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Number of Offer Shares under the Global Offering : 9,919,400 Offer Shares (subject to the Over-allotment
Option)

Number of Hong Kong Offer Shares : 992,000 Offer Shares (subject to reallocation)
Number of International Offer Shares : 8,927,400 Offer Shares (subject to reallocation and the

Over-allotment Option)

Offer Price : HKS$18.60 per Offer Share plus brokerage of 1%, SFC
transaction levy of 0.0027%, Stock Exchange trading
fee of 0.005% and AFRC transaction levy of 0.00015%
(payable in full on application in Hong Kong dollars,
subject to refund)

Nominal value : US$0.0001 per Share
Stock code : 0314
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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 “Documents Delivered to the Registrar of Companies and on
Display” in Appendix V, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and
the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price will be HK$18.60 per Offer Share. Applicants for Hong Kong Offer Shares are required to pay, on application, the offer price
of HK$18.60 for each Hong Kong Offer Share together with brokerage of 1%, SFC transaction levy of 0.0027%, Stock Exchange trading fee
0f 0.005% and AFRC transaction levy of 0.00015%.

The Overall Coordinators may, with our consent, reduce the number of Offer Shares being offered under the Global Offering and/or the
Offer Price that stated in this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong
Kong Public Offering. See “Structure of the Global Offering” and “How to apply for Hong Kong Offer Shares” for further details.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Overall
Coordinators (for themselves and on behalf of the Capital Market Intermediaries and the Hong Kong Underwriters) if certain grounds arise
prior to 8:00 a.m. on the Listing Date. See “Underwriting—Underwriting Arrangements—Hong Kong Public Offering—Hong Kong
Underwriting Agreement—Grounds for Termination” for further details.

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 Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United States and
may not be offered or sold within or to the United States, or for the account or benefit of U.S. persons (as defined in Regulation S) except in
transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. The Offer Shares are being offered and
sold outside the United States in offshore transactions in accordance with Regulation S.

ATTENTION

We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this
prospectus or printed copies of any application forms to the public in relation to the Hong Kong Public Offering.

This prospectus is available at the website of the Stock Exchange at www.hkexnews.hk and our website at www.medbankshealthtech.com. If you
require a printed copy of this prospectus, you may download and print from the website addresses above.
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public Offering. We
will not provide printed copies of the Prospectus or printed copies of any application forms to
the public in relation to the Hong Kong Public Offering.

The Prospectus is available at the website of the Stock Exchange at www.hkexnews.hk under
the “HKEXnews > New Listings > New Listing Information” section, and our website at
www.medbankshealthtech.com. If you require a printed copy of the Prospectus, you may
download and print from the website addresses above.

To apply for the Hong Kong Offer Shares, you may:

(1) apply online through the HK eIPO White Form service in the IPO App (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) or at www.hkeipo.hk; or

(2) apply through the CCASS EIPO service to electronically cause HKSCC Nominees to apply on
your behalf, including by:

(1) 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

(i) (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.

We will not provide any physical channels to accept any application for the Hong Kong Offer Shares
by the public. The contents of the electronic version of the Prospectus are identical to the printed
Prospectus as registered with the Registrar of Companies in Hong Kong pursuant to Section 342C of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or principals, as
applicable, that the Prospectus is available online at the website addresses above.

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in the Prospectus for
further details of the procedures through which you can apply for the Hong Kong Offer Shares
electronically.
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Your application through the HK eIPO White Form service or the CCASS EIPO service must be for
a minimum of 200 Hong Kong Offer Shares and in one of the numbers set out in the table. You are
required to pay the amount next to the number you select.

