specific explicit provisions or implementation standards, we are still in the process
of evaluating the applicability of the various requirements under the Draft Regulations on Cyber Data
Security Management on our business.

During the Track Record Period and up to the date of this prospectus, we had not experienced
any material data or personal information leakage or loss, infringement of data or personal
information, or information security incident, nor had we been subject to or involved in any
investigations on cybersecurity, data and personal information protection by relevant competent
regulatory authorities, or had received any official inquiry, examination, warning, interview, or similar
notice in such respect.

We, our PRC Legal Advisors and the PRC legal advisors to the Joint Sponsors are of the view
that, even if the Draft Regulations on Cyber Data Security Management becomes effective in the
current form and is applicable to us, our business operations or the Listing will not be materially and
adversely affected, on the basis that (i) as of the date of this prospectus, we had not been subject to
any material fines or administrative penalties, mandatory rectifications, or other sanctions by any
competent regulatory authorities in relation to the infringement of cybersecurity and data protection
laws and regulations; (ii) as of the date of this prospectus, there is no material leakage of data or
personal information or violation of cybersecurity and data protection and privacy laws and
regulations by us which will have a material adverse impact on our business operations; (iii) as of the
date of this prospectus, there had been no material cybersecurity and data protection incidents or
infringement upon the rights of any third parties, or other legal proceedings, administrative or
governmental proceedings, pending or, to the best of the knowledge of the Company, threatened
against or relating to the Company; (iv) as disclosed in “Business—Information Technology
Systems—Data Privacy and Protection,” we have implemented comprehensive cybersecurity and data
protection policies, procedures, and measures to ensure secured storage and transmission of data and
prevent unauthorized access or use of data; (v) we have also conducted a gap analysis with the
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assistance of our PRC Legal Advisors, and will also rectify, adjust, and optimize our data practices
in a timely manner to ensure compliance once the Draft Regulations on Cyber Data Security
Management and the Draft Measures on Cybersecurity Review come into effect. Our PRC Legal
Advisors do not foresee any material impediment for the Group to take measures for compliance with
Draft Regulations on Cyber Data Security Management and Draft Cybersecurity Review Measures;
and (vi) to mitigate the potential impact of any such regulatory changes, we will pay close attention
to the legislative and regulatory development in cybersecurity and data protection, maintain ongoing
dialogue with relevant government authorities and consult the relevant government authorities as
necessary and in due course, we will also rectify, adjust, and optimize our data practices in a timely
manner to keep pace with regulatory development. Should the Draft Regulations on Cyber Data
Security Management and Draft Cybersecurity Review Measures become effective, we will seek
guidance from the relevant regulatory authorities to ensure measures adopted by us are appropriate.
However, our PRC Legal Advisors cannot preclude the possibility that new rules or regulations
promulgated in the future will impose additional compliance requirements on us.

Furthermore, based on the facts that the Draft Regulations on Cyber Data Security
Management has not been formally adopted and is subject to further guidance, and we have not been
involved in any investigations on cyber security review made by the CAC on such basis and nor have
we received any inquiry, notice, warning, or sanctions in such respect, after consulting with our PRC
Legal Advisors, our Directors are of the view that such regulation does not have a material adverse
impact on our business operations and financial performance as of the date of this prospectus, and will
not affect our compliance with laws and regulations in any material aspects as of the date of this
prospectus. As the Draft Regulations on Cyber Data Security Management has yet to be effective, the
regulation will not have any imminent material impacts on the listing.

As of the date of this prospectus, we have not received any cybersecurity, data security and
personal data protection related enquiries from any competent PRC regulatory authorities. Our PRC
Legal Advisors and Directors are of the view that we are in material compliance with the existing PRC
laws and regulations on cybersecurity, data security and personal data protection, and the existing
laws and regulations in cybersecurity, data security and personal data protection will not have a
material adverse impact on our business operations and the listing plan on the Stock Exchange. On
the basis of the PRC Legal Advisors’ view and the due diligence with the management of the
Company, nothing has come to the attention of the Joint Sponsors which would cause them to disagree
with the reasonableness of the Directors’ views that the existing PRC laws and regulations in
cybersecurity, data security and personal data protection mentioned above will not have a material
adverse impact on the Company’s business operations and the listing plan on the Stock Exchange. As
there might be newly issued explanations or implementation rules on the existing regulations, laws
and opinions or the draft measures mentioned above might become effective, we will actively monitor
future regulatory and policy changes to ensure strict compliance with all applicable laws and
regulations.

See “Risk Factors—Risks Relating to Our Business and Industry—Our business generates and
possesses a large amount of customers’ personal and medical information, and the improper
collection, storage, use or disclosure of such information could materially and adversely affect our
business and reputation” for the associated risks. See “Business—Information Technology
Systems—Data Privacy and Protection” for details on the impact of the above laws and regulations
on our business operations and our measures to ensure data privacy and protection.

Regulatory Changes on Online Healthcare Services

On October 26, 2021, the NHC published the Regulations for the Supervision of Internet
Diagnosis and Treatment (Draft for Comments) ( (HIEFHZHEE B AMAIBORE ZHR)) ) (the
“October 26 Draft”), which aims to standardize online diagnosis and treatment activities and
reinforce the construction of online diagnosis and treatment supervision system. The October 26 Draft
specifies the Internet hospitals’ obligation to (i) effectively connect with provincial internet medical
service supervision platform and conform to the interface requirements stipulated thereto; (ii) conduct
real-name authentication of physicians for ensuring the legal qualifications thereof; (iii) collect
former diagnosed medical records as the prerequisites for follow-up consultation and diagnosis; and
(iv) establish a patient safety adverse event reporting system with a specialized department for
effective implementation.
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As advised by our PRC Legal Advisors, our online healthcare platforms have not been subject
to any regulatory actions or inspections by the competent government authority in connection with the
provision of online healthcare services during the Track Record Period, which has been confirmed by
the relevant government authority. Our Directors confirm that our online healthcare platforms have
not been subject to any regulatory actions or inspections by the competent government authority in
connection with the provision of online healthcare services subsequent to June 30, 2021 and up to the
date of this prospectus. We do not expect that the October 26 Draft will have a material impact on our
business based on the following:

(i) The October 26 Draft specifies the Measures for the Administration of Internet Diagnosis
and Treatment (Trial) ( CHBFHEZREHILEGEUT)) ) and the Measures for the
Administration of Internet Hospitals (Trial) ( CHIEGAEBEE FPHEGIT)) ) rather
than sets up any new administrative approvals or compliance requirements. In addition,
we have taken relevant measures as below to fulfill the requirements of Health
Commission of Guangdong Province (W& #iEf#FEZ B ) and will continuously
optimize these measures based on the October 26 Draft.

(i) In terms of the management of medical institutions, we have systematically connected
with the Internet Medical Service Supervision Platform of Guangdong Province (% ##
B EIRES BE 4 F ), and formulated relevant management systems, including
patient safety adverse event reporting system, medical staff training and assessment
system, patient informed consent system, prescription management system and electronic
medical record management system.

(iii) In terms of personnel management, we have conducted real-name authentication of
physicians to ensure the legal qualifications thereof, and we have also shared physicians’
relevant information with the Internet Medical Service Supervision Platform of
Guangdong Province. In addition, the physicians who provide consultation and diagnosis
service on our online healthcare platforms have completed multi-site practicing
registration as well, and we will ensure continued compliance with the requirements set
out in the October 26 Draft and other regulations regarding multi-site practicing.

(iv) In terms of the management of online healthcare services, we ask our customers to
provide clearly diagnosed medical records to ensure that they meet the prerequisites for
follow-up consultation and diagnosis, and our customer’s medical data will be stored for
no less than 15 years.

(v) In terms of quality and safety management, we have established a patient safety adverse
event reporting system and formulated a specialized department to be responsible for the
implementation of the above system. In addition, we have established corresponding
systems such as network security, personal information protection and data use
management. See “Business—Information Technology Systems—Data Privacy and
Protection.”

Despite the above measures that we have taken, as the October 26 Draft was newly published
for public comments, it is uncertain to estimate its specific impact on our business and compliance
status. We cannot assure that our business operations are in full compliance with such regulations and
authorities’ requirements in all aspects. If any non-compliance is raised by relevant authorities and
determined against us, we may be subject to fines and other penalties. See “Risk Factors—Risks
Relating to Our Business and Industry—Misinterpretation or misapplication of or failure to identify
the existing regulatory requirements or the evolving regulatory requirements, may result in
non-compliance and may materially and adversely affect our business and prospects.”

Our Directors are of the view that recent regulatory changes and development on data privacy
and protection and online healthcare services are not expected to have any material adverse effect on
the Group’s compliance status, business operation and financial performance, based on the above
analysis and the measures we have taken to mitigate the potential impact of such regulatory changes.
Based on the advice and view of our PRC Legal Advisors and interview with the Directors and the
senior management of the Company, nothing has come to the attention of the Joint Sponsors which
has caused them to disagree with the views of the Directors.
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As of the date of this prospectus, we have not received any enquiries, comments, instructions,
guidance or other concerns from any PRC government authorities, including the CSRC, with respect
to our listing plan on the Stock Exchange or our Contractual Arrangements, nor have we been
involved in discussions, interviews or requests to be interviewed by any PRC government authorities
in relation to the recent regulatory developments.

COMPLIANCE AND LEGAL PROCEEDINGS

During the Track Record Period and up to the Latest Practicable Date, we were not involved
in any non-compliance incidents that are systemic or have a material adverse effect on our business,
financial condition or results of operations. During the same time period, we encountered the
non-compliance incident in connection with failure to file fire safety filing for certain leased
properties. For details, see “Business—Compliance and Legal Proceedings—Compliance—Failure to
Complete the Fire Safety Filing for Certain Leased Properties.” During the Track Record Period and
up to the Latest Practicable Date, we had not been imposed any material administrative penalties by
the relevant government authorities. Except as disclosed in this prospectus, as advised by our PRC
Legal Advisors, we complied with the laws and regulations of the PRC applicable to us in all material
aspects during the Track Record Period and up to the Latest Practicable Date.

As of the Latest Practicable Date, we were not a party to any ongoing material litigation,
arbitration or administrative proceedings, and we were not aware of any claims or proceedings
contemplated by government authorities or third parties which would materially and adversely affect
our business. Our Directors are not involved in any actual or threatened material claims or litigation.

During the Track Record Period and up to the Latest Practicable Date, we did not experience
any medical disputes that could cause a material adverse effect on our business, financial condition
or results of operations. For details of the medical disputes resolved and settled by us during the Track
Record Period and up to the Latest Practicable Date, see “Business—Compliance and Legal
Proceedings—Legal Proceedings—Medical Disputes.” During the Track Record Period and up to the
Latest Practicable Date, none of the physicians and other medical professionals practicing at our
medical service network was involved in any disciplinary proceedings or otherwise determined to be
liable for medical incidents. As of the Latest Practicable Date, we did not have any unresolved
medical disputes.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE
Recent Business Development

Recently since late May 2021, there has been a resurgence of COVID-19 cases in certain parts
of the PRC such as Jiangsu and Guangdong. During this wave of COVID-19 outbreak, we
experienced a decrease of approximately 21% in the customer visits to our medical institutions in
Guangzhou in June and July 2021 and a decrease of approximately 45% in the customer visits to our
medical institutions in Nanjing in August 2021, as compared with that of the same time period of
2020. We closely monitor the indicators for any further waves of COVID-19 outbreaks and
proactively take anti-transmission measures in our medical institutions in a timely manner. See
“Financial information—Recent Developments and No Material Adverse Change—Recent Business
Development” for details on the recent outbreak of COVID-19 and relevant quantitative impact on our
medical institutions. Subsequent to June 30, 2021 and up to September 30, 2021, we recorded
increased customer visits, revenue and gross profit from July to September 2021 as compared with the
same time periods of 2020, while our gross profit margin remained relatively stable.

Expected Net Losses for the Year Ending December 31, 2021

We expect to have substantial increase in net loss for the year ending December 31, 2021
mainly due to (i) the expected fair value loss of convertible redeemable preferred shares, (ii) the
equity settled share-based payment expenses with respect to the share options under the Pre-IPO
Share Option Plan, (iii) the expected increase in selling and distribution expenses and administrative
expenses due to the listing expenses incurred and to be incurred in the year ending December 31,
2021, and (iv) the expected decrease in the gross profit margin for healthcare solutions in the year
ending December 31, 2021 mainly due to our expanding online operations and the higher human
resources costs of our online healthcare platforms. Considering the Offer Price range, we expect the
fair value of our convertible redeemable preferred shares may continue to increase, and thus we may
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continue to record fair value loss on our convertible redeemable preference shares. Our convertible
redeemable preferred shares will be automatically converted into our Shares upon Listing and we do
not expect to recognize any further loss or gain on fair value changes from convertible redeemable
preferred shares thereafter.

No Material Adverse Change

After performing sufficient due diligence work which our Directors consider appropriate and
after due and careful consideration, our Directors confirm that, up to the date of this prospectus,
except for the above mentioned expected net loss for the year ending December 31, 2021, subsequent
to the Track Record Period and up to the date of this prospectus, there were no material changes to
our business model and the general economic and regulatory environment in which we operate, there
has been no material adverse change in our financial or trading position or prospects since June 30,
2021, being the date of the latest audited consolidated financial position of our Group as set out in
the Accountants’ Report in Appendix I to this prospectus up to the date of this prospectus.

OFFERING STATISTICS

All statistics in this table are based on the assumption that the Over-allotment Option is not
exercised.
Based on an Offer Price of Based on an Offer Price of

HK$25.80 HK$29.00
Market capitalisation of the Shares™ ...... ... ........ HK$5,944 million HK$6,681 million
Unaudited pro forma adjusted consolidated net tangible
assets per Share™® ... ... .. ... ... L. HK$3.58 HK$3.95
Notes:

(1) The calculation of market capitalisation is based on the assumption that 230,396,458 Shares will be in issue immediately following the
completion of the Global Offering (assuming the Over-allotment Option is not exercised), including 27,878,000 Shares to be issued
pursuant to the Global Offering.

(2) Please see “Appendix II—Unaudited Pro Forma Financial Information” for further details regarding the assumptions used and the
calculations method.

LISTING EXPENSES

Our listing expenses mainly include underwriting commissions, professional fees paid to legal
advisers, the Reporting Accountants and other professional parties for their services rendered in
relation to the Listing and the Global Offering. The estimated total listing expenses for the Global
Offering are approximately HK$100.7 million (RMB82.6 million) (comprising HK$41.2 million
underwriting-related expenses, HK$28.4 million fees and expenses of legal advisors and accountants,
HK$4.7 million sponsor fees and HK$26.4 million other fees and expenses), representing
approximately 13.2% of the gross proceeds, based on the mid-point of our indicative price range for
the Global Offering and assuming that the Over-allotment Option is not exercised. During the Track
Record Period, we incurred listing expenses in aggregate of HK$32.3 million (RMB26.5 million), of
which HK$24.0 million (RMB19.7 million) was charged to the consolidated statements of profit or
loss as other expenses and HK$8.3 million (RMB6.8 million) was capitalized in the consolidated
statements of financial position as of June 30, 2021 to be charged against equity upon successful
Listing. We expect to incur additional listing expenses of approximately HK$68.4 million (RMB56.1
million), of which approximately HK$26.6 million (RMB21.8 million) is expected to be recognized
as other expenses and approximately HK$41.8 million (RMB31.3 million) is expected to be
recognized as a deduction in equity directly upon the Listing.

DIVIDENDS

No dividend has been proposed, paid or declared by our Company or by any of the subsidiaries
of our Group during the Track Record Period. We do not have a formal dividend policy or a fixed
dividend payout ratio.

Subject to the Cayman Companies Act, through a general meeting, we may declare dividends,
but no dividend may be declared unless out of either profit or share premium account and no dividend
shall exceed the amount recommended by our Board. Any declaration of dividends will be at the
absolute discretion of our Directors and will depend on our future operations and earnings, capital
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SUMMARY

requirements and surplus, general financial conditions, contractual restrictions and other factors that
our Directors consider relevant. Our Board may also from time to time declare interim dividends as
it deems fit. We cannot guarantee in what form dividends will be paid in the future.

We would distribute dividends to our shareholders, mainly through our share premium and
retained profits, in the future. As we are a holding company, our ability to declare and pay dividends
will also depend on the availability of funding received from group companies in the PRC and Hong
Kong. We expect our main source of funding for dividend distribution in the future will be settlements
from our group companies in the PRC and Hong Kong with respect to their outstanding balances due
to our holding company. Alternatively, we might rely on any dividends distributed by our PRC
subsidiaries to some extent. Any dividend distributions from our PRC subsidiaries to us will be
subject to PRC withholding tax. In addition, regulations in the PRC currently permit payment of
dividends of a PRC company only out of accumulated distributable after-tax profits as determined in
accordance with its articles of association and the accounting standards and regulations in the PRC.
Distributions of dividends or settlements from our subsidiaries may also be restricted if they incur
debt or losses or in accordance with any restrictive covenants in bank credit facilities or other
agreements that we or our subsidiaries may enter into in the future.

USE OF PROCEEDS

We estimate the net proceeds of the Global Offering which we will receive, assuming an Offer
Price of HK$27.40 per Offer Share (being the mid-point of the Offer Price range stated in this
prospectus), will be approximately HK$663.1 million, after deduction of underwriting fees and
commissions and estimated expenses payable by us in connection with the Global Offering and
assuming the Over-allotment Option is not exercised.

We intend to use the net proceeds of the Global Offering for the following purposes:

Approximately Percentage of Net

HKS$ in millions Proceeds Future Plans

462.6 69.8% To expand our offline and online operations and enhance the
integration between them

64.0 9.6% To enhance our research and development capabilities, including the
research and development of in-hospital preparation and TCM solution
packages

64.0 9.6% To strengthen our supply chain capability, including upgrading our

existing decocting centers and establishing new decocting centers
according to our business expansion and setting up our own GMP
facility in mid to long term based on business needs

32.8 4.9% For marketing and branding activities

39.8 6.0% For working capital and general corporate purposes

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the listing of, and permission to deal in, our Shares
in issue (including the shares on conversion of the Preferred Shares), to be issued pursuant to the
Global Offering (including the Shares which may be issued pursuant to the exercise of the
Over-allotment Option) and the Shares to be issued under the Pre-IPO Share Option Plan. Such
application has been made on the basis that, among other things, we satisfy the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules with reference to (i) our revenue
for the year ended December 31, 2020, being RMB925.4 million (equivalent to HK$1,127.9 million),
which is over HK$500 million and (ii) our expected market capitalization at the time of Listing,
which, based on the low-end of the indicative Offer Price range, exceeds HK$4 billion.
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DEFINITIONS

have the following meanings.

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

“Accountants’ Report”

“Action Thrive”

“Articles” or “Articles of
Association”

“Asia Ventures 1T

“associate(s)”
“Audit Committee”

“Bailu”

“Blue Ocean”

“Board” or “Board of Directors”

“Business Day” or “business
day77

“BVI”

“CAC” or “Cyberspace
Administration”

the report of the Reporting Accountants dated November 30,
2021, the text of which is set out in Appendix I to this prospectus

Action Thrive Group Limited, a BVI business company with
limited liability incorporated under the laws of BVI on
November 5, 2020 which is indirectly wholly owned by Mr. Tu,
and one of our Controlling Shareholders

the amended and restated articles of association of our Company
conditionally adopted on November 16, 2021 which will
become effective upon the Listing Date, as amended from time
to time, a summary of which is set out in Appendix III to this
prospectus

Asia Ventures III L.P., one of our Pre-IPO Investors, details of
which are set out in “History, Reorganization and Corporate
Structure”

has the meaning ascribed thereto under the Listing Rules
the audit committee of the Board

an online healthcare platform acquired by us from Nanjing
Gongzhan (an Independent Third Party) and Zheng Xiang (who
is currently a member of the senior management (vice president)
of the Company and is not a connected person of the Company)
on October 1, 2020, previously operated by the subsidiary of
Nanjing Gongzhan and currently operated by our Group after
the acquisition

Guangzhou Blue Ocean Pharmaceutical Co., Ltd. (J&/JH % i &
84 [R /3 F), a limited liability company established in the PRC
on April 22, 2011 and a subsidiary of our Company

our board of Directors

a day on which banks in Hong Kong are generally open for
normal banking business to the public and which is not a
Saturday, Sunday, or public holiday in Hong Kong

the British Virgin Islands

Cyberspace Administration of China (B & B #F B HFA %)
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DEFINITIONS

“CAGR”

“Cayman Companies Act” or

“Companies Act”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

“CCASS Investor Participant(s)”

“CCASS Operational Procedures”

“CCASS Participant(s)”

compound annual growth rate

the Companies Act (2021 Revision) of the Cayman Islands, as
amended, supplemented or otherwise modified from time to
time

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

the application for the Hong Kong Offer Shares to be issued in
the name of HKSCC Nominees and deposited directly into
CCASS to be credited to your or a designated CCASS
Participant’s stock account through causing HKSCC Nominees
to apply on your behalf, including by (i) instructing your broker
or custodian who is a CCASS Clearing Participant or a CCASS
Custodian Participant to give electronic application
instructions via CCASS terminals to apply for the Hong Kong
Offer Shares on your behalf, or (ii) if you are an existing
CCASS Investor Participant, giving electronic application
instructions  through the CCASS Internet system
(https://ip.ccass.com) or through the CCASS phone system
(using the procedures in HKSCC’s “An Operating Guide for
Investor Participants” in effect from time to time). HKSCC can
also input electronic application instructions for CCASS
Investor Participants through HKSCC’s Customer Service
Centre by completing an input request

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

the operational procedures of HKSCC in relation to CCASS,
containing the practices, procedures and administrative
requirements relating to the operation and functions of CCASS,
as from time to time in force

a CCASS Clearing Participant(s), a CCASS Custodian
Participant(s) or a CCASS Investor Participant(s)
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DEFINITIONS

“Celestial City”

“CGU”

“China” or “PRC”

“Chongqing Jinpu”

“Chongqing Jinpu Convertible
Loans”

“close associate(s)”
“Co-Lead Manager”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

’

“Company” or “our Company’
or “the Company”

“connected person(s)”

“connected transaction(s)”

“Consolidated Affiliated Entities”

Celestial City Investments Limited, a BVI business company
with limited liability incorporated under the laws of BVI on
November 9, 2020 which is indirectly wholly owned by Mr. Tu,
and one of our Controlling Shareholders

cash-generating unit

the People’s Republic of China, but for the purpose of this
prospectus and for geographical reference only, except where
the context requires, references in this prospectus to “China”
and the “PRC” do not apply to Hong Kong, Macau and Taiwan

Chongqing GP Health Service Investment Fund LLP (B 4 Vi
TR R IR SR G R B B B ARG H)), one of
our Pre-IPO Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

The convertible loans in the principal amount of RMBI150
million pursuant to the convertible loans investment agreement
dated May 22, 2017

has the meaning ascribed thereto under the Listing Rules
Sinomax Securities Limited

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

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

GUSHENGTANG HOLDINGS LIMITED ([ A & A BR A
A]) (formerly known as Gushengtang (Cayman) Ltd.), an
exempted company with limited liability incorporated under the
laws of the Cayman Islands on May 8, 2014

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

the entities that we control through the Contractual
Arrangements, namely our Onshore Holdcos and their
respective subsidiaries
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DEFINITIONS

“Contractual Arrangements”

“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Governance Code”

“COVID-19”

“CPC Central Committee”

“CSRC”

“Director(s)”

“Dream True”

“EIT”

“ERVC Healthcare”

“Exchange Participant(s)”

“Extreme Conditions”

“Foreign Investment Catalog”

the series of contractual arrangements entered into by and
among the WFOEs, the Consolidated Affiliated Entities and
their Registered Shareholders, as further described in the section
headed “Contractual Arrangements”

has the meaning ascribed thereto under the Listing Rules and,
unless the context otherwise requires, refers to Mr. Tu, Action
Thrive, Celestial City, Dream True and Wumianshan Ltd.

has the meaning ascribed thereto under the Listing Rules

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

an infectious disease caused by the SARS-CoV-2 virus

the CEP'[I‘&] Committee of the Communist Party of China (P
HEM P REEE)

%in%Securities Regulatory Commission (78075 7 B 4 2
2

director(s) of our Company

Dream True Limited, a BVI business company with limited
liability incorporated under the laws of BVI on February 9, 2021
and wholly owned by the Trident Trust pursuant to the TZL
Family Trust, and one of our Controlling Shareholders

enterprise income tax in the PRC

ERVC Healthcare 1V, L.P., one of our Pre-IPO Investors, details
of which are set out in “History, Reorganization and Corporate
Structure”

a person: (a) who, in accordance with the Listing Rules, may
trade on or through the Stock Exchange; and (b) whose name is
entered in a list, register or roll kept by the Stock Exchange as
a person who may trade on or through the Stock Exchange

extreme conditions caused by a super typhoon as announced by
the government of Hong Kong

Catalog for the Guidance of Encouraged Foreign Investment
Industries (Revised in 2020) ( <5/} ﬁ?&%é%ﬁﬁ(zozo
4FAEET)) ), promulgated and amended by the MOFCOM and
the NDRC on December 27, 2020
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“Foreign Investment Law”
or “FIL”

“F-Prime Capital”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Fuzhou Xiulichun”

“GDP”

“General Rules of CCASS”

4GGFA”
“Global Offering”

“GP SOE”

“GREEN Application Form(s)”

LR T3

“Group”, “our Group”,

G

“the Group”, “we”, or “us”

“Guangdong Gushengtang”

the Foreign Investment Law of the PRC ( 1% A\ R ILANEH 5
P &%) ), as amended and adopted by the National People’s
Congress on March 15, 2020 and effective on January 1, 2020

F-Prime Capital Partners Healthcare Fund IV LP (formerly
known as Beacon Bioventures Fund IV Limited Partnership),
one of our Pre-IPO Investors, details of which are set out in
“History, Reorganization and Corporate Structure”

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a global
market research and consulting company and an Independent
Third Party

an independent industry report commissioned by us and
prepared by Frost & Sullivan for the purpose of this prospectus

Fuzhou Xiulichun TCM Out-patient Co., Ltd. (& #H B & o &
%2 A FR/2 ), a limited liability company established in the
PRC on March 9, 2018 and a subsidiary of our Company

gross domestic product

the terms and conditions regulating the use of CCASS, as may
be amended or modified from time to time and where the
context so permits, shall include the CCASS Operational
Procedures

gross floor area
the Hong Kong Public Offering and the International Offering

GP SOE Reform Capital Limited, one of our Pre-IPO Investors,
details of which are set out in “History, Reorganization and
Corporate Structure”

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

our Company, our subsidiaries and Controlled Affiliated Entities
controlled by us through contractual arrangements at the
relevant time or, where the context so requires, in respect of the
period before our Company became the holding company of our
present subsidiaries, the business operated by such subsidiaries
or their predecessors (as the case may be)

Guangdong Gushengtang TCM Health Technology Co., Ltd. (J&
HRE AR b R A (@R R R A RN F)), a limited liability
company established in the PRC on September 13, 2010 and a
subsidiary of our Company
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“Guangzhou Bailitiaoyi”

“Guangzhou Dayi”

“Guangzhou Gushengtang”

“Guangzhou Gushengtang

Information Technology”

“Guangzhou Gushengtang
Oncology Out-patient
Department”

“Guangzhou Guyi”

“Guangzhou Haizhu”

“Guangzhou Lingnan”

“Guangzhou Liwan”

“Guangzhou Tianhe”

Guangzhou Bailitiaoyi Consultancy Co., Ltd. (& JH A& #EHk— 5
w4 B2 7), a limited liability company established in the PRC
on July 13, 2018 and a subsidiary of our Company

Guangzhou Dayi Information Technology Co., Ltd. (&M %5
& BB A BR A, a limited liability company established in
the PRC on April 25, 2018 and a subsidiary of our Company

Guangzhou Gushengtang Healthcare Medical Investment Co.,
Ltd. (B [ AR 2 B R MR G A BRA A)), a limited liability
company established in the PRC on August 18, 2017

Guangzhou Gushengtang Information Technology Co., Ltd. (&
PN [ A A5 BT A BRA 7)) (formerly known as Guangzhou
Gushengtang Internet Hospital Co., Ltd. (J& M [ A= 5 5 5 4
KA B2 7)), a limited liability company established in the
PRC on August 18, 2017 and a subsidiary of our Company

Guangzhou Gushengtang TCM  Oncology  Out-patient
Department Co., Ltd. (&M & A5 4 o 8 R 2R} P92 30 A R
/3 H]), a limited liability company established in the PRC on
July 18, 2016 and a subsidiary of our Company

Guangzhou Guyi Investment Holding Company Limited (/% |
s G A RAF), a  limited liability —company
established in the PRC on April 22, 2020 and a subsidiary of our
Company

Guangzhou Haizhu District Gushengtang TCM Out-patient
Department Co., Ltd. (5 J 71 2k i [ A5 52 o 55 P2 B A BR A
7)), a limited liability company established in the PRC on July
23, 2015 and a subsidiary of our Company

Guangzhou Gushengtang Lingnan TCM Hospital Co., Ltd. (J&
T [ AR A e o R A PR A7), a limited liability company
established in the PRC on September 15, 2015 and a subsidiary
of our Company

Guangzhou Liwan District Gushengtang Medical Care Station
Co., Ltd.  (BEIM T 7 i I 6] A 2 SR Rl A RN R, a
limited liability company established in the PRC on July 20,
2020 and a subsidiary of our Company

Guangzhou Tianhe District Gushengtang Healthcare Out-patient
Department Co., Ltd. (J# I [ [ A B PR 3 R A
A]), a limited liability company established in the PRC on
March 25, 2014 and a subsidiary of our Company
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“Guangzhou Xinling”

“Guangzhou Yijia No. 17

“Guangzhou Yijia No. 2”

“Guangzhou Yuexiu”

“Guangzhou Zeyitong”

“Gushengtang Food Trade”

]

“Gushengtang Hong Kong’

“Healthcare Capital”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKSCC’s Customer Service
Centre”

Guangzhou Xinling Gaoyi Investment Center (Limited
Partnership) (EMEHEEREFLEREE)), a limited
liability partnership established in the PRC on March 2, 2016

Guangzhou Gusheng Yijia No. 1 Healthcare Investment
Partnership (Limited Partnership) (& [ 4= 58 K — SE @ R &
EWBFECERE)), a limited partnership established in the
PRC on October 25, 2017

Guangzhou Gusheng Yijia No. 2 Healthcare Investment
Partnership (Limited Partnership) (& M [E 4= B R 5@ RIE
GEREEERER)), a limited partnership established in the
PRC on October 25, 2017

Guangzhou Yuexiu Gushengtang Health Services Care Station
Co., Ltd. (JBMBETS [ A w e A IR s PR A IR A7), a
limited liability company established in the PRC on July 15,
2020 and a subsidiary of our Company

Guangzhou Zeyitong TCM Co., Ltd. (/#5580 th 484 fRA
A]), a limited liability company established in the PRC on July
19, 2019 and a subsidiary of our Company

Gushengtang (Guangzhou) Food Trade Co., Ltd. (&4 % (& M)
B A BRZA ), a limited liability company established in
the PRC on January 5, 2021 and a subsidiary of our Company

Gushengtang Hong Kong Limited (&4 &#ARAF]), a
private company limited by shares incorporated under the laws
of Hong Kong on May 30, 2014

Healthcare Capital Limited, a private company limited by shares
incorporated under the laws of Hong Kong on January 9, 2020

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name, submitted online through the IPO App or
the designated website at www.hkeipo.hk

the HK eIPO White Form service provider designated by our
Company as specified in the IPO App or on the designated
website at www.hkeipo.hk

the customer service centre of Hong Kong Securities Clearing
Company Limited, located at 1/F, One & Two Exchange Square,
8 Connaught Place, Central, Hong Kong
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DEFINITIONS

“HK$” or “HKD” or
“Hong Kong Dollars”

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“holding company(ies)”
“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Hua Jinming Convertible
Loans”

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchange and Clearing
Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

has the meaning ascribed thereto under the Listing Rules
the Hong Kong Special Administrative Region of the PRC

the 2,787,800 Shares being initially offered by our Company for
subscription at the Offer Price pursuant to the Hong Kong Public
Offering, subject to reallocation as described in the section
headed “Structure of the Global Offering”

the offer for subscription of the Hong Kong Offer Shares to the
public in Hong Kong (subject to reallocation as described in the
section headed “Structure of the Global Offering”) at the Offer
Price (plus brokerage of 1%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%) on the terms and
conditions described in this prospectus

Tricor Investor Services Limited

the underwriters of the Hong Kong Public Offering listed in the
section headed “Underwriting—Hong Kong Underwriters”

the underwriting agreement dated November 29, 2021, relating
to the Hong Kong Public Offering and entered into by, among
others, our Company, the Joint Representatives, the Joint Global
Coordinators, ICBC International Capital Limited and the
Hong Kong Underwriters, as further described in the section
headed ““Underwriting—Underwriting Arrangements and
Expenses—Hong Kong Public Offering”

the convertible loans in the principal amount of RMB10 million
pursuant to the convertible loans investment agreement dated
January 24, 2017
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DEFINITIONS

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“IPO App”

“Joint Bookrunners”

“Joint Global Coordinators”

an individual or a company which, to the best of our Director’s
knowledge, information, and belief, having made all reasonable
enquiries, is not a connected person of our Company within the
meaning of the Listing Rules

the 25,090,200 Shares being initially offered by our Company
for subscription at the Offer Price pursuant to the International
Offering together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the exercise
of the Over-allotment Option, subject to reallocation as
described in the section headed “Structure of the Global
Offering”

the conditional offering of the International Offer Shares by the
International Underwriters with professional, institutional, and
other investors by the International Underwriters on behalf of
our Company as described in the section headed “Structure of
the Global Offering”

the underwriters of the International Offering

the international underwriting agreement relating to
the International Offering, which is expected to be entered
into by, among others, our Company, the Joint Representatives,
the Joint Global Coordinators, ICBC International Capital
Limited and the International Underwriters on or about
December 3, 2021, as further described in the section headed
“Underwriting—Underwriting Arrangements and
Expenses—The International Offering”

the mobile application for the HK eIPO White Form service
which can be downloaded by searching “IPO App” in App Store
or Google Play or downloaded at www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp

Merrill Lynch (Asia Pacific) Limited, Haitong International
Securities Company Limited, China International Capital
Corporation Hong Kong Securities Limited, GF Securities
(Hong Kong) Brokerage Limited and ICBC International
Capital Limited

Merrill Lynch (Asia Pacific) Limited, Haitong International
Securities Company Limited, China International Capital
Corporation Hong Kong Securities Limited and GF Securities
(Hong Kong) Brokerage Limited
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DEFINITIONS

“Joint Lead Managers”

“Joint Representatives”

“Joint Sponsors”

“LAT”

“Latest Practicable Date”

“Lianjiang Xiulichun”

“Lingnan Dongshan”

“Listing”

“Listing Committee”

“Listing Date”

Merrill Lynch (Asia Pacific) Limited, Haitong International
Securities Company Limited, China International Capital
Corporation Hong Kong Securities Limited, GF Securities
(Hong Kong) Brokerage Limited, ICBC International Securities
Limited and Futu Securities International (Hong Kong) Limited

Merrill Lynch (Asia Pacific) Limited and Haitong International
Securities Company Limited

Merrill Lynch (Asia Pacific) Limited and Haitong International
Capital Limited

land appreciation tax (THUMG{EBL), as defined in the
Provisional Regulations of the People’s Republic of China on
Land Appreciation Tax ( <3 A R A0 B + #b3 (B 1715
1) ) and the Detailed Implementation Rules on the Provisional
Regulations of the People’s Republic of China on Land
Appreciation Tax ( <+ 3E A RALFNER + M3 (E B AT ) B
TR )

November 20, 2021, being the latest practicable date for the
purpose of ascertaining certain information contained in this
prospectus prior to its publication

Lianjiang Gushengtang Out-patient Department Co., Ltd. (7L
A4 2 A R/A ],  formerly known as Lianjiang
Xiulichuntang Outpatient Department Co., Ltd. (ZE 7T L %4
M2 # A FR/A 7)), a limited liability company established in
the PRC on June 10, 2020 and a subsidiary of our Company

Guangzhou Gushengtang Lingnan TCM Hospital Co., Ltd.
Dongshan Out-patient Department (& JH 7 & A= 25 48 5 H 58 i
H IR A H P72 #8), established in the PRC on September
22, 2015 and a branch of Guangzhou Lingnan

the listing of the Shares on the Main Board

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

the date, expected to be on or about December 10, 2021, on
which the Shares are listed on the Stock Exchange and from
which dealings in the Shares are permitted to commence on the
Stock Exchange
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DEFINITIONS

“Listing Rules”

“Long Hill Capital”

“Long Hill Capital GST”

“Long Hill Capital Plus”

“M&A Rules”

“Macau”

“Main Board”

“medical service network”

“Memorandum’ or
“Memorandum of Association”

3 ‘MIIT’ ’

“MOFCOM”

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

Long Hill Capital Venture Partners 1, L.P., one of our Pre-IPO
Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

Long Hill Capital Venture Partners GST, L.P., one of our
Pre-IPO Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

Long Hill Capital Venture Partners 1 Plus, L.P., one of our
Pre-IPO Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

the Regulations on Merger with and Acquisition of Domestic
Enterprises by Foreign Investors ( B FMNE & & (i 55 A
ZEMIHE) ) jointly issued by the MOFCOM, the State-
owned Assets Supervision and Administration Commission of
the State Council, the SAT, the CSRC, SAMR, and the SAFE on
August 8, 20006, effective as of September 8, 2006 and amended
on June 22, 2009

the Macau Special Administrative Region of the PRC

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operates in
parallel with GEM of the Stock Exchange

our medical service network, consisting of our medical
institutions, pharmacies and online healthcare platforms in
operation

the amended and restated memorandum of association of our
Company adopted by a special resolution passed on
November 16, 2021 which will become effective upon the
Listing Date, as amended from time to time, a summary of
which is set out in Appendix III to this prospectus

Ministry of Industry and Information Technology of the PRC
(N RILAN B T 3EAE AL D)

Ministry of Commerce of the PRC (H#E A &I A3 p 5 55)
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DEFINITIONS

“Mr. Tu”

“Nanjing Baihui”

“Nanjing Gongzhan”

“Nanjing Ningxi”

“NBSC”

“NDRC”

“NEA”

“NEA Ventures”

“NHC”

“Ningbo Gushengtang Pharmacy”

“Ningbo Manshan”

“Ningbo Shenrong”

Mr. Tu Zhiliang (I E5T), the executive Director, the chairman
of the Board, the chief executive officer of our Company, and
one of our Controlling Shareholders

Nanjing Baihui Yunyi Technology Co., Ltd. (R % A & E®BF}
A PR/27]), a limited liability company established in the PRC
on July 15, 2019 and a subsidiary of our Company

Nanjing Gongzhan Consultation Management Partnership
(Limited Partnership) (F§RttL/EsEmE M EE AEFERE
%)), a limited partnership established in the PRC on June 24,
2019 and an Independent Third Party, transferred Bailu to us on
October 1, 2020

Nanjing Gushengtang Ningxi TCM Out-patient Department Co.,
Lid. (R &t A 53 74 5 2 ¥ B2 #), a limited liability
company established in the PRC on July 21, 2016 and a
subsidiary of our Company

National Bureau of Statistics of the PRC (H[ 3 A R A1 5 5 K
%té:l-%)
WLA

National Development and Reform Commission of the PRC (#
N R B K RS EE A )

New Enterprise Associates 14, L.P., one of our Pre-IPO
Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

NEA Ventures 2014, Limited Partnership, one of our Pre-IPO
Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

National Health Commission of the PRC (3 A\ R ILA0 X
AfERZ A )

Ningbo Gushengtang Pharmacy Co., Ltd. (& [&4E & K45
H PR/ H]), a limited liability company established in the PRC
on May 18, 2010 and a subsidiary of our Company

Ningbo Zhenhai Gushengtang Manshan TCM Out-patient
Department Co., Ltd. (Z5 S [ A 5 L1 o3& P2 i IR
/vH]), a limited liability company established in the PRC on
June 17, 2019 and a subsidiary of our Company

Ningbo Yinzhou Guyi Shenrong Co., Ltd. (%5250 [E 45 2 5

A FR/>H]), a limited liability company established in the PRC
on August 3, 2017 and a subsidiary of our Company
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DEFINITIONS

’

“Ningbo Zhongyishoutang’

“NMPA”

“Nomination Committee”

“Non-clinic Companies”

“Offer Price”

“Onshore Holdcos”

“Onshore Individual Owners”

“Offer Share(s)”

Ningbo Yinzhou Gushengtang Zhongyishoutang TCM Out-
patient Department Co., Ltd. (&£ R [E A 8§ 15 7% 2 B 1
Z B A BR/AF]), a limited liability company established in the
PRC on August 4, 2016 and a subsidiary of our Company