No. of Hong No. of Hong No. of Hong No. of Hong
Kong Offer Amount Kong Offer Amount Kong Offer Amount Kong Offer Amount
Shares payable on Shares payable on Shares payable on Shares payable on
applied for application applied for application applied for application applied for application
HKS$ HKS$ HKS$ HKS
200 3,757.50 3,000 56,362.38 40,000 751,498.41 180,000 3,381,742.82
400 7,514.98 4,000 75,149.84 50,000 939,373.01 200,000 3,757,492.02
600 11,272.48 5,000 93,937.30 60,000 1,127,247.60 250,000 4,696,865.03
800 15,029.96 6,000 112,724.76 70,000 1,315,122.20 300,000 5,636,238.03
1,000 18,787.46 7,000 131,512.23 80,000 1,502,996.81 350,000 6,575,611.04
1,200 22,544.95 8,000 150,299.68 90,000 1,690,871.41 400,000 7,514,984.04
1,400 26,302.44 9,000 169,087.14 100,000 1,878,746.01 450,000 8,454,357.05
1,600 30,059.93 10,000 187,874.60 120,000 2,254,495.21 496,000() 9,318,580.21
1,800 33,817.42 20,000 375,749.20 140,000 2,630,244.42
2,000 37,574.92 30,000 563,623.81 160,000 3,005,993.61

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

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



EXPECTED TIMETABLE®

Hong Kong Public Offering commences .....................

Latest time for completing electronic applications under the HK

elPO White Form service through one of the below ways:

(1) the TPO App, 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

(2) the designated website at www.hkeipo.hk . ............. ..

Application listsopen® ... ... ... ... ... ..

Latest time for (a) completing payment for the HK eIPO White

Form applications by effecting Internet banking transfer(s) or
PPS payment transfer(s) and (b) giving electronic application
instructions to HKSCC® .. ... ... ... ... ... ... .....

Application lists close® . ... ... .. ... ... i

Announcement of the level of indications of interest in the

International Offering, the level of applications in the Hong
Kong Public Offering and the basis of allocation of the Hong
Kong Offer Shares to be published on the website of the Stock
Exchange at www.hkexnews.hk and on the website of our
Company at www.medbankshealthtech.com® on or before® ..

Results of allocations in the Hong Kong Public Offering (with

successful applicants’ identification document numbers, where
appropriate) to be available through a variety of channels as
described in “How to Apply for Hong Kong Offer Shares—D.
Publication of Results” in this prospectus® . ................

Results of allocations in the Hong Kong Public Offering 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 from® .....................

Dispatch/collection of Share certificates or deposit of the Share

certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Hong Kong Public
Offering on or before©@®®) ... . ...

9:00 a.m. on Monday,
December 12, 2022

11:30 a.m. on Thursday,
December 15, 2022

11:45 a.m. on Thursday,
December 15, 2022

12:00 noon on Thursday,
December 15, 2022

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.

12:00 noon on Thursday,
December 15, 2022

Thursday, December 22, 2022

Thursday, December 22, 2022

Thursday, December 22, 2022

Thursday, December 22, 2022



EXPECTED TIMETABLE®

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) or wholly or
partially unsuccessful applications pursuant to the Hong Kong

Public Offering on or beforeM®® ., . .. .. ... ............. Thursday, December 22, 2022
Dealings in the Shares on the Stock Exchange expected to at 9:00 a.m. on Friday,
commeENCe®) ... December 23, 2022
Notes:
(1) All times refer to Hong Kong local time, except as 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

®)

Q)

©)

©)

@)

®)

(€)

website at www.hkeipo.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted your application
and obtained a payment reference number from the IPO App or the designated website prior to 11:30 a.m., you will be permitted to
continue the application process (by completing payment of the application monies) until 12:00 noon on the last day for submitting
applications, when the application lists close.

If there is a tropical cyclone warning signal number 8 or above or a “black” rainstorm warning and/or Extreme Conditions in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, December 15, 2022, the application lists will not open or close
on that day. See “How to Apply for Hong Kong Offer Shares—C. Effect of Bad Weather and/or Extreme Conditions on the Opening and
Closing of the Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via CCASS should refer to
“How to Apply for Hong Kong Offer Shares—A. Applications for the Hong Kong Offer Shares—6. Applying through the CCASS
EIPO Service” in this prospectus.

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

Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering has become unconditional
and the right of termination described in “Underwriting—Underwriting Arrangements—Hong Kong Public Offering—Grounds for
Termination” in this prospectus has not been exercised. Investors who trade Shares prior to the receipt of Share certificates or the Share
certificates becoming valid do so at their own risk.

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications pursuant to
the Hong Kong Public Offering. Part of the applicant’s identification document number 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 cheque. Inaccurate completion of an applicant’s
identification document number may invalidate or delay encashment of the refund cheque. Further information is set out in “How to
Apply for Hong Kong Offer Shares ” in this prospectus. Applicants who apply through the HK eIPO White Form service and paid their
applications monies through a single bank account may have refund monies (if any) despatched to their application payment bank
account, in the form of e-Auto Refund payment instructions. Applicants who apply through the HK eIPO White Form service and paid
their application monies through multiple bank accounts may have refund monies (if any) despatched to the address as specified in their
application instructions to the HK eIPO White Form Service Provider, in the form of refund cheques in favor of the applicant (or, in the
case of joint applications, the first-named applicant), by ordinary post at their own risk.

Applicants who have applied through the HK eIPO White Form service for 300,000 or more Hong Kong Offer Shares may collect any
refund cheques and/or Share certificates in person from our Company’s Hong Kong Share Registrar, Tricor Investor Services Limited, at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong from 9:00 a.m. to 1:00 p.m. on Thursday, December 22, 2022 or such
other date as notified by our Company on the website of our Company at www.medbankshealthtech.com and on the website of the Stock
Exchange at www.hkexnews.hk as the date of dispatch/collection of Share certificates/e-Auto Refund payment instructions/refund
cheques. Applicants being individuals who is eligible for personal collection may not authorize any other person to collect on their
behalf. If you are a corporate applicant which is eligible for personal collection, your authorized representative must bear a letter of
authorization from your corporation stamped with your corporation’s chop. Both individuals and authorized representatives must produce
evidence of identity acceptable to our Hong Kong Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through the CCASS EIPO service should refer to “How to Apply for Hong
Kong Offer Shares—G. Despatch/Collection of Share Certificates/e-Auto Refund Payment Instructions/Refund Checks—Personal
Collection—If you apply through the CCASS EIPO service” in this prospectus for details.

Applicants who have applied through the HK eIPO White Form service and paid their applications monies through single bank
accounts may have refund monies (if any) dispatched to the bank account in the form of e-Auto Refund payment instructions. Applicants
who have applied through the HK eIPO White Form service and paid their application monies through multiple bank accounts may
have refund monies (if any) dispatched to the address as specified in their application instructions in the form of refund cheques in favor
of the applicant (or, in the case of joint applications, the first-named applicant) by ordinary post at their own risk.

Applicants who have applied for less than 300,000 Hong Kong Offer Shares and any uncollected Share certificates and/or refund
cheques will be dispatched by ordinary post, at the applicants’ risk, to the addresses specified in the relevant applications.

Further information is set out in “How to Apply for Hong Kong Offer Shares—F. Refund of Application Monies” and “How to Apply
for Hong Kong Offer Shares—G. Despatch/Collection of Share Certificates/e-Auto Refund Payment Instructions/Refund Checks” in this
prospectus.

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 Monday, December 12, 2022 to Friday, December 23, 2022, then the day of (i) announcement of results of allocations in the
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EXPECTED TIMETABLE®

Hong Kong Public Offering; (ii) dispatch 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.

The above expected timetable is a summary only. You should refer to “Structure of the Global
Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus for details of the
structure of the Global Offering, including the conditions of the Global Offering, and the
procedures for application for the Hong Kong Offer Shares.
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and the representations made in this prospectus. We have not authorized anyone to provide you
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. It
does not contain all the information that may be important to you. You should read the entire
prospectus 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 “Risk Factors” in this prospectus. You should read that section
carefully before you decide to invest in the Offer Shares.