National Medical Products Administration (% 53 2, i B4
J5)), formerly known as China Food and Drug Administration
(“CFDA”) (% & 53 5 BB S FE48)%)) or State Food and
Drug Administration (“SFDA”) (Bl X & & 24 i BB B HS) or
China’s Drug Administration (“CDA”) (%< 4E i B BHE B ),
references to NMPA include CFDA, SFDA and CDA

the nomination committee of the Board

the non-clinic companies in the Group, namely Blue Ocean,
Wuxi Chongan Temple Pharmacy, Wuxi Nanchan Temple
Pharmacy, Wuxi Shenrong, Nanjing Baihui, Shanghai
Commercial, Ningbo Shenrong, Guangzhou Zeyitong,
Guangzhou Bailitiaoyi and Guangzhou Dayi

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

Guangdong Gushengtang, Guangzhou Gushengtang Information
Technology, Guangzhou Gushengtang Oncology Out-patient
Department and Ningbo Gushengtang Pharmacy

PRC individuals who held, directly or indirectly, beneficial
interests in our PRC subsidiaries and established offshore
special purposes vehicles during or shortly before the
Reorganization for the purpose of subscribing for Shares

the Hong Kong Offer Shares and the International Offer Shares
together with, where relevant, any additional Shares which may
be issued by our Company pursuant to the exercise of the
Over-allotment Option
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DEFINITIONS

“Over-allotment Option”

“Over-allotment Shares”

“PBOC”

“People’s Congress”

“PRC Company Law”

“PRC Legal Advisors”

“Pre-IPO Investments”

“Pre-IPO Investors”

“Pre-IPO Share Option Plan”

the option expected to be granted by our Company to the
International ~ Underwriters, exercisable by the Joint
Representatives (for themselves and on behalf of the
International Underwriters) pursuant to the International
Underwriting Agreement, pursuant to which our Company may
be required to allot and issue up to an aggregate of 4,181,700
additional Shares (representing in aggregate 15.0% of initial
Offer Shares) at the Offer Price to cover over-allocations in the
International Offering, if any, further details of which are
described in the section headed “Structure of the Global
Offering”

up to 4,181,700 Shares which our Company may be required to
issue at the Offer Price pursuant to the Over-allotment Option

the People’s Bank of China (4B A R 4R1T)

the PRC’s legislative apparatus, including the National People’s
Congress and all the local people’s congresses (including
provincial, municipal, and other regional or local people’s
congresses) as the context may require, or any of them

the Company Law of the PRC ( {H# N RILFNE A AL ),
as amended and adopted by the Standing Committee of National
People’s Congress on October 26, 2018 and effective on the
same date

Tian Yuan Law Firm, our legal advisors as to PRC laws

the pre-IPO investments in our Company undertaken by the
Pre-IPO Investors, details of which are set out in the section
headed “History, Reorganization and Corporate Structure”

NEA, NEA Ventures, Long Hill Capital, Long Hill Capital Plus,
Long Hill Capital GST, Asia Ventures I1I, ERVC Healthcare,
F-Prime Capital, Starr International, Celestial City, Chongqing
Jinpu, Wang Jian Guo Holdings, GP SOE, Series E Subscription
Platforms, General Platforms, 2017 Share Subscription
Platforms, External Investors Platforms and Ershisanmianshan
Holdings Limited, details of which are set out in “History,
Reorganization and Corporate Structure—Pre-1PO
Investments—6. Information about the Pre-IPO Investors”

the pre-IPO share option plan approved and adopted by our
Company on March 31, 2021, the principal terms of which are
summarized in “Appendix IV—Statutory and General
Information—D. Pre-IPO Share Option Plan”
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DEFINITIONS

“Preferred Shares”

£3]

“Price Determination Agreement

“Price Determination Date”

“QIB s”

“Registered Shareholders”

“Regulation S”
“Remuneration Committee”

“Reorganization”

“Reporting Accountants”
“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

“SAFE Circular 13”

“SAFE Circular 377

collectively the Series A Preferred Shares, the Series B Preferred
Shares, the Series C Preferred Shares, Series D Preferred Shares
and the Series E Preferred Shares

the agreement to be entered into by the Joint Representatives
(for themselves and on behalf of the Underwriters) and our
Company on the Price Determination Date to record and fix the
Offer Price

the date, expected to be on or about December 3, 2021, on which
the Offer Price will be determined, or such later time as the Joint
Representatives (for themselves and on behalf of the
Underwriters) and our Company may agree, but in any event, no
later than December 6, 2021

qualified institutional buyers as defined in Rule 144A

the registered shareholders of the Onshore Holdcos, namely Mr.
Tu, Yan Jun and Zheng Xiang

Regulation S under the U.S. Securities Act
the remuneration committee of the Board

the reorganization arrangements undergone by our Group in
preparation for the Listing as described in the section headed
“History, Reorganization and Corporate Structure”

Ernst & Young
the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC ([ %4
ME A 3 D)

Notice on Further Simplifying and Improving the Foreign
Exchange Administration Policies for Direct Investment ( ([
R4 ME A L) R 7 4 — 20 AL A el 22 450 A/ e A B IBUR
%8 H1) ) promulgated by SAFE in February 2015

Notice on Issues Relating to Foreign Exchange Control for
Overseas Investment and Financing and Round-tripping by
Chinese Residents through Special Purpose Vehicles ( <[] %4
e A 2L J5p B 2 35 A0 Js R AR R R H B 2 W SR S R SR AR
PG A PG B Y E AN ) ) promulgated by SAFE in
July 2014
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DEFINITIONS

“SAFE Circular 75”

“SAIC”

“SAMR”

“Series A Preferred Shares”

“Series B Preferred Shares”

“Series C Preferred Shares”

“Series D Preferred Shares”

“Series E Preferred Shares”

“ch”

“SFO” or “Securities and Futures

Ordinance”

“Shanghai Commercial”

Notice on Issues Relating to the Administration of
Foreign Exchange in Fund-raising and Return Investment
Activities of Domestic Residents Conducted via Offshore
Special Purpose Companies ( €[4 M HH 5y BE A 45 14 Ja (R
R I ANRRIR B B2 ] Rl BB R B A MEAE P [ A R
1) ) promulgated by SAFE in October 2005, which was

later replaced by SAFE Circular 37

State Administration of Industry and Commerce of the PRC ('
e N RACFN B B R T T BUE #A)R), currently known as
State Administration for Market Regulation of the PRC (FF#E A
FR N 1 [ 5 7 855 B B LA

State Administration for Market Regulation of the PRC (/% A
FR I 8 2 5 i 45 S A EARD)

the series A preferred shares of the Company with par value
US$0.0001 per share

the series B preferred shares of the Company with par value
US$0.0001 per share

the series C preferred shares of the Company with par value
US$0.0001 per share

the series D preferred shares of the Company with par value
US$0.0001 per share

the series E preferred shares of the Company with par value
US$0.0001 per share

the Securities and Futures Commission of Hong Kong

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

Gushengtang (Shanghai) Commercial Co., Ltd. ([#4E % ()
P A RATF) (formerly known as Gushengtang TCM
(Shanghai) Co., Ltd. (&4 %+ 5 EiE)ARAF)), a limited
liability company established in the PRC on April 19, 2018 and
a subsidiary of our Company
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DEFINITIONS

“Shanghai Gutang”

“Shanghai Shenhua”

“Shanghai Wanjia”

“Shanghai Zhenantang”

“Shareholder(s)”

“Share(s)”, “our Share(s)”,
“the Share(s)”

“Shenzhen Gushengtang”

“Shenzhen Gushengtang

Investment”

“Shenzhen Luohu”

“Shenzhen Nanshan”

Shanghai Gutang Health Management Consultancy Co, Ltd. (_E
Vi [E] i R PR A R A BR A |]), a limited liability company
established in the PRC on May 13, 2015 and a subsidiary of our
Company

Shanghai Pudong New Area Shenhua TCM Out-patient
Department Co., Ltd. (_F &SR [ e b 5 1152 30 BR A
7)), a limited liability company established in the PRC on
December 3, 2004 and a subsidiary of our Company

Shanghai Wanjia TCM Out-patient Co., Ltd. (7 & 5 o 5 [
A PR/ 7)), a limited liability company established in the PRC
on September 7, 2012 and a subsidiary of our Company

Shanghai Zhenantang TCM Out-patient Department Co., Ltd.
(bR A s 5 P2 A PR A, a limited liability company
established in the PRC on August 7, 2020 and a subsidiary of
our Company

holder(s) of the Shares

ordinary share(s) in the share capital of our Company with par
value of US$0.0001 each

Shenzhen Gushengtang TCM Health Technology Co., Ltd. (¥
P A v 5 fa BB AT BRZA 7)), a limited liability company
established in the PRC on November 22, 2006 and a subsidiary
of our Company

Shenzhen Gushengtang TCM Investment Development Co.,
Ltd. (GRYINE A 28 BB E 8 A TR /A ], a limited liability
company established in the PRC on November 17, 2011 and a
subsidiary of our Company

Shenzhen Gushengtang TCM Investment Development Co.,
Ltd. Luohu Hurun General Out-patient Department (ZE3II[&] 4=
R BB AT IR W BRI W AR G P12 ), established
in the PRC on November 10, 2015 and a branch of Shenzhen
Gushengtang TCM Investment Development Co., Ltd. (R[]
e R BUE A BRI

Shenzhen Gushengtang TCM Health Technology Co., Ltd.
Gushengtang Nanshan TCM Hospital (FEYI[E A 4 55 g

BHEA BRZ w8 A4 5 R 1L ), established in the PRC on
September 21, 2016 and a branch of Shenzhen Gushengtang
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DEFINITIONS

“Shenzhen Ping’an”

“Shenzhen Xiangzhu”

“Shenzhen Zhaoyin No. 17

“Shenzhen Zhaoyin Co-Win”

“Shenzhen Zhuzilin”

“STA” or “SAT”

“Stabilizing Manager”

“SCNPC” or “Standing
Committee of the National
People’s Congress”

“Starr International”

“State Council”

E3]

“Stock Borrowing Agreement

“Stock Exchange”

“subsidiary(ies)”

Shenzhen Ping’an Tianyu Equity Investment Fund
Partnership (Limited Partnership) (TRIIIPF-%¢ KK B RE A% 3L
EEBAEARAEH)), a limited partnership established in
the PRC on December 17, 2015

Shenzhen Gushengtang Xiangzhu Out-patient Department
(EYNE L FATPY2E8), a  limited liability company
established in the PRC on April 19, 2016 and a subsidiary of
our Company

Shenzhen Zhaoyin No. 1 Innovative Enterprise Investment
Corporation (Limited Partnership) (I TR ER— SR AT A £
HEGBEEERER)), a limited partnership established
in the PRC on February 18, 2016

Shenzhen Zhaoyin Co-Win Equity Investment Corporation

(Limited Partnership) (I T AL ER E A B AEE
FRE%)), a limited partnership established in the PRC on
October 20, 2015

Shenzhen Gushengtang TCM Health Technology Co., Ltd.
Gushengtang TCM Out-patient Department (Zhuzilin first

branch) (PRI A5 5 fe BRBHEA PR W] [ A 4 s 2
EB(TF-M—Jk)), established in the PRC on June 3, 2016 and
a branch of Shenzhen Gushengtang

State Taxation Administration of the PRC ("3 A R 3L A1
[2] ol 155 A S )

Merrill Lynch International

the Standing Committee of the National People’s Congress of
the PRC (ZARMRFRGHHZ A D)

Starr International Investments HK V, Limited, one of our
Pre-IPO Investors, details of which are set out in “History,
Reorganization and Corporate Structure”

State Council of the PRC (" 3E A LA B B 75 e )

the stock borrowing agreement expected to be entered into
between the Stabilizing Manager and Action Thrive on or
around the Price Determination Date

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules
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DEFINITIONS

“substantial shareholder”

“Suzhou Shilu” or “Suzhou
Daru”

“Suzhou Taohuawu”

“Suzhou Tongan”

“Takeovers Code”

“Track Record Period”

“Trident Trust”

“TZL Family Trust”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“US$”, “USD” or “U.S.
dollars”

has the meaning ascribed thereto under the Listing Rules

Suzhou Gushengtang Shilu Clinic Co., Ltd. (FR [E 4= 5 G B
Z A B F]), formerly known as Suzhou Daru Clinic Co.,
Ltd. (#RMKEZ AR, a limited liability company
established in the PRC on November 21, 2018 and a
subsidiary of our Company

Suzhou  Gushengtang Taohuawu TCM  Out-patient
Department Co., Ltd. (#fN & 2E S HAELG P B P23 A BRA
Fl), a limited liability company established in the PRC on
July 25, 2016 and a subsidiary of our Company

Suzhou Gushengtang Tongan Out-patient Department Co.,
Ltd. (BRI [E AR s [R] % 2 A R/ F], formerly known as
Suzhou Tongan Out-patient Department Co., Ltd. (FfJH[F] %
M2 &8A PR 7)), a limited liability company established in
the PRC on June 28, 2020 and a subsidiary of our Company

The Codes on Takeovers and Mergers and Share Buy-backs
issued by the SFC, as amended, supplemented or otherwise
modified from time to time

the three financial years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2021

Trident Trust Company (Singapore) Pte. Limited, an
Independent Third Party professional trust company
established in Singapore

the trust arrangement established by Celestial City as the
settlor, with Mr. Tu as the protector, Trident Trust as the
trustee and Celestial City, Mr. Tu and Mr. Tu’s family

members as beneficiaries

the Hong Kong Underwriters and the International
Underwriters

the International Underwriting Agreement and the Hong
Kong Underwriting Agreement

the United States of America, its territories, possessions, and
all areas subject to its jurisdiction

United States dollars, the lawful currency of the United States

39



DEFINITIONS

“U.S. Securities Act”

“VAT”

“Wang Jian Guo Holdings”

“Wanjia Platform”

“Wumianshan Investment
Holdings”

“Wumianshan Ltd.”

“Wumianshan (Beijing)”

’

“Wuxi Gusheng Baoyuanchun’

“Wuxi Chongan Temple
Hospital”

the U.S. Securities Act of 1933, as amended, supplemented or
otherwise modified from time to time, and the rules and
regulations promulgated thereunder

value-added tax
Wang Jian Guo Holdings Limited, one of our Pre-IPO

Investors, details of which are “History,
Reorganization and Corporate Structure”

set out in

an online healthcare platform acquired by us from various
Independent Third Parties including Zhou Lanjun, Li Feifei,
Zhang Guolong (who are not connected person of the
Company) and Zhuhai Hengqin Wangbao Investment Co.,
Ltd. CGRBREEIEEREGRAR) on April 30, 2021, the
business of which has been merged into Bailu upon our
acquisition

Guangzhou Wumianshan Investment Holdings Co., Ltd. (J&
M T L B EEREA BR/A 7)), a limited liability company
established in the PRC on May 22, 2020 and a subsidiary of
our Company

Wumianshan Ltd., one of our Controlling Shareholders and a
BVI business company incorporated under the laws of the
BVI on April 23, 2014 which is wholly owned by Mr. Tu

Wumianshan Health Technology (Beijing) Co., Ltd. (FL1f L
fREFERH AL ARAF]), a  limited liability company
established in the PRC on August 13, 2014 and a subsidiary
of our Company. It is mainly engaged in the provision of
technical service

Wuxi Gusheng Baoyuanchun Health Technology Co., Ltd.
(85 [ A= T R B A BR A7), a  limited liability
company established in the PRC on May 28, 2015 and a
subsidiary of our Company

Wuxi Gushengtang Baoyuanchun Chongan Temple TCM
Hospital Co., Ltd. (E85E A EHEICHESZLTFHEHEARA
7)), a limited liability company established in the PRC on
November 21, 2008 and a subsidiary of our Company
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DEFINITIONS

“Wuxi Chongan Temple
Pharmacy”

“Wuxi Nanchan Temple
Pharmacy”

“Wuxi Shenrong”

“2015 Equity Incentive Plan”

Wuxi Gushengtang Baoyuanchun Chongan Temple Pharmacy
Co., Ltd. (HEHWEEEHFEITHERLFRESARAF), a
limited liability company established in the PRC on April 8,
2015 and a subsidiary of our Company

Wuxi Gushengtang Baoyuanchun Nanchan Temple Pharmacy
Co., Ltd. (HEHEEEETEMMFREREARAA), a
limited liability company established in the PRC on January
5, 2015 and a subsidiary of our Company

Wuxi Gushengtang Baoyuanchun Shenrong Health Products
Co., Ltd. (85 [ £ 8 HOTE 2 H R MM AR A, a limited
liability company established in the PRC on May 31, 2010
and a subsidiary of our Company

the equity incentive plan adopted by our Company on April
27, 2015, which was subsequently amended and restated on
(1) January 27, 2016, (ii) April 1, 2016, (iii) January 24, 2017
and (iv) December 16, 2020, respectively

If there is any inconsistency between the Chinese names of the entities or enterprises

established in the PRC mentioned in this prospectus and their English translations, the Chinese names
shall prevail. The English translations of the Chinese names of such PRC entities are provided for

identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains terms used in this prospectus as they relate to
our business. As such, these terms and their meanings may not always correspond to standard
industry meaning or usage of these terms.

“accumulated customers”

“acupuncture”

“AI”

“andrology”

“authentic medicinal”

“Class III hospitals”

“cloud-based”

“comprehensive healthcare
solutions”

as at the end of any financial year/period, the total number of
customers who had ever visited our medical service network to
receive any healthcare service or purchase any healthcare
product at any time on or before the end of such financial
year/period

a clinical method and technique that uses small needles to stick
into patients’ meridian points to prevent and treat diseases

artificial intelligence

the branch of medicine concerned with diseases and conditions
specific to men

application, a program designed to run on smartphones and
other mobile devices

Chinese medicinal materials that have been identified from
long-term application of TCM and are originated from specific
geographic areas. Compared to Chinese medicinal materials
originated from other regions, authentic medicinals are well-
known for their high and stable quality and proven therapeutic
effects

the largest regional hospitals in the PRC designated as Class III
hospitals by the NHFPC hospital classification system, typically
with more than 500 beds as for a general hospital, providing
high-quality professional healthcare services covering a wide
geographic area and undertaking higher academic and scientific
research initiatives. Class III hospitals are divided into A, B, and
C grades

applications, services or resources made available to users on
demand via the internet from a cloud computing provider’s
server with access to shared pools of configurable resources

healthcare solutions provided for customers, including
consultation and diagnosis service, prescription service,
decoction service and physiotherapy, throughout the whole
process of disease diagnosis and treatment and healthcare
management to address their diversified healthcare needs
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GLOSSARY OF TECHNICAL TERMS

“CRM”

“CRO”

4chpping”

ER]

“customer return rate

“customer visit”

“decocting pieces”

“decoction”

“dermatology”

“Designated Medical Institutions”

“ERP”

“existing customers”

“four-examination instrument

(1)

“gastroenterology”

customer relationship management

contract research organization, a company focused on providing
research and development services to companies in the
pharmaceutical and agrochemical markets

a form of alternative therapy in which a suction is created on the
skin with the application of heated cups

in respect of any financial year/period, a fraction (expressed as
a percentage) equal to the number of returning customers in
respect of such financial year/period divided by the total number
of customers who had visited our medical service network to
receive any healthcare service or purchase any healthcare
product at any time during such financial year/period

a visit by customer to a medical institution for diagnosis and
treatment or other healthcare purposes

processed Chinese medicinal slices which can be used in
prescribed formulas for preparing Chinese patent medicines or
for making soups as a means of diet therapy

a method of extraction by boiling herbal or plant material to
dissolve the chemicals of the medicinal materials, such as stems,
roots, bark and rhizomes

the branch of medicine that deals with the diagnosis and
treatment of skin disorders

medical institutions designated by the relevant local medical
insurance authority as ones that are permitted to treat patients
covered by public medical insurance programs

enterprise resource planning system, a business process
management system consisting of integrated software
applications that help manage a business and automate many
back office functions related to technology, service and human
resources

accumulated customers at the end of the relevant year/period

a medical instrument that combines modern scientific and
technological achievements and the clinical experience of TCM
experts, integrating multiple functions, including tongue
diagnosis, facial complexion diagnosis, pulse diagnosis and
constitution identification

the branch of medicine focuses on the digestive system and its
disorders
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GLOSSARY OF TECHNICAL TERMS

“general hospital”

“GMPH

“grand TCM healthcare”

“GSP”

“gynecology”

“health supplement”

“hepatology”

“herbal medicine”

“hierarchical medical”

“HIS”

a hospital that provides multi-disciplinary healthcare services
including out-patient, in-patient and diagnosis

Good Manufacturing Practice of Pharmaceutical Products (4
A R EIEHIH), which are guidelines and regulations
issued to ensure that pharmaceutical products within those
guidelines and regulations are consistently produced and
controlled to the quality and standards appropriate for their
intended use

a segment of healthcare industry which can provide
comprehensive TCM related services and products, including
TCM diagnosis and treatment services, TCM drugs, TCM health
supplements, TCM IT infrastructure, TCM health monitor
devices and TCM diagnosis and treatment devices

Good Supply Practices for Pharmaceutical Products (%5t 8878
B B YD), which are guidelines and regulations issued as
part of quality assurance to ensure that pharmaceutical
distribution enterprises distribute pharmaceutical products in
compliance with those guidelines and regulations

the branch of medicine that deals with the diseases and routine
physical care of the reproductive system of women

products containing substances that may be taken to supplement
the diet with additional nutrients

the branch of medicine concerned with the study, prevention,
diagnosis and management of diseases that affect the liver,
gallbladder, biliary tree and pancreas

medicine made from botanicals or plants that are used to treat
diseases or to maintain health

grading system according to the severity of the disease and the
difficulty of treatment. Medical institutions of different levels
undertake the treatment of different diseases based on the
grading

hospital information system, a comprehensive, information
system designed to manage a medical institution’s operation,
such as patient information, patient visits, prescriptions,
physicians’ notes and fee collections
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GLOSSARY OF TECHNICAL TERMS

“in-hospital preparations”

“Internet hospital”

“in-patient visit”

“KPI”

“massage”

“member return rate”

“moxibustion”

“multi-site practice physician”

“National Famous TCM Doctor
(ZE % HE)”

pharmaceutical preparations of medical institutions (B BEHEMHE
H7)), which are fixed prescription preparations confected by
medical institutions for their own use in light of the clinical
needs after obtaining the registration number approval from
local Medical Products Administration (2 & &5 #LJ5)). Such
preparations are not commercialized in the market and can only
be prescribed by medical institutions with the relevant
registration and approval

a new type of medical institutions approved by the NHC,
primarily consists of offshoots of offline medical institutions
and online healthcare platforms. After completing filing on
relevant regulatory platforms and registration with the Internet
hospital, physicians usually could provide online consultation
and diagnosis as well as drug prescription

a patient who receives healthcare services at a hospital and is
hospitalized overnight

key performance indicator

a manipulation of body’s soft tissues, commonly applied with
hands, fingers, elbows, knees, forearms, feet, or a device, for the
treatment of body stress or pain

in respect of any financial year/period, a fraction (expressed as
a percentage) equal to the number of returning members in
respect of such financial year/period divided by the total number
of members who had visited our medical service network to
receive any healthcare service or purchase any healthcare
product at any time during such financial year/period

a traditional Chinese medicine therapy which consists of
burning a cone or stick made of ground mugwort leaves on
particular points of the body to improve body condition

licensed physicians who are qualified and permitted to practise
at multiple sites in the PRC

experienced famous TCM physicians selected and made public
by National Administration of Traditional Chinese Medicine.
These physicians should be at or above provincial-level, or the
instructors of academic programs or national outstanding TCM
talents that have experience in TCM industry for 35 years or
above
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GLOSSARY OF TECHNICAL TERMS

“national reimbursement
program”

“National TCM Great Master
CEPNIE

“new customer”

“network physician”

“nourishment”

“oncology”

“orthopedics”

“OTC drugs” or “OTC medicine”

“otolaryngology”

“out-patient visit”

“patient visit”

“pediatrics”

primarily include the Urban Employee Basic Medical Insurance
Scheme (kAT THASEE IR FR T &), the Urban Resident
Basic Medical Insurance Scheme (JSE J& EFEA B 0 Fx il
&) and the New Rural Cooperative Medical Insurance Scheme

CRI R R AN i O g o B2

master-level TCM experts selected by the State Administration
of Traditional Chinese Medicine

a customer who received healthcare solutions or purchased
healthcare products provided by us for the first time

consisting of multi-site practice physicians and retirees of
renowned third-party medical institutions or our medical
institutions practice at our medical service network and
physicians who provide healthcare solutions on our online
healthcare platforms, who are not our employees

healthcare products derived from natural products which are
necessary for people’s growth, health and good condition, such
as compound donkey-hide gelatin syrup (€ 77 B /2#E), honey
(M%), healthy tea (E22E%%), ready-to-eat fish maws (EJ &/E/2)
and ready-to-eat bird’s nest (Rl & HETE)

the branch of medicine that deals with cancer

the branch of medicine that focuses on conditions of the
musculoskeletal system

Over-the-counter drugs, referring to medicine sold directly to a
consumer without a requirement for a prescription from a

healthcare professional, as opposed to prescription drugs

the branch of medicine that focuses on injuries and diseases of
the ears, nose, and throat

a patient who receives healthcare services at a hospital and is not
hospitalized overnight

collectively, in-patient visits and out-patient visits

the branch of medicine that deals with the medical care of
infants, children and adolescents
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GLOSSARY OF TECHNICAL TERMS

“payback period”

“Provincial Famous TCM Doctor

(AR PR

“returning customer”

“returning member”’

“Saasn

“scraping”

“SKU”

“smart wristband”

the time that a new medical institution or online platform takes
for the accumulated operating cash flow attributable to the
Company from the relevant medical institution or online
platform to cover the initial investment

experienced famous TCM experts who meet the local selection
criteria and have been made public by Administration of
Traditional Chinese Medicine at provincial level

in respect of any financial year/period, a customer who: (a) had
visited our medical service network to receive any healthcare
service or purchased any healthcare product more than once
during such financial year/period; or (b) (i) had visited our
medical service network to receive any healthcare service or
purchased any healthcare product at any time during such
financial year/period and at any time during the financial year
immediately preceding such financial year/period; and (ii) no
more than 12 months had elapsed between any such visit in such
financial year/period and any such visit in the financial year
immediately preceding such financial year/period

in respect of any financial year/period, a member who: (a) had
visited our medical service network to receive any healthcare
service or purchased any healthcare product more than once
during such financial year/period; or (b) (i) had visited our
medical service network to receive any healthcare service or
purchased any healthcare product at any time during such
financial year/period and at any time during the financial year
immediately preceding such financial year/period; and (ii) no
more than 12 months had elapsed between any such visit in such
financial year/period and any such visit in the financial year
immediately preceding such financial year/period

software as a service, a cloud-based software licensing and
delivery model in which software and associated data are
centrally hosted

a TCM practice of using a tool to apply pressure and scrape the
skin to relieve pain and tension

stock keeping unit, a number assigned to a product to identify
the price, product options and manufacturer of the merchandise

a wearable device or application for monitoring and tracking
physiological indicators
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ccsop’a

“specialty hospital”

13 E3]

sq.m.
4‘TCM”
“TCM clinics”

“TCM conditioning”

“TCM formula”

“TCM medical institution”

“TCM healthcare product”

“TCM health supplement”

“TCM herb”

“TCM medical device”

“TCM out-patient department”

standard operational practice, a procedure specific to
companies’ operation which is necessary to complete tasks in
accordance with industry regulations, local laws or internal
standards

a hospital that primarily or exclusively provides healthcare
services on specific departments

square meter
traditional Chinese medicine
clinics that can provide TCM medical services

improvement or alleviation of the patient’s disease or physical
condition based on TCM theories

a combination of TCM herbs in a single formula with greater
efficiency in comparison to individual herbs for the treatment of
diseases

medical institution focusing on providing TCM healthcare
services, including TCM hospitals, TCM out-patient
departments, TCM clinics and TCM clinical departments in
other medical institutions

a series of healthcare products with Chinese herbal medicine as
raw materials or Chinese herbal extract added

functional health food developed based on the theory of TCM
and mainly containing raw materials such as TCM medicines,
TCM extract and drug homologous food

plant-based herbal medicine with different properties that can be
packaged as powders, pastes, lotions or tablets, depending on
the herb and its intended healthcare use

medical device for TCM application to diagnose and treat
diseases

medical department providing TCM healthcare services for
patients who are not hospitalized overnight, including TCM
out-patient departments, TCM-integrated out-patient
departments and national medicine out-patient departments
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“TCM patent medicine”

“TCM personnel”
“TCM pharmaceutical”

“TCM physicians”

“tier one cities”

“tier three cities”

“tier two cities”

“valuable medicinal”

“wall-broken decocting pieces’

“western medicine”

>

readily processed Chinese medicines in various intake forms
(such as pills, granules and soft capsules) based on the nature
and function of traditional Chinese medicine

personnel engaged in TCM related work
TCM herb and TCM patent medicine

licensed medical practitioners engaged in TCM related medical
and preventive healthcare

for the purpose of this prospectus only, Beijing, Shanghai,
Guangzhou and Shenzhen, according to Frost & Sullivan

for the purpose of this prospectus only, the cities excluding tier
one cities and tier two cities, according to Frost & Sullivan

for the purpose of this prospectus only, the provincial capitals
and sub-provincial cities, including, Tianjin, Chongqing,
Shijiazhuang, Taiyuan, Shenyang, Changchun, Harbin, Nanjing,
Hangzhou, Suzhou, Hefei, Fuzhou, Foshan, Nanchang, Jinan,
Zhengzhou, Wuhan, Changsha, Haikou, Chengdu, Guiyang,
Kunming, Xi’an, Lanzhou, Xining, Hohhot, Nanning, Yinchuan,
Urumgqi, Dalian, Qingdao, Ningbo and Xiamen, according to
Frost & Sullivan

rare medicinal with high effectiveness and high price, such as
cordyceps sinensis (% # & %), dendrobium nobile (£ f#) and
American ginseng (FiV¥%)

ultra-fine pulverized Chinese medicinal with cell walls broken
and effective ingredients released, which can be easily absorbed
by the human body

a system in which healthcare professionals treat symptoms and
diseases using drugs, radiation, or surgery. Drugs used in
western medicine refer to modern medicine, usually made from
chemical synthesis or formulated from a natural product
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FORWARD-LOOKING STATEMENTS

This prospectus contains, and the documents incorporated by reference herein may contain,
forward-looking statements representing our goals, expectation and views of future events, and actual
results or outcomes may differ materially from those expressed or implied. Such forward-looking
statements are subject to certain risks, uncertainties and assumptions. Forward-looking statements
typically can be identified by the use of words such as “will,” “expect,” “anticipate,” “plan,”
“believe,” “may,” “intend,” “ought to,” “continue,” “project,” “should,” “seek,” “potential” and other
similar terms. Although we believe that our expectations are reasonable, we can give no assurance that
these expectations will prove to have been correct, and actual results may vary materially.
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These forward-looking statements include, but are not limited to, statements relating to:

*  our business and operating strategies and the various measures we use to implement such
strategies;

e our operations and business prospects, including development plans for our existing and
new businesses;

e the future competitive environment for the industry which we operate in;

e the regulatory environment as well as the general industry outlook for the industry which
we operate in;

e future developments in the industry which we operate in; and

e general economic trends in China where we operate our business.

99 ¢ LR LR N3 99 el

anticipate,” “plan,” “believe,” “may,” “intend,” “ought to,”
project,” “should,” “seek,” “potential” and other similar expressions, as they relate to us
(other than in relation to our profits, results of operations and earnings), 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. See “Risk Factors,” “Business”
and “Financial Information” for more details.

The words “will,” “expect,
“continue,”

Should one or more of these risks or uncertainties materialize, or should the underlying
assumptions prove to be incorrect, our financial condition may be adversely affected and may vary
materially from the goals we have expressed or implied in these forward-looking statements. Except
as required by applicable laws and regulations, including the Listing Rules, we undertake no
obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. Accordingly, investors should not place undue reliance on any
forward- looking information. In this prospectus, statements of or references to our intentions or those
of our Directors are made as of the date of this prospectus. Any such intentions may change in light
of future developments.
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RISK FACTORS

An investment in our Shares involves various risks. You should carefully consider all the
information in this prospectus and in particular the risks and uncertainties described below
before making an investment in our Shares.

The occurrence of any of the following events could materially and adversely affect our
business performance, financial condition, results of operations or prospects. If any of these
events occur, the trading price of our Shares could decline and you may lose all or part of your
investment. You should seek professional advice from your relevant advisers regarding your
prospective investment in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Misinterpretation or misapplication of or failure to identify the existing regulatory requirements or the
evolving regulatory requirements may result in non-compliance and may materially and adversely affect
our business and prospects.

Due to the complex nature of our business, we are subject to legal and regulatory requirements
of multiple industries in the PRC. These industries primarily include healthcare, internet and internet
healthcare industries. Various regulatory authorities of the PRC government are empowered to
promulgate and implement regulations governing broad aspects of the healthcare and internet
industries.

In particular, the operation of our medical service network is subject to various laws and
regulations at the national and local levels. These laws and regulations mainly relate to daily
operations of our medical service network, licensing of medical professionals, the use and safety
management of pharmaceuticals, medical equipment and medical consumables, the quality and
pricing of healthcare solutions and products, occupational health and safety, environmental protection,
labor and taxation. See “Regulatory Overview” for more details. In addition, sales or procurement of
healthcare products are also subject to various laws and regulations. Regulations and policies may
vary from region to region and change from time to time. Consequently, when entering into a new
market, we may be exposed to risks and uncertainties associated with dealing with regulations,
policies, regulatory regimes and regulatory bodies with which we may be unfamiliar with.

The laws and regulations of both the internet industry and its healthcare sector are relatively
new and evolving, and their interpretation and enforcement involve significant uncertainty. PRC
government may implement stricter laws and regulations on internet healthcare industry. For example,
under PRC laws and regulations, physicians are allowed to provide healthcare services to patients
with certain common or chronic diseases through Internet hospitals solely for their follow-up visits,
except when patients visit offline medical institutions for healthcare services and the physicians in
charge invite other physicians to conduct remote consultation and diagnosis and/or issue prescriptions
through Internet hospitals. In addition, the NHC published the October 26 Draft for strengthening the
supervision of online diagnosis and treatment, which specifies the Internet hospitals’ obligation to (i)
effectively connect with provincial internet medical service supervision platform and conform to the
interface requirements stipulated thereto; (ii) conduct real-name authentication of physicians for
ensuring the legal qualifications thereof; (iii) collect former diagnosed medical records as the
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prerequisites for follow-up consultation and diagnosis; and (iv) establish a patient safety adverse
event reporting system with a specialized department for effective implementation. See “Regulatory
Overview—Regulations Relating to Internet Hospital.”

We cannot assure you that subsequent laws and regulations would not render our operations
non-compliant or that we would always be in full compliance with applicable laws and regulations.
In the event that we must remedy any violations, we may be required to modify our business models
in a manner that undermines our attractiveness to customers. We may also become subject to fines or
other penalties or, if we determine that the requirements to operate in compliance are overly
burdensome, we may elect to terminate the non-compliant operations. In each case, our business,
financial condition and results of operations may be materially and adversely affected.

Besides, the introduction of new services and products may require us to comply with
additional, yet undetermined, laws and regulations. Compliance may require obtaining appropriate
licenses, permits, certificates or approvals as well as expending additional resources to monitor
developments in the relevant regulatory environment. It may cost us extra resources to comply with
these future laws and regulations, which may delay, or possibly prevent, some of new services and
products from being offered to customers, thereby having a material adverse effect on our business,
financial condition and results of operations.

In recent years, the PRC government launched a new healthcare reform plan to ensure that
every citizen has access to affordable basic healthcare services. In pursuit of these policy objectives,
the PRC government has implemented extensive regulations and policies to address the affordability,
accessibility and quality of healthcare services, national reimbursement coverage, distribution of
pharmaceuticals and reform of public medical institutions. In addition, the PRC government has
gradually reduced regulatory hurdles for establishing and investing in private medical institutions, in
particular by private capital.

There can be no assurance that the PRC government will not impose additional or stricter laws
or regulations on healthcare industry or foreign investments, or strengthen and tighten supervision and
management of medical institutions (in particular, private medical institutions), pharmacies or online
healthcare platforms, or implement stricter or more comprehensive regulations on the distribution of
pharmaceuticals, medical equipment and medical consumables.

Depending on the priorities of the PRC government, the political climate and the regulatory
regime with respect to foreign investment control at any given time, and the development of the PRC
healthcare system, future regulatory changes may affect public medical institution reform, limit
private or foreign investments in healthcare industry, change reimbursement rates for healthcare
solutions and products provided to customers covered by national reimbursement programs, or
implement additional price control on healthcare solutions and products. Any of these events could
have a material and adverse impact on our business, financial condition, results of operations,
prospects and future growth.
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If we do not compete successfully against new or existing competitors in the industries where we operate,
our business, financial condition and results of operations may be materially and adversely affected.

We primarily compete with private TCM healthcare providers in China. The private TCM
diagnosis and treatment services segment of the grand TCM healthcare industry in China is highly
fragmented. In terms of revenue generated from providing healthcare solutions in 2020, we took a
market share of only 0.6% in the private TCM diagnosis and treatment services segment. In addition,
as a private TCM healthcare provider, we compete with public TCM healthcare providers, which have
been dominating the TCM diagnosis and treatment service segment with sufficient physician
resources and higher recognition. Our revenue generated from healthcare solutions in 2020 accounted
for only 0.3% of the entire TCM diagnosis and treatment services segment in the same year. We
ranked eighth among all the private TCM healthcare service providers in China in terms of total
revenue generated from providing healthcare solutions in 2020, according to Frost & Sullivan. We
will also compete with future market entrants as the rapid growth of the healthcare and the grand TCM
healthcare industries in the PRC may attract more domestic or international players to enter. Some of
our competitors may have substantially greater financial, marketing or other resources than we do. It
is also possible that there will be significant consolidation and mergers in the healthcare and the grand
TCM healthcare industries. Our competitors may develop alliances, and these alliances may acquire
significant market share.

We primarily compete on the following key factors: service and product quality, brand
recognition, accessibility, medical professionals network and pricing. We cannot assure you that we
will be able to successfully compete against new or existing competitors, and changes in the
competitive landscape may result in price reduction, reduced profitability or loss of market share, any
of which could have a material adverse effect on our business, results of operations and prospects.

If our medical service network is unable to recruit and retain a sufficient number of qualified physicians
and other medical professionals, in particular, network physicians who contributed a vast majority of our
revenue during the Track Record Period, our business and results of operations could be materially and
adversely affected.

Our business is largely dependent on our ability to identify, recruit and retain a sufficient
number of qualified physicians. The recruitment of qualified physicians is competitive in the PRC due
to their shortage. The near-term supply of specialist physicians is expected to be limited due to the
length of training required, including academic study and clinical training, which can take up to eight
years or even longer for certain medical specialties. We employ a combination of offline and online
approaches to attract and recruit high-quality medical professionals. For example, we establish
strategic collaborative relationships with renowned public medical institutions and universities, and
invite their renowned medical professionals to practice at our medical service network on a part-time
basis, and we recruit outstanding graduates each year from well-known medical colleges. We believe
that physicians generally consider the following key factors when selecting their practicing sites: the
reputation and culture, management efficiency, the quality of facilities, supporting staff, the number
of customer visits, compensation, training programs and location. Our medical service network may
not compete favorably with competitors in respect of one of more these factors, and may not be able
to attract or retain the physicians we desire.

In addition, historically we have relied on and may continue to rely on network physicians
practising at our medical service network. As of June 30, 2021, among 19,203 physicians practising
at our medical service network, 19,068 were network physicians, who contributed a vast majority of
our revenue during the Track Record Period. Also, most of our network physicians (in terms of
number of network physicians) have not agreed in their expert collaboration agreements to
exclusively practise in our medical service network. Moreover, multi-site practice physicians practice
at our medical service network pursuant to the liberated physician registration regulation that allows
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licensed physicians to register and practise at multiple sites. If the PRC government imposes
restrictions on such practice in the future, our medical service network may not be able to retain the
current base of multi-site practice physicians. If our medical service network is unable to successfully
recruit or retain seasoned and qualified physicians, especially network physicians, or if network
physicians fail to reserve sufficient time and effort for our medical service network, or if the network
physicians are unwilling to set aside additional hours from their busy schedule in their primary
practicing sites to participate in the healthcare services of our offline medical institutions or online
healthcare platforms, our business, financial condition and results of operations may be adversely
affected.

Our success is also dependent on the ability of our medical service network to recruit and
retain qualified other medical professionals. It has become increasingly costly to recruit and retain
other medical professionals in recent years and there is no guarantee that our medical service network
will be able to recruit and retain sufficient other medical professionals in the future. If our medical
service network fails to do so, we may not be able to maintain the quality of our services, and the
number of customer visits at our medical service network may decrease, which may materially and
adversely affect our business, financial condition and results of operations.

If we fail to properly manage the employment and service of our physicians, other medical professionals
and employees, we may be subject to penalties against our medical service network, which could
materially and adversely affect our business and results of operations.

The practicing activities of physicians and other medical professionals are strictly regulated
under the PRC laws and regulations. Physicians and other medical professionals who practise at
medical institutions and pharmacies must hold practicing licenses and may only practice within the
scope of their licenses and at the specific sites at which their licenses are registered. See “Regulatory
Overview” for more details. We cannot assure you that certain of our medical professionals will
complete the related procedures to register or transfer their licenses in or to our medical service
network, or to add our relevant medical institutions or pharmacies to their permitted practicing sites,
as the case may be, timely or at all. In addition, we cannot assure you that medical professionals at
our medical service network will always strictly follow the requirements and will not practise outside
the permitted scope of their respective licenses. Any failure by us to properly manage the employment
and service of our physicians and other medical professionals may subject us to administrative
penalties against our medical service network, which could materially and adversely affect our
business. Moreover, failure by our employees to strictly follow our internal policies may also subject
us to administrative penalties. During the Track Record Period, one of our subsidiaries was penalized
RMB30,000 by the local tax authorities for neglectful loss of the stub copies of certain invoices that
were issued in 2015 and 2016, which was caused by our responsible employee’s negligence. Any
similar administrative penalties in the future may adversely affect our business.

If we fail to timely renew any existing license, permits or certificates or fail to obtain any license, permits
or certificates for our newly commenced or acquired business, we may not be able to maintain or expand
our business operations.

We and our medical institutions, pharmacies and online healthcare platforms are subject to
periodic license or permit renewal requirements and inspections by various government authorities.
See “Business—Licenses, Permits and Certificates” for more details. If we fail to timely renew any
major license, permit, certificate or approval for us or all or any of our medical institutions,
pharmacies, online healthcare platforms or subsidiaries, or if the medical professionals practicing at
our medical service network become unlicensed at any time during their practices, we may face
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penalties, suspension of operations or even revocation of operating licenses, depending on the nature
of the incidents, any of which could materially and adversely affect our business, financial condition
and results of operations. In addition, we are required to obtain a series of licenses, permits,
certificates or approvals for our newly commenced or acquired business, such as those in relation to
safety production and fire safety, fail to comply with which may subject us to the corresponding
administrative penalties, including suspension of operations under the worst-case scenario.

We may be unable to identify expansion opportunities or execute expansion plans, which may materially
and adversely affect our business, results of operations, financial condition and prospects.

We have significantly expanded our medical service network during the Track Record Period
through organic growth and acquisitions. There is no assurance that we will identify suitable
opportunities to further expand our medical service network, negotiate commercially acceptable terms
for such expansion, or successfully integrate any new assets or businesses in the future. Even if we
are able to identify suitable opportunities, such expansion can be difficult, time-consuming and costly
to execute, and we may not be able to secure necessary financing for such expansion. Failure to
identify suitable locations with requisite facilities and ancillary services may result in the failure to
obtain the Medical Institution Practicing License, which is an essential requirement for a medical
institution to commence operations. Unsuccessful expansion plan may have a material and adverse
effect on our business and financial condition, such as provisions. See “Financial Information —
Discussion of Certain Key Consolidated Statements of Financial Position — Provisions.” In addition,
our future expansion and subsequent ramping up and integration efforts would require significant
attention from our management and could result in a diversion of resources from our existing
business, which in turn could have an adverse effect on our business operations.

In addition, we have expanded our service and product offerings to include a wide spectrum
of TCM healthcare solutions and products in recent years. Our business has become increasingly
complex in terms of both the type and scale of business we operate. Any expansion may increase the
complexity of our operations and place a significant strain on our managerial, operational, financial
and human resources. Our current and planned personnel, systems, procedures and controls may not
be adequate to support our future operations. Our lack of familiarity with these services and products
and lack of relevant customer data relating to these services and products may make it more difficult
for us to anticipate customer demands and preferences. We may misjudge customer demands,
resulting in inventory buildup and possible inventory write-down as well as unpleasant customer
experience. It may also make it more difficult for us to inspect and control the quality of our services
and products and ensure proper handling, storage and delivery of products. We may experience higher
return or exchange rates on certain new products, receive more customer complaints and face costly
product liability claims as a result of selling certain new products, which would harm our brand and
reputation and our financial performance. Furthermore, we may not have much purchasing power in
new categories of services or products and we may not be able to negotiate favorable terms with
suppliers. We may need to price aggressively to gain market share or remain competitive in new
service and product offerings. It may be difficult for us to achieve profitability in the new service and
product offerings and our profit margin, if any, may be lower than we anticipate, which would
adversely affect our overall profitability and results of operations. We may not be able to replicate our
success in the past to our new service and product offerings. We cannot assure you that we will be
able to recoup our investments in introducing these new services and products.
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We are also continually executing a number of growth initiatives, strategies and operating
plans designed to enhance our business. In particular, we are implementing a number of monetization
strategies to boost our revenue growth, which are new and evolving, some of which are still at the
inception or trial stage and may prove unsuccessful. If we are not able to identify or capture
opportunities or execute plans to expand our operations successfully, our business, financial
condition, results of operations and prospects could be materially and adversely affected.

Moreover, the anticipated benefits from these efforts are based on assumptions that may prove
to be inaccurate. Moreover, we may not be able to successfully complete these growth initiatives,
strategies and operating plans and realize all of the benefits that we expect to achieve, or it may be
more costly to do so than we anticipate. If, for any reason, the benefits we realize are less than our
estimates or the implementation of these growth initiatives, strategies and operating plans adversely
affect our operations or cost more or take longer to effectuate than we expect, or if our assumptions
prove inaccurate, our business, financial condition and results of operations may be materially and
adversely affected.

We may not be able to manage the growth of our business and operations and grow at a rate comparable
to our growth rate in the past.

We have experienced significant growth during the Track Record Period. Our revenue
increased from RMB726.2 million in 2018 to RMB925.4 million in 2020, representing a CAGR of
12.9%. Our revenue increased by 78.1% from RMB335.9 million for the six months ended June 30,
2020 to RMB598.2 million for the six months ended June 30, 2021. However, this growth trend
reflects only our past performance and does not have any implication or may not necessarily reflect
our financial performance in the future. The sustainability of our growth depends on a number of
factors, many of which are beyond our control, including the ability of our medical service network
to retain existing customers and attract new ones. In addition, the effects of changing regulatory,
economic, public health, environmental, competitive conditions and future expansion of our medical
service network as well as service and product offerings, and many other factors cannot be fully
predicted and may have a material adverse effect on our business, financial condition, results of
operations and prospects. There is no assurance that we can sustain the growth rate we achieved in
the past. If we are not able to manage our growth effectively, our business and prospects may be
materially and adversely affected.

In addition, we currently operate under the emerging and dynamic trend in the grand TCM
healthcare industry in the PRC. Under such trend, more and more TCM healthcare providers with
existing offline presence are expanding their services to online healthcare services, including among
others, providing follow-up consultation and diagnosis, prescription services, decoction services and
sale of healthcare products. Such trend is relatively new and volatile, and it is uncertain whether it
would develop rapidly as anticipated, achieve and sustain high levels of demand, customer acceptance
and market adoption. Risks and challenges we may face under this emerging and dynamic model
include our ability to, among other things, navigate an evolving regulatory environment, grow our
customer base and enhance our customer loyalty in a cost-efficient manner, and maintain reliable,
secure, high-performance and scalable information technology systems. If we fail to address any of
the foregoing risks and challenges, our business, financial condition and results of operations may be
materially and adversely affected.
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Our relatively short operating history under such trend in the grand TCM healthcare industry,
together with the emerging and dynamic characteristics of such trend, makes it difficult to assess the
future prospects or forecast the future results of our business. Historical results and growth of our
business may not be indicative of our future performance. There can be no assurance that we would
be able to increase revenue of, or generate profits from, our business in the future. Our ability to
achieve profitability is affected by a variety of factors, many of which are beyond our control, and our
results of operations may vary from period to period in response.

The historical operating results of Bailu may not be indicative of its results after acquisition by us.

Certain historical operating results of Bailu prior to acquisition by us have been included in
this prospectus. To calculate the customer return rate in 2020, we included customers of Bailu
(including those before our acquisition in October 2020) for the entire year of 2020 for statistical
purpose. See “Business — Our Customers — Customer Acquisition and Retention.” As such operating
information is generated prior to our acquisition, we cannot assure you that it is prepared based on
the same standards as ours. Accordingly, the operating results of Bailu included in this prospectus may
not reflect what our results of operations would have been had we been a combined entity during the
periods presented, and may not be indicative of its results after acquisition by us.

We may not be able to successfully complete any further acquisitions or enhance post-acquisition
performance, which could adversely affect our business prospects.

We may make acquisitions when appropriate opportunities arise in the future. However,
acquisition targets may have unknown or contingent liabilities, including liabilities for failure to
comply with evolving requirements or interpretations of relevant laws, regulations and rules. We
cannot assure you that our due diligence conducted will uncover all material unknown or contingent
liabilities or other negative developments, such as bankruptcy, insolvency, liquidation or dissolution,
or that the acquisition targets will be viable. We may also suffer reputational and financial harm for
actual or alleged inferior service or product or harm that occurred at the acquisition targets prior to
our acquisition and need to respond to claims initially as dissatisfied customers will likely pursue their
claims against the acquisition targets and us. Moreover, we may suffer reputational and financial harm
if the acquisition targets were subject to any administrative penalties prior to our acquisition. For
example, two medical institutions we acquired were imposed administrative penalties for certain
violations of applicable laws and regulations before our acquisition. We cannot assure you that in the
future there would be no similar or more severe administrative penalties on our acquisition targets for
activities before our acquisition.

In addition, our ability to successfully consummate any future acquisitions is subject to
various risks and uncertainties, including:

e failure to identify suitable acquisition targets or have to engage in intense competition for
attractive acquisition targets, which may make it difficult to complete such acquisitions
on commercially acceptable terms or at all;

e failure to obtain sufficient financing on acceptable terms or at all, to fund such
acquisitions; and

e failure to obtain or secure regulatory approvals and third-party consents necessary to
consummate such acquisitions.
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Even if we are able to consummate any acquisitions, our ability to grow our business through
any future acquisitions remains subject to further risks and uncertainties which could materially and
adversely affect our business, financial condition and results of operations, including that:

* we may fail to successfully integrate the acquisition targets with our existing business and
operations;

e we may fail to effectively manage a larger, growing business, operating in new
geographic regions or industries; and

e the acquired businesses do not provide us with benefits or generate the revenue and
profitability we had anticipated.

If we suffer reputational or financial harm caused by unknown or contingent liabilities of the
acquisition targets, or if we are unable to consummate acquisitions and successfully grow our business
through any future acquisitions, our business and prospects could be adversely affected. Furthermore,
the process of pursuing and consummating acquisitions as well as integrating and managing acquired
businesses, whether or not successful, could divert our resources and management attention from our
existing business and impair our ability to successfully manage and grow our business organically.

Opening of new medical institutions and pharmacies involves risks and could result in fluctuations in our
short-term financial performance, and newly opened or newly acquired medical institutions, pharmacies
and online healthcare platforms may not achieve operation and performance as anticipated.

Our operating results have been, and in the future may continue to be, influenced by the timing
and extent of the expansion of our medical service network.

The expansion of our offline medical service network may expose us to additional risks,
including, among other things:

e difficulties with managing operations into new regions;
e different approval or licensing requirements;
e recruiting sufficient personnel in these new regions;

e challenges in providing suitable services and products as well as supports in these new
regions;

e challenges in attracting medical professionals, customers and business partners and
remaining competitive;

e potential adverse tax consequences; and

e limited protection for intellectual property rights.

If we are unable to effectively avoid or mitigate these risks, we may not be able to expand our
business into new regions on a timely and cost-efficient manner. In addition, new medical institutions
and pharmacies generally have lower income and higher operating costs during the initial stages of
their operations. We also incur substantial expenses before opening new medical institutions and
pharmacies such as renovation costs, rental expenses and equipment costs. It may take months for a
new medical institution or a pharmacy to achieve profitability. Accordingly, the timing and extent of
expansion of our medical service network have, and may continue to have, a significant impact on our
profitability. As a result, our results of operations may fluctuate significantly from period to period.
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Therefore, year-to-year or period-to-period comparisons of our operating results during the Track
Record Period may not be meaningful and you should not rely on them to predict the future
performance of our operating results or the price of our Shares.

In addition, it typically takes newly opened or newly acquired medical institutions and
pharmacies a period of time to achieve a utilization rate comparable to the existing ones, due to factors
such as time needed to build customer awareness in the local community and to integrate the
operations of such medical institution or pharmacy into our existing infrastructure. It may also take
us some time to integrate newly acquired online healthcare platforms into our existing system.
Moreover, the operating results generated at the newly opened or newly acquired medical institutions,
pharmacies and online healthcare platforms may not be comparable to the operating results generated
at any of the existing ones. The medical institutions, pharmacies and online healthcare platforms may
even operate at a loss, which could adversely affect our results of operations.

Furthermore, the opening or acquisition of new medical institutions, pharmacies and online
healthcare platforms involves regulatory approvals and reviews by various government authorities in
the PRC, including health authorities. We may not be able to obtain all the required approvals,
permits, licenses or certificates in a timely manner or at all. Therefore, we may not be able to
immediately utilize or derive revenue from a newly opened or newly acquired medical institution,
pharmacy and online healthcare platform as anticipated due to the inability or material delay by us in
obtaining the required approvals, permits, licenses or certificates and any substantial increase in costs
to ramp up operations and utilization.

Our failure to maintain our business relationship with our suppliers, or any decrease, shortage or delay
in the supply, or an increase in the cost of our purchases may affect our business, financial condition and
results of operations.

Our suppliers primarily comprise suppliers of decocting pieces, TCM patent medicines, health
supplements, nourishment, medical equipment and medical consumables. To a lesser extent, we
directly procure certain TCM medicinal from authentic origins and cooperate with reliable decocting
piece suppliers for processing, in order to better control the quality of decocting pieces and reduce our
costs. We also engage third-party manufacturers to produce our private label nourishment. In addition,
we engage management service platform companies to streamline the management of our network
physicians. For relevant risks exposed by us in relation to our network physicians, which are managed
by management service platform companies engaged by us, see “—Our medical service network
could become the subject of customer complaints, claims and legal proceedings in the course of
operation, which could result in costs and materially and adversely affect our brand image, reputation
and results of operations.” For historical procurement from our major suppliers, see
“Business—Suppliers and Procurement—Our Five Largest Suppliers.” If we fail to maintain our
business relationship with our suppliers, or if they cease to cooperate with us, or breach their current
agreements with us, we may have limited remedies and may be unable to source alternative supplies
in a timely manner and under commercially reasonable terms, which could have a negative impact on
the stability of our operations, thus materially and adversely affect business, financial condition and
results of operations.

We cannot assure you that we will be able to renew our agreements with our existing suppliers
when they expire or to enter into new supplier relationships to support the continued growth of our
business. In addition, we are vulnerable to supply shortages and fluctuations in market prices. The

59



RISK FACTORS

availability and prices of decocting pieces, TCM patent medicines, authentic medicinal, health
supplements, nourishment, medical equipment and medical consumables may be affected by various
factors that are beyond our control, such as shortage of raw materials, unexpected increases in demand
for such supplies, adverse weather conditions, occurrence of natural disasters, regulatory actions,
deteriorating financial conditions or cessation of business of the suppliers and labor shortages. In the
event that any of our suppliers fails to continue to supply us with sufficient quantities of supplies of
an acceptable quality in the future, we may be unable to obtain substitutes elsewhere in a timely
manner, or at all. Also, the market prices of decocting pieces, TCM patent medicines, authentic
medicinal, health supplements, nourishment, medical equipment and medical consumables may be
subject to significant fluctuations. We cannot assure you that we would be able to pass on any increase
in costs of such supplies to our customers, and any substantial fluctuation in market prices of such
supplies may materially increase our costs and impact our profitability.

We have limited or no control over the quality of decocting pieces, TCM patent medicines, authentic
medicinal, health supplements, nourishment, medical equipment and medical consumables used in our
business operations, which may expose us to liabilities and materially and adversely affect our reputation,
business, results of operations, financial condition and prospects.

Our healthcare solutions and products involve the frequent use of a variety of decocting pieces,
TCM patent medicines, authentic medicinal, health supplements, nourishment, medical equipment
and medical consumables, which we procure from suppliers whom we do not have control over. We
cannot assure you that all supplies are authentic, free of defects and meet the relevant quality
standards. If these supplies are subsequently found to have been defective at the time of the supply,
even though we did not know or could not have known about such defect, we may be subject to
liability claims, negative publicity, reputational damage, regulatory investigation or administrative
sanction, any of which may adversely affect our results of operations and reputation. We cannot assure
you that significant claims of such nature will not be asserted against us in the future, and that adverse
verdicts will not be reached or that we will be able to recover losses from our suppliers. In addition,
termination of our supply agreements with unqualified suppliers can be time-consuming and costly,
and we may not be able to find suitable replacement suppliers on commercially acceptable terms,
failing which our business, results of operations, financial condition and prospects will be adversely
affected.

We may subject to product liability claims or product recalls, which could cause us to incur significant
expenses and be liable for significant damages as we have not maintained relevant insurance.

We are subject to product liability claims with respect to healthcare products (including
valuable medicinal and nourishment) and pharmaceuticals provided by us during providing healthcare
solutions and sale of healthcare products. Such claims may arise if any of the products provided by
us are deemed or proven to be unsafe, ineffective, defective or contaminated or when we are alleged
to have engaged in practices, such as improper filling of prescriptions, insufficient or improper
labeling of products, provision of inadequate warnings or insufficient or misleading disclosures of
side effects, or unintentional distribution of counterfeits. In the event that the use or misuse of any
healthcare products or pharmaceuticals provided by us results in personal injury or death, product
liability and/or indemnity claims may be brought against us, in addition to our product recalls, and
the relevant regulatory authorities in the PRC may close down our related operations and take
administrative actions against us.
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If any healthcare products or pharmaceuticals provided by us are alleged to be harmful, we
may experience reduced sale of the relevant products and may have to recall them from the market.
We cannot guarantee that material product recalls will not occur or material product liability claims
will not be filed against us in the future. A substantial claim or a substantial number of claims against
us, if successful, would have a material adverse effect on our reputation, business, financial condition
and results of operations. As we do not maintain any product liability insurance, any product liability
claims made against us could result in substantial financial and/or reputational damage to us. In the
event that such product liability claims are attributable to our suppliers, there can be no assurance that
the loss can be fully indemnified. Any product recalls or any claims against us, regardless of merit,
can strain our financial resources and consume the time and attention of our management. If any
claims against us are successful, we may incur monetary liabilities, and our reputation may be
adversely affected.

We do not maintain medical liability insurance thus may be subject to losses and liabilities for any claims
against us.

Our medical service network is exposed to potential liabilities that are inherent to healthcare
solutions and products. In recent years, physicians and medical institutions in the PRC have been
subject to an increasing number of claims. During the Track Record Period and up to the Latest
Practicable Date, the total amount of monetary compensation paid by us to settle the medical dispute
was approximately RMBO0.2 million. We do not maintain medical liability insurance for our medical
service network. Therefore, our medical institutions, pharmacies and online healthcare platforms may
be subject to losses and liabilities for any future claims against them. Any losses and liabilities
incurred by us or a successful claim made against our medical institutions could have a material
adverse effect on our results of operations and financial condition. We cannot assure you that our
medical institutions, pharmacies and online healthcare platforms will not incur uninsured losses and
liabilities.

Our insurance coverage may be inadequate to cover all significant risk exposures.

We maintain limited insurance policies covering certain potential liabilities. In line with
industry practice, we do not maintain any property insurance, product liability insurance, medical
liability insurance and business interruption insurance or key person insurance. If we experience
severe outbreaks of communicable diseases or other factors outside of our control or natural or
man-made disasters, which may cause interruption to our business or damage to our properties and
medical facilities, we may incur significant costs and our daily operations may be materially and
adversely affected. In addition, if any of our management or key employees joins a competitor or sets
up competing businesses, we may lose customers and key medical professionals and staff members.
All of our employees are subject to non-compete agreements effective during and up to two years after
the termination of employment with us. However, if any dispute arises between our employees and
us, the non-competition provisions contained in their non-compete agreements may not be
enforceable, especially in China, on the ground that we may have not provided adequate
compensation to them for their non-competition obligations, which is required under the relevant PRC
laws. Any significant uninsured loss could have a material and adverse effect on our business,
financial condition and results of operations.
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We recorded net current liabilities and net liabilities during the Track Record Period and we cannot
assure you that we will not have net current liabilities in the future.

As of December 31, 2018, 2019 and 2020, June 30, 2021 and September 30, 2021, we recorded
net current liabilities of RMB19.5 million, RMB924.3 million, RMB1,427.2 million, RMB1,560.0
million and RMB1,671.1 million, respectively. The net current liabilities as of December 31, 2019 and
2020, June 30, 2021 and September 30, 2021 was primarily due to high level of current portion of
convertible redeemable preferred shares. As of December 31, 2018, 2019 and 2020 and June 30, 2021,
we recorded net liabilities of RMB&817.1 million, RMB970.2 million, RMB1,133.3 million and
RMB847.6 million. Our net liabilities position as of December 31, 2018, 2019 and 2020 and June 30,
2021 was also attributable to our convertible redeemable preferred shares. There can be no assurance
that we will not have net current liabilities or net liabilities in the future. The net current liabilities
and/or net liabilities position would expose us to liquidity risk which could restrict our ability to make
necessary capital expenditure or develop business opportunities, and our business, results of
operations and financial condition could be materially and adversely affected.

We cannot assure you that we will always be able to raise necessary funding to finance our
current liabilities and other debt obligations and we may continue to have net current liabilities or net
liabilities in the future. Our ability to arrange financing and the cost of such financing are dependent
on the global and the PRC economic conditions, capital and debt market conditions, lending policies
of the PRC government and banks, and other factors. In the event we are unable to obtain adequate
financing to meet our working capital requirements, we may be forced to delay, adjust, reduce or
abandon our planned strategies. Our business, prospects and financial condition may be materially
and adversely affected if our cash flow and capital resources are insufficient to finance our debt
obligations.

We are exposed to fair value changes in our convertible redeemable preferred shares and valuation
uncertainty due to the use of unobservable inputs that require judgement and assumptions which are
inherently uncertain.

Historically, we recorded fair value loss of our convertible redeemable preferred shares, which
amounted to RMB35.8 million, RMB191.1 million, RMB319.8 million and RMB330.7 million,
respectively, for the years ended December 31, 2018, 2019 and 2020 and the six months ended June
30, 2021. Fair value loss of our convertible redeemable preferred shares, which affects our financial
position, represents the changes in fair value of the various rights associated with our convertible
redeemable preferred shares. In addition, the fair value of convertible redeemable preferred shares is
determined by using the applicable valuation techniques, including the discounted cash flow method,
the option-pricing method and equity allocation model. Such valuation is based on key parameters
about risk-free interest rate and volatility, which are subject to uncertainty and might materially differ
from the actual results. Although our convertible redeemable preferred shares will be automatically
converted to Shares upon Listing, to the extent we need to revalue the convertible redeemable
preferred shares prior to the completion of the Global Offering, any change in fair value of these
convertible redeemable preferred shares could materially affect our financial position and results of
operations.
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Share-based payment may cause shareholding dilution to our existing Shareholders and have a material
and adverse effect on our financial performance.

We adopted 2015 Equity Incentive Plan to attract and retain personnel for positions of
substantial responsibility and to provide additional incentives to selected employees, Directors and
consultants. We also adopted the Pre-IPO Share Option Plan effective from March 31, 2021 to provide
additional incentives to motivate, attract, and retain the services of directors, senior managers, other
employees and individuals upon whose judgment, interest, contribution and special effort the
successful conduct of the Company’s operation is largely dependent. For details, see “Appendix
IV—Statutory and General Information—D. Pre-IPO Share Option Plan.”

For the years ended December 31, 2018, 2019 and 2020 and the six months ended June 30,
2021, we incurred equity settled share-based payment of RMB3.3 million, RMB9.2 million,
RMB15.4 million and RMB43.7 million, respectively. To further incentivize our employees and
non-employees to contribute to us, we may grant additional share-based compensation in the future.
Issuance of additional Shares with respect to such share-based payment may dilute the shareholding
percentage of our existing Shareholders. Expenses incurred with respect to such share-based payment
may also increase our operating expenses and therefore have a material and adverse effect on our
financial performance.

We incurred net losses during the Track Record Period and our operating results may fluctuate in the
future.

We incurred net loss of RMB173.8 million, RMB148.0 million, RMB255.3 million and
RMB349.7 million for the years ended December 31, 2018, 2019 and 2020 and for the six months
ended June 30, 2021, respectively, primarily due to the impact of fair value loss on convertible
redeemable preferred shares and convertible bonds, equity-settled share-based payment and listing
expenses.

As we are exposed to fair value changes in our convertible redeemable preferred shares and
valuation uncertainty due to the use of unobservable inputs, treatment of carrying amounts of our
financial liabilities measured at fair value through profit or loss may cause significant volatility in or
materially and adversely affect our period-to-period earnings, financial condition, results of
operations and business.

As share-based payment may cause shareholding dilution to our existing Shareholders,
expenses incurred with respect to such share-based payment may also increase our operating expenses
and therefore have a material and adverse effect on our financial performance.

We are exposed to fair value changes for financial assets at fair value through profit or loss and valuation
uncertainty due to the use of unobservable inputs that require judgement and assumptions which are
inherently uncertain.

During the Track Record Period, we had invested in non-principal guaranteed wealth
management products and may, from time to time, invest in such products in the future. As at June 30,
2021, our financial assets at fair value through profit or loss of RMB9.0 million (0.5% of our total
assets) represented the contingent consideration which we expect to receive from acquirees but has
not been fully settled as of the reporting date, which will be fully settled by January 2023.
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It is our Group’s financial management practice to deploy cash resources in an effective
manner by making appropriate investments in short-term financial instruments that generate income
without interfering with our business operations or capital expenditures. The underlying financial
instruments mainly include deposits and wealth management products.

Since the fair value of our financial assets is subject to all of the risks associated with those
underlying financial instruments, including the possibility of a default by, or bankruptcy of, the
issuers of such assets, any potential realized or unrealized losses in our investments in the future
resulting from the changes in the fair value of our financial instruments may adversely affect our
business, our results of operations and our financial condition.

The details on the fair value measurement of the financial assets at fair value through profit
or loss, particularly the fair value hierarchy, the valuation techniques and key inputs, including
significant unobservable inputs and the relationship of the unobservable inputs to the fair values, are
disclosed in Note 2.4 and Note 41 in Appendix I to this prospectus. Factors beyond our control can
significantly influence and cause adverse changes to the estimates and thereby affect the fair value.
These factors include, but are not limited to, general economic conditions, changes in market interest
rates, credit risks and stability of the capital markets. The valuation may involve a significant degree
of judgement and assumptions which are inherently uncertain, and may result in material adjustment,
which in turn may materially and adversely affect our business, financial condition and results of
operations.

We may incur impairment losses on our Other Intangible Assets.

Our intangible assets other than goodwill (the “Other Intangible Assets”) mainly represent
our online platform and software, which are measured on initial recognition at cost if acquired
separately or at fair value if acquired under business combination. As of December 31, 2018, 2019
and 2020 and June 30, 2021, we had Other Intangible Assets of RMB2.4 million, RMB2.6 million,
RMB22.8 million and RMB31.2 million, respectively. Our Other Intangible Assets are tested for
impairment annually and when there is an indicator for impairment. For details on the impairment
assessment methods for our Other Intangible Assets, see Note 2.4 to the Accountants’ Report set out
in Appendix I to this prospectus. During the Track Record Period, we had not incurred any impairment
losses on our Other Intangible Assets. The assessment of impairment losses involves a significant
degree of management judgments as well as estimates in determining the key assumptions, and
unpredictable adverse changes in the future may also result in decreases in the value of our Other
Intangible Assets. Therefore, we cannot assure you that these assumptions and estimates would not
result in outcomes that require a material adjustment to the carrying amounts of these Other Intangible
Assets in the future, which may in turn result in impairment losses. Significant impairment losses on
other intangible assets may have a material adverse effect on our financial condition and results of
operations, and may in turn limit our ability to obtain financing in the future.

We may need additional capital and may not be able to obtain it in a timely manner or under
commercially acceptable terms, or at all.

We believe that our current cash and cash equivalents, anticipated cash flow from operations,
available credit facilities, and the proceeds from this Global Offering will be sufficient to meet our
anticipated cash needs, including our cash needs for working capital and capital expenditures, for at
least the next 12 months from the date of this prospectus. We may, however, require additional cash
resources to finance our continued growth or other future developments, such as any marketing
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initiatives or investments we may decide to pursue. The amount and timing of such additional
financing needs will vary depending on the timing of our implementation of organic growth,
investments in acquisitions and the amount of cash flow from our operations. If our resources are
insufficient to satisfy our cash requirements, we may seek additional financing. To the extent that we
raise additional financing by issuance of additional equity securities, our Shareholders may
experience dilution. To the extent we engage in debt financing, the incurrence of indebtedness would
result in increased debt servicing obligations and could result in operating and financing covenants
that may, among other things, restrict our operational flexibility or our ability to pay dividends.
Servicing such debt obligations could also be burdensome to our operations. If we fail to service the
debt obligations or are unable to comply with such debt covenants, we could be in default under the
relevant debt obligations and our liquidity and financial conditions may be materially and adversely
affected.

Our ability to obtain additional capital on commercially acceptable terms is subject to a variety
of uncertainties, some of which are beyond our control, including general economic and capital
market conditions, credit availability of financial institutions, receipt of necessary PRC government
approvals, investors’ confidence in us, the performance of the healthcare and the grand TCM
healthcare industries in general, and our operating and financial performance in particular. We cannot
assure you that future financing will be available in amounts or on terms commercially acceptable to
us, if at all. In the event that financing is not available or is not available on terms commercially
acceptable to us, our business, results of operations and growth prospects may be adversely affected.

We depend on the continued service of our senior management team and other key employees, and any
failure to attract, motivate and retain them could severely hinder our ability to maintain and grow our
business.

We have been, and will continue to be, heavily dependent on the continued services of our
senior management team and other key employees, some of whom have been with us since our
inception. In particular, we rely on the expertise, experience and leadership of Mr. Tu, the founder of
our Group and the chairman of the Board. We also rely on a number of key members of our senior
management team.

We do not maintain key person insurance. Competition for competent candidates in the
industry is intense and the pool of competent candidates is limited. If we lose the services of one or
more of our key personnel, we may not be able to locate suitable or qualified replacements easily or
at all and may incur additional expenses to recruit and train new personnel. Consequently, our
business could be severely disrupted, the implementation of our business strategies could be delayed,
and our financial condition and results of operations could be materially and adversely affected. In
addition, if any member of our senior management team or key employees joins a competitor or forms
a competing business, we may lose know-how, trade secrets, customers and key professionals and
staff. All of our employees have entered into confidentiality agreements with us, and are subject to
non-compete agreements effective during and up to two years after their respective employment with
us. We cannot assure you, however, the extent to which any of these agreements will be enforceable
under the applicable laws. See “— Risks Relating to Doing Business in the PRC — Our operations are
subject to the uncertainties and particularities associated with the legal system in the PRC, which
could adversely affect our business, or limit the legal protection available to us or to existing or
potential investors” for more details.
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Failure to maintain optimal inventory levels could increase our operating costs or lead to unfulfilled
customers’ demand, either of which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

We aim to maintain optimal inventory levels in order to successfully meet our customers’
demand. However, we are exposed to inventory risk as a result of various factors that are beyond our
control, including shortage or delay in supplies, changing medical demands, the volatile economic
environment in the PRC and other force majeure events such as the outbreak of COVID-19. There can
be no assurance that we can accurately predict these trends and events and avoid over-stocking or
under-stocking our inventories.

Inventory levels in excess of demand may result in inventory write-downs, expiration of our
inventories or an increase in inventory holding costs and a potential negative effect on our liquidity.
In addition, if we underestimate demand, we may experience inventory shortages which may, in turn,
result in unfulfilled customers’ demand, leading to a negative impact on customer experiences. There
can be no assurance that we will be able to maintain proper inventory levels of our inventories, and
any such failure may have a material adverse effect on our business, financial condition, results of
operations and prospects.

Sale of prescription pharmaceuticals is subject to stringent scrutiny, which may expose us to risks and
challenges.

Sale of prescription pharmaceuticals is subject to stringent scrutiny, which may expose us to
risks and challenges. In particular, under the Administrative Measures for the Supervision and
Administration of Circulation of Pharmaceuticals ( {Z& 5 i BB B HHHL) ) promulgated by the
NMPA in 2007, a company is prohibited from either selling prescription pharmaceuticals to
consumers without prescription or selling prescription pharmaceuticals via internet or by post. A
company in violation of such prohibitions will be instructed to rectify, given a disciplinary warning,
and/or imposed an administrative penalty of no more than RMB30,000 per violation. The newly
revised Drug Administration Law of the People’s Republic of China ( "3 A\ R[50 28 i, 5
%) ) (the “Drug Administration Law”) abolishes the restriction on online sale of prescription
pharmaceuticals and adopts the principle of keeping offline and online sales consistent. In November
2020, the NMPA published for public comment the Draft Measures for the Supervision and
Administration of Online Pharmaceutical Sales ( CZ& #4585 8 BB ML (BUR Z MDD )
(the “Draft Measures for Online Pharmaceutical Sales”), aiming to enhance the supervision of
online pharmaceutical sales and related platform services. The Draft Measures for Online
Pharmaceutical Sales provides specific and explicit rules for the online sale of prescription
pharmaceuticals, which is perceived to be more conducive to online prescription pharmaceutical
sellers including us, but also presents challenges for us to be in compliance. The Draft Measures for
Online Pharmaceutical Sales provides that, among others, online prescription pharmaceutical sellers
shall (i) ensure the accuracy and reliability of the source of e-prescription, (ii) keep records of any
e-prescription for at least five years and no less than one year after the expiration date of the
prescription pharmaceuticals, (iii) disclose safety warnings including “prescription pharmaceuticals
should only be purchased and used with prescriptions and guidance of licensed pharmacists” when
displaying information of prescription pharmaceuticals; (iv) take effective measures to ensure the
information and data to be true and complete, and the transaction information to be traceable; (v)
establish online pharmaceutical sales safety management system, distribution system, complaint
handling system, and monitoring and reporting system for adverse pharmaceutical reactions in online
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sales; (vi) report the title of the relevant entity, legal representative, principal responsible person,
unified social credit code, website title or web client application title, website domain, drug
production license or drug trading license code and other information to the relevant governmental
authorities; and (vii) clearly and prominently display relevant qualification documents and contact
information on the home page of the website. We have conducted self-examination and implemented
corresponding rectification according to the above requirements applicable to us to the extent we can,
and if the Draft Measures for Online Pharmaceutical Sales is implemented in the future in its
current form, we will take further measures to comply with the remaining requirements. As advised
by our PRC Legal Advisors, the Draft Measures for Online Pharmaceutical Sales was released for
public comment only and its operative provisions and the anticipated adoption or effective date may
be subject to change with substantial uncertainty. We will closely monitor and assess the trajectory of
the rule-making process.

If we cannot meet relevant requirements under the evolving laws or interpretations of the law,
we could be subject to disciplinary warnings and administrative penalties, which may in turn
materially and adversely affect our business, results of operations, financial condition and prospects.
Additionally, we cannot assure you that our scrutiny measures and mechanism will be effective or
sufficient. There may be loopholes in our scrutiny measures and such measures may not be able to
detect prescriptions abuse or fraudulent orders effectively and timely. As the methods used to bypass
or cheat our scrutiny measures may change frequently and may not be recognized until they succeed,
we may be unable to anticipate these methods or to implement adequate preventative measures.
Failure to effectively screen the sale of prescription pharmaceuticals could expose us to liability under
PRC laws and regulations, which may incur significant liability and materially and adversely affect
our business, financial condition and results of operations.

Regulatory pricing controls may affect the pricing of healthcare solutions and products provided by us,
which may in turn affect our financial condition and results of operations.

The PRC government issues policies on the pricing of healthcare solutions, pharmaceuticals,
medical equipment and medical consumables. Substantially all of our medical institutions, as
Designated Medical Institutions, may only charge medical fees in accordance with the pricing
guidelines, price ceilings and/or cost-plus ceilings set by the relevant local healthcare administrative
authorities for services and products eligible to be paid by the national reimbursement programs. See
“Business—Pricing” and “Regulatory Overview—Regulations Relating to the Price of Healthcare
Service and Medicine” for more details. We cannot predict if the PRC government will change the
pricing guidelines, price ceilings and/or cost-plus ceilings in the future or if additional healthcare
solutions and products provided by us may become subject to pricing control, or more stringent
insurance reimbursement limits, which may put pressure on the pricing of our medical service
network. As a result, our financial condition and results of operations could be materially and
adversely affected.

Our business may be harmed by technological and therapeutic changes or by shifts in physicians’ or
customers’ preferences for alternative treatments.

The healthcare industry is characterized by frequent improvements and evolving technology.
As technological advances in such industry continue to evolve rapidly, new services and equipment
may arise, and our success will depend on the ability of our medical service network to adapt to such
technological changes, which is particularly challenging for us as an advocator of TCM. Adapting to
technological changes could incur significant expenditures and we may be subject to licensing or
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other regulatory requirements. Some of our competitors may have greater resources to respond to
these technological changes than our medical service network. If our medical service network fails to
adapt successfully to technological changes or fails to obtain access to new technologies in a timely
manner, our ability to compete could be strained, and as a result, our business, results of operations
and prospects will be materially and adversely affected. There is also no assurance that we will be able
to recover the expenditures associated with responding to the technological changes. In addition, rapid
technological improvements could, at times, lead to earlier-than-planned obsolescence or redundancy
of equipment and result in impairment charges, which may materially and adversely affect our results
of operations.

Furthermore, potentially revolutionary technological and therapeutic changes in treatment
methods could reduce demand or even eliminate the need for TCM healthcare solutions and products.
Customers and physicians may choose alternative therapies over TCM healthcare solutions and
products due to a number of reasons. Any shifts in physicians’ or customers’ preferences for other
therapies over TCM healthcare solutions and products may materially and adversely affect our
business, financial condition and results of operations.

Our business is mainly focused on TCM healthcare solutions and products, the receptiveness of which in
the PRC may change, and our business, results of operations and financial condition may be materially
affected as a resulit.

Our continued success depends on the popularity of and demand for TCM healthcare solutions
and products. However, customer preferences and demand may shift away from TCM healthcare
solutions and products for various reasons including but not limited to:

* achange in customers’ belief in the efficacy of TCM healthcare solutions and products in
achieving their claimed benefits;

e a general change in customers’ preferences for TCM healthcare solutions and products as
compared to other treatment options that claim similar benefits; and

*  negative scientific research, findings or publicity regarding TCM healthcare solutions and
products or other services and products provided by us.

We believe that the grand TCM healthcare industry is highly dependent upon customer
perception regarding the safety, efficacy, level of side effects and quality of TCM healthcare solutions
and products. Customer perception of healthcare solutions and products provided by us can be
significantly influenced by scientific research or findings, media attention and other publicity
regarding related TCM healthcare solutions and products. We cannot assure you that future scientific
research, findings or publicity will be favorable to any particular service or product, or consistent with
existing research or findings which are favorable to that service or product. Scientific research reports,
findings or publicity, whether or not accurate, may associate illness or other adverse effects with the
consumption of TCM healthcare solutions and products in general or that of TCM healthcare solutions
and products provided by us or other similar companies, question the safety, efficacy or benefits of
such services and products, or claim that any of such services and products are unsafe or ineffective.
Such adverse publicity could arise even if the adverse effects associated with such services and
products resulted from customers’ failure to consume such services or products appropriately or as
directed. Any such reports, findings or publicity may have a material adverse effect on the demand
for healthcare solutions and products provided by us, and our business, results of operation and
financial condition.
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Any negative publicity about us, our physicians and other medical professionals, our medical service
network, the TCM, the healthcare, internet and internet healthcare industries could harm the brand
image and reputation of us and our medical service network, and trust in the healthcare solutions and
products provided by us, which could result in a material and adverse impact on our business and
prospects.

Negative publicity involving us, our physicians and other medical professionals, our medical
service network, the TCM, the healthcare, internet and internet healthcare industries may materially
and adversely harm the brand image and reputation of us and our medical service network, and cause
deterioration in the level of market recognition of and trust in the healthcare solutions and products
provided by us, thereby resulting in reduced customer visits and market demands, and potential loss
of business partners as well as medical professionals and other staffs. Such negative publicity may
also result in diversion of management’s attention, and government investigations or other forms of
scrutiny. These consequences may have a material and adverse effect on our business, results of
operations, financial condition and prospects.

If we are unable to continue to attract and retain customers, provide superior customer experience and
maintain customers’ trust in our medical service network, our business, financial condition and results of
operations may be materially and adversely affected.