OVERVIEW
Our Services
Specialty Pharmacy Business

Our Specialty Pharmacy Business line consists of specialty pharmacy and value-add professional
pharmacist service, focusing on specialty medicines for the treatment of oncology and other critical
diseases. Patients can access innovative medications from us and receive pharmacist services, such as
medication guidance, AE consultation, and medication delivery. We also built up the first and only
nationwide specialty medicine management platform, providing follow-up assessment service under a
unified system, differentiating us from our peers. 76 of our specialty pharmacies are designated
pharmacies for social medical insurance, accounting for approximately 74% of all our specialty
pharmacies. In addition, 47 of our specialty pharmacies have obtained the social medical insurance
“dual-channel” qualification for major diseases (“XJii&(RE M EE ") from local health security
administrations, allowing patients to reimburse their expenses for medicines that are previously only
covered when purchased at public hospitals. Our specialty pharmacies also provide direct billing with
major insurance carriers, offering additional payment solutions to patients.

As of June 30, 2022, we operated 103 specialty pharmacies across all provincial administrative regions
in mainland China except Xizang and Qinghai. Our pharmacies specialize in prescription medicines for
cancer and other critical diseases. We provide a wide selection of specialty medicines, including
innovative drugs newly introduced to the market. For example, we offer a full line of PD-1 drugs
currently approved to commercialize in China. Our professional pharmacist services ensure patients to
have better medication adherence and treatment efficacy.

Physician Research Assistance

In our Physician Research Assistance business line, we engage in SMO business to support
pharmaceutical companies in their drug R&D process from phase I to phase IV clinical trials, and we
also offer Real-World Study (“RWS”) service with respect to innovative drugs after their market
launch. Currently, the SMO business contributes the majority of the Physician Research Assistance
revenue. Our in-depth experience and professional expertise in assisting clinical trials for oncology
drugs differentiate us from our peers. As of June 30, 2022, we had cumulatively served 289 clients
across trial sites in 87 cities. Notably, we have achieved 100% coverage of 27 provincial specialized
oncology hospitals and five national cancer treatment centers. As of June 30, 2022, we had completed
99 SMO projects, and 936 SMO projects were ongoing. We proudly serve all top ten public
pharmaceutical companies in China that engage in R&D of innovative drugs. During the Track Record
Period, we achieved a 100% client retention rate with respect to our top ten SMO clients, as measured
by revenue during the same period of time. Over 95% of our SMO clients engage in R&D of oncology
drugs and typically contract our services for three to five years.

1
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Health Insurance Services

As of June 30, 2022, our health service provider network connected over 1,200 Class III Grade A
hospitals, 55,000 doctors, and 500 physical examination institutions in over 150 major cities across
China. Our robust health service provider network, together with our Specialty Pharmacy Business,
provides our members with high quality health management services such as preventive care, GP
service, specialist referral, online hospital and overseas healthcare network. As of June 30, 2022, we
served approximately 23.9 million individual members and 876 enterprise clients.

Leveraging our data insights and actuarial capabilities, we have co-developed differentiated health
insurance plans with major insurance carriers. Hui Min Insurance serves as a supplement to the
national basic medical insurance, offering additional coverage for critical diseases, medical services,
and specialty medicines at a price affordable to the general population. In addition, Enterprise Health
Plans provide a more comprehensive and advanced protection to employers and their employees,
offering flexible quality health and disease management services.