Our medical service network is highly dependent on our customer base. In 2018, 2019 and
2020 and the six months ended June 30, 2021, our new customers were 333,418, 377,199, 361,754
and 227,500, respectively, and our accumulated customers at the end of each period were 915,052,
1,292,251, 1,654,005 and 1,881,505, respectively. Growth in our customer base is a key driver of our
revenue growth. Our ability to continue to attract and retain customers depends on our ability to
provide superior customer experience. In order to do so, we need to continue to provide a wide
selection of high-quality healthcare solutions and products, explore services and products that are
responsive to customers’ demand, ensure timely and reliable delivery, flexible payment options and
superior after-sales services. Such ability, in turn, depends on a variety of factors beyond our control.
In particular, we rely on a number of third parties in the provision of our healthcare solutions and
products, such as suppliers and medical professionals. Their failure to ensure high-quality supplies or
healthcare services may adversely affect our customers’ receptiveness of, and willingness to purchase,
healthcare solutions and products provided by us, which may damage our reputation and cause us to
lose customers.

In addition, we leverage third-party logistics service providers to facilitate timely and reliable
delivery to our customers. If the products purchased by our customers fail to be delivered to them in
a timely and proper fashion, our brand and customer loyalty may be adversely affected.

Our customers make prepayments when purchasing our prepaid membership packages for
future redemption of healthcare solutions and/or products. Also, we received prepayment from
customers and corporate customers mainly for healthcare solutions that they have not yet received
which were booked as contract liabilities. As of December 31, 2018, 2019 and 2020 and June 30,
2021, our contract liabilities, representing the abovementioned prepaid membership packages and
prepayments for healthcare solutions, amounted to RMBS&.1 million, RMB16.9 million, RMB24.4
million and RMB20.2 million, respectively. Generally, payment for prepaid membership packages
and prepayments for healthcare solutions cannot be recognized as revenue until the related healthcare
solution and/or product is rendered. In addition, the realization of the healthcare solutions and/or
products of prepaid membership packages is subject to, among other things, our service capacity when
the relevant service is requested. If we have insufficient capacity to render the relevant services when
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our customers request to redeem their prepaid membership packages, we cannot assure you that our
customers will not have complaints or claims against us for undelivered services and/or products,
which could materially and adversely affect our customers’ satisfaction of, the level of market
reputation of, and trust in, our services and/or products, and in turn, our business, financial condition
and results of operations. Moreover, if we fail to provide the healthcare solutions and/or products in
the package or as prepaid for, we may need to return the prepayments we received to such customers,
which may adversely affect our cashflow and our financial position. Additionally, if our customer
service personnel fail to provide satisfactory service, or if waiting time is too long due to high volume
of inquiries or customer visits at peak times, customer experience will be materially and adversely
affected. Moreover, any negative publicity or poor feedback on our customer service may harm our
brand and reputation and, in turn, cause us to lose customers and market share.

Furthermore, we provide healthcare solutions and products through our online healthcare
platforms. The general public, many of whom are our potential customers, may not recognize and
accept the concept of online healthcare solutions and products. They may also have concerns over the
reliability, safety and efficacy of the healthcare solutions and products provided through online
platforms. If we cannot continue to provide superior customer experience, wide selection of
high-quality healthcare solutions and products and ensure their efficacy in addressing our customers’
needs and meeting their expectation, and maintain or support the reliability, security and functionality
of online platforms where we operate, we may not be able to retain our existing customer base or
attract new customers, which may in turn materially and adversely affect our business, results of
operations, financial condition and prospects.

Our medical service network could become the subject of customer complaints, claims and legal
proceedings in the course of operation, which could result in costs and materially and adversely affect our
brand image, reputation and results of operations.

We rely on the physicians and other medical professionals in our medical service network to
make proper clinical decisions regarding the diagnoses and treatments of customers. However, we do
not have direct control over the clinical activities of our medical service network or over the decisions
and actions taken by the physicians and other medical professionals as their diagnoses and treatments
of customers are subject to their professional judgment and in most cases, must be performed on a real
time basis. Any incorrect decisions or actions on the part of the physicians and other medical
professionals, or any failure by our medical service network to properly manage clinical activities
may result in undesirable or unexpected outcomes, including complications, injuries and even deaths
in extreme cases. In addition, there are inherent risks associated with the clinical activities that may
result in adverse reactions such as dizziness and numbness of the tongue caused by overdose of certain
decocting pieces, such as Aconite (fff 1), Pinellia (*f*), Asarum (i), as well as burns caused by
misoperation of physicians during the physiotherapy.

In recent years, medical professionals, hospitals and other healthcare providers in the PRC
have become subject to an increasing number of customer complaints, claims and legal proceedings
alleging malpractice or other causes of action. Incidents have occurred in hospitals and other medical
institutions in the past in the PRC where dissatisfied customers carried out extreme actions or even
violence during the course of the disputes. Any such incident, if occurs, would harm our reputation,
impair the ability of our medical service network to recruit and retain medical professionals and other
staffs, discouraging other customers from visiting our medical service network, and cause us to incur
substantial costs.
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Our medical service network may choose to settle with the dissatisfied customers. During the
Track Record Period and up to the Latest Practicable Date, the total amount of monetary
compensation paid to settle customer complaints was approximately RMBO0.2 million. A customer
complaint becomes a medical dispute when initial negotiation fails to reach a settlement and the
customer requests to resolve the complaint through mediation or litigation. See
“Business—Compliance and Legal Proceedings—Legal Proceedings—Medical Disputes” for details
of the medical dispute resolved and settled by our medical service network during the Track Record
Period and up to the Latest Practicable Date. Despite the contractual terms of the expert collaboration
agreements entered between our network physicians and us, for any medical disputes caused by
network physician’s malpractice, we are still liable for compensation in the case that the physician
practicing at the medical institution is at fault for damage inflicted on a patient during the course of
diagnosis and treatment, which is our responsibility under the relevant laws and regulations. We
cannot guarantee our medical service network will not encounter the malpractice of physicians and
be subject to medical disputes or that they can successfully prevent or address all medical disputes
in the future. Any complaint, claim or legal proceeding, regardless of merit, could result in significant
legal costs, diversion of medical professionals’ and management’s resources and reputational damage
to us, and we may also incur additional costs if we terminate the collaboration relationship with the
physician who conducted malpractice and engage other physicians. These potential negative results
may in turn materially and adversely affect our business, financial condition and results of operations.

Our business generates and possesses a large amount of customers’ personal and medical information,
and the improper collection, storage, use or disclosure of such information could materially and adversely
affect our business and reputation.

During our provision of healthcare solutions and products, we collect and maintain personal
and medical information of our customers with their prior consents. Unless otherwise provided in
laws and administrative regulations, PRC laws and regulations only allow healthcare providers to
collect personal and medical information of their customers with such customers’ prior consents and
to the extent necessary. PRC laws and regulations also generally require healthcare providers to
protect the privacy of their customers and prohibit unauthorized disclosure of personal information.
Our medical service network will be liable for damage caused by divulging the customers’ personal
or medical records without consent.

We have taken measures to maintain the confidentiality of our customers’ personal and
medical information, including performing de-identification on raw data stored, encrypting personal
and medical information in our cloud-based HIS so that it cannot be viewed without proper
authorization or exported in bulk, storing information relating to national reimbursement programs
only in our intranet system to avoid information leakage, and setting up firewalls to prevent
information loss or leakage caused by cyber-attacks. However, these measures may not always be
effective, considering the increase of personal and medical information collected and maintained by
us and the increasing level of expertise of hackers. There is a risk that such information could be
compromised in the event of a security breach at our medical service network. Such information could
be divulged due to, for example, theft or misuse arising from staff misconduct or negligence. In
addition, we use customers’ medical information on an aggregated basis after redacting personally
identifiable information or disclose certain data after obtaining relevant customers’ consent for
research purposes. While we believe our current usage of customers’ medical information is in
compliance with applicable laws and regulations governing the use of such information, any change
in such laws and regulations or any change in the interpretations of the constantly evolving data
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privacy and security regulatory requirements could impose more stringent data protection
requirements and thus affect our ability to use medical information and subject us to liability for the
use of such data for current permitted purposes.

On June 10, 2021, the Data Security Law was adopted by the Standing Committee of the
National People’s Congress (2B A\ RACE K& # 5 Z% B &) and became effective on September 1,
2021. On August 20, 2021, the PIPL was adopted by the Standing Committee of the National People’s
Congress and became effective on November 1, 2021. The Cyberspace Administration of China
published the Draft Cybersecurity Review Measures on July 10, 2021. Pursuant to the Draft
Cybersecurity Review Measures, critical information infrastructure operators that purchase network
products and services and data processing operators engaging in data processing activities that affect
or may affect national security must be subject to the cybersecurity review, reflecting the increased
attention of the government authorities on data security and protection. However, the Draft
Cybersecurity Review Measures provides no further explanation or interpretation for “listed abroad.”
Given that the expression used in the Draft Cybersecurity Review Measures is “listing in a foreign
country” rather than “offshore listing” and that Hong Kong is likely to be considered as “offshore”
rather than “foreign country,” it is not likely that a listing in Hong Kong will be considered as “listing
in a foreign country.” Furthermore, the exact scope of “critical information infrastructure operators”
under the Draft Cybersecurity Review Measures and the current regulatory regime remains unclear,
and the identification rules of critical information infrastructure operators still need to be formulated
and clarified by relevant Protection Work Departments (the competent departments and supervision
and management departments of important industries and sectors) in future legislation. As of the
Latest Practicable Date, the Draft Cybersecurity Review Measures had not come effective.

On November 14, 2021, the CAC published Draft Regulations on Cyber Data Security
Management, which further elaborated a listing in Hong Kong should not be treated as “listing in a
foreign country,” which was mentioned in the Draft Cybersecurity Review Measures. According to
Draft Regulations on Cyber Data Security Management, seeking to be listed in Hong Kong that affects
or may affect the national security should be reported and undergo the cybersecurity review.
According to National Security Law of the PRC ( ¥ NRILFNEE 5 & 44) ) issued by
Standing Committee of the National People’s Congress on July 1, 2015 and became effective on the
same date, national security refers to a status in which the regime, sovereignty, unity, territorial
integrity, welfare of the people, sustainable economic and social development, and other major
interests of the state are relatively not faced with any danger and not threatened internally or
externally and the capability to maintain a sustained security status. As advised by our PRC Legal
Advisors, the criteria for determining “affect or may affect national security,” as stipulated in the
Draft Regulations on Cyber Data Security Management, is still subject to uncertainty and further
observation and further elaboration by the CAC.

Given the uncertainty on the interpretation and application of the Draft Regulations on Cyber
Data Security Management, we cannot assure you that we will not be deemed as a data processor that
“affect or may affect national security” in the future. We may be subject to cybersecurity review by
the competent government authority after the draft regulations become effective even upon
completion of our Listing. If the data processing activities of a Hong Kong listed company or a
company that is in the process of applying for listing in Hong Kong are deemed as “affecting or may
affect national security” and such company has failed to conduct cybersecurity review according to
the relevant laws and regulations, such company will be requested to take rectification actions, subject
to disciplinary warning, and/or imposed an administrative penalty ranging from RMBS50,000 to
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RMB500,000 for a single violation incident. Furthermore, if such violation causes material impact or
such company refuses to rectify the violation, such company may be subject to more severe penalties,
such as revocation of relevant practicing licenses and permits. Therefore, if our business is deemed
as “affect or may affect national security” when the Draft Regulations on Cyber Data Security
Management become effective and we fail to conduct cybersecurity review according to the relevant
laws and regulations and/or take rectification actions as required by the relevant competent
government authority, we might be subject to more severe penalties, warnings or revocation of our
practicing licenses and permits, which could materially and adversely affect our business, reputation
as well as financial performance.

On October 29, 2021, the Cyberspace Administration of China published the Draft Outbound
Data Transfer Security Assessment Measures. As of the Latest Practicable Date, we had disclosed
certain information of our Shareholders, Directors, managerial officers, employees and customers to
the legal advisors and Joint Sponsors for the purpose of due diligence, while the legal advisors and
Joint Sponsors are professional parties which have entered into legally binding non-disclosure
agreements with us. The Draft Outbound Data Transfer Security Assessment Measures specify the
circumstances in which data handlers providing data outbound shall apply for outbound data transfer
security assessment with the Cyberspace Administration, including, among others, the personal
information handlers handling the personal information of over 1 million people provides personal
information outbound. If the Draft Outbound Data Transfer Security Assessment Measures are fully
implemented as-is, the above circumstance remains to be clarified. It does not clarify the number of
outbound data transfer in such circumstance, which leaves more uncertainties in its application and
enforcement and we may be subject to the outbound data security assessment with national
Cyberspace Administration as mentioned above. We will continue to pay close attention to the
relevant legislative and regulatory development and prepare for the security assessment when
necessary.

With the continuous expansion of our business and growth of our customer base, there can be
no assurance that we will not be subject to national security review or the recent tightening of
regulations on the collection and use of personal information by relevant government authorities in
the PRC will have no material adverse effect to our business operations in the future. If we cannot
meet relevant requirements under the evolving applicable laws or regulations relating to data privacy,
data protection or information security or any additional tax related requirements relating to data, or
any compromise of security that results in unauthorized access, use or leakage of our customers’
personal and medical information, we could face damage in our reputation or other negative
consequences, such as investigations, fines, or suspension of one or more of our online healthcare
platforms, any of which could materially and adversely affect our business, financial condition and
results of operations. In addition, complying with various laws and regulations on cybersecurity and
data security could cause us to incur additional costs or require us to change our business practices,
including our data practices, which may significantly distract our management’s attention and
adversely affect our business.

Public scrutiny of internet privacy and security issues may result in increased regulation and different
industry standards, which could deter or limit us from providing healthcare solutions and products to our
customers, thereby harming our business.

Regulatory requirements regarding the protection of personal and medical information are
constantly evolving and can be subject to significant change, making the extent of our responsibility
in that regard uncertain. Our business, including our ability to operate and expand, could be adversely
affected if legislation or regulations are adopted, interpreted or implemented in a manner that is
inconsistent with our current business practices and that requires changes to these practices, design
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of our websites, mobile applications, healthcare solutions and products, features or our privacy
policies. In particular, the success of our business has been, and we expect will continue to be, driven
by our ability to responsibly gather and process personal and medical information of customers.
Therefore, our business could be harmed by any significant change to applicable laws, regulations or
industry standards or practices regarding the collection, storage, use or disclosure of information that
our customers share with us, or regarding the manner in which the express or implied consent of
customers for such collection, storage, use and disclosure is obtained. Such changes may require us
to modify our healthcare solutions and products, possibly in a material manner, and may limit our
ability to develop new kinds of services, products and features.

Customer growth and activity on mobile devices depends upon effective use of networks, standards and
mobile operating systems that we do not control.

Customers may receive or purchase healthcare solutions or products provided by us through
mobile devices. To optimize the mobile experience, we are, to some extent, dependent on our
customers downloading the specific mobile applications for their particular devices. As new mobile
devices and operating systems are launched, it is difficult to predict the problems we may encounter
in developing applications for these alternative devices and operating systems, and we may need to
devote significant resources to the development, support and maintenance of such applications. In
addition, our future growth and results of operations could suffer if we experience difficulties in the
future in integrating our mobile applications into mobile devices, if problems arise with our
relationships with mobile operating system providers or mobile application stores, if our mobile
applications receive unfavorable treatment compared to competing applications at mobile application
stores, or if we face increased costs to distribute or attract customers to use our mobile applications.
In the event that it becomes more difficult for our customers to receive or purchase healthcare
solutions or products provided by us on their mobile devices, or if our customers choose not to receive
or purchase healthcare solutions or products provided by us on their mobile devices, or if our
customers’ mobile devices do not offer access to our online healthcare platforms, our customer growth
could be harmed and our business, financial condition and results of operations may be adversely
affected.

If we fail to maintain our collaborative relationships with third-party online platforms, our business,
reputation, financial condition and results of operations may suffer.

We provide online appointment services through leading third-party online platforms to attract
customer traffic. In addition, we also sell healthcare products through our flagship stores opened on
leading third-party online platforms such as Tmall. For the years ended December 31, 2018, 2019 and
2020 and the six months ended June 30, 2021, we generated revenue of RMB4.4 million, RMB4.3
million, RMB3.6 million and RMB2.2 million, respectively, from providing healthcare solutions to
customers who booked our services through third-party online platforms and our revenue generated
directly from sale of healthcare products through our online seller stores on third-party online
platforms amounted to nil, nil, RMBO0.7 million and RMB1.7 million, respectively. For details of the
collaboration with these third-party online platforms, see ‘“Business—Our Services and
Products—Healthcare Solutions—Cornerstones of Healthcare Solutions—Offline and Online Medical
Service Network—Online Healthcare Platforms.” These third-party platforms enable us to effectively
extend our customer outreach and enhance our influence. To the extent that we fail to leverage such
third-party platforms, our ability to attract or retain customers may be harmed. If our relationship with
these third-party platforms deteriorates or is terminated or we fail to establish or maintain
relationships with them on commercially viable terms, we may not be able to quickly locate

74



RISK FACTORS

alternative platforms. As a result, the aforementioned circumstances may limit our ability to continue
growing our customer base, decrease customers’ demand for healthcare solutions and products
provided by us, and affect our business, financial condition and results of operations.

We may not be able to conduct our sales and marketing activities effectively and we are subject to
regulatory limitations in promoting our business.

Our brand promotion and marketing activities may not be well received by customers and may
not result in the benefits that we anticipate. Meanwhile, marketing approaches and tools in the
healthcare, internet and internet healthcare industries in the PRC are evolving, which may further
require us to enhance our marketing approaches and experiment with new marketing methods to keep
pace with industry developments and customer preferences. Failure to refine our existing marketing
approaches or to introduce new marketing approaches in a cost-effective manner could reduce our
market share and materially and adversely affect our financial condition, results of operations and
profitability.

In addition, we are obligated to ensure all of our sales and marketing activities, including
advertising contents, comply with applicable laws, rules and regulations. In the PRC, according to the
Administrative Measures on Medical Advertisement ( ERESE ML) ) and the Notice on
Further Strengthening the Administration of Medical Advertisements (B #E— 25 in o B 1 2
FERY3E A1) ), our medical institutions must obtain a Medical Advertisement Examination Certificate
(B PR B 15 75 & % ) before publishing a medical advertisement. Violation of these regulations may
result in penalties against the non-compliant medical institution, including rectification, orders,
warnings, suspension of operations, revocation of relevant permits to engage in the provision of
specific healthcare solutions and products, and the revocation of the Medical Institution Practicing
License (Pt ZEFFn]#) of such medical institution. In addition, if the content of the
published advertisement deviates from what is approved and documented in the Medical
Advertisement Examination Certificate, the competent authority may revoke the Medical
Advertisement Examination Certificate and suspend any application for advertisement examination
for one year. For advertisements related to certain types of services and products, such as
pharmaceuticals and medical devices, our medical institutions are required to confirm that the
advertisers have completed filings with local authorities and obtained all requisite government
approvals. Our pharmacies are also required to abide by applicable laws and regulations in connection
with medical advertisement. Any violations of these laws and regulations may subject us to
government penalties, impair our brand and adversely impact our financial condition and results of
operations. To avoid any potential violations, we have established internal policies to monitor the
obtaining and relevant validity period of the Medical Advertisement Examination Certificate for our
medical advertisement and its compliance with the relevant PRC laws and regulations. However, we
cannot assure you that our internal management will be sufficient to secure the compliance with the
relevant laws and regulations in connection with medical advertisement, the violation of which may
subject us to administrative penalties thus materially and adversely affected our business, results of
operations and financial condition.

We may be subject to liability for contents available on our online healthcare platforms that are alleged
to be factually incorrect, socially destabilizing, obscene, superstitious, defamatory, libelous or otherwise
unlawful.

Under the PRC laws and regulations, we are required to monitor our websites and mobile
interfaces for items or contents deemed to be factually incorrect, socially destabilizing, obscene,
superstitious or defamatory, as well as contents, services or products that are illegal to be provided
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online, and promptly take appropriate actions with respect to such contents, services or products. We
may also be subject to potential liabilities for any unlawful actions of our customers of our websites
or mobile interfaces or for contents we distribute that are deemed inappropriate. It may be difficult
to determine the type of contents that may result in liability to us, and if we are found to be liable,
we may be subject to fines, have our relevant business operation licenses revoked, or be prevented
from operating our websites or mobile interfaces in the PRC. In addition, claims may be brought
against us for defamation, libel, negligence, copyright, patent or trademark infringement, tort
(including personal injury), other unlawful activity or other theories and claims based on the nature
and content of information posted on our websites or mobile interfaces, including news feeds,
healthcare service or product reviews and message boards, by our customers. Regardless of the
outcome of such disputes or lawsuits, we may suffer from negative publicity and reputational damage
as a result, which may adversely affect our business.

Our medical institutions derive a significant portion of revenue by providing healthcare solutions and
products to customers with national reimbursement coverage; any delayed payment or disputes under the
PRC’s national reimbursement programs could affect our results of operations.

As of the Latest Practicable Date, our medical institutions were Designated Medical
Institutions, except for Beijing Gushengtang TCM Hospital Co., Ltd., Guangzhou Yuexiu District
Gusheng Out-patient Department Co., Ltd. and Foshan Shunde District Gushengtang TCM Out-
patient Department Co., Ltd. Customers who are covered by the national reimbursement programs
may choose to rely on national reimbursement programs to pay for some of healthcare solutions and
products, with the remaining portions to be settled through commercial medical insurance policies,
cash, bank cards or online payments via third-party payment platforms. For the years ended December
31, 2018, 2019 and 2020 and the six months ended June 30, 2021, our revenue derived from
settlement through national reimbursement programs accounted for 28.8%, 27.9%, 28.9% and 28.1%
of our total revenue for the same periods, respectively. However, the specific percentage covered by
national reimbursement programs may vary based on criteria including type of the insurance program,
local practice, age of the customer and type of service or product involved.

Depending on the relevant practice with respect to national reimbursement programs, our
medical institutions which are Designated Medical Institutions may be subject to government-
approved annual quota for the medical fees that they are allowed to recover from the relevant public
medical insurance bureau. For medical insurance reimbursements received by our relevant medical
institutions in excess of their government-approved annual quota, the local medical insurance bureaus
may either (i) request our relevant medical institutions to refund all or part of these excess amounts;
or (ii) deduct our relevant medical institutions’ government-approved annual quota in the year when
the relevant annual review and settlement was conducted, to the extent equal to or less than these
excess amounts. For the years ended December 31, 2018, 2019 and 2020, such excess amounts were
RMB3.1 million, RMB2.6 million and RMB1.4 million, respectively. However, during the Track
Record Period and up to the Latest Practicable Date, we had not been required by the local medical
insurance bureaus to refund any excess amounts we received, nor had they reduced any government-
approved quotas under the national reimbursement programs for any excess amount we received.
However, if the quota assigned by the local medical insurance bureau does not increase in line with
our medical institutions’ revenue growth, the loss generated from such non-reimbursable amounts
would increase and as a result, could adversely affect our results of operations. In addition, if our staff
cannot fully understand and implement the complicated reimbursement scheme, we may be subject
to administrative penalties caused by non-compliance with the national reimbursement programs. For
example, one of our subsidiaries’ claim for reimbursement of a negligible amount of medical fees was
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rejected by local medical insurance bureaus due to ineligibility of such medical fees for national
reimbursement programs. We cannot assure you that we will not be subject to the same due to our
implementation under national reimbursement programs inaccurately.

In addition, we cannot assure you that our medical institutions will be able to maintain their
status as Designated Medical Institutions, the loss of which will not only harm our reputation but may
also result in reduced customer visits. Furthermore, the PRC government may alter its reimbursement
policies in coverage plans in the future such that: (i) certain healthcare solutions and products
provided by our medical institutions will no longer be covered; or (ii) more stringent thresholds on
existing coverage may be imposed. Any reduction in the rates paid or the scope of healthcare solutions
and products covered may reduce customer accessibility to our medical institutions and may lead to
reduced customer traffic, medical fees and customers’ demand. Any of these events could lead to a
decrease in our revenue generation and profitability which could have a material adverse effect on our
business, results of operations and prospects.

A portion of our revenue was settled through commercial medical insurance policies, and our financial
condition, results of operations and business may be materially and adversely affected if we fail to
maintain our cooperation with them or there is any default or delayed settlement by these commercial
insurance institutions.

A portion of our customers have commercial medical insurance coverage, and we also have
various collaboration arrangements with such commercial insurance institutions on direct settlement
for insured customers. For the years ended December 31, 2018, 2019 and 2020 and the six months
ended June 30, 2021, our revenue derived from direct billing settlement through commercial medical
insurance policies amounted to RMB1.3 million, RMB1.7 million, RMB1.8 million and RMB1.5
million, respectively, representing an insignificant portion of our total revenue. We may not be able
to maintain or increase customer volume covered by commercial medical insurance policies and to
renew collaboration arrangements with the existing commercial insurance institutions in the future,
which may materially and adversely affect our revenue and cash flows. In addition, any default or
delayed settlement by these commercial insurance institutions may also materially and adversely
affect our financial condition, results of operations and business.

We may not be able to collect all of our trade receivables thus being exposed to credit risk.

Our trade receivables primarily represent the balances due from national reimbursement
programs, corporate customers and third-party platforms which we cooperate with. As of December
31, 2018, 2019 and 2020 and June 30, 2021, our trade receivables were RMB54.1 million, RMB42.3
million, RMB56.6 million, and RMB60.3 million, respectively. We recognize the allowance for
expected credit losses for trade receivables, which is calculated based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that we expect to
receive, discounted at an approximation of the original effective interest rate. At the end of each year
during the Track Record Period, we assessed whether the credit risk of a financial instrument has
increased significantly since its initial recognition. When making the assessment, we compare the risk
of a default occurring on the financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition and consider reasonable and
supportable information that is available without undue cost or effort, including historical and
forward-looking information. We cannot assure you that we will be able to collect our trade
receivables from national reimbursement programs, corporate customers and third-party platforms in
full, or at all, in the future, despite our efforts to conduct credit assessment on them.
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Our deferred tax assets may not be recovered.

As of June 30, 2021, our deferred tax assets amounted to RMB30.2 million, representing 1.7%
of our total assets. We periodically assess the probability of the realization of deferred tax assets,
using accounting judgments and estimates with respect to, among other things, historical operating
results, expectations of future earnings and tax planning strategies. In particular, these deferred tax
assets can only be recognized to the extent that it is probable that future taxable profits will be
available against which the unused deferred tax assets can be utilized. However, we cannot assure you
that our expectation of future earnings will materialize, due to factors beyond our control such as
general economic conditions, changes in tax laws or regulations or, negative development of a
regulatory environment, in which case we may not be able to recover our deferred tax assets which
in turn could have a material adverse effect on our financial condition, results of operations and
business.

The wide variety of payment methods that we accept subjects us to third-party payment processing-
related risks.

We accept payments using a variety of methods, primarily including national reimbursement
settlements, cash, bank cards, or online payment via third-party payment platforms, as applicable. We
may be charged interchange and other fees for certain payment methods, which may increase over
time and raise our operating costs and lower our profit margins. We may also be subject to fraud and
other illegal activities in connection with the various payment methods we offer, including online
payment option. We are also subject to various rules, regulations and requirements governing
electronic funds transfers in the PRC, which could change or be reinterpreted to make it difficult or
impossible for us to comply with. If we fail to comply with these rules or requirements, we may be
subject to fines and higher transaction fees and lose our ability to accept credit and debit card
payments from our customers, process electronic funds transfers or facilitate other types of online
payments, and our business, financial condition and results of operations could be materially and
adversely affected.

Failure to renew our current leases at reasonable terms or to locate desirable alternatives for our medical
institutions or pharmacies could materially and adversely affect our business and results of operations.

We may not be able to successfully extend or renew our current leases upon their expiration
on commercially reasonable terms, or at all, and may therefore be forced to relocate our medical
institutions or pharmacies concerned. This could disrupt the operations of medical institutions or
pharmacies concerned and result in significant relocation expenses, which could adversely affect our
business, financial condition and results of operations. In addition, we compete with other businesses
for premises at certain locations or of desirable sizes. As a result, even though we could extend or
renew our leases, rental payments may significantly increase as a result of the high demand for the
leased properties. In addition, we may not be able to locate desirable alternative sites for our medical
institutions or pharmacies as our business continues to grow, and failure in relocating our medical
institutions or pharmacies concerned could adversely affect our business and operations.
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The uncertainty in the interpretations or implementation of PRC property related laws and regulations
regarding certain of our leased properties may materially and adversely affect our business, financial
condition and results of operations.

As of the Latest Practicable Date, we leased 105 properties in the PRC mainly as medical
institution premises and offices. Some of these leases do not meet certain property related
requirements under applicable PRC laws and regulations. For example, as of the Latest Practicable
Date, our subsidiaries’ use of 11 leased properties in Shanghai and Guangdong as medical institutions
premises was inconsistent with the designated usage specified in the Building Ownership Certificates
of such properties, namely, for commercial, industrial or residential purposes. As of the Latest
Practicable Date, there were nine properties leased by our subsidiaries for which the landlords had not
provided the relevant Building Ownership Certificates or other proofs evidencing their legitimate
rights to lease such properties. In addition, as of the Latest Practicable Date, 81 of our lease
agreements with an aggregate GFA of 52,596.1 sq.m. (excluding the GFA of 14 properties, which
were primarily staff dormitories, offices or places of business registration) had not been registered
with the relevant PRC government authorities. See “Business—Properties” for more details. Any of
the foregoing may subject us to penalties, and/or force us to relocate and incur additional cost
associated therewith, and our business, financial condition and results of operations could be
materially and adversely affected as a result.

Any operation disruption to the warehousing facility we use, or to the logistics services provided by our
suppliers, could have a material adverse effect on our business, financial condition and results of
operations.

As of the Latest Practicable Date, our warehousing facilities primarily included one
centralized warehouse that we leased in Guangzhou, Guangdong province for storing our inventories.
Natural disasters or other unanticipated catastrophic events, including power interruptions, water
shortage, storms, fires, earthquakes, terrorist attacks and wars, changes in government planning for
the land underlying this warehouse, as well as challenges from third parties or government authorities
to our right to use such warehouse, could interrupt the operation of this warehouse, destroy any
inventory located therein, and significantly impair our business operations. If any of the foregoing
occurs, we may not be able to find suitable replacement sites on terms acceptable to us on a timely
basis, or at all, and our business, financial condition and results of operations could be materially and
adversely affected.

In addition, we rely on logistics service providers to deliver healthcare products to our
customers. Logistics services that meet our requirements for guaranteed storage safety, optimal and
flexible space utilization and high operating efficiency are in short supply. We cannot assure you that
we will be able to renew our agreements with logistics service providers when they expire, or to
identify substitute logistics service providers on terms acceptable to us on a timely basis, failing
which our business, results of operations, financial condition and prospects will be adversely affected.

We may not be able to adequately protect our intellectual property rights, which could harm our brand
image and our business.

We believe our intellectual property rights are important to our success. Our principal
intellectual property rights include our trademarks for the Gushengtang brand and copyrights in
relation to our proprietary cloud-based HIS. We are susceptible to infringement of our intellectual
property rights by third parties. We cannot assure you that third parties will not copy or otherwise
obtain and use our intellectual property rights without our prior authorization. Our efforts to enforce
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or defend our intellectual property rights may not be adequate. We may have to initiate legal
proceedings to defend the ownership of our intellectual property rights against any infringement by
third parties, which may be costly and time-consuming, and we might be required to devote
substantial management time and resources in an attempt to achieve a favorable outcome.
Furthermore, the outcome of any legal actions to protect our intellectual property rights may be
uncertain. If we are unable to adequately protect or safeguard our intellectual property rights, our
business, financial condition, results of operations and prospects may be adversely affected.

In addition, other parties may register trademarks which may look similar to our registered
trademarks under certain circumstances, which may cause confusion among customers. We may not
be able to timely prevent other parties from using trademarks that are similar to ours and the
customers may confuse our medical service network with others using similar trademarks. In such
case, the goodwill and value of our trademarks and the public perception of our brand image may be
adversely affected. A negative perception of our brand image could have a material and adverse effect
on our business, financial condition, results of operations and prospects.

We may be subject to intellectual property rights infringement or misappropriation claims by third
parties, which may force us to incur legal expenses and, if determined adversely against us, may
materially disrupt our business.

We may be exposed to intellectual property rights infringement or misappropriation claims by
third parties during the course of our operations. Defense against any of these claims would be both
costly and time-consuming, and could divert the efforts and resources of our management and other
personnel. An adverse determination in any such litigation or proceedings to which we may become
a party could subject us to liabilities to third parties, require us to seek consents or licenses from third
parties, pay ongoing fees or royalties, or subject us to injunctions prohibiting the provision and
marketing of the relevant brand, services or products. To the extent that such consents or licenses are
not available to us on commercially reasonable terms or at all, we may be required to expend
considerable time and resources sourcing alternative technologies or rebranding healthcare solutions
and products provided by us, if any, or we may be forced to delay or suspend the relevant services
and products, or the promotion of the relevant brand. We may incur expenses and require attention of
management in defending against these third-party infringement claims, regardless of their merit.
Protracted litigation could also result in reduced customer visits. In addition, we could face
disruptions to our business operations as well as damage to our reputation as a result of such claims,
and our business, financial condition and results of operations could be materially and adversely
affected.

We may be subject to disputes arising from intellectual property licensing agreements with third parties.

We have entered into and may continue to enter into agreements in the future with third parties
to provide us with rights to various third-party intellectual property rights, including rights to use
software and computer programs. Disputes may arise from such agreements, such as the scope of the
rights granted under the license agreements, the interpretation or application of the provisions under
the agreements and the extent to which our utilization of intellectual property may infringe,
misappropriate or otherwise violate intellectual property rights of the licensor. Any dispute over
intellectual property rights that we have licensed may adversely affect our reputation and may in turn
affect our business, financial conditions and results of operations.
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In addition, we may need to obtain additional licenses to intellectual property rights in
response to our expanding scale of business and operations. It is possible that we may be unable to
obtain additional licenses at a reasonable cost and/or on reasonable terms, or at all. In that event, we
may be required to negotiate and enter into new agreements with less favorable terms or obtain
licenses to alternative software or computer program which could be time-consuming. Should we fail
to obtain additional licenses (or licenses to alternative software or computer program) in a timely
manner and/or at commercially reasonable terms, our business, financial conditions and results of
operations may be adversely affected.

If we cannot comply with the evolving requirements or interpretations of relevant laws, regulations and
rules on occupational health and safety, we could be subject to investigations and administrative
penalties, which may materially and adversely affect our business, results of operations and financial
condition.

We are required to comply with a series of laws, regulations and rules in connection with
occupational health and safety, the violation of which may subject us to administrative penalties.
Historically, one of our subsidiaries was fined a negligible amount and ordered to rectify within a
prescribed period by the relevant government authorities for failure to establish and maintain detailed
and accurate records for occupational safety education and training in accordance with applicable
PRC laws and regulations. We cannot assure you that we will not be subject to more severe
administrative penalties for similar incidents in the future.

With a view to ensuring compliance with relevant laws and regulations on health and safety,
our subsidiaries have adopted certain internal rules to enhance our compliance with laws, regulations
and rules in connection with occupational health and safety. See “Business—Environmental, Social
and Governance (“ESG”).” However, we cannot assure you that physicians, other medical
professionals and other staffs at our medical service network will fully comply with relevant laws and
regulations on occupational health and safety in the future. If we cannot comply with the evolving
requirements or interpretations of such laws and regulations, we could be subject to disciplinary
warnings or administrative penalties, which may in turn adversely affect our reputation, our business,
results of operations and financial condition.

If we cannot comply with the evolving requirements or interpretations of the PRC anti-corruption laws,
regulations and rules, we and/or the staff, physicians, other medical professionals and administrators at
our medical service network could be subject to investigations and administrative or criminal penalties,
which may harm our reputation and materially and adversely affect our business, financial condition,
results of operations.

We have established anti-corruption policies and procedures. However, we operate in the
healthcare sector in the PRC, which poses elevated risks of violations of anti-corruption laws, rules
and regulations, and the PRC government has recently increased its anti-bribery efforts to reduce
improper payments and other benefits received by staff, physicians, other medical professionals, and
administrators of healthcare providers in connection with the purchase of pharmaceuticals, medical
equipment and medical consumables and the provision of healthcare solutions and products. There is
no assurance that our policies and procedures will effectively prevent our non-compliance with the
PRC anti-corruption laws, regulations and rules arising from actions taken by the individual staff,
physicians, other medical professionals and administrators at our medical service network without our
knowledge. If this occurs, we and/or the relevant staff, physicians, other medical professionals and
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administrators may be subject to investigations and administrative or criminal penalties, and our
reputation could be harmed by any negative publicity stemming from such incidents, which may
materially and adversely affect our business, financial condition and results of operations.

Failure to deal with any fictitious transactions or other fraudulent conducts effectively would materially
and adversely affect our business, financial condition and results of operations.

We may face risks with respect to fraudulent activities on our medical service network. For
example, customers may provide false information to our medical professionals in order to obtain
prescriptions and/or healthcare products that they are not supposed to get. We have implemented
various measures to detect and reduce the occurrence of fraudulent activities on our medical service
network. There can be no assurance that such measures will be effective in combating fraudulent
transactions or improving overall satisfaction among our customers. Such fictitious transactions and
fraudulent conducts may subject us to lawsuits, regulatory investigations, fines and penalties against
us.

We are not in full compliance with social insurance and housing provident funds regulations.

During the Track Record Period, we did not make social insurance and housing provident fund
contributions for certain of our employees, or we failed to make full social insurance and housing
provident fund contributions for certain of our employees. We made provisions in a total amount of
RMB32.2 million, RMB35.0 million, RMB26.4 million and RMB28.5 million, respectively, in
respect of the potential liabilities arising from our non-compliance concerning social insurance and
housing provident fund contributions in 2018, 2019 and 2020 and the six months ended June 30, 2021.

As advised by our PRC Legal Advisors, according to the relevant PRC laws and regulations:
(i) with respect to social insurance, the relevant authorities may order us to pay the outstanding
amounts within the prescribed time period with a late charge at the daily rate of 0.05% on the
outstanding amounts, and if and only if we fail to do so, they may impose a maximum fine or penalty
equivalent to three times the outstanding amounts; and (ii) with respect to housing provident funds,
the relevant authorities may order us to pay the outstanding amounts within the prescribed time
period, and they may apply to a competent court for enforcement of the outstanding amounts if we
fail to do so. See “Business—Employees.”

If we fail to maintain adequate internal controls, we may not be able to effectively manage our business
and may experience errors or information lapses affecting our business.

Our success depends on our ability to effectively utilize our standardized management system,
information systems, resources and internal controls. For example, one of our subsidiaries was
historically fined a negligible amount by the relevant government authorities for loss of certain
invoices. As we will continue to expand our business in the future, we will need to continuously
modify and improve our financial and managerial controls, reporting systems and procedures and
other internal controls and compliance procedures to meet our evolving business needs going forward.
Any failure to manage our business effectively may subject us to reputable and/or financial loss, as
well as administrative penalties. If we are unable to improve our internal controls, systems and
procedures in pace with our business expansion, relevant control measures, systems and procedures
may become ineffective and adversely affect our ability to manage our business and cause errors or
information lapses that affect our business. There can be no assurance that we can modify and
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improve our internal control system effectively in the future. If we are not successful in discovering
and addressing the potential weaknesses in our internal controls, our ability to effectively manage our
business may be materially and adversely affected.

We rely on assumptions and estimates to calculate certain key operating data, and inaccuracies in such
data may harm our reputation and adversely affect our business.

Certain key operating data in this prospectus are derived from our internal records. While these
data are based on what we believe to be reasonable and accurate for the applicable periods of
measurement, there are inherent challenges in measuring customer engagement across our large
customer base. In addition, our key operational data are calculated based on different assumptions and
estimates, and you should be cautious of such assumptions and estimates when assessing our
operating performance. Our measures of customer growth and customer engagement may differ from
assumptions and estimates published by third parties or from similarly titled data used by our
competitors due to differences in data availability, sources and methodology. If third parties do not
perceive our operational data to be accurate representations of our operating performance, or if we
discover material inaccuracies in our operational data, our reputation may be harmed and third parties
may be less willing to allocate their resources or spending to us, which could adversely affect our
business and operating results.

The proper functioning of our computer network infrastructure and information technology systems is
essential to our business operations, and any technological failure, security breach or other disruptions
may adversely impact our business.

Our computer network infrastructure and information technology systems, such as our
proprietary cloud-based HIS, help us manage and monitor substantially all aspects of daily operations
of our medical service network. We regularly maintain, upgrade and enhance the capabilities of our
information technology systems to meet operational needs. Any failure associated with the
information technology systems, including those caused by power disruption or loss, natural disasters,
computer viruses, hackers, network failures or other unauthorized tampering, may cause interruptions
in the ability of our medical service network to provide healthcare solutions and products to
customers, keep accurate records, and maintain proper business operations. In addition, if the
information technology system relating to the billing and medical insurance reimbursements were to
malfunction and result in the loss of related records, our medical institutions may not receive full
payment under the national reimbursement programs, which could cause a material adverse impact on
their business and results of operations. Any of the foregoing events may adversely affect our
business, financial condition and results of operations.

We may not be able to develop our existing information technology systems or recoup the investments we
have made for such development, and failure to continue to innovate or adapt to industry changes may
materially and adversely affect our business, financial condition, results of operations and prospects.

We rely on our existing information technology systems to provide healthcare solutions and
products through both offline and online channels. In particular, our proprietary cloud-based HIS is
critical to the daily operations of our medical service network. Besides, we are subject to rapid
changes and developments of the healthcare, internet and internet healthcare industries. These
changes and developments may require us to continue to innovate, and failure to do so would have
a material adverse effect on our business, financial condition and results of operations.
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We may need to constantly upgrade our information technology systems to keep pace with our
business development, which may require significant investments in time and resources, including
adding new hardware, updating software and recruiting and training new engineering personnel.
Failure to improve our information technology systems accordingly may materially affect our ability
to support daily operations of our medical service network, and adopt new services and products, and
could result in unanticipated system disruptions, slow response times and impaired quality of our
customers’ experiences, which may, in turn, materially and adversely affect our business, financial
condition, results of operation, prospects and reputation.

We invested during the Track Record Period, and are expected to continually invest,
significant amounts in upgrading our information technology systems. We are likely to recognize
costs associated with these investments earlier than some of the anticipated benefits and the return on
these investments may be lower, or may develop more slowly, than we expected. We may not be able
to recover our capital expenditures or investments, in part or in full, or the recovery of these capital
expenditures or investments may take longer than expected. As a result, the carrying value of the
related assets may be subject to an impairment charge, which may materially and adversely affect our
financial condition and results of operations.

Certain benefits and obligations are applicable to us under PRC tax laws, regulations and policies.
Changes to such benefits or failure to fulfill such obligations may have an adverse effect on our financial
condition and results of operations.

During the Track Record Period, certain of our subsidiaries were deemed as “small and micro
enterprises” and subject to a preferential enterprise income tax rate ranging from 5% to 10%, which
will expire on December 31, 2022. Their eligibility to receive such preferential tax treatment requires
that they continue to be qualified as “small and micro enterprises,” and depends on the duration and
extension of the relevant government policies.

The PRC government has also granted us various financial subsidies. For the years ended
December 31, 2018, 2019 and 2020 and the six months ended June 30, 2021, we recorded government
grant of RMBO0.7 million, RMB6.2 million, RMB1.5 million and RMB0.3 million, respectively, in our
consolidated statements of comprehensive income. See “Financial Information—Description of Key
Consolidated Statement of Comprehensive Income Items—Other Income and Gains.” These financial
subsidies have been given at the discretion of the local government authorities. There is no assurance
that we would continue to enjoy these preferential tax treatment or financial subsidies at the historical
levels, or at all.

In addition, pursuant to applicable laws and regulations, we are subject to various taxes
including enterprise income tax, value-added tax and withholding tax, and we are also required to
withhold and remit individual income tax for our employees. Any failure to properly pay the relevant
taxes or withhold and remit the requisite amount may subject us to fines or administrative penalties.
Any change, suspension or discontinuation of the aforementioned preferential tax treatment and
financial subsidies to us or failure to fulfill the obligations under the relevant tax laws and regulations
could adversely affect our financial condition, results of operations and cash flows.
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We have recognized a large amount of goodwill. If our goodwill was determined to be impaired, it could
adversely affect our results of operations and financial position.

We have recognized a large amount of goodwill. If our goodwill was determined to be
impaired, it could adversely affect our results of operations and financial position. As of December
31, 2018, 2019 and 2020 and June 30, 2021, we recorded goodwill of RMB449.3 million, RMB462.6
million, RMB545.1 million and RMB688.6 million, respectively, which primarily arose from our
acquisitions of medical institutions and online healthcare platforms. Goodwill represents the excess
of the (a) the aggregate of the fair value of consideration transferred over (b) the net fair value of the
acquiree’s identifiable assets and liabilities measured as at the acquisition date. Impairment is
determined by assessing the recoverable amount of the cash-generating unit (the “CGU”) to which the
goodwill relates. Where the recoverable amount of the CGU is less than its carrying amount, an
impairment loss is recognized; and it could not be reversed in a subsequent period. The recoverable
amount of the CGU has been determined based on a value in use calculation using cash flow
projections based on financial budgets approved by senior management covering a five-year period.
This analysis further requires us to make assumptions about compounded revenue growth rates,
budgeted gross margins and discount rates, etc.. See “Financial Information—Critical Accounting
Policies, Estimates and Judgements—Business Combinations and Goodwill—Goodwill” for more
details. We recorded impairment of goodwill of RMB2.6 million during the year ended December 31,
2019.

There are inherent uncertainties relating to the factors in relation to the assessment of goodwill
impairment that might adversely affect our business operation, or under circumstances where we
might fail to sustain the growth as well as the gross profit margin we have estimated. The aforesaid
unexpected situations, including but not limit to, significant declines in the operating results of CGU,
divestiture of a significant component of the business of CGU, or a decline in our market situation,
any of which could be caused by our failure to successfully operate the business in each CGU.

If we were required to recognize material impairment charges due to significant adverse
changes in aforesaid factors, our net profit in the corresponding period might be substantially affected.
In addition, impairments of goodwill might also adversely affect our financial position and all types
of financing activities due to its negative impact to our financial ratios.
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Any future occurrence of force majeure events, natural disasters or outbreaks of contagious diseases in
the PRC could prevent our medical service network from effectively serving our customers and thus
adversely affect our results of operations.

Our business could be materially and adversely affected by natural disasters, such as
snowstorms, earthquakes, fires or floods, the outbreak of a widespread health epidemic, such as swine
flu, avian influenza, SARS, Ebola, Zika, COVID-19 or other events, such as wars, acts of terrorism,
environmental accidents, power shortage or communication interruptions. The occurrence of a
disaster or a prolonged outbreak of an epidemic illness or other adverse public health developments
in the PRC or elsewhere in the world could materially disrupt our business and operations.

These events could also significantly impact our industry and cause a temporary suspension
or closure of the facilities we use for our operations, which would severely disrupt our operations and
have a material adverse effect on our business, financial condition and results of operations. Our
operations could be disrupted if any of our physicians, other medical professionals or other staffs were
suspected of contracting an epidemic disease, since this could require us to quarantine some or all of
these personnel or disinfect the facilities used for our operations. In addition, our revenue and
profitability could be materially reduced to the extent that a natural disaster, health epidemic or other
outbreak harms the PRC and global economy in general. Our operations could also be severely
disrupted if our customers were affected by natural disasters, health epidemics or other outbreaks.

COVID-19 epidemic has caused and may continue to cause adverse effects on our business.

There has been an outbreak of COVID-19. The disease quickly spread within the PRC and
globally and materially and adversely affected the global economy. In light of the epidemic brought
by COVID-19, local healthcare administrative authorities have imposed controls on healthcare
services except for those in need for urgent medical attention. Many medical institutions in the PRC
allocated significant resources to contain COVID-19, and patients suffering from other diseases
generally avoided going to medical institutions in order to minimize the risk of infection. As a result,
the demands for offline healthcare solutions and products decreased and the operations of our medical
institutions and pharmacies suspended. In addition, we encountered delay in the supply of, or
fluctuation in the price of, certain decocting pieces, TCM patent medicines, authentic medicinal and
other healthcare products due to the outbreak and spread of COVID-19. Recently since late May 2021,
there has been a resurgence of COVID-19 cases in certain parts of the PRC such as Jiangsu and
Guangdong. We are uncertain as to whether there will be any further waves of COVID-19 outbreaks
in any part of the world or when the COVID-19 epidemic would be completely contained globally.
Outbreaks may occur again and may result in similar adverse effects on our business in the future.

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

Prior to and immediately following the completion of the Global Offering, our Controlling
Shareholders will retain substantial control over our Company. Subject to our Articles of Association
and the Cayman Companies Act, the Controlling Shareholders will be able to exercise significant
control and exert significant influence over our business or otherwise on matters of significance to us
and other Shareholders by voting at the general meeting of the Shareholders and at Board meetings.
The interests of our Controlling Shareholders may differ from the interests of other Shareholders and
they are free (other than on any matters that they are required to abstain from voting) to exercise their
votes according to their interests. To the extent that the interests of the Controlling Shareholders
conflict with the interests of other Shareholders, the interests of other Shareholders can be
disadvantaged and harmed.
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RISKS RELATING TO THE CONTRACTUAL ARRANGEMENTS

If the PRC government deems that the Contractual Arrangements do not comply with the PRC
regulatory restrictions on foreign investment in the relevant industries, or if these regulations or the
interpretation of existing regulations change in the future, we could be subject to severe penalties or be
forced to relinquish our interests received through the Contractual Arrangements.

Foreign ownership of certain businesses in the PRC is subject to restrictions under current
PRC laws and regulations. For example, foreign investors are not allowed to hold more than 70% of
the equity interest in a medical institution or more than 50% of the equity interest in an enterprise
conducting value-added telecom business (excluding e-commerce, domestic multiparty
communication services, store-and-forward services and call center services). As advised by our PRC
Legal Advisors, in practice, foreign investors are prohibited from holding equity interest in an
enterprise conducting value-added telecom services. Therefore, the Contractual Arrangements have
been adopted by many PRC-based companies, including us, to obtain necessary licenses and permits
in the industries that are subject to the aforementioned restrictions.

We are an exempted company incorporated in the Cayman Islands, as such, we are classified
as a foreign enterprise under the PRC laws and regulations, and Guangzhou Guyi and Wumianshan
Investment Holdings (the “WFOESs”), our indirect wholly-owned PRC subsidiaries, are considered as
foreign-invested enterprises. We have entered into a series of Contractual Arrangements with each of
Guangdong Gushengtang, Guangzhou Gushengtang Information Technology, Guangzhou
Gushengtang Oncology Out-patient Department and Ningbo Gushengtang Pharmacy (the “Onshore
Holdcos”) and Mr. Tu, Mr. Yan Jun and Mr. Zheng Xiang (the “Relevant Registered Shareholders”).
See “Contractual Arrangements” for a detailed description of the Contractual Arrangements. Through
our shareholdings and the Contractual Arrangements, our Company controls the economic benefit of
100% of the equity interest in Onshore Holdcos.

As advised by our PRC Legal Advisors, save as disclosed in “Contractual Arrangements—
Legality of the Contractual Arrangements,” our Contractual Arrangements constitute legal, valid,
enforceable and binding obligations upon the parties thereto under the current laws and regulations,
See “Contractual Arrangements—Legality of the Contractual Arrangements” for more details.
However, our PRC Legal Advisors have also advised us that there are substantial uncertainties
regarding the interpretation and application of the current and future PRC laws and regulations. In
addition, certain PRC court rulings invalidated certain contractual agreements which were considered
to be entered into with the intention of circumventing foreign investment restrictions in the PRC in
contravention of the Civil Code of the PRC ( {3 N RILANE R L) ). Accordingly, there can be
no assurance that the PRC regulatory authorities will not in the future take a view that is contrary to
or otherwise different from the above opinion of our PRC Legal Advisors.

MOFCOM published a discussion draft of the proposed Foreign Investment Law in January
2015, or the 2015 Draft FIL, according to which, variable interest entities that are controlled via
contractual arrangements would also be deemed as foreign-invested entities, if they are ultimately
“controlled” by foreign investors. On March 15, 2019, the 2nd session of the 13th National People’s
Congress approved the FIL which became effective on January 1, 2020. According to the FIL, the
“foreign investment” refers to investment activities carried out directly or indirectly by foreign natural
persons, enterprises or other organizations (hereinafter referred to as “Foreign Investors™), including
the following: (1) Foreign Investors establishing foreign-invested enterprises in the PRC alone or
collectively with other investors; (2) Foreign Investors acquiring shares, equities, properties or other
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similar rights of PRC domestic enterprises; (3) Foreign Investors investing in new projects in the PRC
alone or collectively with other investors; and (4) Foreign Investors investing through other ways
prescribed by laws, regulations or guidelines of the State Council. However, the interpretation and
application of the FIL remain uncertain. The FIL does not introduce the concept of “control” in
determining whether a company would be considered as a foreign-invested enterprise. However, the
FIL stipulates that foreign investment includes “Foreign Investors investing in the PRC through many
other methods under laws, administrative regulations or provisions prescribed by the State Council.”
As the FIL is newly adopted and relevant government authorities may promulgate more laws,
regulations or rules on the interpretation and implementation of the FIL, the possibility cannot be
ruled out that the concept of “control” as stated in the 2015 Draft FIL may be embodied in. We cannot
assure you that the Contractual Arrangements will not be deemed as a form of foreign investment
under laws, regulations or provisions prescribed by the State Council in the future, as a result of
which, it will be uncertain whether the Contractual Arrangements will be deemed to be in violation
of the foreign investment access requirements and how the Contractual Arrangements will be handled.

In the extreme case scenario, we may be required to unwind the Contractual Arrangements
and/or dispose of the Consolidated Affiliated Entities, which could have a material and adverse effect
on our business, financial conditions and results of operations. In the event that our Company no
longer has a sustainable business after the aforementioned unwinding or disposal or when such
requirements are not complied with, the Stock Exchange may consider us to be no longer suitable for
listing on the Stock Exchange and delist our Shares.

If Onshore Holdcos were deemed as foreign-invested enterprises under any of such future
laws, regulations and rules, further actions will be required to be taken by us under such laws,
regulations and rules and may materially and adversely affect our business and financial condition.
Furthermore, if future laws, administrative regulations or provisions mandate further actions to be
taken by parties with respect to Contractual Arrangements, we may face substantial uncertainties as
to whether we can complete such actions in a timely manner, or at all. Failure to take timely and
appropriate measures to cope with any of these or similar regulatory compliance challenges could
materially and adversely affect our current corporate structure and business operations. If our
ownership structure, Contractual Arrangements and business or that of WFOEs or Onshore Holdcos
are found to be in violation of any existing or future PRC laws or regulations, or we fail to obtain or
maintain any of the required permits or approvals, the relevant government authorities would have
broad discretion in dealing with such violations, including:

* levying fines on us;

e confiscating our income or the income of WFOEs or Onshore Holdcos;
* revoking our business licenses and/or operating licenses;

e shutting down our institutions;

e discontinuing or placing restrictions or onerous conditions on our operations, requiring us
to undergo a costly and disruptive restructuring;

e restricting or prohibiting our use of proceeds from the Global Offering or other of our
financing activities to finance our business and operations in the PRC; and

e taking other regulatory or enforcement actions that could be harmful to our business.
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Any of these actions could cause significant disruption to our business operations and severely
damage our reputation, which would result in us failing to receive all or part of the economic benefits
from Onshore Holdcos, which in turn may materially and adversely affect our business, financial
condition and results of operations.

Furthermore, new PRC laws, rules and regulations may be introduced to impose additional
requirements that may be applicable to our corporate structure and the Contractual Arrangements.

In addition, if any equity interest in Onshore Holdcos held by their respective shareholders is
held in the court custody in connection with their litigation, arbitration or other judicial or dispute
resolution proceedings, we cannot assure you that the equity interest will be disposed of to us in such
proceedings in accordance with the Contractual Arrangements. The occurrence of any of these events
could adversely affect our business, financial condition and results of operations.

We will disclose, as soon as possible: (i) updates of changes to the FIL (if applicable) and
interpretations or implementing rules of the FIL (if applicable) that will materially and adversely
affect our Company as and when they occur; and (ii) a clear description and analysis of any new PRC
laws, rules or regulations relating to contractual arrangements adopted in the future, specific measures
taken by our Company to fully comply with the aforesaid new PRC laws, rules or regulations
supported by a PRC legal opinion and any material impact of the aforesaid new PRC laws, rules or
regulations on our operations and financial position.

Our Contractual Arrangements may result in adverse tax consequences to us.

Under the PRC laws and regulations, arrangements and transactions among related parties may
be subject to audit or challenge by the PRC tax authorities. We could face material and adverse tax
consequences if the PRC tax authorities determine that the Contractual Arrangements were not made
on an arm’s length basis and adjust Onshore Holdcos’ income and expenses for PRC tax purposes by
requiring a transfer pricing adjustment. A transfer pricing adjustment could materially and adversely
affect us by (i) increasing the tax liabilities of Onshore Holdcos without reducing the tax liability of
WEFOESs, which could further result in late payment fees and other penalties to Onshore Holdcos for
underpaid taxes; or (ii) limiting the ability of Onshore Holdcos to obtain or maintain preferential tax
treatment and other financial incentives.

Relevant Registered Shareholders may have potential conflicts of interest with us, which may materially
and adversely affect our business and financial condition.

Our control over Guangzhou Gushengtang Information Technology, Guangzhou Gushengtang
Oncology Out-patient Department, Ningbo Gushengtang Pharmacy and 30% equity interest in
Guangdong Gushengtang is based upon the Contractual Arrangements with, among others, such
Onshore Holdcos and their respective shareholders. These shareholders may potentially have a
conflict of interest with us, and they may breach their agreements with us or if they otherwise act in
bad faith, if they believe the Contractual Arrangements would adversely affect their own interests. We
cannot assure you that when conflicts of interest arise between us and Relevant Registered
Shareholders, such shareholders will act completely in our interests or that the conflicts of interest
will be resolved in our favor. If Relevant Registered Shareholders do not act completely in our
interests or the conflicts of interest between us and them are not resolved in our favor, our business
and financial condition may be materially and adversely affected.
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We cannot assure you that Relevant Registered Shareholders will always act in the best
interests of our Company should any conflicts of interest arise, or that any conflicts of interest will
always be resolved in our favor. We rely on such shareholders to comply with the PRC laws and
regulations, which protect contracts and provide that a director or senior management owe a duty of
loyalty to us and require them to avoid conflicts of interest and not to take advantage of their positions
for personal gains, and the laws of the Cayman Islands, which provide that directors and officers have
a duty to act in good faith in the interests of us and to avoid conflicts between personal interests and
interests of us. However, the legal frameworks of the PRC and the Cayman Islands do not provide
guidance on resolving conflicts in the event of a conflict with another corporate governance regime.

In addition, Relevant Registered Shareholders may breach or refuse to renew, or cause
Onshore Holdcos to breach or refuse to renew, the Contractual Arrangements with us. If any such
shareholder breaches his agreements with us or otherwise has disputes with us, we may have to
initiate arbitration or other legal proceedings, which involve significant uncertainty. Such disputes and
proceedings may significantly distract our management’s attention, adversely affect our ability to
control Guangzhou Gushengtang Information Technology, Guangzhou Gushengtang Oncology
Out-patient Department, Ningbo Gushengtang Pharmacy and 30% equity interest in Guangdong
Gushengtang and otherwise result in negative publicity and adversely affect the reputation of Onshore
Holdcos. We cannot assure you that the outcome of any such dispute or proceeding will be in our
favor.

Our Contractual Arrangements may not be as effective in providing operational control as direct
ownership. Onshore Holdcos and their respective shareholders may fail to perform their obligations
under our Contractual Arrangements.

We have no equity interest in Guangzhou Gushengtang Information Technology, Guangzhou
Gushengtang Oncology Out-patient Department and Ningbo Gushengtang Pharmacy and we only
have 70% equity interest in Guangdong Gushengtang. Therefore, we rely on the Contractual
Arrangements with Onshore Holdcos and their shareholders to control the entire equity ownership
interest in Guangzhou Gushengtang Information Technology, Guangzhou Gushengtang Oncology
Out-patient Department and Ningbo Gushengtang Pharmacy, as well as 30% equity interest in
Guangdong Gushengtang. See “Contractual Arrangement—Our Contractual Arrangements” for more
details. Although we have been advised by our PRC Legal Advisors that, save as disclosed in
“Contractual Arrangements—Legality of the Contractual Arrangements,” our Contractual
Arrangements constitute legal, valid, enforceable and binding obligations upon the parties thereto
under the current laws and regulations, these Contractual Arrangements may not be as effective in
providing us with control over Onshore Holdcos as direct ownership. Direct ownership would allow
us, for example, to directly or indirectly exercise our rights as a shareholder to effect changes in the
board of directors of Onshore Holdcos, which, in turn, could effect changes, subject to any applicable
fiduciary obligations, at the management level. If Onshore Holdcos or any of their respective
shareholders fails to perform its respective obligations under the Contractual Arrangements, we may
incur substantial costs and expend substantial resources to enforce our rights. Each of the agreements
under the Contractual Arrangements contains a dispute resolution provision. Pursuant to such
provision, in the event of any dispute arising from the performance of or relating to the Contractual
Arrangements, any party has the right to submit the relevant dispute to the Guangzhou Arbitration
Commission for arbitration, in accordance with the then effective arbitration rules. Although the
arbitration award shall be final and binding on all parties, any party may apply to the courts of Hong
Kong, the Cayman Islands (being the place of incorporation of our Company), the PRC and the places
where the principal assets of the WFOESs are located for interim remedies or injunctive relief. There
remain significant uncertainties regarding the outcome of arbitration or litigation. These uncertainties
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could limit our ability to enforce these Contractual Arrangements. The Contractual Arrangements
contain provisions to the effect that the arbitral body may award remedies over the shares and/or
assets of Onshore Holdcos, injunctive relief and/or winding up of them. These agreements also
contain provisions to the effect that courts of competent jurisdictions are empowered to grant interim
remedies in support of the arbitration pending the formation of an arbitral tribunal. However, under
the PRC laws, these terms may not be enforceable. Under the PRC laws, an arbitral body does not
have the power to grant injunctive relief or to issue a provisional or final liquidation order. In addition,
interim remedies or enforcement order granted by overseas courts such as Hong Kong may not be
recognizable or enforceable in the PRC. In the event we are unable to enforce these Contractual
Arrangements or we experience significant delays or other obstacles in the process of enforcing these
Contractual Arrangements, we may not be able to exert effective control over Onshore Holdcos or
obtain the full economic benefits of the same. Our ability to conduct our business may be negatively
affected.

We may lose control over Onshore Holdcos and may not enjoy their full economic benefits if Onshore
Holdcos declare bankruptcy or become subject to a dissolution or liquidation proceeding.

Our Contractual Arrangements contain terms that specifically provide that Onshore Holdcos
may not be voluntarily liquidated without the written consent of WFOEs. However, if Relevant
Registered Shareholders breach this obligation and voluntarily liquidate Onshore Holdcos or if
Onshore Holdcos declare bankruptcy, all or part of their assets may become subject to liens or rights
of third-party creditors and we may be unable to continue to control Onshore Holdcos and may not
enjoy the full economic benefits of the same, which could adversely affect our business, financial
condition and results of operations.

If Relevant Registered Shareholders were to attempt to voluntarily liquidate Onshore Holdcos
without obtaining our prior consent, we could effectively prevent such unauthorized voluntary
liquidation by exercising our right to request such shareholders to transfer all of their equity
ownership interests in Onshore Holdcos to us or to an entity designated by us in accordance with the
exclusive option agreement between Onshore Holdcos, their respective shareholders and us. In
addition, under the Contractual Arrangements, Relevant Registered Shareholders do not have the right
to issue dividends to themselves or otherwise distribute the retained earnings or other assets of
Onshore Holdcos without our prior consent. In the event that Relevant Registered Shareholders
initiate a voluntary liquidation proceeding without our authorization or attempt to distribute the
retained earnings or assets of Onshore Holdcos without our prior consent, we may need to resort to
legal proceedings to enforce the terms of the Contractual Arrangements. Any such legal proceeding
may be costly and may divert our management’s time and attention away from the operation of our
business, and the outcome of such legal proceeding will be uncertain.

If we exercise the option to acquire equity ownership of Onshore Holdcos, the ownership or asset transfer
may subject us to certain limitations and substantial costs.

Pursuant to the Contractual Arrangements, WFOEs or their designated person(s) have the
exclusive right to purchase all or any part of the equity interest in Onshore Holdcos from their
respective shareholders free of charge or at a nominal consideration, or if the aforementioned
consideration is not permitted under then applicable PRC laws, at the minimum consideration
permitted under such laws.
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The equity transfer may be subject to approvals from and filings with the MOFCOM or its
local counterparts. In addition, the equity transfer price may be subject to review and tax adjustment
by the relevant tax authority. Relevant Registered Shareholders will pay the remaining amount to
WFOEs under the Contractual Arrangements. The amount to be received by WFOEs may also be
subject to enterprise income tax. Such tax amounts could be substantial and our financial condition
may be adversely affected as a result.

We do not maintain any insurance policy which covers the risks relating to the Contractual Arrangements
and the transactions contemplated thereunder.

We do not maintain any insurance policy to cover the risks relating to the Contractual
Arrangements and the transactions contemplated thereunder, and we have no intention to purchase
any new insurance in this regard. If any risk arises from the Contractual Arrangements in the future,
such as those affecting the enforceability of the contracts among the Onshore Holdcos and the relevant
Registered Shareholders and we do not have any insurance to cover our losses, our financial condition
and results of operations may be adversely affected.

RISKS RELATING TO DOING BUSINESS IN THE PRC

A severe or prolonged downturn in the PRC’s or global economy could materially and adversely affect
our business, results of operations and financial condition.

The global macroeconomic environment is facing challenges. For example, the growth of the
PRC’s economy has shown slower growth compared to the previous decade and the trend may
continue. There is considerable uncertainty over the long-term effects of the expansionary monetary
and fiscal policies adopted by the central banks and financial authorities of some of leading
economies in the world, including the United States and the PRC. There have been concerns over
unrest and terrorist threats in the Middle East, Europe and Africa, which have resulted in volatility in
oil and other markets. There have also been concerns on the relationship between the PRC and other
countries, including the surrounding Asian countries, which may potentially result in foreign investors
exiting the PRC market and other economic effects. Economic conditions in the PRC are sensitive to
global economic conditions, as well as changes in domestic economic and political policies and the
expected or perceived overall economic growth rate.

Any severe or prolonged slowdown or instability in the global economy, the PRC’s economy,
the industries in which we operate or the industries which have material influence over the industries
in which we operate, may materially and adversely affect our business, financial condition and results
of operations.

PRC economic, political and social conditions as well as government policies could adversely affect our
business and prospects.

Substantially all of our businesses, assets, operations and revenues are located in or derived
from our operations in the PRC and, as a result, our business, financial condition and results of
operations are subject, to a significant degree, to the economic, political, social and regulatory
environment in the PRC. The PRC government regulates the economy and the industries by imposing
industrial policies and regulating the PRC’s macro economy through fiscal and monetary policies.
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The PRC economy has undergone a transition from a planned economy to a market-oriented
economy. The PRC government has, in recent years, taken various actions to introduce market forces
for economic reform, to reduce State ownership of productive assets and to promote the establishment
of sound corporate governance in business entities. However, a substantial portion of productive
assets in the PRC are still owned by the PRC government. In addition, the PRC government continues
to play a significant role in regulating the economy and the industries by issuing industrial policies.
The PRC government still retains significant control over the PRC’s economic growth through the
allocation of resources, monetary policies and preferential treatments to particular industries or
enterprises.

Our performance has been and will continue to be affected by the PRC’s economy, which in
turn is influenced by the global economy. The uncertainties relating to the global economy as well as
the political environment in various regions of the world will continue to impact the PRC’s economic
growth. While the PRC’s economy has experienced significant growth in the past few decades, growth
has been uneven across different regions and economic sectors and there is no assurance that such
growth can be sustained. The global economic slowdown and the turmoil in the global financial
markets that began in the second half of 2008, continued weakness in the U.S. economy and the
sovereign debt crisis in Europe have collectively added downward pressure to economic growth in the
PRC. The growth rate of the PRC’s real GDP has decreased from 7.3% in 2014 to 6.1% in 2019.

We are unable to predict all the risks and uncertainties that we face as a result of current
economic, political, social, and regulatory developments and many of these risks are beyond our
control. All such factors may materially and adversely affect our business and operations as well as
our financial performance.

The M&A Rules and certain other PRC regulations establish complex procedures for some acquisitions
of the PRC companies by foreign investors, which could make it more difficult for us to pursue growth
through acquisitions in the PRC.

The M&A Rules, adopted by six PRC regulatory agencies in 2006 and amended in 2009, and
some other regulations and rules concerning mergers and acquisitions established additional
procedures and requirements that could make merger and acquisition activities by foreign investors
more time-consuming and complex, including requirements in some instances that the MOFCOM be
notified in advance of any change-of-control transaction in which a foreign investor takes control of
a PRC domestic enterprise. Moreover, the PRC Anti-Monopoly Law ( (GiE VNS 17N
requires that the relevant anti-monopoly authority shall be notified in advance of any concentration
of undertaking if certain thresholds are triggered. In addition, the Rules of Ministry of Commerce on
Implementation of Security Review System for Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors ( (PSR E /N P& BRI N R 2R/ AT EE) ) issued by the
MOFCOM that became effective in September 2011 specify that mergers and acquisitions by foreign
investors that raise “national defense and security” concerns and mergers and acquisitions through
which foreign investors may acquire de facto control over domestic enterprises that raise “national
security” concerns are subject to strict review by the MOFCOM, and the rules prohibit any activities
attempting to bypass a security review, including by structuring the transaction through a proxy or
contractual control arrangement. In the future, we may grow our business by acquiring
complementary businesses. Complying with the requirements of the abovementioned regulations and
other relevant rules to complete such transactions could be time-consuming, and any required
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approval processes, including obtaining approval from the MOFCOM or other competent government
authorities, may delay or inhibit our ability to complete such transactions, which could affect our
ability to expand our business or maintain our market share.

Our operations are subject to the uncertainties and particularities associated with the legal system in the
PRC, which could adversely affect our business, or limit the legal protection available to us or to existing
or potential investors.

We conduct our business primarily through our operating subsidiaries in the PRC, which are
governed by the PRC laws and regulations. The PRC legal system is based on written statutes and
their interpretation by the Supreme People’s Court of the PRC and may not be as comprehensive or
developed as that of other jurisdictions. Prior court decisions may be cited for reference but have
limited precedential value. Accordingly, the outcome of dispute resolutions may not be consistent or
predictable.

Although efforts have been made by the PRC government to enhance protection of foreign
investment in the PRC, the PRC has not yet developed a fully integrated legal system. Newly enacted
laws and regulations may not sufficiently cover all aspects of economic activities in the PRC and there
is much uncertainty in their application, interpretation and enforcement. Furthermore, the PRC legal
system is partly based on government policies and administrative rules that may take effect
retrospectively. As a result, we may not be aware of our violations of certain policies or rules in a
timely manner.

The legal protection available to us under the PRC laws and regulations may be limited. Any
litigation or regulatory enforcement action in the PRC may be protracted, which may result in the
diversion of our resources and management attention. In addition, the outcome of dispute resolutions
may not be consistent or predictable and it may be difficult to enforce judgments and arbitration
awards in the PRC.

These uncertainties relating to the interpretation, implementation and enforcement of the PRC
laws and regulations and a system of jurisprudence that gives only limited precedential value to prior
court decisions can affect the legal remedies and protections available to you and may adversely affect
the value of your investment.

Meanwhile, laws, regulations or enforcement policies in the PRC, including those regulating
healthcare, internet and internet healthcare industry, are evolving and subject to frequent changes.
Further, regulatory agencies in the PRC may periodically, and sometimes abruptly, change their
enforcement practices. Therefore, prior enforcement activity, or lack of enforcement activity, is not
necessarily predictive of future actions. Any enforcement actions against us could have a material
adverse effect on us. Any litigation or government investigation or enforcement proceedings in the
PRC may be protracted and may result in substantial cost and diversion of resources and management
attention, negative publicity, and damage to reputation. In addition, such changes may be applied
retroactively and thus subject our business and operations to increased uncertainties and risks.
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We may be deemed to be a PRC tax resident enterprise under the EIT Law, which could result in
unfavorable tax consequences to us, and may materially and adversely affect our profitability and the
value of your investments.

We are a company incorporated under the laws of the Cayman Islands. Pursuant to the
Enterprise Income Tax Law of the PRC ( (W3 N RILHNE B 2Ef158i1%) ) (the “EIT Law”) and
its implementation rules, if an enterprise incorporated outside the PRC has its “de facto management
bodies” within the PRC, such enterprise would generally be deemed a “PRC resident enterprise” for
tax purposes and be subject to an enterprise income tax rate of 25% on its global income. “De facto
management bodies” is defined as the body that has actual overall management and control over the
business, personnel, accounts and properties of an enterprise. In April 2009, July 2011 and January
2014, the STA issued several circulars, as amended from time to time, to clarify certain criteria for
the determination of the “de facto management bodies” for foreign enterprises controlled by the PRC
enterprises. However, there have been no official implementation rules regarding the determination of
the “de facto management bodies” for foreign enterprises not controlled by the PRC enterprises
(including companies like ourselves). We believe that we should not be regarded as a PRC tax resident
enterprise. Nevertheless, if we are regarded as a PRC tax resident enterprise by the PRC tax
authorities, we would have to pay the PRC enterprise income tax at a rate of 25% for our entire global
income, which may materially and adversely affect our profits and hence our retained profit available
for distribution to our Shareholders.

You may be subject to the PRC withholding tax on dividends from us and the PRC income tax on any gain
realized on the transfer of our Shares.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or similar
arrangement between the PRC and your jurisdiction of residence that provides otherwise, the PRC
withholding tax at a rate of 10% is normally applicable to dividends from a PRC source paid to
investors that are “non-resident enterprises,” which do not have an establishment or place of business
in the PRC, or which have such establishment or place of business but whose relevant income is not
effectively connected with the establishment or place of business. Any gain realized on the transfer
of shares by such is generally subject to a 10% PRC income tax if such gain is regarded as income
derived from sources within the PRC.

Under the PRC Individual Income Tax Law ( {H3ENRIEFIEE A rSEEE) ) and its
implementation rules, dividends from sources within the PRC paid to foreign individual investors who
are not PRC residents are generally subject to a PRC withholding tax at a rate of 20% and gains from
PRC sources realized by such investors on the transfer of shares are generally subject to PRC income
tax at a rate of 20% for individuals. Any PRC tax may be reduced or exempted under applicable tax
treaties or similar arrangements.

If we are treated as a PRC resident enterprise as described under “—We may be deemed to be
a PRC tax resident enterprise under the EIT Law, which may materially and adversely affect our
profitability and the value of your investments,” dividends we pay with respect to our Shares, or the
gain realized from the transfer of our Shares, may be treated as income derived from sources within
the PRC and as a result be subject to the PRC income taxes described above. If PRC income tax is
imposed on gains realized through the transfer of our Shares or on dividends paid to our non-resident
investors, the value of your investment in our Shares may be materially and adversely affected.
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The heightened scrutiny over acquisitions from the PRC tax authorities may have a material and adverse
impact on our business, acquisition or restructuring strategies or the value of your investment in us.

On February 3, 2015, the STA issued the Public Announcement on Several Issues Concerning
Enterprise Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises ( <B% & R4
SE PRI E TR S T ERY A4S ) ) (the “Circular 77), which abolished certain
provisions in the Notice on Strengthening the Administration of Enterprise Income Tax on
Non-Resident  Enterprises  ( CRETA T I s R A 3 A e £ 25 P A9 B A L) S 50 ) ) (the
“Circular 698”), which was previously issued by the STA on December 10, 2009, as well as certain
other rules providing clarification on Circular 698. Circular 7 provided comprehensive guidelines
relating to, and also heightened the PRC tax authorities’ scrutiny over, indirect transfers by a
non-resident enterprise of assets (including equity interests) of a PRC resident enterprise (the “PRC
Taxable Assets”).

For example, Circular 7 specifies that the PRC tax authorities are entitled to reclassify the
nature of an indirect transfer of PRC Taxable Assets, when a non-resident enterprise transfers PRC
Taxable Assets indirectly by disposing of equity interests in an overseas holding company directly or
indirectly holding such PRC Taxable Assets, by disregarding the existence of such overseas holding
company and considering the transaction to be a direct transfer of PRC Taxable Assets, if such transfer
is deemed to have been conducted for the purposes of avoiding PRC enterprise income taxes and
without any other reasonable commercial purpose.

Except as provided in Circular 7, transfers of the PRC taxable property under the following
circumstances shall be automatically deemed as having no reasonable commercial purpose, and are
subject to PRC enterprise income tax: (i) more than 75% of the value of the overseas enterprise is
directly or indirectly from the PRC taxable properties; (ii) more than 90% of the total assets (cash
excluded) of the overseas enterprise are directly or indirectly composed of investment in the PRC at
any time during the year prior to the indirect transfer of the PRC taxable property, or more than 90%
of the income of the overseas enterprise is directly or indirectly from the PRC during the year prior
to the indirect transfer of the PRC taxable property; (iii) the overseas enterprise and its subsidiaries
directly or indirectly hold the PRC taxable property and have registered with the relevant authorities
in the host countries (regions) in order to meet the local legal requirements in relation to organization
forms, yet prove to be inadequate in their ability to perform their intended functions and withstand
risks as their alleged organization forms suggest; or (iv) the income tax from the indirect transfer of
the PRC taxable property payable abroad is lower than the income tax in the PRC that may be
imposed on the direct transfer of such PRC Taxable Assets.

Although Circular 7 contains certain exemptions (including, (i) where a non-resident
enterprise derives income from the indirect transfer of PRC Taxable Assets by acquiring and selling
shares of a listed overseas holding company which holds such PRC Taxable Assets on a public market;
and (ii) where there is an indirect transfer of PRC Taxable Assets, but if the non-resident enterprise
had directly held and disposed of such PRC Taxable Assets, the income from the transfer would have
been exempted from enterprise income tax in the PRC under an applicable tax treaty or arrangement),
it remains unclear whether any exemptions under Circular 7 will be applicable to the transfer of our
Shares or to any future acquisition by us outside of the PRC involving PRC Taxable Assets, or
whether the PRC tax authorities will reclassify such transaction by applying Circular 7. Therefore, the
PRC tax authorities may deem any transfer of our Shares by our Shareholders that are non-resident
enterprises, or any future acquisition by us outside of the PRC involving PRC Taxable Assets, to be
subject to the foregoing regulations, which may subject our Shareholders or us to additional PRC tax
reporting obligations or tax liabilities.
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Provisions of Circular 7, which impose PRC tax liabilities and reporting obligations, do not
apply to “a non-resident enterprise acquiring and disposing of the equity interests of the same offshore
listed company in a public market” (the “Public Market Safe Harbor”), which is determined by
whether the parties and number and price of the shares acquired and disposed are not previously
agreed upon, but determined in accordance with general trading rules in the public securities markets,
according to one implementing rule for Circular 698. In general, transfers of the Shares by
Shareholders on the Stock Exchange or other public markets would not be subject to the PRC tax
liabilities and reporting obligations imposed under the Circular 7 if the transfers fall under the Public
Market Safe Harbor. As stated in the section headed “Information about this Prospectus and the
Global Offering,” potential investors should consult their professional advisers if they are in any
doubt as to the tax implications of subscribing for, purchasing, holding, disposing of and dealing in
the Shares.

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

As a holding company, we conduct substantially all of our business through our consolidated
subsidiaries incorporated in the PRC. We rely on dividends paid by these PRC subsidiaries for our
cash needs, including the funds necessary to pay any dividends and other cash distributions to our
Shareholders, to service any foreign currency debt we may incur and to make any offshore
acquisitions. The payment of dividends by entities established in the PRC is subject to limitations.
Regulations in the PRC currently permit payment of dividends only out of accumulated profits as
determined in accordance with accounting standards and regulations in the PRC. Each of our PRC
subsidiaries is required to set aside (i) at least 10% of its after tax profit based on PRC accounting
standards each year to its general reserves or statutory capital reserve funds until the aggregate
amount of such reserves reaches 50% of its respective registered capital; and (ii) discretionary reserve
funds as approved by its shareholders meeting. As a result, our PRC subsidiaries are restricted in their
ability to transfer a portion of their net assets to us in the form of dividends, loans or advances. In
addition, certain loan agreements signed or to be signed by our PRC subsidiaries may contain
covenants that restrict their ability to pay out dividends. These limitations on the ability of our PRC
subsidiaries to transfer funds to us limit our ability to receive and utilize such funds.

The PRC government’s control of foreign currency conversion and restrictions on the remittance of RMB
out of the PRC may limit our foreign exchange transactions and our ability to pay dividends and meet
other obligations, and affect the value of your investment.