Correlation and Interaction Among Our Three Business Lines
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We have built a self-reinforcing ecosystem around our partners and three highly synergistic business
lines. Our Specialty Pharmacy Business and Physician Research Assistance businesses enable us to
have an unparalleled understanding of innovative drugs and allow doctors in our Health Insurance
Services to stay at the forefront of treatment options. Leveraging our extensive health service provider
network and deep understanding of physicians’ particular needs in scientific research, we assist
pharmaceutical companies on site selection and participant enrollment. Referrals from our health
service provider network served by our Physician Research Assistance and Health Insurance Services
are an important source of patients to our Specialty Pharmacy Business, including our specialty
pharmacies. Our rich medication selection offers patients advanced treatment options, accompanied by
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our professional pharmacist service that drives better medication adherence and enhances treatment
paradigm efficacy. Lastly, our health insurance plans offer additional protection to members when they
face critical diseases, such as cancer, while offering growth opportunities to our commercial insurance
partners.

Our Value Propositions

Value Propositions to OQur Members and Patients

Access to Health Management: We provide preventative care services, such as physical
examination and general practice, to help our members identify any early signals for health issues
so that critical diseases are more likely to be prevented or cured at an early stage. Once a member
is diagnosed with critical diseases, we provide him access to over 55,000 doctors to receive
efficient and effective treatment, particularly for cancers. Our health service provider network
allows our members to locate the right medical professional for a precise treatment in an efficient
manner.

Access to Innovative Drugs and Pharmacist Services: Thanks to our deep collaboration with
pharmaceutical companies, we have the access to innovative drugs and can provide patients
advanced medicines for the treatment of oncology and other critical diseases. Our SMO business
provides opportunities for patients to participate in clinical trials for innovative drugs. In addition,
our professional pharmacist service provides our members access to medication guidance and
adverse event (“AE”) consultation. Meanwhile, we conduct follow-up assessment to ensure
medication compliance, enhancing the efficacy of treatment paradigm to the extent possible.

Flexible Payment Options: 76 of our specialty pharmacies are designated pharmacies for social
medical insurance, accounting for approximately 74% of all our specialty pharmacies. In addition,
47 of our specialty pharmacies have obtained the social medical insurance ‘“dual-channel”
qualification for major diseases (“KINEIREWHEEE”) from local health security
administrations, allowing patients to reimburse their expenses for medicines that are previously
only covered when purchased at public hospitals. Additionally, we offer diversified health
insurance plans to our members, from supplemental insurance products for basic medical
insurance, tailored products for specific diseases to premium products with extensive coverage.

Value Propositions to Doctors

Ease of Patient Management: We see ourselves as assistants to doctors. Our Health Insurance
Services offers members medical navigation assistance, and our Specialty Pharmacy Business
service offers patients post-hospital medication management, follow-up assessment and AE
consultation. These offerings significantly improve the efficiency and productivity of doctors in
their outpatient and inpatient practices.

Efficiency in Research: We assist physicians on various non-clinical matters to enhance the
overall efficiency and compliance of clinical trials. Meanwhile, we help physicians participate in
clinical trials of innovative drugs to stay at the forefront of medical research.

Value Propositions to Pharmaceutical Companies

Acceleration of Drug Development and Commercialization: Leveraging our medical expertise and
data insights in oncology and other critical diseases, our SMO service assists pharmaceutical
companies in clinical trial site selection and participant enrollment, effectively expediting their
drug development and commercialization.
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®  Market Access: Serving patients in treatment at leading hospitals, especially oncology hospitals,
our nationwide specialty pharmacy network assists pharmaceutical companies to launch new
products and reach the market efficiently.

®  Patient Management: Through our nationwide specialty pharmacy network and health service
provider network, pharmaceutical companies are able to deliver effective patient management
service, particularly AE consultation required for specialty medicines.

Value Propositions to Insurance Carriers

®  Tuilored Product Co-development: Leveraging our proprietary data insights, we co-developed
products with insurance carriers to better meet consumers’ unique needs. For example, we have
launched Hui Min Insurance (B f%) in one province and 16 major cities in China, each of which
plans were designed according to the local demographics.

®  FEfficient Cost Management: Our Health Insurance Services offers pre-hospital navigation and
post-hospital support to our members. The service helps our members select the appropriate
hospital, specialist and medication while saving their out-of-pocket spending and the insurance
carriers’ claim spending on medical cost.

Our Achievements

We connect and deliver clear values to patients, doctors, medical institutions, pharmaceutical
companies and payers across China’s healthcare system through our technology platform and data-
enabled operational capabilities. We currently run three business lines, including Specialty Pharmacy
Business, Physician Research Assistance, and Health Insurance Services. Our Specialty Pharmacy
Business operates the largest privately owned specialty pharmacy, and our Physician Research
Assistance runs the largest oncology site management organization (“SMO”), both measured by 2021
revenue. As of June 30, 2022, our Health Insurance Services served approximately 23.9 million
members enrolled in our health insurance plans through our health service provider network
connecting hospitals, general practitioners (“GPs”) and specialists in over 150 major cities across
China.



SUMMARY

Since founding our Company in 2014, we have been growing with China’s healthcare reform. We
partner with pharmaceutical innovators, doctors and hospitals, and insurance carriers, empowering
them to provide better healthcare and more comprehensive financial support to Chinese people.

Partnership with
Pharmaceutical
Innovators

NO.1 SMO in oncology,

assisting 1 y 000"‘

clinical trials

2 80"‘ Pharmaceutical and

0 ® 0 Biotech Clients
“w“ cover all TOp 10 public

pharmaceutical companies in
China

Co&% 1 000/0 retention rate for

r Top 10 SMO clients
@ (measured by revenue)

Partnership with
Physician Network

1 000/0 coverage of

27 provincial specialized

°° e'
@ oncology hospitals and
L

5 national cancer treatment
centers

o 55,000"‘ doctors
Eﬁ@ Across 1,200+

Class Ill Grade A Hospitals

nationwide

Specialty Pharmacies and
Pharmacist Service

in 29 provinces

AlAwa Health Management
Members

A Collaboration with
| 59 Insurance Carriers

@ 100
0'27 innovative therapies

in formulary

Partnership with
Insurance Carriers

Note: All statistics as of June 30, 2022

Our Market Opportunity

The healthcare industry is an important part of China’s national economy. China’s healthcare
expenditure is massive and growing steadily, from RMB4,097.5 billion in 2015 to RMB8,054.0 billion
in 2021, at a CAGR of 12.7%, and it is expected to further reach RMB17,734.4 billion in 2030,
growing at a CAGR of 9.2% from 2021 to 2030, according to the CIC Report. Aging population,
increasing prevalence of critical disease and changing healthcare payment landscape are the key
growth drivers that propel the continuing development of China’s healthcare industry.

However, the following challenges impact the development of the China’s healthcare industry:
(i) inefficient use of healthcare resource; (ii) unmet demand for innovative medical products and
services; and (iii) underdeveloped commercial health payers. As such, specialty pharmacy, SMO, and
commercial health insurance plan have emerged to address these complex challenges, which all create
great growth opportunities.