The PRC government imposes controls on the convertibility of the RMB into foreign
currencies and, in certain cases, the remittance of currency out of the PRC. We receive substantially
all of our revenue in RMB. We may convert a portion of our revenue into other currencies to meet
our foreign currency obligations, such as payments of dividends declared in respect of our Shares, if
any. Shortage in the availability of foreign currency may restrict the ability of our PRC subsidiaries
to remit sufficient foreign currency out of the PRC, or otherwise satisfy their foreign currency
denominated obligations.
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Under existing PRC foreign exchange regulations, payments of current account items, such as
profit distributions and trade and service-related foreign exchange transactions, can be made in
foreign currencies without prior approval from the SAFE, by complying with certain procedural
requirements. However, approval from or registration with appropriate government authorities is
required where RMB is to be converted into foreign currency and remitted out of the PRC to pay
capital expenses such as the repayment of loans denominated in foreign currencies.

In light of the flood of capital outflows of the PRC in 2016 due to the weakening of the RMB,
the PRC government has imposed more restrictive foreign exchange policies and stepped up scrutiny
of major outbound capital movements. More restrictions and substantial vetting process are put in
place by SAFE to regulate cross-border transactions falling under the capital account. The PRC
government may at its discretion further restrict access to foreign currencies in the future for current
account transactions. If the foreign exchange control system prevents us from obtaining sufficient
foreign currencies to satisfy our foreign currency demands, we may not be able to pay dividends in
foreign currencies to our Shareholders.

Fluctuations in exchange rates could result in foreign currency exchange losses.

The value of the RMB against the Hong Kong dollar, the U.S. dollar and other currencies
fluctuates, is subject to changes resulting from the PRC government’s policies and depends to a large
extent on domestic and international economic and political developments as well as supply and
demand in the local market. It is difficult to predict how market forces or government policies may
impact the exchange rate between the RMB and the Hong Kong dollar, the U.S. dollar or other
currencies in the future. In addition, the PBOC regularly intervenes in the foreign exchange market
to limit fluctuations in RMB exchange rates and achieve policy goals.

During the Track Record Period, substantially all of our revenues, expenditures and financial
assets were denominated in RMB. Therefore, we mainly rely on dividends and other fees paid to us
by our PRC subsidiaries. Any significant change in the exchange rates of the Hong Kong dollar
against RMB may materially and adversely affect our cash flows, earnings and financial position, and
the value of, and any dividends payable on, our Shares in Hong Kong dollars.

The proceeds from the Global Offering will be received in Hong Kong dollars. As a result, any
appreciation of the RMB against the Hong Kong dollar may result in the decrease in the value of our
proceeds from the Global Offering. Conversely, any depreciation of the RMB may adversely affect
the value of, and any dividends payable on, the Shares in foreign currency. In addition, there are
limited instruments available for us to reduce our foreign currency risk exposure at reasonable costs.
All of these factors could materially and adversely affect our business, financial condition, results of
operations and prospects, and could reduce the value of, and dividends payable on, our Shares in
foreign currency terms.

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

Any funds we transfer to our PRC subsidiaries, either as a shareholder loan or as an increase
in registered capital, are subject to approval by or registration with relevant government authorities
in the PRC.
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According to the relevant PRC regulations on foreign-invested enterprises in the PRC, capital
contributions by us to our PRC subsidiaries are subject to the requirement of making necessary filings
in the Enterprise Registration System and registration with other government authorities in the PRC.
In addition, any foreign loan provided by us to our PRC subsidiaries is required to be registered with
the SAFE, or its local counterparts. We may not be able to complete such recording or registrations
on a timely basis, if at all, with respect to future capital contributions or foreign loans by us directly
to our PRC subsidiaries. If we fail to complete such recording or registration, our ability to use the
proceeds of this Global Offering and to capitalize our PRC operations may be negatively affected,
which could materially and adversely affect our liquidity and our ability to fund and expand our
business.

On March 30, 2015, the SAFE promulgated the Circular on Reforming the Management
Approach Regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises ( %
SR BHLJR) B T SO S 5 A SO B AR 45 MR BT SN0 K1) ) (the “SAFE  Circular
19”’), which took effect on June 1, 2015 and was amended on December 30, 2019. SAFE Circular 19
launched a nationwide reform of the administration of the settlement of the foreign exchange capitals
of foreign-invested enterprises and allows foreign-invested enterprises to settle their foreign exchange
capital at their discretion, but continues to prohibit foreign-invested enterprises from using RMB
funds converted from their foreign exchange capital for expenditures beyond their business scopes.
On June 9, 2016, the SAFE promulgated the Circular on Reforming and Standardizing the
Administrative Provisions on Capital Account Foreign Exchange ( B Z 4 45 FL )=y BE 7 SO AR
HUEATE F 45 M FLBOR AT ) (the “SAFE Circular 16”). SAFE Circular 19 and SAFE
Circular 16 continue to prohibit foreign-invested enterprises from, among other things, using RMB
funds converted from their foreign exchange capital for expenditure beyond their business scope,
investment and financing (except for securities investment or non-guaranteed bank products),
providing loans to non-affiliated enterprises or constructing or purchasing real estate not for self-use.
SAFE Circular 19 and SAFE Circular 16 may significantly limit our ability to transfer to and use in
the PRC the proceeds from this Global Offering, which may materially and adversely affect our
business, financial condition and results of operations.

We may be subject to penalties, including restrictions on our ability to inject capital into our PRC
subsidiaries and our PRC subsidiaries’ ability to distribute profits to us, if our PRC resident Shareholders
or beneficial owners fail to comply with relevant PRC foreign exchange regulations.

The SAFE has promulgated several regulations that require PRC residents and PRC corporate
entities to register with and obtain approval from local counterparts of the SAFE in connection with
their direct or indirect offshore investment activities.
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In October 2005, SAFE issued the Notice on Issues Relating to the Administration of Foreign
Exchange in Fund-raising and Return Investment Activities of Domestic Residents Conducted via
Offshore Special Purpose Companies ( <[5 ZZ 5 )5 B i 55 4 J& BB R B A MERIA H 192 7]
R FERCEANEE A B M E RN ) (the “SAFE Circular 75”), which became effective as
of November 1, 2005, and was further supplemented by an implementing notice issued on
November 24, 2005. Under the SAFE Circular 75, PRC residents must register with the relevant local
counterparts of the SAFE prior to their establishment or control of an offshore entity established for
the purpose of overseas equity financing involving onshore assets or equity interests held by them,
and must also make filings with SAFE thereafter upon the occurrence of certain material capital
changes. The SAFE Circular 37, which replaced the SAFE Circular 75, was promulgated by the SAFE
in July 2014 and requires PRC residents or entities to register with SAFE or its local counterparts in
connection with their establishment or control of an offshore entity, for the purpose of overseas
investment or financing, with assets or equity interests of onshore companies or offshore assets or
interests held by the PRC residents, referred to in SAFE Circular 37 as a “special purpose vehicle.”
Further, on February 13, 2015, SAFE promulgated the SAFE Circular 13, which came into effect on
June 1, 2015 and was partially abolished on December 30, 2019. SAFE Circular 13 cancels two
administrative approval items: foreign exchange registration under domestic direct investment and
foreign exchange registration under overseas direct investment. Instead, banks shall directly examine
and handle foreign exchange registration under both domestic direct investment and overseas direct
investment, and SAFE and its local counterparts shall indirectly regulate the foreign exchange
registration of direct investment through banks. These regulations apply to our Shareholders who are
PRC residents and may apply to any offshore acquisitions that we make in the future.

Under these foreign exchange regulations, PRC residents who make, or have previously made,
prior to the implementation of these foreign exchange regulations, direct or indirect investments in
offshore companies are required to register those investments. In addition, any PRC resident who is
a direct or indirect shareholder of an offshore company is required to update the previously filed
registration with the local counterpart of the SAFE, with respect to that offshore company, to reflect
any material change involving its round-trip investment, capital variation, such as an increase or
decrease in capital, transfer or swap of shares, merger or division.

If any PRC shareholder fails to make the required registration or update the previously filed
registration, the PRC subsidiary of that offshore parent company may be restricted from distributing
their profits and the proceeds from any reduction in capital, share transfer or liquidation to their
offshore parent company, and the offshore parent company may also be restricted from injecting
additional capital into its PRC subsidiary. Moreover, if we cannot comply with the evolving
requirements or interpretations of the various foreign exchange registration requirements described
above, we could face liability under PRC laws for evasion of applicable foreign exchange restrictions,
including but not limited to (i) the requirement by the SAFE to return the foreign exchange remitted
overseas or into the PRC within a period of time specified by the SAFE, with a fine of up to 30% of
the total amount of foreign exchange remitted overseas or into the PRC and deemed to have been
evasive or illegal; and (ii) in circumstances involving serious violations, a fine of no less than 30%
of and up to the total amount of remitted foreign exchange deemed evasive or illegal.

100



RISK FACTORS

We have requested PRC residents that to our knowledge hold direct or indirect interest in our
Company to make the necessary applications, filings and amendments as required by applicable
foreign exchange regulations. Each of our Onshore Individual Owners who is required to complete the
registration under SAFE Circular 75, SAFE Circular 37 and SAFE Circular 13 has duly completed the
foreign exchange registrations in relation to their offshore investments as PRC residents. However,
there can be no assurance that the subsequent amendment of registration, when required, can be
successfully completed in a timely manner. We may not be fully aware or informed of the identities
of all the PRC residents holding direct or indirect interests in us, and we cannot assure you that all
of our shareholders and beneficial owners who are PRC residents will comply with these foreign
exchange regulations. Failure by any Shareholders to comply with SAFE Circular 37, SAFE Circular
13 or other related regulations could subject us to fines or legal sanctions, restrict our investment
activities in the PRC and overseas or cross-border investment activities, limit our subsidiaries’ ability
to make distributions, pay dividends or other payments to us or affect our ownership structure, which
could adversely affect our business and prospects.

As there is uncertainty concerning the reconciliation of these foreign exchange regulations
with other approval requirements, it is unclear how these regulations, and any future regulation
concerning offshore or cross-border transactions, will be interpreted, amended and implemented by
the relevant government authorities. We cannot predict how these regulations will affect our business
operations or future strategy. For example, we may be subject to a more stringent review and approval
process with respect to our foreign exchange activities, such as remittance of dividends and
foreign-currency- denominated borrowings, which may materially and adversely affect our results of
operations and financial condition. In addition, if we decide to acquire a PRC domestic company, we
cannot assure you that we or the owners of such company, as the case may be, will be able to obtain
the necessary approvals or complete the necessary filings and registrations required by the foreign
exchange regulations. This may restrict our ability to implement our acquisition strategy and could
materially and adversely affect our business and prospects.

You may experience difficulties in effecting service of legal process and seeking recognition and
enforcement of foreign judgments in the PRC.

Substantially all of our assets and current operations are located or conducted in the PRC. In
addition, substantially all of our current Directors and senior management members are nationals and
residents of the PRC with substantially all of their assets are located in the PRC. It may not be possible
for investors to effect service of process upon us or those persons in the PRC for disputes brought in
courts outside the PRC. The PRC has not entered into treaties or arrangements providing for the
recognition and enforcement of judgments made by courts of most other jurisdictions.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments 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 ( {Him N B2 B B A 1 B H5 45 Il 4 7 B 125 B A B8
TR T N ek R R E R ZE) ) (the “Arrangement”), pursuant to which a
party with an enforceable final court judgment rendered by any designated PRC court or any
designated Hong Kong court requiring payment of money in a civil and commercial case according
to a written choice of court agreement, may apply for recognition and enforcement of the judgment
in the relevant PRC court or Hong Kong court. A written choice of court agreement is defined as any
agreement in writing entered into between parties after the effective date of the Arrangement in which
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a Hong Kong court or a PRC court is expressly designated as the court having sole jurisdiction for
the dispute. Therefore, it may not be possible to enforce a judgment rendered by a Hong Kong court
in the PRC if the parties in the dispute did not agree to enter into a choice of court agreement in
writing. As a result, it may be difficult or impossible for investors to effect service of process against
us, certain of our assets, our Directors and senior management members in the PRC in order to seek
recognition and enforcement of foreign judgments in the PRC. On January 18, 2019, Hong Kong and
the PRC entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in
Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region ( CBRA A B 7 I A7 IR [k e A BR8] FRBUA T B = 28 A ey 2
PE) ) (the “New Arrangement”), which seeks to establish a mechanism with greater clarity and
certainty for recognition and enforcement of judgments in wider range of civil and commercial
matters between Hong Kong and the PRC. The New Arrangement discontinued the requirement for
a choice of court agreement for bilateral recognition and enforcement. The New Arrangement will
only take effect after the promulgation of a judicial interpretation by the Supreme People’s Court of
the PRC and the completion of the relevant legislative procedures in Hong Kong. The New
Arrangement will, upon its effectiveness, supersedes the Arrangement. Therefore, before the New
Arrangement becomes effective, it may be difficult or impossible to enforce a judgment rendered by
a Hong Kong court in the PRC if the parties in the dispute do not agree to enter into a choice of court
agreement in writing.

We may be subject to the approval or other requirements of the China Securities Regulatory Commission
or other PRC governmental authorities in connection with future capital raisings activities.

On July 6, 2021, the General Office of the CPC Central Committee and the General Office of
the State Council jointly promulgated the Opinions on Severely Cracking Down on lllegal Securities
Activities According to Law ( EINRIEIE BATE B S EF GBI E L) ) (the “6 July Opinion™),
which called for the enhanced administration and supervision of overseas-listed China-based
companies (" HEZ F]), proposed to revise the relevant regulation governing the overseas issuance
and listing of shares by such companies and clarified the responsibilities of competent domestic
industry regulators and government authorities. As of the Latest Practicable Date, due to the lack of
further clarifications or detailed rules and regulations, there are still uncertainties regarding the
interpretation and implementation of the 6 July Opinion, including on China-based companies with
a VIE structure. In addition, we cannot guarantee that new rules or regulations promulgated in the
future pursuant to the 6 July Opinion will not impose any additional requirement on us. If it is
determined that we are subject to any CSRC approval, filing, other governmental authorization or
requirements for future capital raising activities, we may fail to obtain such approval or meet such
requirements in a timely manner or at all. Such failure may adversely affect our ability to finance the
development of our business and may have a material adverse effect on our business and financial
conditions. Furthermore, any uncertainty and/or negative publicity regarding such an approval, filing
or other requirements may also have a material adverse effect on us.

102



RISK FACTORS

RISKS RELATING TO THE GLOBAL OFFERING

No public market currently exists for our Shares; the market price of our Shares may be volatile and an
active trading market for our Shares may not develop.

No public market currently exists for our Shares. The initial Offer Price for our Shares to the
public will be the result of negotiations between our Company and the Joint Representatives (for
themselves and on behalf of the Underwriters), and the Offer Price may differ significantly from the
market price of the Shares following the Global Offering. We have applied to the Stock Exchange for
the listing of, and permission to deal in, the Shares. A listing on the Stock Exchange, however, does
not guarantee that an active and liquid trading market for the Shares will develop, or if it does
develop, that it will be sustained following the Global Offering, or that the market price of the Shares
will not decline following the Global Offering.

In addition, the trading price and trading volume of the Shares may be subject to significant
volatility in responses to various factors, including:

*  variations in our operating results;

e changes in financial estimates by securities analysts;

* announcements made by us or our competitors;

e regulatory developments in the PRC affecting us, our customers or our competitors;

* investors’ perception of us and of the investment environment in Asia;

e developments in the global and PRC healthcare, internet and internet healthcare markets;
e changes in pricing made by us or our competitors;

*  acquisitions by us or our competitors;

* the depth and liquidity of the market for our Shares;

e additions to or departures of, our executive officers and other members of our senior
management;

* release or expiry of lock up or other transfer restrictions on our Shares;
e sale or anticipated sale of additional Shares; and

e the general economy and other factors.

Moreover, shares of other companies listed on the Stock Exchange with significant operations
and assets in the PRC have experienced price volatility in the past, and it is possible that our Shares
may be subject to changes in price not directly related to our performance.

You will incur immediate and significant dilution and may experience further dilution if we issue
additional Shares in the future.

The Offer Price of the Offer Shares is higher than the net tangible assets value per Share
immediately prior to the Global Offering. Therefore, purchasers of the Offer Shares in the Global
Offering will experience an immediate dilution in pro forma consolidated net tangible assets value to
HK$3.77 per Share, based on the mid-point of the Offer Price range of HK$27.40. There can be no
assurance that if we were to immediately liquidate after the Global Offering, any assets will be
distributed to Shareholders after the creditors’ claims. To expand our business, we may consider
offering and issuing additional Shares in the future. Purchasers of the Offer Shares may experience
dilution in the net tangible assets value per Share of their Shares if we issue additional Shares in the
future at a price which is lower than the net tangible assets value per Share at that time.
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Future sale or perceived sale of our Shares in the public market by major Shareholders following the
Global Offering could materially and adversely affect the price of our Shares.

Prior to the Global Offering, there has not been a public market for our Shares. Future sales
or perceived sales by our existing Shareholders, or issuance by us of significant amounts of our Shares
after the Global Offering, could result in a significant decrease in the prevailing market prices of our
Shares. Only a limited number of the Shares currently outstanding will be available for sale or
issuance immediately after the Global Offering due to contractual and regulatory restrictions on
disposal and new issuance. Nevertheless, after these restrictions lapse or if they are waived, future
sale of significant amounts of our Shares in the public market or the perception that these sales may
occur could significantly decrease the prevailing market price for our Shares and our ability to raise
equity capital in the future.

There will be a gap of several days between pricing and trading of our Shares, and the price of our Shares
when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be
determined on the Price Determination Date. However, the Shares will not commence trading on the
Stock Exchange until they are delivered, which is expected to be five Business Days after the Price
Determination Date. As a result, investors may not be able to sell or otherwise deal in the Shares
during that period. Accordingly, holders of our Shares are subject to the risk that the price of the
Shares when trading begins could be lower than the Offer Price as a result of adverse market
conditions or other adverse developments that may occur between the time of sale and the time trading
begins.

We may not pay any dividends on the Shares.

We cannot guarantee when, if, or in what form, dividends will be paid on the Shares following
the Global Offering. A declaration of dividends must be proposed by our Board and will be based on,
and limited by, various factors, including our business and financial performance, capital and
regulatory requirements and general business conditions. Furthermore, we may not have sufficient
profits to make dividend distributions to Shareholders in the future, even if our financial statements
prepared under HKFRS indicate that our operations have been profitable.

Facts, forecasts and statistics in this prospectus relating to the PRC economy and healthcare (including
grand TCM healthcare), internet and internet healthcare industries may not be fully reliable.

Facts, forecasts and statistics in this prospectus relating to the PRC, the PRC economy and
healthcare (including grand TCM healthcare), internet and internet healthcare industries are obtained
from various official government information sources including official government publications that
we believe are reliable. However, we cannot guarantee the quality or reliability of these official
government information sources. Neither we, the Joint Representatives, the Joint Global Coordinators
nor our or their respective affiliates or advisers have verified the facts, forecasts and statistics nor
ascertained the underlying economic assumptions relied upon in those facts, forecasts and statistics
obtained from these official government information sources. Due to possibly flawed or ineffective
collection methods or discrepancies between published information and market practice and other
problems, the statistics in this prospectus relating to the PRC economy and the healthcare (including
grand TCM healthcare), internet and internet healthcare industries may be inaccurate or may not be
comparable to statistics produced for other economies and should not be unduly relied upon. As such,
no representation as to the accuracy of such facts, forecasts and statistics obtained from various
official government information sources is made. Moreover, these facts, forecasts and statistics
involve risk and uncertainties and are subject to change based on various factors and should not be
unduly relied upon. Further, there can be no assurance that they are stated or compiled on the same
basis or with the same degree of accuracy, as may be the case in other countries.
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If securities or industry analysts do not publish research or reports about our business, or if they
adversely change their recommendations, the market price and trading volume may decline.

The trading market for our Shares will be influenced by research or reports that industry or
securities analysts publish about us or our business. If one or more analysts who cover us downgrade
our Shares or publish negative opinions about us, the market price for our Shares would likely decline
regardless of the accuracy of the information. If one or more of these analysts cease coverage of us
or fail to regularly publish reports on us, we could lose visibility in the financial markets, which in
turn could cause the market price or trading volume of our Shares to decline.

Our future results could differ materially from those expressed or implied by the forward-looking
statements.

The forward-looking statements included in this prospectus are based on various assumptions.
There are also uncertainties, risks and other unforeseen factors which may cause our actual
performance or achievements to be materially different from those expressed or implied by such
forward-looking statements. See “Forward-looking Statements” for details of these statements and the
associated risks.

You should only rely on the information included in this prospectus to make your investment
decision, and we strongly caution you not to rely on any information contained in press articles or
other media coverage relating to us, our Shares or the Global Offering.

There had 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 media
coverage regarding us and the Global Offering. We have not authorized the disclosure of any
information concerning the Global Offering in the press or media and do not accept responsibility for
the accuracy or completeness of such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the
projections, valuations or other forward-looking information about us. To the extent such statements
are inconsistent with, or conflict with, the information contained in this prospectus, we disclaim
responsibility for them. Accordingly, prospective investors are cautioned to make their decisions on
the basis of the information contained in this prospectus only and should not rely on any other
information.
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In preparation for the Listing, our Company has applied for the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have a sufficient management presence
in Hong Kong. This normally means that at least two of our executive Directors must be ordinarily
resident in Hong Kong. Since substantially all of the business operations of our Group are managed
and conducted outside of Hong Kong, and our executive Director ordinarily resides in the PRC, we
do not have, and for the foreseeable future will not have, sufficient management presence in Hong
Kong for the purpose of satisfying the requirement under Rule 8.12 of the Listing Rules. Accordingly,
we have applied for, and the Stock Exchange has granted, a waiver from strict compliance with the
requirements under Rule 8.12 of the Listing Rules in accordance with HKEX-GL9-09 subject to the
following conditions:

(a) we have appointed Mr. Tu and Ms. Lau Jeanie (“Ms. Lau”), as our authorized
representatives for the purposes of Rule 3.05 of the Listing Rules to serve as our principal
channel of communication with the Stock Exchange. We have provided their contact
details to the Stock Exchange, and they will be available to meet with the Stock Exchange
within a reasonable period of time upon the request of the Stock Exchange and will be
readily contactable by telephone, facsimile and email;

(b) as and when the Stock Exchange wishes to contact our Directors on any matters, each of
our authorized representatives will have means to contact all of our Directors promptly at
all times. We will implement measures such that (i) each Director must provide his or her
mobile phone number, office phone number, facsimile number (if any) and email address
to our authorized representatives and the Stock Exchange; and (ii) in the event that a
Director expects to travel or otherwise be out of office, he or she will provide the phone
number of the place of his or her accommodation to our authorized representatives. We
have provided the contact details of each Director to the Stock Exchange to facilitate
communication of such Directors with the Stock Exchange;

(c) each Director who is not an ordinarily resident in Hong Kong possesses or can apply for
valid travel documents to visit Hong Kong and can meet with the Stock Exchange within
a reasonable period of time;

(d) we have appointed a compliance adviser, Guotai Junan Capital Limited, pursuant to Rules
3A.19 of the Listing Rules, which will act as our additional and alternative channel of
communication with the Stock Exchange, and its representative(s) will be fully available
to answer enquiries from the Stock Exchange. The compliance adviser will advise our
Company on on-going compliance requirements and other issues arising under the Listing
Rules and other applicable laws and regulations in Hong Kong after the Listing, and will
have access at all times to our authorized representatives, our Directors and the other
senior management team of our Company to ensure that it is in a position to provide
prompt responses to any queries or requests from the Stock Exchange in respect of our
Company; and

(e) any meeting between the Stock Exchange and our Directors will be arranged through our
authorized representatives or compliance adviser or directly with our Directors within a
reasonable time frame. We will inform the Stock Exchange promptly in respect of any
changes in our authorized representatives and compliance adviser.
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APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, our company secretary must be an
individual who by virtue of his or her academic or professional qualifications or relevant experience
is, in the opinion of the Stock Exchange, capable of discharging the functions of company secretary.
The Stock Exchange considers the following academic or professional qualifications to be acceptable:

(a) a member of The Hong Kong Institute of Chartered Secretaries;

(b) asolicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong); or

(c) a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience,” the
Stock Exchange will consider the individual’s:

(a) length of employment with the listing applicant and other issuers and the roles he/she
played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the
SFO, the Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions)
Ordinance, and the Hong Kong Code on Takeovers and Mergers (the ‘“Takeovers Code”);

(c) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

We have appointed Ms. Xie Xiaoping (“Ms. Xie”) as one of the joint company secretaries. Ms.
Xie has extensive knowledge of our business operations and corporate culture and has extensive
experience in matters concerning the Board and our corporate governance. However, Ms. Xie does not
possess the specified qualifications strictly required by Rule 3.28 of the Listing Rules. As a result, we
have appointed Ms. Lau, who meets the requirements under Rule 3.28 of the Listing Rules, to act as
the other joint company secretary and to assist Ms. Xie in the compliance matters for the Listing as
well as other Hong Kong regulatory requirements for an initial period of three years from the Listing
Date. Over such period, we will implement the following measures to assist Ms. Xie to satisfy the
requisite qualifications as prescribed in Rules 3.28 and 8.17 of the Listing Rules:

(a) Ms. Lau will assist Ms. Xie so as to enable her to discharge her duties and responsibilities
as a joint company secretary of our Company. Given Ms. Lau’s relevant experiences, she
will be able to advise both Ms. Xie and us on the relevant requirements of the Listing
Rules as well as other applicable laws and regulations of Hong Kong;

(b) Ms. Xie will be assisted by Ms. Lau for an initial period of three years commencing from
the Listing Date, which should be sufficient for her to acquire the requisite knowledge and
experience under Rule 3.28 of the Listing Rules;

(c) we will ensure that Ms. Xie has access to the relevant trainings and support to enable her
to familiarize herself with the Listing Rules and the duties required of a company
secretary of a Hong Kong listed company, and Ms. Xie has undertaken to attend such
trainings;
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(d) Ms. Lau will communicate with Ms. Xie on a regular basis regarding matters on corporate
governance, the Listing Rules as well as other applicable laws and regulations of Hong
Kong which are relevant to the operations and affairs of the Group. Ms. Lau will work
closely with, and provide assistance to Ms. Xie with a view to discharging her duties and
responsibilities as a company secretary, including but not limited to organizing the Board
meetings and Shareholders’ meetings; and

(e) pursuant to Rule 3.29 of the Listing Rules, Ms. Lau and Ms. Xie will also attend in each
financial year no less than 15 hours of relevant professional training courses to familiarize
themselves with the requirements of the Listing Rules and other legal and regulatory
requirements of Hong Kong. Both Ms. Lau and Ms. Xie will be advised by our legal
advisors as to Hong Kong law and our compliance adviser as and when appropriate and
required.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from strict
compliance with the requirements of Rules 3.28 and 8.17 of the Listing Rules, for an initial period
of three years from the Listing Date (“Waiver Period”). Pursuant to HKEX-GL-108-20, the waiver
is granted on the following conditions: (1) Ms. Xie must be assisted by Ms. Lau, who possesses the
qualifications or experience as required under Rule 3.28 and is appointed as a joint company secretary
throughout the Waiver Period; and (2) the waiver can be revoked if there are material breaches of the
Listing Rules by the Company. Prior to the expiry of the three-year period, we will conduct a further
evaluation of the qualification and experience of Ms. Xie to determine whether the requirements as
stipulated in Rules 3.28 and 8.17 of the Listing Rules can be satisfied, and we will liaise with the
Stock Exchange to assess whether Ms. Xie, having had the benefit of Ms. Lau assistance for an initial
period of three years, would have acquired the relevant experience within the meaning of Note 2 to
Rule 3.28 of the Listing Rules such that there is no need to further apply for a waiver.

See “Directors and Senior Management” for further details of Ms. Lau and Ms. Xie’s
biographies.

CONNECTED TRANSACTIONS

We have entered into certain transactions which would constitute continuing connected
transactions of our Company under the Listing Rules upon the Listing. We have applied for, and the
Stock Exchange has granted, a waiver from strict compliance with (i) the announcement, circular and
independent Shareholders’ approval requirements under Chapter 14A of the Listing Rules in respect
of the transactions contemplated under the Contractual Arrangements pursuant to Rule 14A.105 of the
Listing Rules, (ii) the requirement of setting an annual cap for the transactions under the Contractual
Arrangements under Rule 14A.53 of the Listing Rules, and (iii) the requirement of limiting the term
of the Contractual Arrangements to three years or less under Rule 14A.52 of the Listing Rules, for so
long as our Shares are listed on the Stock Exchange, subject to certain conditions. For details of such
continuing connected transactions and the waiver, please see the section headed “Connected
Transactions” in this prospectus.
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DIRECTORS’ RESPONSIBILITY STATEMENT

This prospectus, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information with regard to us. The Directors, having made all reasonable enquiries, confirm that to
the best of their knowledge and belief the information contained in this prospectus is accurate and
complete in all material respects and not misleading or deceptive, and there are no other matters the
omission of which would make any statement herein or this prospectus misleading.

THE HONG KONG PUBLIC OFFERING AND THIS DOCUMENT

This document is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
document sets out the terms and conditions of the Hong Kong Public Offering. The Hong Kong Offer
Shares are offered solely on the basis of the information contained and representations made in this
document and the GREEN Application Form, and on the terms and subject to the conditions set out
herein and therein. No person is authorized to give any information in connection with the Global
Offering or to make any representation not contained in this document and the GREEN Application
Form, and any information or representation not contained herein and therein must not be relied upon
as having been authorized by (i) our Company, the Joint Sponsors, the Joint Representatives, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers and any of the Underwriters,
(ii) any of their respective directors, agents, employees or advisers, or (iii) any other party involved
in the Global Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the
Joint Representatives. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms of the Hong Kong Underwriting Agreement on a conditional basis. The
International Offering is expected to be fully underwritten by the International Underwriters under the
terms of the International Underwriting Agreement. The Offer Price is expected to be fixed among the
Joint Representatives (for themselves and on behalf of the Underwriters) and our Company on the
Price Determination Date. The Price Determination Date is expected to be on or around Friday,
December 3, 2021 and, in any event, not later than Monday, December 6, 2021 (unless otherwise
determined between the Joint Representatives (for themselves and on behalf of the Underwriters) and
our Company). If, for whatever reason, the Offer Price is not agreed between the Joint Representatives
and our Company on or before Monday, December 6, 2021, the Global Offering will not become
unconditional and will lapse immediately.

See section headed “Underwriting” for further information about the Underwriters and the
underwriting arrangement.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure and Conditions of the Global Offering” in this prospectus.
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PROCEDURES FOR APPLICATION FOR HONG KONG PUBLIC OFFER SHARES

The procedures for applying for our Shares are set out in the section headed “How to Apply
for the Hong Kong Offer Shares” in this prospectus and in the GREEN Application Form.

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
forth in the section headed “Structure and Conditions of the Global Offering” in this prospectus.

COMMENCEMENT OF DEALING IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Friday, December
10, 2021. The Shares will be traded in board lots of 100 Shares each. The stock code of the Shares
will be 2273.

SELLING RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Offer Shares will be required to, or be deemed by their acquisition
of Offer Shares to, confirm that they are aware of the restrictions on offers of the Offer Shares
described in this document.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than in Hong Kong, or the distribution of this document in any jurisdiction other than Hong
Kong. Accordingly, this document may not be used for the purpose of, and does not constitute, an
offer or invitation in any jurisdiction or in any circumstances in which such an offer or invitation is
not authorized or to any person to whom it is unlawful to make such an offer or invitation. The
distribution of this document and the offering and sale of the Offer Shares in other jurisdictions are
subject to restrictions and may not be made except as permitted under the applicable securities laws
of such jurisdictions pursuant to registration with or authorization by the relevant securities regulatory
authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Stock Exchange for the listing of, and permission to deal in, our Shares
in issue (including the shares on conversion of the Preferred Shares), to be issued pursuant to the
Global Offering (including the Shares which may be issued pursuant to the exercise of the
Over-allotment Option) and the Shares to be issued under the Pre-IPO Share Option Plan.

We have applied on the basis that, among other things, we satisfy the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules with reference to (i) our revenue
for the year ended December 31, 2020, being RMB925.4 million (equivalent to HK$1,127.9 million),
which is over HK$500 million and (ii) our expected market capitalization at the time of Listing,
which, based on the low-end of the indicative Offer Price range, exceeds HK$4 billion.
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Dealings in the Shares on the Stock Exchange are expected to commence on Friday, December
10, 2021. No part of our Shares or loan capital is listed on or dealt in on any other stock exchange
and no such listing or permission to list is being or proposed to be sought. All the Offer Shares will
be registered on the register of members maintained by the Hong Kong Share Registrar of our
Company in order to enable them to be traded on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the listing of, and
permission to deal in, the Shares on the Stock Exchange is refused before the expiration of three
weeks from the date of the closing of the application lists, or such longer period (not exceeding six
weeks) as may, within the said three weeks, be notified to our Company by the Stock Exchange.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and compliance with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance, and settlement in CCASS with effect
from the Listing Date or on any other date as determined by HKSCC. Settlement of transactions
between participants of the Stock Exchange is required to take place in CCASS on the second
settlement day after any trading day. All activities under CCASS are subject to the General Rules of
CCASS and CCASS Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS.
Investors should seek the advice of their stockbroker or other professional adviser for details of those
settlement arrangements and how such arrangements will affect their rights and interests.

SHARE REGISTRAR AND HONG KONG STAMP DUTY

Our principal register of members will be maintained by its principal share registrar, Harneys
Fiduciary (Cayman) Limited, in the Cayman Islands, and our Hong Kong register of members will be
maintained by the Hong Kong Share Registrar, Tricor Investor Services Limited. All Offer Shares will
be registered on the Company’s register of members in Hong Kong.

Dealings in the Shares will be subject to Hong Kong stamp duty. For further details of Hong
Kong stamp duty, please seek professional tax advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisors if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, the Shares or
exercising any rights attaching to the Shares. We emphasize that none of our Company, the Joint
Representatives, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Joint Sponsors, the Underwriters, any of our or their respective directors, officers or representatives
or any other person involved in the Global Offering accepts responsibility for any tax effects or
liabilities resulting from your subscription, purchase, holding or disposing of, or dealing in, the Shares
or your exercise of any rights attaching to the Shares.
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EXCHANGE RATE CONVERSION

Unless otherwise specified, this prospectus contains certain translations for the convenience
purposes at the following rates:

RMB6.3682: US$1.00
HK$7.7620: US$1.00
RMBO0.8204: HK$1.00

No representation is made that any amounts in HK$, RMB and US$ can be or could have been
converted at the relevant dates at the above rates or any other rates at all.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail unless otherwise stated. However, the translated English
names of the PRC and foreign national, entities, departments, facilities, certificates, titles, laws,
regulations (including certain of our subsidiaries) and the like included in this prospectus and for
which no official English translation exists are unofficial translations for your reference only. If there
is any inconsistency, the names in their original languages shall prevail.
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Executive Director

Mr. TU Zhiliang ({&&5%)
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For further information regarding our Directors, see “Directors and Senior Management.”
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Certain information and statistics set out in this section and elsewhere in this prospectus
are derived from various government and other publicly available sources and from the market
research report prepared by Frost & Sullivan. We believe that the sources of such information
are appropriate for such information and have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is false in any
material respect or misleading or that any fact has been omitted that would render such
information false in any material respect or misleading. None of our Company, the Joint
Sponsors, the Joint Representatives, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers and the Underwriters, any of their respective directors, officers,
employees, agents or advisers have verified the information and statistics from official
government sources, thus makes no representation as to the accuracy, fairness and completeness
of the information and statistics from official government sources. Accordingly, information
from official government sources should not be unduly relied upon. For discussions of risks
relating to our industry, see “Risk Factors—Risks Relating to Our Business and Industry.”

Except as otherwise noted, all data and forecasts contained in this section have been
derived from the Frost & Sullivan Report.

SOURCE AND RELIABILITY OF INFORMATION

In connection with the Global Offering, we engaged Frost & Sullivan, an independent market
research consultant, to conduct an analysis of, and to prepare an industry report on the markets we
operate with a commission fee of RMB600,000. Founded in 1961, Frost & Sullivan provides market
research on a variety of industries, among other services. The information from Frost & Sullivan
disclosed in this prospectus is extracted from the Frost & Sullivan Report with its consent.

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan used the following
key methodologies to collect multiple sources, validate the data and information collected, and cross-
check each respondent’s information and views against those of others: (i) secondary research, which
involved reviewing published sources including national statistics, annual reports of listed companies,
industry reports and data based on Frost & Sullivan’s in-house research database; and (ii) primary
research, which involved in-depth interviews with the industry participants.

Frost & Sullivan adopted the following primary assumptions while making projections for
preparing the Frost & Sullivan Report: (i) China’s economy is expected to grow at a steady rate
supported by favorable government policies as well as global economic recovery, among other
factors; (ii) China’s total population remains an increasing trend and the elderly population is
expected to grow rapidly; (iii) there are no material changes in government policies in respect of the
healthcare service markets in China; and (iv) there are no major technological breakthrough in the
healthcare service industry during the forecast period. In addition to the macroeconomic factors,
certain industry drivers, including but not limited to the increasing disposable income and increasing
healthcare awareness, are likely to drive the demand for healthcare services in the forecast period.

Except as otherwise noted, all of the data and forecasts contained in this section are derived
from the Frost & Sullivan Report. Our Directors confirm that after taking reasonable care, there is no
material adverse change in the overall market information since the date of the Frost & Sullivan
Report that would materially qualify, contradict or have an impact on such information.

THE HEALTHCARE SERVICE INDUSTRY IN CHINA
Overview

China has a sizable and steadily expanding healthcare market. China’s total healthcare
expenditure increased from RMB4,635 billion in 2016 to RMB7,231 billion in 2020 at a CAGR of
11.8%. China’s total healthcare expenditure is forecasted to reach RMB17,616 billion by 2030,
representing a CAGR of 9.3% from 2020 to 2030, according to NBSC and the forecast of Frost &
Sullivan. Meanwhile, the healthcare expenditure per capita in China has grown at a CAGR of 11.4%
from RMB3,352 in 2016 to RMB5,163 in 2020, and is forecasted to reach RMB12,191 by 2030,
representing a CAGR of 9.0% from 2020 to 2030.
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Market Size of the Healthcare Service Industry in China

As an essential component of healthcare industry, healthcare service industry accounted for
57.1% of the market share of healthcare industry in 2019. Healthcare services comprise out-patient
examination on treatment of diseases or sub-health conditions. Healthcare service industry consists of
(i) medical service, including provisions of in-patient and out-patient examination and treatment of
diseases or sub-health conditions; (ii) sale of medicine; and (iii) sale of diagnostic and treatment
devices. The market size of China’s healthcare service industry experienced significant growth from
RMB2,954 billion in 2015 to RMB4,644 billion in 2019 at a CAGR of 12.0%, and is expected to reach
RMB10,062 billion in 2030 at a CAGR of 7.3% from 2019 to 2030, according to NHC and the
forecast of Frost & Sullivan.

Key Drivers of the Healthcare Service Industry in China

According to Frost & Sullivan, China’s healthcare service market is primarily driven by the
following key factors:

*  Aging population. The number of China’s population aged 65 and above is expected to
increase from 191 million in 2020 to 318 million in 2030, representing a CAGR of 5.3%.
In addition, the average life expectancy increased from 73.0 years in 2005 to 76.3 years
in 2015, and is expected to reach 79.4 years in 2025, according to NBSC and the forecast
of Frost & Sullivan;

*  Rising disposable income per capita. From 2016 to 2020, annual disposable income per
capita increased from RMB23,821 to RMB32,189, representing a CAGR of 7.8%,
according to the World Bank and the forecast of Frost & Sullivan, along with economic
growth and urbanization;

*  Growing health awareness and increasing healthcare consumption per capita. Healthcare
consumption has become an important portion of an individual’s consumption, given the
rising awareness and accessibility of health screening and early disease detection. The
outbreak of COVID-19 has further enhanced the awareness of preventative care. The
healthcare consumption per capita in China is expected to increase from RMB1,843 in
2020 to RMB4,359 in 2030, accounting for 8.7% and 9.8% of the total consumption per
capita in 2020 and 2030, respectively, according to NBSC and the forecast of Frost &
Sullivan;

*  Increasing demand for primary care services in China. The size of China’s primary care
service market increased rapidly from RMB435 billion in 2015 to RMB699 billion in
2019 at a CAGR of 12.6%, and is expected to reach RMB 1,948 billion in 2030 at a CAGR
of 9.8% from 2019 to 2030 according to NHC and the forecast of Frost & Sullivan; and

*  Favorable policy tailwind. In recent years, China has issued multiple policies to promote
the development of healthcare service industry, especially the “Internet + Healthcare.” As
a result, the number of online hospitals increased significantly from 119 as of December
31, 2018 to over 1,100 as of March 31, 2021, according to NHC. Moreover, in May 2021,
three-child policy was promulgated, allowing every couple to have three children, which
is expected to further drive the population growth and healthcare needs, according to
Frost & Sullivan.

TCM healthcare service represents an essential part of healthcare service. TCM healthcare
providers mainly comprise TCM hospital, TCM clinic, TCM center and other primary healthcare
institutions that provide TCM healthcare services. TCM healthcare services complement other
healthcare services in the whole healthcare service market. In recent years, numerous government
policies favorable to TCM healthcare providers have been promulgated and TCM healthcare services
have gained larger customer base. Compared with other healthcare service providers, TCM healthcare
providers provide healthcare services covering the entire life cycle of healthcare management, from
disease prevention to disease treatment and rehabilitation and thus illustrating its unique strength in
chronic disease management and health management. The market share of TCM diagnosis and
treatment services segment in healthcare service market in China was 6.3% in 2019, which is expected
to increase to 18.3% in 2030.
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THE GRAND TCM HEALTHCARE INDUSTRY IN CHINA
Grand TCM Healthcare Industry and the participants in China

China has one of the world’s most ancient medical systems, dating back to the 21st century
before the common era (BCE) with development for thousands of years. The grand TCM healthcare
industry in China has become a significant segment of China’s healthcare industry. It consists of six
components: (i) TCM diagnosis and treatment services; (ii) TCM medicine; (iii) TCM health
supplements; (iv) TCM IT infrastructures; (v) TCM health monitor devices; and (vi) TCM diagnosis
and treatment devices. Among all these components, TCM diagnosis and treatment services
component is the only major TCM healthcare services component, while the TCM IT infrastructures
component focuses on provision of software and hardware and represents the only other emerging
TCM service related component. The remaining components are mainly related to the development,
production and sale of pharmaceuticals, healthcare supplements, and medical devices.

TCM medical institutions comprise four categories based on the categories registered with
NHC: (i) TCM hospitals; (ii)) TCM out-patient departments; (iii) TCM clinics; and (iv) other TCM
healthcare providers.

Compared to Western medicine, TCM has its unique strength to cover full life cycle of
healthcare management, in particular, chronic diseases management. Grand TCM healthcare
management is able to provide patients with comprehensive TCM conditioning on a continuous basis
with controlled medical cost. Through close monitor of relevant physiological indicators of patients
with chronic diseases or sub-healthy population, such as blood pressure and blood glucose, grand
TCM healthcare management is able to offer personalized health regimen, preventative treatment,
long-term recuperation and lifestyle enhancement according to patients’ specific conditions.

Recent Milestones of the Grand TCM Healthcare Industry in China

e The SARS Prevention and Treatment Leading Group of the Ministry of Health of the PRC
promulgated the Technical Proposal of Traditional Medicine Therapy for SARS (Trial)
( CIE B it 98 v 38 BERH G H 0 /7 22 (A4T)) ) across China and emphasized that TCM
played an important role in the fight against atypical pneumonia.

»  Tu Youyou (/& BH)), a researcher at China Academy of Chinese Medical Sciences (-
HEFHERL), won the Nobel Prize in Physiology or Medicine for the discovery of
Artemisinin, which signaled a great contribution of TCM to human health.

e The 72nd World Health Assembly approved the [Ith Revision of the International
Classification of Diseases ( CBIFFER B +—IRKIEFTAJCD-11)) )  which
included TCM for the first time, indicating that TCM has been recognized as a standard
therapy.

*  During the outbreak of COVID-19, TCM treatments have also been proven effective in
the prevention and treatment of this infectious disease.

Market Size of the Grand TCM Healthcare Industry in China

The grand TCM healthcare industry in China has expanded substantially in recent years,
occupying a market share of 19.7% of the total healthcare market in China in 2019. According to Frost
& Sullivan, the market size of China’s grand TCM healthcare industry grow at a CAGR of 11.3% from
2019 to 2030 and is expected to reach RMB2,973 billion in 2030, which is at a faster pace than the
overall healthcare industry in China over the same period. The following diagram sets forth the
historical and forecasted market size of China’s grand TCM healthcare industry and its components
from 2015 to 2030.
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Market Size of Grand TCM Healthcare Industry in China, 2015-2030E

TCM
diagnosis
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Total 579 655 734 820 917 994 1,132 1,282 1,445 1,622 1,816 2,023 2242 2472 2,719 20973

TCM Diagnosis and Treatment Service 111 145 182 226 292 346 456 576 704 842 989 1,145 1,307 1,474 1,653 1,839

TCM Medicine 392 423 455 484 502 510 521 532 546 560 571 584 599 616 632 648
B TCM Health Supplements 66 74 82 90 100 110 120 131 142 154 165 177 188 200 211 221
BTCM IT Infrastructure 1 1 1 2 2 2 3 3 4 5 6 7 8 9 1" 12
B TCM Health Monitor Devices 2 3 5 7 9 12 15 18 24 34 51 4l 94 120 149 179
mTCM Diagnosis and Treatment Devices 7 8 10 11 13 15 18 21 24 29 33 39 46 54 63 73

Note: TCM diagnosis and treatment service market refers to all costs incurred during the whole process that patient receives diagnosis and treatment,
including the payment for prescription drugs during such process.

Source: NHC and the forecast of Frost & Sullivan

The market size of private healthcare providers in the TCM diagnosis and treatment services
segment of China’s grand TCM healthcare industry increased from 29.0% in 2015 to 41.2% in 2019,
and is expected to increase to 51.2% in 2030. There are numerous market players in the private TCM
diagnosis and treatment services segment of the grand TCM healthcare industry in China. We took a
market share of 0.6% in this highly fragmented market in terms of revenue generated from providing
healthcare solutions in 2020. We ranked eighth among all private TCM healthcare service providers
in China in terms of total revenue generated from providing healthcare solutions in the same year.

It is expected that the penetration rate of out-patient visit in TCM diagnosis and treatment
service providers in China healthcare service industry to increase from 13.3% in 2019 to 19.6% in
2030, according to Frost & Sullivan. The following diagram sets forth the forecasted penetration rate
and the number of out-patient visits in China’s TCM diagnosis and treatment service providers from
2019 to 2030.

Penetration Rate of Qut-Patient Visits in TCM Diagnosis and Treatment Service Providers in
China Healthcare Service Industry, 2019-2030E
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=@ Out-patient visits in TCM diagnosis and treatment service provider as a % of total out-patient visits in China’s healthcare service industry
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Notes:

(1) Penetration rate = number of out-patient visits in TCM diagnosis and treatment service providers/number of out-patient visits in
China’s healthcare service industry;

(2) The number at the top of each bar refers to the total out-patient visits in China’s healthcare service industry in the relevant year.
Sources: NHC and the forecast of Frost & Sullivan

According to Frost & Sullivan, there are numerous market players in the TCM diagnosis and
treatment services segment of the grand TCM healthcare industry, which makes the market highly
fragmented. Our revenue generated from healthcare solutions in 2020 was RMB892 million,
accounted for 0.3% of the entire TCM diagnosis and treatment services segment in the same year.

In addition, according to Frost & Sullivan, private TCM healthcare providers in China are
mainly out-patient departments and clinics focusing on primary care. Public TCM healthcare
providers in China are mainly comprehensive state-owned hospitals and have been dominating the
TCM diagnosis and treatment service segment with long establishment history and good reputation
among patients, sufficient physician resources and advanced medical facilities, as well as support
from local governments. Hence, we mainly compete with other private TCM healthcare providers in
China in our principal businesses.

The number of TCM physicians in China increased from 452,190 in 2015 to 624,248 in 2019
at a CAGR of 8.4%, and is expected to reach 1,143,994 in 2030 at a CAGR of 5.7% from 2019 to
2030, according to Frost & Sullivan. Among such TCM physicians, the proportion of senior TCM
physicians was 16.2% in 2015, which decreased to 15.4% in 2019, and is expected to maintain at
15.8% in 2030, implicating the foreseeable scarcity of senior TCM physicians in the long run. The
following diagram sets forth the historical and forecasted number of TCM physicians and total
physicians in China from 2015 to 2030.

Number of TCM Physicians in China, 2015-2030E

Number of TCM Number of total
physicians in China physicians in China
CAGR (2015- o o
2019) 8.4% 6.2%
CAGR (2019- o o
2030E) 5.7% 4.1% iaao 187% 18.9%

18.1%
o 17.6% 173%
\ teay ee% 168% 170% 17.3% °
15.5% 16.0% 16.1% 5 5,782

5,921 6,040
5,261

5,450
asto 480 0%
4122 4,370 ! 131 138
Thousand 3607 3,867 ’ 123
3039 3,191 3,390 ’ 96 107
77 84 %0
695 736

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
u Senior TCM Physicians u Other Physicians

14.9% 151% 5,625

—e—Total TCM physicians as a% of total physicians in China

Notes:
(1) Senior TCM physicians refer to chief physicians and associate-chief physicians;
(2) The number at the top of each bar refers to the total number of physicians in China in the relevant year

Sources: NHC and the forecast of Frost & Sullivan

The gap between growing demand of healthcare services and scarcity of physicians represents
vast unmet medical needs. In 2019, the number of out-patient visits per TCM physician was 13.1 per
day, 45.6% higher than the number of out-patient visits per physician per day, indicating short supply
of TCM physicians. This represents an opportunity for further enhancing the operating efficiency
through adopting “Internet + Healthcare” model and releasing market potential.
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Key Drivers of Grand TCM Healthcare Industry in China

According to Frost & Sullivan, China’s grand TCM healthcare industry has been and is
expected to be primarily driven by the following factors:

Demand-side drivers:

Chronic diseases become more common. In recent years, there has been (i) increasing
aging population, coupled with increasing prevalence of chronic diseases; (ii) rising
population having multisystemic diseases; (iii) increasing prevalence of diseases with
unclear pathological mechanisms, such as tristimania, cutaneous anaphylaxis and female
menoxenia; and (iv) rising prevalence rate of chronic diseases in younger generation. In
particular, there is no specific western medicine for multisystemic diseases and diseases
with unclear pathological mechanisms. For these diseases, TCM can provide systemic and
effective treatment;

Significant increase in sub-healthy population. The increasing sub-healthy population
drives the demand for preventative care and chronic disease management. To this end,
TCM emphasizes the prevention and control of chronic diseases and promotes
maintenance of healthy diet and living habits to remain energetic and keep fit thus boosts
immune system;

Growing health awareness. See “— The Healthcare Service Industry in China — Key
Drivers of the Healthcare Service Industry in China” for details;

Increasing diseases with complicated symptoms. TCM can offer a symptomatic treatment
plan for diseases with complicated and unexplained symptoms, which may not be able to
be addressed by western medicine accurately; and

Increasing acceptance and popularity of TCM healthcare and deepening recognition of
TCM culture. In recent years, TCM has been made part of the primary and secondary
school curriculum in certain provinces to inculcate traditional Chinese culture among the
youngsters. Meanwhile, the market size of TCM supplements has grown rapidly,
implicating the increase of public awareness on TCM healthcare.

Supply-side drivers:

Promulgation of government incentive policies.

Year Policies

2021........ . Several Policies and Measures on Promoting the Development of Traditional
Chinese Medicine B NNPR A5 SERF (488 R 1947 T BURTE )

2020........ . Implementation Opinions of NMPA on Promoting the Inheritance and

Innovative Development of Traditional Chinese Medicine <[5 %45 %: =i

AR AE Hh SEEUR A BT R A B i )
2019........ . Circular on Practically Strengthening the Work on Traditional Chinese

Medicine During the Development of Medical Alliances B TE B A
e e b U B o v R E AR R )

. Opinions of the State Council of the CPC Central Committee on Promoting
the Inheritance and Innovation of Traditional Chinese Medicine {9394t
I8 75 5, o i A v 58 A (e 1) 3 R 1Y 5 5D

2018........ . Guiding Opinions on Improving Science and Technology Innovation in
Traditional Chinese Medicine Healthcare Services BN H 5 25 i
MBS BRI 38 )

Opinions on Encouraging Social Forces to Provide Multi-layered and
Diverse Healthcare Services CEIINSCHEAt & ) BIRAEE IR Z HEAL B

B Y 3 )
. Traditional Chinese Medicine “Belt and Road” Development Plan

(2016-2020) {58 g —AF— g 5 R B #1(2016-20204F) )

. “I13th Five-Year” Special Plan on Science and Technology Innovation for

Traditional Chinese Medicine {1 =10 5§ BERL Al B S IE B #))
. Guiding Opinions of Traditional Chinese Medicine on Integrating the

Development of the Traditional Chinese Medicine Health Services and the
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[N}
(e}
—_
~
°

125



INDUSTRY OVERVIEW

Year Policies
2016........ . Outline of the Development Strategic Plan for Traditional Chinese Medicine

(v 4 B L B 22 (2016-20304F)) N

. Traditional Chinese Medicine Law of the PRC ¥ N\ R ILHIE B4
%)

. Guiding Opinions on Promoting the Sound Development of the Medical

Industry BRI o 857 M FREE IR F5 7D
2011 ........ . Opinions on Strengthening the Role of Traditional Chinese Medicine in

Deepening the Reform of the Medical and Health System BT GRAL B4

i A B O AR i — P B h R AEE IR 2 D) o
2010........ . Management Measures for sit-in TCM Clinics (Trial) {9848 582 I

P GAT))

e Talent cultivation through the combination of TCM college education and master-
apprentice education model (FfiARZE ). The TCM college education continuously
supply qualified TCM personnel. The number of new graduates majored in TCM
increased from 232,723 in 2015 to 297,794 in 2018, representing a CAGR of 8.6%.
Meanwhile, with its long heritage and vast knowledge base, TCM has accumulated
abundant practical experience to be inherited. Under the master-apprentice education
model, valuable practical experiences are taught by experienced TCM physicians through
consecutive teaching and training. This can cultivate more and more application-oriented
TCM talents with strong professional skills; and

*  Increase of TCM healthcare providers with both offline and online medical service
network. Leveraging the strong capability of solving the pain points of conventional TCM
healthcare diagnosis and treatment methods, TCM healthcare providers who expand their
business from offline medical institutions to online platforms are expected to continue to
increase in China’s grand TCM healthcare industry. Meanwhile, the popularity of TCM
health supplements in China has been increasing. See “—Recent Trend of Grand TCM
Healthcare Market” for details.

Key Entry Barriers of the Grand TCM Healthcare Industry in China

According to Frost & Sullivan, new entrants of China’s grand TCM healthcare industry
primarily face the following entry barriers:

e Scarcity of high quality TCM physician resources. The number of TCM physicians in
China accounted for only 16.1% of the total number of physicians in 2019, amounting to
624,248. New market entrants generally have greater difficulty in recruiting seasoned
physicians, such as National TCM Great Masters (2% K fill). As of June 30, 2021, there
were only 56 National TCM Great Masters in China, according to Frost & Sullivan; and

*  Challenges for geographic expansion. The expansion of TCM medical network generally
requires extensive experience and deep understanding of the TCM healthcare industry and
familiarity to the relevant local policies and requirement, which make it difficult for new
entrants to replicate the business model and expand geographically.

RECENT TREND OF GRAND TCM HEALTHCARE MARKET
Overview

Recently, more and more TCM healthcare providers have been establishing and developing
their online healthcare network while strengthening the existing offline presence, leveraging internet
technology to provide patients with digitalized and standardized TCM healthcare services (including
but not limited to online appointment for healthcare services), integrating both offline and online
TCM resources. In addition, western medicine has been combined with conventional TCM diagnosis
and treatment. Leveraging the interaction of offline and online operations and the combination of
western medicine, TCM healthcare providers are able to provide patients with comprehensive
healthcare management services more effectively and efficiently, especially chronic disease
management, throughout the whole process of disease diagnosis and treatment and healthcare
management.
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Establishing and integrating the online and offline business, TCM healthcare providers aim to
solve the following pain points of conventional TCM diagnosis and treatment methods:

*  Dispersive and uneven supplies of medical resources nationwide: As majority of the
experienced TCM physicians are located in the tier one and tier two cities in China, it has
been challenging for people in lower tiers cities to benefit from quality TCM services.
However, TCM healthcare providers could effectively broaden service coverage by
leveraging their online component;

e Lack of integration between offline and online resources: Different from (i) conventional
TCM market participants that can only provide consultation and diagnosis and follow-up
healthcare services offline; and (ii) TCM market participants with online TCM platforms

only which can only provide follow-up healthcare services, TCM healthcare providers

witﬁ both offline and online medical service network are able to fully utilize interaction
of offline and online TCM platforms to enhance their capability in providing
comprehensive TCM treatment; and

*  Lack of TCM know-how among public: Nowadays many people still do not have sufficient
knowledge of TCM. Through internet platforms and applications, TCM healthcare
providers with both offline and online medical service network are able to promote the
philosophy and knowledge of TCM to broader customers and improve people’s
acceptance and recognition.

Market Size and Penetration Rate of TCM Industry Participants with both Offline and Online Medical
Service Network in China

Before 2018, some public TCM hospitals and TCM out-patient departments in the grand TCM
healthcare industry had stepped into providing the online healthcare services in embryonic forms.
However, such initial attempts are limited to providing patients with online appointment registration
services. Gradually, more and more TCM healthcare providers with existing offline presence are
developing online healthcare services, including, among others, the provision of follow-up
consultation and diagnosis, prescription services, decoction services and sale of healthcare products.
Since 2018, such trend has been continuously developing and the penetration rate of these TCM
industry participants has increased significantlg. The market size of such China’s TCM industr
participants increased significantly from RMBS billion in 2015 to RMB69 billion in 2019 at a CAG
of 91.8%, and is expected to reach RMB1,803 billion in 2030 at a CAGR of 29.4%. Such penetration
rate is expected to grow significantly from 10.6% in 2020 to 60.6% in 2030, according to Frost &
Sullivan analysis, indicating the great growth potential of such trend. The following diagram sets forth

the historical and forecasted size and penetration rate of such China’s TCM industry participants from
2015 to 2030.

Market Size of TCM Healthcare Providers with Both Offline and Online Medical Service Network
in China, 2015-2030E

CAGR Private Public Total
o 98.0%
2015-2019 593%  110.8%  91.8% 9139 0%
2019-2030E 45.1% 28.9% 34.5%
60.6%
B1% | s03a
1,579.6
3060 1% 2% 13454
237% 44.9%
RMB Billion 15.5% 3T1% 4 o076
o5 10.1% pass saoq J04% A
4.6%  O°% 670, 204% 7 749.8

13.7%
759 10.6%

5527
09% 15% 25% 43% 4037
sy 1552 24 2L I
69.2 1057 ===
5.1 9.8 18.4 . 692 . .

2015 2016 2017 2018 2019  2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

W
'S
V-

Total 5.1 9.8 18.4 349 69.2 105.7 1552 2146  2%4.1 403.7 5527 749.8 1,007.6 13454 15796 1,803.1

Private 2.4 4.1 6.3 9.8 15.4 24.1 36.9 54.2 80.2 120.1 180.5 269.6 419.6 643.2  785.6 926.1

® Pyblic 2.7 5.8 12.1 25.1 53.8 81.7 118.3 160.4 2139 2835 3722 480.1 588.0 702.2  794.1 877.0
Penetration rate 1 —8— Penetration rate 2

Notes: 1. Penetration rate 1 = Market size of TCM healthcare providers with both offline and online medical service network/Market
size of grand TCM healthcare industry.

2. Penetration rate 2 = Market size of TCM healthcare providers with both offline and online medical service network/Market
size of diagnosis and treatment component of grand TCM healthcare industry.

3. The market size is calculated based on the total revenue generated by all TCM healthcare providers with both offline and
online medical service network in China.

Sources: Frost & Sullivan analysis
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Key Drivers for the Recent Trend of Grand TCM Healthcare Market

In addition to the drivers of China’s grand TCM healthcare industry, the development of TCM
healthcare providers establishing and integrating both offline and online medical service network is
driven by the following factors:

e Favorable government policies. The PRC government promulgated several policies
favorable to online healthcare service providers, such as Opinions on the National Health
and Family Planning Commission on Promotzng Telemedicine Services
Medical Institutions ( (EFFHEMFHAEFTLZE S E‘%EATEL%JE%%ﬁi%%EfHEJ%
MER) ) and Guidance from the Natlonal Healthcare Security Administration on
Improving the Policy of “Internet +” Medical Service Price and Medical Insurance
Payment (5 5 BRI 5 B i 56 25 B A8+ B IR A8 A% AN B AR S A IBUR 1 $8 4
& FL) ), which in turn encouraged the expansion of online consultation, legalized and
standardized the online consultation, supported reimbursement of online consultation
through medical insurances, encouraged offline hospitals to establish of online hospitals,
and promoted the integration of TCM and western medicine;

e Increasing interaction of offline and online business. Technology advancement has
significantly encouraged the rapid development of the online healthcare services.
Leveraging the internet platform, market participants can expand their coverage to online
customers without time and space constraints. Offline TCM institutions are able to
acquire new customers through online channels. Meanwhile, as customers can only
receive follow-up visits through online platforms, offline TCM medical institutions play
an essential role in TCM healthcare industry, providing diagnosis and treatment for
customers, as well as healthcare services that must be performed offline, such as
acupuncture, massage, cupping etc.;

*  Advances in diagnosis and treatment technology. With the development of technologies,
TCM healthcare providers with both offline and online medical service network are able
to achieve more accurate decision-making and effective allocation of resources;

s Implementation of inclusive medical insurance (52 &%) policy. TCM hospitals have
only 1% of the TCM medical resources in China, but need to accommodate 37% of the
total patients. The mismatch of supply and demand results in inefficient utilization of
TCM medical resources in China. Following the implementation of inclusive medical
insurance policy, medical resources will be more appropriately reallocated to other TCM
medical institutions. The following diagram illustrates the significant mismatch between
supply of and demand of TCM medical resources in China in 2019;

Mismatch between Supply and Demand of TCM Medical Resources in China in 2019

TCM Hospital TCM Hospital # of out-patient Visits:
5,232 (1.0%) 675 million, 37%
. L N . Medical Institutions with TCM Clinical
Medical Institutions with TCM Clinical Departments # of out-patient Visits:
Departments 22,604 (4%) 292 million, 16%

TCM out-patient Departments and
Clinics # of out-patient Visits:
197 million, 11%

TCM Out-patient Departments
and Clinics 60,535 (11%)

Sources: NHC

*  Increasing demand for more accessible TCM healthcare services. In 2019, the actual
TCM diagnosis time on average is only 15 minutes out of the whole 3-hour out-patient
diagnosis process, which calls for better efficiency, according to Frost & Sullivan.
“Internet + Healthcare” enables TCM medical institutions to allocate resources without
time and space constraints. Such advantages are likely to improve patients’ user
experience and encourage more and more people to choose TCM services;
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Changes in the disease spectrum. In recent decades, the burden of chronic disease has
increased significantly. It has been confirmed and recognized in the long-term clinical
application that the integration of offline and online medical service network, has unique
advantages in providing healthcare and preventative care of some chronic diseases
efficiently and accurately;

Increasing acceptance and popularity of services with medical resources available both
online and offline. Nowadays, with the technology advancements and cultivation of
patients’ consumption habits, more people have been seeking for online TCM healthcare
services under the “Internet + Healthcare” model, while most of the current online service
providers mainly focus on western medicine, it implicates vast unmet needs for the
integration of offline and online TCM healthcare services; and

Industry consolidation. Currently, TCM industry is still fragmented with quite a few local
players and ununified standards, which offers significant consolidation opportunity for
players with scale.

Key Barriers for the Recent Trend of Grand TCM Healthcare Market
New entrants primarily faces the following barriers:

Digitalization capability. The ability to effectively invest in technology and digitalization
has been an increasingly important factor for a market entrant in optimizing the customer
experience and operating efficiency. As such trend is data-driven, a market player’s
success highly depends on its capabilities of building database, developing frontier
technologies, and analyzing big data. It is challenging for new entrants to compete with
existing players with established data base and scale;

Requirement under the relevant government policies. According to the requirements of the
NHC, medical institutions that can provide online healthcare services must obtain an
Internet hospital license (HHFAIEBEMR). Such requirement for TCM healthcare
providers prohibits TCM healthcare providers without the license from providing online
healthcare services. In addition, NHC also stipulates that medical institutions which
provide online healthcare services should strengthen the management of online diagnosis
and treatment activities, establish and improve relevant management systems and services
and ensure the traceability of online diagnosis and treatment activities. Online healthcare
providers are also required to provide relevant data interface for regulatory authorities’
inspection, which is an entry barrier for healthcare providers without the SaaS system to
provide online healthcare services;

Restrictions of TCM healthcare providers with online presence only. Physicians can only
provide follow-up diagnosis services through online platforms for customers that have
been diagnosed with certain common diseases or chronic diseases. See “Regulatory
Overview — Regulations Relating to Internet Hospital.” This could be a barrier for TCM
healthcare providers with online presence only to develop the interaction of offline and
online healthcare services as such TCM healthcare providers usually have limited offline
physician resources and customer base;

Standardization capability. Standardization of TCM healthcare products and services, as
well as the management of TCM medical institutions have been adopted to ensure unified
quality, streamlined procedures and effective management, which is essential for building
and raising brand awareness;

Expansion capability. Brand awareness and reputation amongst customers is crucial to the
success of developing the offline and online medical service network. It is difficult for
new market entrants to establish and maintain a large-scale TCM healthcare network. The
development of the offline and online medical service network requires cross-regional
replication. However, the level of economic strength, medical services and public
awareness of a new market player may restrict the cross-regional development of such
trend;

Capabilities in integrating offline and online resources. The progress and degree of
offline and online integration is one of the key barriers. Without a solid and stable offline
network, it would be difficult for a market entrant to compete with existing market players
in conventional TCM market. The main TCM diagnostic methods, namely, “observing,
smelling, consulting and pulse-taking (% []4]]),” in particular, pulse-taking can be only
undertaken in offline medical institutions;
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e Capabilities to manage supply chain. The current supply chain of the TCM industry has
numerous pain points, including low efficiency, insufficient traceability and vulnerability
to adulteration. With the evolving customer demand for TCM healthcare products and the
development of TCM healthcare services, the ability to provide high-quality TCM herb
in an efficient and convenient manner has been essential for the competitiveness of
market participants; and

*  Brand recognition and quality services. There are a variety of TCM medical institutions
offering TCM services, including TCM specialized hospitals, public general hospitals that
offer TCM healthcare services, as well as renowned conventional TCM medical
institutions with long operating history that have built up their own brand and customer
stickiness. Thus, it is challenging for new entrants to attract customers from existing
market players.

COMPETITIVE LANDSCAPE AND RANKING

According to Frost & Sullivan, there are numerous market players in the TCM diagnosis and
treatment services segment of the grand TCM healthcare industry, which makes the market highly
fragmented. Our revenue generated from healthcare solutions in 2020 accounted for 0.3% of the entire
TCM diagnosis and treatment services segment in the same year. According to Frost & Sullivan,
private TCM healthcare providers in China are mainly out-patient departments and clinics focusing
on primary care, while public TCM healthcare providers in China are mainly comprehensive
state-owned hospitals and have been dominating the TCM diagnosis and treatment service segment
with long establishment history and good reputation among patients, sufficient physician resources
and advanced medical facilities, as well as support from local governments. Therefore, we mainly
compete with other private TCM healthcare providers in China in principal businesses. According to
Frost & Sullivan, the market size of private healthcare providers providing TCM diagnosis and
treatment services accounted for 42.0% of the entire TCM diagnosis and treatment industry segment
in terms of revenue in 2020. The private TCM diagnosis and treatment services segment of the grand
TCM healthcare industry in China is highly fragmented. We took a market share of 0.6% in the private
TCM diagnosis and treatment services segment in terms of revenue generated from providing
healthcare solutions in 2020. According to Frost & Sullivan, we ranked eighth among all private TCM
healthcare service providers in China in terms of total revenue generated from providing healthcare
solutions in 2020. The table below sets forth the top ten private TCM healthcare service providers in
China in terms of total revenue generated from the provision of healthcare solutions in 2020.

Revenue Generated by TCM Market Share in Private TCM
Ranking Company Diagnosis and Treatment in 2020  Diagnosis and Treatment Market
(RMB in millions) (%)
1 Competitor A 4,201 2.9
2 Competitor B 2,983 2.1
3 Competitor C 2,460 1.7
4 Competitor D 1,020 0.7
5 Competitor E 953 0.7
6 Competitor F 950 0.7
7 Competitor G 899 0.6
8 Our Group 892 0.6
9 Competitor H 860 0.6
10 Competitor I 854 0.6

As of December 31, 2020, we have achieved accomplishments in terms of our solution
revenue, physician resources and geographic coverage.
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According to Frost & Sullivan analysis, we ranked first in terms of the revenue generated from
providing healthcare solutions in 2020 among all private TCM healthcare providers that have
developed both offline and online medical service network in China. The chart below sets forth the
top five participants among all private TCM healthcare providers that have developed both offline and
online medical service network in China in terms of the revenue generated from providing healthcare
solutions in 2020.

Revenue from providing healthcare
solutions for the year ended

Ranking Company December 31, 2020 (RMB in millions)
1 Our Group 892
2 Competitor J 438
3 Competitor K 401
4 Competitor L 384
5 Competitor M 357

According to Frost & Sullivan analysis, we ranked first in terms of the number of TCM
physicians as of December 31, 2020 among all TCM industry participants that have developed offline
and online medical service network in China. The chart below sets forth the top five participants
among all TCM industry participants that have developed offline and online medical service network
in China in terms of the number of TCM physicians in the medical service network as of December

31, 2020.
Number of TCM physicians as of

Ranking Company December 31, 2020
1 Our Group Over 16,000
2 Competitor N 9,000
3 Competitor O 1,500
4 Competitor L 800
5 Competitor J 350

According to Frost & Sullivan analysis, we ranked first in terms of the number of cities
covered by offline medical institution network in 2020 among all TCM industry participants that have
developed offline and online medical service network in China. The chart below sets forth the top five
participants among all TCM industry participants that have developed offline and online medical
service network in China in terms of the number of cities covered by offline medical institution
network in 2020.

Number of cities covered by

offline medical institution Number of offline medical
network as of December 31, institutions as of December 31,

Ranking Company 2020 2020

1 Our Group 11 37

2 Competitor N 10 10

3 Competitor L 8 27

4 Competitor P 5 8

5 Competitor Q 3 4
The table below sets forth background information of the top competitors listed above.

Company Background

Competitor A.. A comprehensive TCM group, whose business includes providing TCM healthcare
services, sale of TCM medicines, production and sale of TCM patent medicines, and
nursing services, etc., among which the production and sale of TCM-related
products are its core businesses.

Competitor B.. Providing TCM healthcare services as well as sale of TCM decocting pieces, TCM
patent medicines, dietary supplement and medical devices, etc.

Competitor C..  Providing TCM healthcare services as well as sale of TCM medicines, herbal
extracts and Chinese medical diet (Z£%)

Competitor D.. A chain of TCM pharmacies which mainly sell western pharmaceutical preparations,
TCM patent medicines, TCM decocting pieces and packaged food, other healthcare
products and cosmetics, etc.

Competitor E.. A chain of TCM pharmacies which mainly sell healthcare products, TCM patent
medicines and biological products for use, etc. This competitor also provides TCM
healthcare services for customers
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Company

Background

Competitor F. .

Competitor G. .
Competitor H. .

Competitor I . .

Competitor J . .
Competitor K. .

Competitor L. .
Competitor M .
Competitor N. .
Competitor O. .
Competitor P. .

Competitor Q. .

A chain of pharmacies focusing on both provision of healthcare services and sale of
TCM healthcare products

Providing TCM healthcare services to patients through TCM hospitals

A chain of TCM clinics incubated by an A share-listed pharmaceutical manufacturer,
providing TCM healthcare services and sale of TCM medicines

Focusing on sale of TCM medicines, TCM decocting pieces and providing TCM
healthcare services

A chain of TCM clinics providing TCM healthcare services to customers

A private TCM hospital that primarily focuses on provision of TCM healthcare
services and western healthcare services

A chain of TCM clinics providing TCM diagnosis and treatment services to patients
and sale of TCM medicines

A TCM healthcare service provider transformed from public to private TCM
hospital, providing TCM healthcare services and healthcare products

A chain of TCM healthcare service platforms providing TCM healthcare services
with “TCM + Internet” business model and sale of TCM products

A TCM medical institution providing TCM diagnosis and treatment and TCM
physical examination

A chain of TCM clinics providing TCM healthcare services to customers, focusing
on building an offline chain of TCM clinics and online TCM appointment platforms

A chain of TCM clinics providing TCM healthcare services to customers and

integrated with TCM medical education and research

IMPACT OF COVID-19 ON THE GRAND TCM HEALTHCARE MARKET IN CHINA

During the COVID-19 pandemic, TCM healthcare had high degree of engagement with
positive effect. Under the guidance of National Administration of Traditional Chinese Medicine ([
K845 M J5)) and National Health Commission (B Z A {@ 52 B @), the adoption of TCM,
especially the adoption of “Three Medicines and Three Prescriptions (—%£—77),” played an
important and unique role in providing preventative care, alleviating COVID-19 symptoms and
reducing fatality rate, which significantly enhanced people’s awareness and acceptance of TCM
healthcare worldwide. In addition, a variety of non-drug treatment methods of TCM, such as
acupuncture, massage, acupoint application (7X{7 }fi#§) and cupping, had positive effect in alleviating
symptoms, eliminating lung inflammation and the recovery of the patients’ immune system. As of
March 31, 2021, TCM healthcare had involved in over 90% of the treatment of COVID-19 in China,
according to the NHC. Based on the observation of clinical effects, the efficacy rate of TCM
healthcare in the treatment of COVID-19 reached over 90% in China, according to National
Administration of Traditional Chinese Medicine.

Since the COVID-19 outbreak, the grand TCM healthcare market has been activated and the
immediate and distance-free diagnosis and treatment method has become much more popular. During
the online TCM consultation, patients are able to connect with TCM physicians in other cities and
obtain online diagnosis and treatment services through communications on websites, apps or social
platforms. As to offline and online integrated TCM healthcare services, TCM medical institutions
have established a network platform to enable patients to make online appointments for TCM medical
services, including out-patient treatment, rehabilitation care, and elderly care, paving a new way for
patients, especially for those with limited mobility, to access to online healthcare services.

The outbreak of COVID-19 encouraged the publishment of favorable policies for the
development of TCM healthcare providers who have developed offline and online medical service
network in the grand TCM healthcare market, optimized the allocation of medical resources and
accelerated the cultivation of user habit.

e Implementation of favorable policies. The pandemic accelerated the PRC government’s
actions in supporting the development of healthcare providers with offline and online
medical service network, and introducing multiple policies to support its development,
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including Notice on Strengthening Informationization to Suggor( the Prevention and
Control of Coronavirus ( %’E‘gjﬁ/{\ﬁﬂgﬁ 5 b S BB TR LR A S ) il A R T B 4 L
YER)ZE ) ), Notice on “Internet + Diagnosis and Treatment” Consultation Service in
the Prevention and Control of Coronavirus ( B~ TE IR B 42 HAMCes B A 72 e st
MR TAERIMEAT) ) and Guiding Opinions on Promoting “Internet + " Medical
Insurance Services in COVID-19 Prevention (< [B8AHEHE B 7k i 98 5 1 By 122 30 ] B
“HIEM R AIRB RIS EER) );

e Consumer habits cultivation has been accelerating. The outbreak of COVID-19 has
transformed customers’ long-term healthcare habit by not only generating greater health
and wellness awareness, but also increasing the popularity of online healthcare services.
The number of online consultation that took place on the platform of internet hospitals
under the administration of the National Health Commission has increased 17 times
during the first quarter of 2020 over the same period of 2019;

*  Medical resources allocation has been optimized. Accelerated by the outbreak of
COVID-19, online medical services have increased and offline resources have been
relieved. The number of newly established digital health and wellness companies has
exceeded 16,000 in 2020; and

e The development of combined offline and online medical service network has been
promoted. During the outbreak of COVID-19, Internet hospitals have made contributions
to hierarchical medical system. Patients would choose to get professional diagnosis and
treatment either from online platforms or offline medical institutions based on their needs,
which further promoted the development of online medical service network centered on
offline medical institutions.

COST ANALYSIS OF TCM GRAND HEALTHCARE INDUSTRY

As our major supplies, the prices of TCM medicinal materially affect our cost of sales. There
are over 1,000 types of decocting pieces used by us and the top 50 decocting pieces used in terms of
costs only represented less than 30% of the total cost of our pharmaceutical, implicating the
diversification and fragmentation of types of decocting pieces used. Wolfiporia extensa ({h%),
codonopsis pilosula (#2), angelica sinensis (# ), pinellia ternata (*F5), honeysuckle (&4R1E)
and Chinese parsnip root (F/iJE) are the most commonly used TCM medicinal. Generally, the prices
of TCM medicinal increase when available supply on the market decreases, while the prices of TCM
medicinal decrease when the planting area of TCM medicinal increases. The below table illustrates
the historical and forecasted price trends of these TCM medicinal from 2015 to 2030.

Historical and Forecasted Price Trend of Main TCM Medicinal in China, 2015-2030E
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2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
= Wolfiporia extensa K% 239 250 284 250 265 318 322 325 328 331 335 338 341 345 348 352

Codonopsis pilosula # % 25.1 453 56.1 44.1 429 433 438 442 446 451 455 460 465 469 474 479

Angelica sinensis % i 456 579 598 557 449 395 399 403 407 411 415 419 423 428 432 436
Pinellia ternata 5. 1029 928 1050 110.0 1029 966 975 985 995 1005 1015 1025 103.6 1046 1056 106.7
Honeysuckle 4#R/E 992 87.1 1157 1908 1950 195.0 197.0 1989 2009 2029 2049 207.0 209.1 2112 2133 2154

Chinese parsnip root [jjJEl ~ 14.7 174 259 205 155 16.2 16.3 16.5 16.7 16.8 17.0 17.2 17.3 17.5 17.7 17.9

Source: Frost & Sullivan and www.zyctd.com ( FZEHF K HbAH)
The price trend indicated above reflected the change in the historical average price in the PRC,
which has not taken into account the quality of raw materials and seasonal factors.
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REGULATIONS RELATING TO THE REFORM OF MEDICAL INSTITUTIONS

The Opinions of the Central Committee of the Communist Party and the State Council on
Promoting Further Reform of the Healthcare System ( {HHIrp e ~ B  BE A R AL 5 i 25 B ol
MR E L) ) (the “Opinions™), which was promulgated by the State Council on March 17, 2009,
advocates a range of measures to reform medical institutions in China and to establish a basic
healthcare system covering urban and rural residents. The Opinions encourage private capital to invest
in medical institutions (including investments by foreign investors), the development of private
medical institutions and the reform of public medical institutions (including those established by
state-owned enterprises) through private capital investment.

On November 26, 2010, the General Office of the State Council promulgated the Notice of the
General Office of the State Council on Forwarding the Opinions of the National Development and
Reform Commission (the “NDRC”), the Ministry of Health (the “MOH”) and Other Ministries on
Further Encouraging and Guiding the Establishment of Medical Institutions by Social Capital ( [
A HE— A SN AN 5 | B AL G A BRI BRI A 2 ) ) (the “Notice”). The Notice set out the
following measures with respect to expanding the scope for social capital to set up medical
institutions, including social capital is permitted and encouraged to set up various medical facilities,
social capital may apply for establishing and operating either for-profit medical institutions
(the “PMIs”) or not-for-profit medical institutions (the “NMISs”) according to its purposes; priority
shall be given to social capital when adjusting or increasing medical and health resources; to
reasonably determine the scope of practice for NMIs; overseas medical institutions, enterprises and
other economic organizations are permitted to establish medical institutions together with domestic
medical institutions, enterprises or other economic organizations in the form of equity or cooperation
joint venture. The restrictions on maximum equity that can be owned by overseas capital in domestic
medical institutions will be lifted step by step. Simplify and standardize the approval procedures for
medical institutions by overseas capital. The establishment of Sino-foreign equity joint venture and
Sino-foreign cooperative joint venture medical institutions can be approved by provincial level health
authority and commerce authority. In addition, for encouraging and guiding social capital in setup of
medical facilities, the Notice also proposes on tax and price polices for the NMIs, entry policy for
service providers under medical insurance plans, employment conditions and purchase of large
medical equipment.

Opinions on Accelerating the Development of Setup Medical Institutions by Social Capitals
( CBERA Inpeas At e 4 T2 ) ), which was promulgated by the National Health and
Family Planning Commission (the “NHFPC”) and the State Administration of Traditional Chinese
Medicine (the “SATCM”) on December 30, 2013, stipulates the policies to support the development
of private-invested healthcare institutions, including but not limited to the (i) gradual relaxation of
investment in healthcare institutions by foreign capital; (ii) relaxation of requirements for service
sectors, allowing social capital’s investment in the areas which are not explicitly prohibited; and (iii)
acceleration of the approval procedures regarding the establishment and operation of private hospitals.
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Opinions on Encouraging Social Forces to Provide Multi-layered and Diverse Healthcare
Services ( (B ZFet g /B E FIR Z AL B ERIRBS I E L) ), which was promulgated by
the General Office of the State Council on May 16, 2017, stipulates the policies to actively support
social forces to go deep into the niche service market, such as specialized medical services, expand
the effective supply of services, and foster professionalized advantages. A number of competitive
branded service agencies will be formed at a rapid pace for such specialties including but not limited
to oncology.