Specialty Pharmacy Business coordinates the prescription flow and economic flow of medication
among insurance carriers, pharmaceutical companies, medical institutions, and pharmacies to
efficiently manage the spending on prescription medication, for both patients and payers. Specialty
pharmacy is the main category of Specialty Pharmacy Business services in China. A specialty
pharmacy is a provider of specialty medicines and pharmacist service to better manage patients taking
specialty medicines, and to better procure, store and dispense specialty medicines. In 2021, specialty
medicines accounted for approximately 15% of the entire drug market (excluding traditional Chinese
medicine) in terms of sales revenue. According to the CIC Report, China’s specialty medicine market
experienced a steady growth in the past years, increasing from RMB147.0 billion in 2015 to
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RMB304.8 billion in 2021, at a CAGR of 12.9%. Notably, oncology specialty medicines represent the
largest specialty medicine market in China in 2021, accounting for 63.5% of the total market size. It is
expected that the specialty medicine market in China will further reach RMB1,286.5 billion in 2030, at
a CAGR of 17.4% from 2021 to 2030. Specialty medicines are sold through both in-hospital
pharmacies and specialty pharmacies outside hospitals. The market size of China’s specialty pharmacy
industry increased from RMB24.5 billion in 2015 to RMB82.0 billion in 2021 at a CAGR of 22.3%,
and is expected to reach RMB611.2 billion in 2030 at a CAGR of 25.0%. China’s specialty pharmacy
industry is in an early stage with a relatively low market concentration. Various small and medium-
sized specialty pharmacies compete with large state-owned pharmacy companies, which all operate
massive nationwide networks of pharmacy storefronts and sell specialty medicines in some of their
storefronts. We face competition with these large state-owned pharmacy companies. We are the largest
privately owned specialty pharmacy in China, as measured by specialty medicine revenue in 2021. Our
market share in the overall specialty pharmacy market and the privately owned specialty pharmacy
market in China was approximately 3.5% and 7.0% in 2021. We also have the largest number of
specialty pharmacies with “dual-channel” qualification among all privately owned specialty pharmacy
operators in 2021. Among all privately owned specialty pharmacy operators, the second largest player
recorded a revenue 69% of ours, and the third largest player about 28% of ours in 2021, according to
CIC.

An SMO is an organization that provides specialized service to clinical trials, which reduces the
investigator’s non-clinical workload and improves the overall efficiency and compliance of clinical
trials. According to the CIC Report, the market size of SMO service in China increased from
RMBI.1 billion in 2015 to RMB6.9 billion in 2021 at a CAGR of 35.3%, and is expected to further
reach RMB35.0 billion in 2030 at a CAGR of 19.8% from 2021 to 2030. Increasing investment in drug
R&D and stricter compliance requirements for clinical trials are likely to support the growth of the
SMO market in China. Notably, the oncology SMO market is expected to account for approximately
63.7% to 67.8% of the overall SMO market size from 2021 to 2030. The SMO market in China
presents a low concentration of participants. As of December 2021, there were 34 SMOs registered in
China CRC Home, a nonprofit organization that organizes academic and social activities related to
SMO and CRC. There are also many other small-sized regional SMOs that were not registered in
China CRC Home, and the total number of SMOs in China in 2021 was estimated to have exceeded
100, according to the industry experts. We compete with other leading SMO companies in the market.
We rank fourth in the general SMO market and first in oncology SMO market in China, as measured in
revenue in 2021. Our market share in the overall SMO market and the overall oncology SMO market
in China was approximately 3.6% and 5.5% in 2021, respectively. In addition, as of December 31,
2021, we had participated in approximately 50% of clinical trials on oncology drugs started from 2017
in China.

China’s multi-tiered health insurance system is constructed on the basis of national basic medical
insurance, and supplemented by commercial health insurance, medical relief systems and charity
medical donations. As of December 31, 2021, China’s national basic medical insurance enrolled over
1.3 billion people, accounting for 96.8% of the total population. In 2021, China’s national basic
medical insurance expenditure reached RMB2,401.1 billion, and the individual medical expense
reached RMB2,205.5 billion, accounting for 42.8% and 39.3% of the total medical expense,
respectively. Contrary to the extensive coverage of the national basic medical insurance, commercial
health insurance claim spending accounted for only 7.3% of the total medical expense in China in
2021. In the future, the national basic medical insurance will continue to provide a fundamental
coverage for the broadest population, while the commercial health insurance is expected to function as
an increasingly important payment solution for medical expenditure especially on critical diseases,
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indicating an urgent need for establishing a multi-tiered health insurance system to serve different
groups of people. The market size of commercial health insurance in China increased from
RMB241.0 billion in 2015 to RMB880.4 billion in 2021, and is expected to further reach
RMB3,873.1 billion in 2030, in terms of premium. Currently, leading Chinese health and life insurance
companies are the major players in the commercial health insurance market. In 2021, our market share
in terms of premium size in the overall health insurance market in China is estimated to be 0.1%. For
Hui Min Insurance, we have enrolled a total of 14.2 million individual members as of December 31,
2021, accounting for approximately 10% of the total number of individual members enrolled in Hui
Min Insurance nationwide. However, according to the CIC report, industry participants are still
integrating healthcare management services with innovative payment solutions, and a mature market
with large platforms providing customers with both healthcare services and payment solutions is yet to
be built. We compete with other professional third-party health management platforms that have strong
technology capabilities.