In order to solve the problem of imbalanced and inadequate development of medical
insurance, the Central Committee of the Communist Party and the State Council promulgated the
Opinions on Deepening the Reform of the Medical Insurance System (B RAL B8O s il B plg 4
)7 5) ) (the “Medical Insurance System Opinions”) on February 25, 2020, main opinions as
follows: (i) improve the treatment guarantee mechanism; (ii) consummate the financing operation
mechanism; (iii) establish the efficient medical insurance payment mechanism; and (iv) sound and
strict fund supervision mechanism. Based on the main opinions aforementioned, the Medical
Insurance System Opinions mainly target on benefiting the patients to enjoy quality medical services,
increasing the rate of patient visits and the utilization of medical insurance funds.

REGULATIONS RELATING TO TCM AND TCM MEDICAL INSTITUTIONS

According to the Traditional Chinese Medicine Law of the PRC ( {13 A\ R LA B 55 45
%) ), which was promulgated by the Standing Committee of the National People’s Congress (the
“SCNPC”) on December 25, 2016 and came into effect on 1 July 2017, the government supports the
establishment of Traditional Chinese Medicine (the “TCM”) medical institutions with private capital.
TCM medical institutions established with private capital are entitled to identical rights as the TCM
medical institutions sponsored by the government in respect of access, practice, basic medical
insurance, scientific research and teaching, and medical personnel title assessment. TCM medical
institutions shall be staffed by medical personnel who are mainly TCM professionals and mainly
provide TCM services. TCM physicians who have obtained the physician qualification upon
examination may, according to the relevant provisions of the government, adopt modern scientific and
technical methods relating to their specialties in practice activities after receiving training and passing
the examination.

The Strategic Plan on the Development of Traditional Chinese Medicine (2016-2030) ( (&
HEE JR SR B A0 2L (2016-20304F)) ) (the “Strategic Plan”), which was promulgated by the State
Council on February 22, 2016, made TCM a national strategy, with systemic plans for TCM
development in the subsequent era. The Strategic Plan has mapped out a grand blueprint that focuses
on the full revitalization of TCM, especially the upgrade of TCM service capabilities (including but
not limited to elevating TCM service system covering urban and rural residents, improving the
capability of TCM to prevent and treat diseases, and promoting the integration of TCM and western
medicine) as well as the accelerated establishment of the “Internet +” TCM on the basis of new TCM
medical service models such as telemedicine, mobile medical treatment, and smart medical treatment,
etc.
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In order to implement the task of medical and health system reform, the State Council
promulgated Several Opinions of on Supporting and promoting the Development of Traditional
Chinese Medicine ( IBI%5BE B PR RAIfEAE 38 g5 L8 A T2 ) ) on April 21, 2009,
which aims to (i) develop the TCM and preventive healthcare services; (ii) promote the inheritance
and innovation of the TCM; (iii) strengthen the construction of the TCM qualified personnel; and (iv)
improve the industry development of the TCM.

On August 30, 2018, Guidance Opinions on Strengthening the Scientific and Technological
Innovations of the Medical Devices of the Traditional Chinese Medicine ( < BiA N 5a o 5 B4 ik
BHEABNFEEE ) ) was jointly issued by the SATCM, Ministry of Science and Technology,
Ministry of Industry and Information Technology (the “MIIT”) and the NHC, which stipulates the
following main opinions: (i) strengthening the innovation and development of TCM medical devices;
(i1) improving the standard system of TCM medical devices; and (iii) promoting the construction and
international development of innovation platform for TCM medical devices.

On July 25, 2019, the Circular on Practically Strengthening the Work on Traditional Chinese
Medicine During the Development of Medical Alliances ( <> 1€ B0 A e st b U) B n o vp 55
4 TAERYMHN) ) was jointly issued by the SATCM and the NHC, which stipulates the following
main requirements: (i) promoting the establishment of various forms of the Medical Treatment
Partnership Systems (the “MTPS”) led by TCM hospitals; (ii) improving the comprehensive
capabilities of county-level TCM hospitals; and (iii) strengthening the policy protection for the
establishment of MTPS led by TCM hospitals.

On October 20, 2019, Opinions on Promoting the Inheritance and Innovation of the
Traditional Chinese Medicine ( BTAARYEH 5 4E R BIB 38 AV ) ) was jointly issued by the
Central Committee and the State Council, which stipulates the following main opinions: (i) improving
the TCM service system; (ii) strengthening the unique role of the TCM in maintaining and promoting
people’s health; (iii) promoting the quality improvement and the high-quality industry development
of the TCM; (iv) strengthening the construction of the TCM qualified personnel; (v) promoting the
inheritance and innovation of the TCM; and (vi) reforming and improving the management system
and mechanism of the TCM.

REGULATIONS RELATING TO THE CLASSIFICATION OF MEDICAL INSTITUTIONS

The Opinions on Implementing Classification Administration of Urban Medical Institutions
( B BB BUE M B R /L) ), jointly promulgated by the MOH, SATCM, Ministry
of Finance (the “MOF”’) and NDRC on July 18, 2000 and came into effect on September 1, 2000,
provides that medical institutions in the PRC are mainly identified as PMIs and NMIs, and NMIs is
further divided into public NMIs and private NMIs. NMIs and PMIs shall be classified based on their
business objectives, service purposes and implementation of various financial, taxation, pricing and
accounting policies. Also, governments shall not operate for-profit medical institutions. On the other
hand, NMIs must comply with the pricing guidance for medical service stipulated by governments
from time to time, and the rules and policies issued by the NHC and the MOF including Hospital
Finance System and Hospital Accounting System. PMIs may distribute their profit to their investors
as economic returns. Based on its marketing needs, PMIs have the discretion to set the fees and prices
for their medical and healthcare services. In establishing internal control system, they may apply the
finance and accounting system and other policies suitable for corporate enterprise. Medical
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institutions shall file with relevant authorities of health written statements of their not-for-profit/for-
profit status when they go through the application, registration and re-examination procedures in
accordance with the relevant laws, and the handling authority of health shall, jointly with other
relevant authorities, decide the not-for-profit/for-profit status for such medical institution based on the
source of its investment and the nature of its business.

REGULATIONS RELATING TO THE MANAGEMENT OF MEDICAL INSTITUTIONS

The Administrative Regulations on Medical Institutions ( {EEFEHEREE FEMA]) ), which was
promulgated on February 26, 1994 by the State Council, came into effect on September 1, 1994 and
amended on February 6, 2016, and it’s Implementation Measures, which was promulgated by the
MOH on August 29, 1994 and amended on November 1, 2006, June 24, 2008 and February 21, 2017,
stipulate that the establishment of a medical institution by any entity or individual must be reviewed
and approved by health administrative departments of people’s governments at or above the county
level and obtain the Medical Institution Practicing License (BRI ZEFT 7] 3). The Medical
Institution Practising Certificate shall not be forged, altered, sold, transferred or lent. Where a medical
institution violates the provisions hereof, and sells, transfers or lends the Medical Institution
Practising Certificate, the health administrative department of the people’s government at the county
level or above shall confiscate its illegal gains and may impose a fine of less than RMB5,000; where
the circumstance is serious, the Medical Institution Practising Certificate shall be revoked.The
Administrative Measures for Verification of Medical Institutions (For Trial Implementation) ( B
PR B FRAEE (A4 T)) ), which was promulgated by the MOH and came into effect on June 15,
2009, stipulates that the Medical Institution Practising Certificate is subject to periodic examinations
and verifications by registration authorities. Verification period shall be 3 years for general hospitals,
hospitals of traditional Chinese medicine, hospitals of western medicine and traditional Chinese
medicine, hospitals of ethnic minority medicine and specialized hospitals, as well as sanitariums,
rehabilitation hospitals, maternity and children’s health care centers, emergency centers, clinical
laboratories and specialized disease prevention institutions equipped with more than 100 beds, while
the verification period shall be 1 year for other medical institutions. In the event that a medical
institution fails to apply for verification as required and post re-verification procedures or
unsuccessful in its re-verification application, the registration authorities may cancel its Medical
Institution Practising Certificate.

According to Administrative Measures on the Radiotherapy ( U2 HE I E ) ), which
was promulgated by the MOH on January 24, 2006 and amended on January 19, 2016 by NHFPC,
medical institutions engaged in the radio diagnosis and radiotherapy shall have conditions
corresponding to the radiological diagnosis and treatment services. Prior to carrying out
radiodiagnosis and radiotherapy, medical institutions shall submit relevant materials, including but
not limited to the Medical Institution Practising Certificate or the Approval Certificate for
Establishment of a Medical Institution, the list of radiodiagnosis and radiotherapy equipment and
apply for the Radiation Treatment License (U2 &5 7] #) issued by the competent public health
administrative authorities. Medical institutions shall be respectively equipped with the corresponding
equipment in carrying out different kinds of radiodiagnosis and radiotherapy. After obtaining the
License for Radiotherapy, medical institutions shall undertake registration of the relevant diagnosis
and treatment items with health administrative and registration authorities, which issued the Medical
Institution Practising Certificate. The License for Radiotherapy and the Medical Institution Practising
Certificate shall be verified at the same time.
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According to Regulations on the Safety and Protection of Radioisotopes and
Radiationemitting ~ Devices — ( CHUFFVER A 3= BLGHAR B 2 A MPTEReB]) ),  which  was
promulgated by the State Council on September 14, 2005 and amended on July 29, 2014 and March
2, 2019, and Measures for Administration of the Safety Licensing of Radioactive Isotopes and
Radioactive  Equipment — ( CTUSTVERI 3R BL AR 46 B 2 2 FF ] EHEE) ), which  was
promulgated by the State Environment Protection Administration on January 18, 2006, amended on
December 6, 2008, December 20, 2017, August 22, 2019 and January 4, 2021 by the Ministry of
Environmental Protection and Ministry of Ecology and Environment respectively, any entity conducts
activities of production, sale, and use of radioactive isotopes and radial equipment within the territory
of PRC shall obtain the Radiation Safety Licenses (S5} % 2w n] 7).

According to the Administrative Measures for Food Operation Licensing ( & &8 7] &
FEHEL) ) promulgated by the China Food and Drug Administration (the “CFDA”) on August 31,
2015 and amended on November 17, 2017, a Food Distribution License (£ %88 #F 7] #) shall be
obtained in accordance with the law to engage in food selling and catering services within the PRC.

REGULATIONS RELATING TO MEDICAL ADVERTISEMENT

Pursuant to the Advertising Law of the PRC ( (" ¥ N RILFNE JE 1515) ) (the “Advertising
Law”) promulgated by the SCNPC on October 27, 1994, amended on April 24, 2015, October 26,
2018 and April 29, 2021, advertisements shall not contain false statements that are deceitful or
misleading to consumers. Advertisements are legally required to receive censorship, including those
relating to medical treatment, pharmaceuticals and medical devices, shall be reviewed by the relevant
authorities in accordance with relevant rules before being distributed by broadcasting, movies,
television, newspapers, journals or otherwise. No such advertisement shall be published without being
reviewed. If the advisers published such advertisements without being reviewed in violation of the
provisions, the market regulation departments shall order the cessation of the publishing of
advertisements, order the advertisers concerned to eliminate the ill-effects within the corresponding
scope, and impose a fine equivalent to the amount to three times the amount of the advertising fees;
where the advertising fees cannot be calculated or are significantly low, a fine of not less than
RMB100,000 and not more than RMB200,000 shall be imposed; where the circumstance is serious,
a fine of not less than three times and not more than five times the advertising fees shall be imposed;
in case that the advertising fees cannot be calculated or are significantly low, a fine of not less than
RMB200,000 and not more than RMB1 million shall be imposed; and the business licenses may be
revoked, and the advertisement review authorities shall revoke the approval documents for
advertisement review and shall not accept the relevant party’s application for advertisement review
for one year.

Pursuant to the Administrative Measures on Medical Advertisement ( B9 JE & & L) ),
which was jointly promulgated by the MOH and the State Administration of Industry and Commerce
(the “SAIC”) on September 27, 1993 and amended on September 28, 2005 and November 10, 2006
and came into effect on January 1, 2007, any medical institution that intends to publish any medical
advertisement shall apply for medical advertisement examination and obtain Medical Advertisement
Examination Certificate (B 53275 M), The Medical Advertisement Examination Certificate
shall be valid for one year.
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According to the Notice of the Ministry of Health on Further Strengthening the Administration
of Medical Advertisements ( CTAEFPBE T HE— 25 i om BEpR B 15 M HEAN) ), which  was
promulgated by the MOH on July 17, 2008 and became effective on the same date, the Medical
Advertisement Examination Certificate (‘%555 585 & 78 W]) shall be examined strictly, the medical
advertisement monitoring system shall be gradually established and improved and the penalty for
illegal medical advertisement shall be increased.

Pursuant to the Provisional Measures for the Administration of Internet Advertisement ( {H.
Wt A B 5 PR AT HF%) ) promulgated by the State Administration for Industry and Commerce on
July 4, 2016 and became effective on September 1, 2016, no advertisement of any medical treatment,
medicines, foods for special medical purpose, medical apparatuses, pesticides, veterinary medicines,
dietary supplement or other special commodities or services which are subject to examination by an
advertising examination authority as stipulated by laws and regulations shall be published unless it
has passed such examination.

Pursuant to the Interim Administrative Measures for Censorship of Advertisements for Drugs,
Medical Devices, Dietary Supplements and Foods for Special Medical Purpose ( ¥\ ~ BHAR
B PRI FRIR R R B 5 R S R A 1T HHES) ), which were promulgated by
the State Administration for Market Regulation on December 24, 2019, effective on March 1, 2020,
an enterprise seeking to advertise its drugs, medical devices, dietary supplement or food for special
medical purpose must apply for an advertisement approval number. The validity period of the
advertisement approval number concerning a drug, medical device, dietary supplement or food for
special medical purpose shall be consistent with that of the registration certificate or record-filing
certificate or the production license of the product, whichever is the shortest. Where no validity period
is set forth in the registration certificate, record-filing certificate or the production license of the
product, the advertisement approval number shall be valid for two years. The content of an approved
advertisement may not be altered without prior approval. Where any alteration to the advertisement
is needed, a new advertisement approval shall be obtained.

REGULATIONS RELATING TO INTERNET HOSPITAL

According to the Guiding Opinions on Vigorously Advancing the “Internet +” Action ( [
W55 e B A A s A 4 BB A+ A T 9 H6 5 /) ) (the “Opinions”) issued by the State Council on
July 1, 2015, Internet enterprises are encouraged to cooperate with medical institutions in establishing
online medical information platforms, strengthen the integration of regional health care service
resources, and make full use of the Internet, Big Data and other means to improve the capability to
prevent and control major diseases and unexpected public health incidents.

Pursuant to the Opinions on Promoting the Development of “Internet + Healthcare” ( B
B 2 I 7V < T 0 )+ B R fa B 35 R W L) ) issued by the General Office of the State
Council on April 25, 2018, which encouraged medical institutions to apply the internet and other
information technologies to expand the space and content of medical services, and develop an
online-offline integrated medical service model covering stages before, during and after diagnosis.
The development of Internet hospitals depending on medical institutions shall be permitted. Medical
institutions may use Internet hospital as the second name and, based on physical hospitals, use
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Internet technology to provide safe and appropriate medical services, allowing online subsequent
visits for some common diseases and chronic diseases. After reviewing documents of the medical
records and profiles of patients, doctors shall be allowed to prescribe online for some common
diseases and chronic diseases.

In addition, Opinions on the National Health and Family Planning Commission on Promoting
Telemedicine Services in Medical Institutions and Guidance on Improving the Policy of “Internet +”
Medical Service Price and Medical Insurance Payment encouraged the expansion of online
consultation, which legalized and standardized the online medical service. These regulations
supported reimbursement of online consultation through medical insurances. The PRC government
also encouraged offline hospitals to establish online hospitals and promoted the integration of TCM
healthcare and Western healthcare.

Pursuant to The 13th Five-year Plan for Health and Wellness ( {1t = .4 BB A F]) )
(the “Plan”), which was promulgated by the State Council on December 27, 2016, it is proposed to
strengthen the informatization of the population health and fully implement “Internet +” medical and
healthcare people-benefiting service. The Plan also encourages the establishment of regional
telemedicine platform and enhances the flow of high-quality healthcare resources to the Midwest and
the primary level. On July 17, 2018, the NHC and the National Administration of Traditional Chinese
Medicine jointly promulgated three documents, including the Measures for the Administration of
Internet Diagnosis and Treatment (Trial), the Measures for the Administration of Internet Hospitals
(Trial) and the Specifications for the Administration of Remote Medical Services (Trial) ( CEFE B
AR FEAR #E (i1 T)) ), and amended on September 28, 2018. Pursuant to the Measures for the
Administration of Internet Hospitals (Trial), “internet hospitals” include: (a) internet hospitals as the
second name of physical medical institutions, and (b) internet hospitals that are independently
established on the support of physical medical institutions.

According to the Measures for the Administration of Internet Hospitals (Trial), the state
implements access management for internet hospitals pursuant to the Administrative Regulations on
Medical Institutions and the Implementation Measures of the Administrative Regulations on Medical
Institutions ( EREHEMEE HIRGIEMEANRI) ), promulgated on August 29, 1994 and amended on
February 21, 2017. Before implementing access for internet hospitals, provincial health administrative
departments shall establish provincial internet medical service supervision platforms to connect with
information platforms of internet hospitals to achieve real-time supervision. Establishing an internet
hospital is governed by the administrative approval process as stipulated in the Measures for the
Administration of Internet Hospitals (Trial). According to the Measures for the Administration of
Internet Hospitals (Trial), applying for establishing an internet hospital is required to submit an
application to the practice registration authority of its supported physical medical institution, and
submit the application form, the feasibility research report on the establishment, the address of the
supported physical medical institution, and the agreement jointly signed by the applicant and the
supported physical medical institution in relation to establishing an internet hospital through
cooperation. If a physical medical institution intends to establish an internet hospital information
platform through cooperation with a third-party institution, the relevant cooperation agreement should
be submitted. For an internet hospital sets up through cooperation, if the cooperation partner changes
or other circumstance occurs that will invalidate the cooperation agreement, reapplication for
establishing an internet hospital shall be required. The health administrative department of the State
Council and the competent departments of traditional Chinese medicine shall be responsible for the
supervision and administration of the Internet hospitals across China. The local health administrative
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departments at all levels (including the competent departments of traditional Chinese medicine) shall
be responsible for the supervision and management of Internet hospitals within their respective
jurisdictions. The competent authority for issuing our internet hospital license and implement the
Measures for the Administration of Internet Hospitals is Health Bureau of Nansha District of
Guangzhou City, and the competent authority for issuing the Measures for the Administration of
Internet Hospitals is NHC.

In terms of practicing rules on internet hospitals, the Measures for the Administration of
Internet Hospitals (Trial) provides that where a third-party institution jointly establishes an internet
hospital on the support of its physical medical institution, it shall provide the physical medical
institution with professional services such as physicians and pharmacists, and information technology
support services, and clarify the responsibilities and rights of all parties in respect of medical services,
information security, and privacy protection through agreements and contracts. In terms of
supervision and management of internet hospitals, the Measures for the Administration of Internet
Hospitals (Trial) clarifies that provincial health administrative departments and the registration
authorities for internet hospitals jointly implement supervision on internet hospitals through the
provincial internet medical service supervision platform, focusing on the supervision on internet
hospitals’ personnel, prescriptions, diagnosis and treatment behaviors, patients’ privacy protection and
information security. Internet hospitals shall adopt information security protection measures for Level
3 information system in accordance with relevant information security laws and regulations, including
completion of filings with local public security authorities. Doctors can only provide follow-up
diagnosis services through internet hospitals for patients that have been diagnosed with certain
common diseases or chronic diseases, unless the patients are in physical hospitals and the doctors in
the physical hospital invite other doctors to provide diagnosis services through internet hospital.

According to the Measures for the Administration of Internet Diagnosis and Treatment (Trial),
Internet diagnosis and treatment activities shall be provided by the medical institutions that have
obtained a “Practicing License for Medical Institution,” and the Internet-based diagnosis services
provided by a medical institution shall be consistent with its diagnosis subjects. Physicians and nurses
carrying out Internet diagnosis and treatment activities shall be able to be found in the national
electronic registration system of physicians and nurses. A medical institution shall conduct electronic
real-name verification for the medical staff members carrying out Internet diagnosis and treatment
activities.

According to the Measures for the Administration of Internet Hospital (Trial), Internet hospital
must inform the patients of the risks and obtain their consents. When a patient receives medical
treatment in a physical medical institution and the physician receiving such patient invites other
physicians to hold group consultation of physicians through the Internet hospital, the physicians
attending the group consultation may issue diagnosis opinions and a prescription; and when a patient
does not receive medical treatment in a physical medical institution, a physician may only provide
subsequent visits for a patient of some common diseases and chronic diseases through the Internet
hospital. Internet hospital may provide contract signing service for family doctors. When a patient’s
condition changes or there are other circumstances under which online diagnosis and treatment
services are inappropriate, the physician shall direct the patient to receive medical treatment in a
physical medical institution. Internet diagnosis and treatment activities shall not be carried out for any
patient receiving initial diagnosis.

141



REGULATORY OVERVIEW

On October 26, 2021, the NHC published the October 26 Draft, which aims to standardize
internet diagnosis and treatment activities and reinforce the construction of internet diagnosis and
treatment supervision system. The October 26 Draft specifies the Internet hospitals’ obligation (i) to
effectively connect with provincial Internet medical service supervision platform and conform to the
interface requirements stipulated thereto, (ii) to conduct real-name authentication of physicians for
ensuring the legal qualifications thereof, (iii) to collect former diagnosed medical records as the
prerequisites for follow-up consultation and diagnosis, and (iv) to establish a patient safety adverse
event reporting system with a specialized department for effective implementation.

REGULATIONS RELATING TO PHARMACEUTICAL OPERATION

In September 1984, the SCNPC promulgated the Drug Administration Law, which was
amended in 2001, 2013, 2015 and 2019 respectively to regulate all entities or individuals engaging
in research, manufacture, operation, use, supervision and management of drugs within the PRC.
According to the Drug Administration Law, no pharmaceutical operation, including pharmaceutical
wholesale and pharmaceutical retail business, is permitted without obtaining the Pharmaceutical
Operation License. Where the trading of drugs is conducted without a Pharmaceutical Operation
License, the illegal incomes by selling drugs shall be confiscated and the local Food and Drug
Administration (the “FDA,” now known as the Medical Products Administration, or the “MPA”") shall
impose the fine ranging from 15 to 30 times of the value of the illegally sold drugs (including sold
or unsold drugs). The Implementation Rules for the Drug Administration Law ( 3 5 % H Bt ok
%) ), was promulgated by the State Council in August 2002 and amended in 2016 and 2019, which
emphasized the detailed implementation rules of drugs administration. The China Food and Drug
Administration (the “CFDA,” now known as the National Medical Products Administration, or the
“NMPA”) promulgated the Measures for the Administration of Pharmaceutical Operation License
( CEERL ST B L) ) in February 2004 as amended in 2017, which stipulates the
procedures for applying the Pharmaceutical Operation License and the requirements and
qualifications for pharmaceutical wholesalers or pharmaceutical retailers with respect to their
management system, personnel, facilities and etc. The valid term of the Pharmaceutical Operation
License is five years and shall be renewed through application six months prior to its expiration date.

According to the Measures on Prescription Drugs and OTC Drugs Classification Management
(Trial) ( g7 4E 5L IF g Ty 43 BUE PEHFE GA1T)) ) and the Interim Provisions on the Circulation
of Prescription and OTC Drugs ( {Ji&J7 855 I & 77 85 M B ATHIE ) ), which were both
promulgated by the State Drug Administration, which was restructured and integrated into the CFDA,
in 1999 and became effective in January 2000, drugs are divided into prescription drugs and
over-the-counter drugs, or OTC drugs. For prescription drugs, the dispensing, purchase and use can
only be based on the prescription issued by the certified medical practitioner or certified medical
assistant practitioner. In addition, the prescription drugs can only be advertised and promoted in
professional medical magazines. OTC drugs, on the other hand, are further divided into Class A and
Class B and they both can be purchased and used without a prescription and promoted in public upon
approval by the relevant governmental authorities. The pharmaceutical wholesale enterprises
distributing prescription drugs and/or OTC drugs, as well as pharmaceutical retail enterprises selling
prescription drugs and/or Class A OTC drugs, are required to obtain the Pharmaceutical Operation
License.
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According to the Administrative Measures for the Supervision and Administration of
Circulation of Pharmaceuticals, promulgated by the State Food and Drug Administration (the
“SFDA”) in January 2007 and effective in May 2007, pharmaceutical manufacture and operation
enterprises and medical institutions shall be responsible for the quality of pharmaceuticals they
manufacture, provide or use. The operation of prescription drugs is highly regulated under these rules.
Prescription drugs may not be sold by pharmaceutical retail enterprises without valid prescriptions
and an enterprise in violation of such restriction will be instructed to rectify any violation, given a
disciplinary warning, and/or imposed a fine of no more than RMB1,000. In addition, a pharmaceutical
manufacture or operation enterprise shall not sell prescription drugs directly to the public by post or
over the internet, and the enterprise in violation of such restriction shall be instructed to rectify, given
a disciplinary warning, and imposed a fine of not more than two times the value of the
pharmaceuticals sold, but not more than RMB30,000. The newly revised Drug Administration Law in
2019 abolishes the restriction on online sale of prescription drugs and adopts the principle of keeping
online and offline sales consistent. However, as of the Latest Practicable Date, none of the regulations
or implementation rules regulating online drug sales has yet been promulgated and implemented,
which may further introduce and impose certain conditions and restrictions to the online sale of drugs.
Furthermore, the GSP, promulgated by the CFDA in April 2000 and amended in 2012, 2015 and 2016
respectively, the pharmaceutical operation enterprises shall take effective quality control measures
over the process of procurement, storage, transportation and sale of drugs in order to ensure their
quality.

REGULATIONS RELATING TO INTERNET PHARMACEUTICAL TRANSACTION
SERVICES

According to Interim Provisions on the Examination and Approval of Internet Drug
Transaction Services ( CELEHHHHE T 2E 5 B M EATHIED) ), promulgated by CFDA on
September 29, 2005 and effective since December 1, 2005, the enterprises engaging in the internet
pharmaceutical transaction service shall be subject to examination and acceptance, and obtain the
Qualification Certificate for Providing Internet Pharmaceutical Dealing Services. The Qualification
Certificate for Providing Internet Pharmaceutical Dealing Services shall be valid for five years. The
CFDA is in charge of examination and approval of the services provided for Internet pharmaceutical
transactions between pharmaceutical production enterprises, pharmaceutical marketing enterprises
and medical institutions, and the provincial FDA shall implement the examination and approval of the
services provided for Internet pharmaceutical transactions with third-party enterprises engaged by
pharmaceutical production enterprises, pharmaceutical wholesales enterprises on their own websites,
as well as Internet pharmaceutical transactions services to individual consumers. The Interim
Provisions on the Examination and Approval of Internet Drug Transaction Services further stipulates
that any enterprise engaging in online pharmaceutical product trading services to individual
consumers shall be established in the form of a pharmaceutical retail chain enterprise. According to
the Drug Administration Law and the Administrative Standard of Pharmaceutical Operating Quality,
the operation of pharmaceutical retail chain enterprise shall be in compliance with the acceptance
standards provided by regulations and the CFDA. After obtaining the Qualification Certificate for
Providing Internet Pharmaceutical Dealing Services issued by the competent food and drug
supervision and administration authority, the applicant shall obtain the permit for operation of
telecommunications services as required by the Internet Measures, or go through the formalities for
record-filing. According to the Decision on the Cancelation of the Third Batch of Items Subject to
Administrative Permission by Local Governments Designated by the Central Government ( BB

B A 58 = HEE gt o o B A TIBGEF R S IE P E ) ), promulgated by the State Council on
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January 12, 2017, except for the third party platform, all the examination and approval of Internet
drug trading service company implemented by FDAs of provincial level are canceled. According to
the Decision on the Cancelation of Various Items Subject to Administrative Permission ( {[B%H5 BB
FABUH — A TECFF ] FHIHA P AE ) ) by the State Council, on September 22, 2017, the CFDA shall
no longer accept applications for examination and approval of Internet drug transaction service
enterprises engaging the business as the third party platform. In November 2020, NMPA published
for public comment the Draft Measures for Online Pharmaceutical Sales, aiming to enhance the
supervision of online pharmaceutical sales and related platform services. The Draft Measures for
Online Pharmaceutical Sales provides specific and explicit rules for the online sales of prescription
drugs, which is perceived to be more conducive online prescription drug sellers including us. The
Draft Measures for Online Pharmaceutical Sales provides that, among others, online prescription drug
sellers shall (i) ensure the accuracy and reliability of the source of e-prescription, (ii) keep records of
any e-prescription for at least five years and no less than one year after the expiration date of the
prescription drugs, and (iii) disclose safety warnings including “prescription drugs should only be
purchased and used with prescriptions and guidance of licensed pharmacists” when displaying
information of prescription drugs. The Draft Measures for Online Pharmaceutical Sales also imposes
certain obligations on platform service providers for online pharmaceutical sales, including, among
others, that platform service providers should (i) enhance the scrutiny on the required licenses and
permits of online pharmaceutical merchants for online pharmaceuticals sales, (ii) establish the
examination and inspection system for drug information published on the platforms and report to
competent governmental authorities when discovering any significant issue in connection with drug
quality and safety, and (iii) promptly stop any illegal behavior upon discovery and report it to the
relevant local governmental authorities. However, the Draft Measures for Online Pharmaceutical
Sales was released for public comment only and its operative provisions and the anticipated adoption
or effective date may be subject to change with substantial uncertainty.

REGULATIONS RELATING TO ONLINE DRUG INFORMATION SERVICES

According to the Measures Regarding the Administration of Drug Information Service over
the Internet ( (HIBF4H%E 55 ERESEHHEL) ), promulgated by SFDA on July 8, 2004 and
amended on November 17, 2017, the operational Internet drug information service refers to the
activities of providing medical information (including medical devices) and other services to Internet
users through the Internet, and where any website intends to provide Internet drug information
services, it shall, prior to applying for an operation permit or record-filing from the State Council’s
department in charge of information industry or the telecom administrative authority at the provincial
level, file an application with the provincial FDA, and shall be subject to the examination and
approval thereof for obtaining the qualifications for providing Internet drug information services. The
validity term for a Qualification Certificate for Internet Drug Information Services is five years and
may be renewed at least six months prior to its expiration date upon a re-examination by the relevant
authority. Pursuant to the Measures Regarding the Administration of Drug Information Service over
the Internet, the Internet drug information services are classified into two categories, namely,
profit-making services and non-profitmaking services. Profit-making services refers to that of
providing Internet users with drug information in return for service fees whilst non-profit-making
services refers to that of providing Internet users with drug information which is shared and accessible
by the public through the Internet free of charge. Furthermore, the information relating to drugs shall
be accurate and scientific in nature, and its provision shall comply with the relevant laws and
regulations. No product information of stupefacient, psychotropic drugs, medicinal toxic drugs,
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radiopharmaceutical, detoxification drugs and pharmaceutics made by medical institutes shall be
distributed on the website. In addition, advertisements relating to drugs (including medical devices)
shall be approved by the NMPA or its competent branches, and shall specify the approval document
number.

REGULATIONS RELATING TO MEDICAL DEVICES OPERATION

The Measures on the Supervision and Administration of the Business Operations of Medical
Devices ( (EEIELMACE WEEMHE) ) (the “Measures on Medical Devices”), which was
promulgated by CFDA on July 30, 2014 and amended on November 17, 2017, applies to any business
activities of medical devices as well as the supervision and administration thereof conducted within
the territory of the PRC. Pursuant to the Measures on Medical Devices, CFDA shall be responsible
for the supervision and administration of nationwide business operations concerning medical devices.
Medical devices are divided into three classes depending on the degree of risks of medical devices.
Entities engaged in distribution of Class III medical devices shall obtain a medical device operating
license and entities engaged in distribution of Class II medical devices shall complete filings with the
competent local MPA, while entities engaged in distribution of medical devices of Class I are not
required to conduct any filing or obtain any license.

Pursuant to the Regulations on the Supervision and Administration of Medical Devices ( (%
PRI LB BN 51D ), which is lastly amended by the State Council on February 9, 2021 and has
become effective on June 1, 2021, the Medical Products Administration of the State Council shall be
responsible for the supervision of medical devices of the PRC. All relevant departments of the State
Council shall be responsible for the supervision of medical devices within their respective scope of
duties. The medical products administration departments of the local people’s governments at the
county level and above are responsible for the supervision of medical devices within their own
administrative jurisdictions. The relevant departments of the local people’s governments at the county
level and above are responsible for the supervision of medical devices within their respective scope
of duties.

In the PRC, medical devices have been classified into three categories based on the degree of
risk. Class I medical devices shall refer to those devices with low risk and whose safety and
effectiveness can be ensured through routine administration. Class II medical devices shall refer to
those devices with medium risk and whose safety and effectiveness should be strictly controlled.
Class III medical devices shall refer to those devices with high risk and whose safety and effectiveness
must be strictly controlled with special measures.

REGULATIONS RELATING TO THE PRICE OF HEALTHCARE SERVICE AND
MEDICINE

According to the Notice of Issues Related to the Implementation of Market Price Adjustment
by Non-Public Medical Institutions ( B IE 2 S B PRARHE B IR B AT 17 35 s (5 A BH T
#8%0) ) promulgated and implemented on March 25, 2014 by NDRC, the NHFPC and the Ministry
of Human Resources and Social Security (the “MHRSS”), the price of healthcare services provided
by non-public medical institutions to be set with reference to the market level. Non-public medical
institutions which are for-profit in nature may set the price list for their healthcare services at their
own discretion. Non-public medical institutions which are non-profit in nature shall set the price list
for their healthcare services according to the National Standard Price List of Healthcare Services
( (BB ERGER B H) ). For non-public medical institutions qualified to become
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designated medical institutions covered by medical insurance, they should be included as designated
service providers covered by social insurance such as basic medical insurance for employees and
urban residents, new-type rural cooperative medical insurance, work-related injury insurance and
maternity insurance in accordance with relevant procedures and adopt the same payment policy as in
public hospitals. To efficiently utilise funds, medical insurance agents should determine specific
payment methods and standards with such non-public medical institution by ways of negotiation
under the requirements of medical insurance payment system reform.

REGULATIONS RELATING TO MEDICAL INSURANCE AND MEDICAL LIABILITY
INSURANCE FOR URBAN EMPLOYEES

According to the Interim Measures for the Administration of Medical Insurance Designated
Medical Institutions and the Provision of Basic Medical Insurance for Urban Employees ( {3REEHK
A GEREAR B e BB R BT 1T HE) ), which was promulgated by the MOH, the Ministry
of Labor and Social Security and the SATCM on May 11, 1999, and the Decision of the State Council
on Canceling the First Batch of 62 Items Subject to Administrative Examination and Approval of
Local Governments Designated by the Central Government ( [BI%5 BE B~ 55 —HLBOE 6210 H Je 45
FE M B AT LS TP E ) ), which was promulgated by the State Council on October
11,2015 and the Guiding Opinions of the MHRSS on Improving the Management of Designated
Medical Institutions and Pharmacies of Basic Medical Insurance through Agreements ( { N J1 &R
FOAL B O I B B T 5 o5 LA B8 OR Bt B0 8 M Tk i BRAY T8 ) ) promulgated by
MHRSS on December 2, 2015, and became effective on the same day, the license for qualifying a
medical institution as a designated medical institution to provide medical service to urban employees
with basic medical insurance was cancelled. Agencies and the medical institutions should strictly
comply with the stipulations in the service agreement and perform the agreement seriously. The
defaulting party shall be held liable for the violations of the agreement.

According to the Interim Measures for the Management of Medical Insurance in Designated
Medical Institutions ( 55BN PR ORI 2 B B AT H#15) ), which was promulgated by
National Healthcare Security Administration on December 30, 2020 and came into effect on February
1, 2021, to be qualified as a Designated Medical Institution, the medical institutions shall have,
besides obtaining the Medical Institution Practicing License, met the following requirements: (i) at
least three months of official operation; (ii) at least one certified medical practitioner, whose first
registered practicing place is in such medical institution; (iii) the principal manager shall be in charge
of medical insurance and assisted by a full-time or part-time medical insurance manager; (iv) having
the medical insurance management system, financial system, statistical information management
system, core system of medical quality and safety that meet the requirements of managing the medical
insurance agreement; (v) having the medical security management mechanisms as well as the medical
institution information system technology and interface standards that could realize effective
connection between such medical institution and the governmental medical security information
system, which shall meet the requirements of managing the medical insurance agreement; and (vi)
complying with other conditions stipulated in other applicable laws and regulations on medical
service. Furthermore, to maintain the qualification, the Designated Medical Institution should strictly
comply with the stipulations in the medical insurance agreement and perform the duties set out in the
agreement. As the term of the medical insurance agreement is one year generally, the Designated
Medical Institution shall apply to medical insurance authority for contract extension three months
prior to expiration of the medical insurance agreement. The renewal of the medical insurance
agreement shall be subject to the consultation by and between the Designated Medical Institution and
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the medical insurance authority based on the Designated Medical Institution’s performance in
fulfilling the medical insurance agreement. Any breach of the medical insurance agreement
discovered by the medical insurance authority shall be duly dealt with in a timely manner as stipulated
in such agreement, which may result in cancellation of the qualification of Designated Medical
Institution. The administrative department of medical insurance, in accordance with applicable laws
and regulations, applies methodologies, including but not limited to field inspections, onsite checks,
information monitoring and big data analysis, to supervise the execution of the medical insurance
agreement, usage of medical insurance fund and medical service behaviors by the Designated Medical
Institution. Therefore, the Designated Medical Institution shall constantly comply with applicable
laws, regulations and standards on medical insurance.

According to the Interim Measures for the Management of Medicine within the Scope of Basic
Medical Insurance for Urban Employee, the scope of essential medicine covered by medical
insurance shall be managed through formulating the Essential Medicine Catalog for Medical
Insurance (the “Essential Medicine Catalog”). The medicine listed in the Essential Medicine Catalog
includes western medicine, Chinese traditional medicine (including ethnic drug), ready-for-use
Chinese herbs (including ethnic drug), with the western medicine and the Chinese traditional
medicine listed in the medical catalog approved for payment by the basic medical insurance funds,
and the ready-for-use Chinese herbs listed in the medical catalog disapproved for payment by the
basic medical insurance funds. In the Essential Medicine Catalog, western medicine and Chinese
traditional medicine are divided into “Class A Catalog” and “Class B Catalog.” The formulation of
“Class A Catalog” shall be unified by the State and not be subject to local adjustment. The “Class B
Catalog” formulated by the State may be subject to appropriate adjustment by various provinces,
autonomous regions and municipalities directly under the central government. The sum for the
increase and decrease of the varieties shall not exceed 15% of the total number of medicine varieties
in the “Class B Catalog” formulated by the State.

REGULATIONS RELATING TO MEDICAL PRACTITIONERS OF MEDICAL
INSTITUTIONS

Pursuant to the Law on Practising Physicians of the People’s Republic of China ( {*F#ANR
AN BB ZEBE RS ) ) promulgated by the SCNPC on June 26, 1998, became effective on May 1,
1999 and amended on August 27, 2009, medical physicians in the PRC must obtain licenses of
medical professional qualifications. Qualified physicians and assistant physicians must register with
the relevant health administrative authorities at county level or above. After registration, physicians
may practise in medical institutions of their registered location under the type of registered specialty
to provide the relevant medical, preventive or healthcare services.

Pursuant to the Administrative Measures for the Registration of Practising Physicians ( &
Al 3 i A BRI ) ) promulgated by the NHFPC on February 28, 2017 and became effective on
April 1, 2017, medical physicians must register and obtain the Physician Practising Certificate (&
ffisE 275 35) before they commence practice and, those who are not registered or have not obtained
the Physician Practising Certificate are not allowed to engage in medical, preventive and healthcare
services. The registration details of practising physicians include the place of practice, type of
registered specialty and scope of practice. The place of practice refers to the county and provincial
administrative region of the medical, preventive and healthcare institutions where the physician is
practising. For practising physician who wants to practice in multiple institutions within the same
place of practice, he/she shall determine a specific institution as the main practicing institution, apply
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for registration with the competent health authority which approved the aforesaid institution’s
operation; as to other institutions where the practitioner is to practice, the practising physician shall
apply the record filing with the health authorities competent to approve the institutions’ operation and
indicate the name of the institutions.

The Notice on Certain Opinions on Promoting and Standardizing Multi-site Practice of
Physicians from the MOH ( <[ ENEE < 1A 0 5 Al 22 B 36 0 28 T2 W48 A1) ) jointly
promulgated by 5 departments, on November 5, 2014, and became effective on the same date,
stipulates clinical physicians, dentists and Chinese medicine physicians are permitted for practising
at multiple sites. Physicians practising in multiple sites shall have intermediary or above 