Our Competitive Advantages

Our three business lines, Specialty Pharmacy Business, Physician Research Assistance and Health
Insurance Services, are highly synergistic. Our Specialty Pharmacy Business and Physician Research
Assistance businesses enable us to have an unparalleled understanding of innovative drugs and allow
doctors in our Health Insurance Services to stay at the forefront of treatment options. Leveraging our
extensive health service provider network and deep understanding of physicians’ particular needs in
scientific research, we assist pharmaceutical companies on site selection and participant enrollment.
Referrals from our health service provider network served by our Physician Research Assistance and
Health Insurance Services are an important source of patients for our specialty pharmacies in Specialty
Pharmacy Business line. Our rich medication selection offers patients advanced treatment options,
accompanied by our professional pharmacist service that drives better medication adherence and
enhances treatment paradigm efficacy. Lastly, our health insurance plans offer additional protection to
members when they face critical diseases, such as cancer, while offering growth opportunities to our
commercial insurance partners.

Moreover, each of our three business lines has its competitive advantages, leveraging which we believe
we will further expand our business in the future.

Specialty Pharmacy Business. For our specialty pharmacy business, we compete with leading
pharmacy service providers and differentiate from them mainly in terms of product offering and
pharmacist service, which lead to our unique business model that we believe has strong competitive
advantages. Specifically, our product offering focuses on specialty medicines, including 320 innovative
oncology drugs and 231 innovative drugs for the treatment of other critical diseases, as of the Latest
Practicable Date. Comparatively, one of our competitors, Company 1D (as disclosed in the “Industry
Overview” section), which is a nationwide offline + online specialty pharmacy, offers 150 to 200
innovative drugs, among which 60 to 80 are innovative oncology drugs, according to CIC. As cancer is
increasingly prevalent in China, the demand for innovative oncology drugs will continue to rise, and
our product offering is well positioned to capture the market growth trend. Secondly, our pharmacist
service differs from that offered by our peers, as we see follow-up assessment as a key component of
our professional services for patients taking specialty medicines. Our pharmacists conduct routine
follow-up assessments for patients, which help us to attract and retain customers. Comparatively,
Company 1D does not provide routine follow-up assessments for patients taking specialty medicines,
according to CIC. From similar perspectives, our specialty pharmacy business model also differs
significantly from that of O20 pharmacy platforms, which to a large extent focuses on OTC and
prescription medicines targeting common diseases, and healthcare products, and emphasizes their
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competitiveness on convenience in placing orders, densely distributed offline pharmacy network and
short delivery time. According to CIC, one of the leading O20 pharmacy platforms in China, a
Beijing-based digital medical company founded in 2014 that provides fast medicine delivery, online
pharmacy services and online medical consultation services and has been listed on the Hong Kong
Stock Exchange, currently offers less than 50 specialty medicines, among which less than 10 are
innovative oncology drugs. In addition, pharmacist service provided by the aforementioned 020
pharmacy platform focuses on general medical and health consultation, and prescription renewal for
patients taking prescription medicines, which significantly differs from our pharmacist service
targeting specialty medicines. Moreover, with respect to its limited product offering of specialty
medicines, the aforementioned O20 pharmacy platform does not provide routine follow-up
assessments for patients taking specialty medicines either.

Physician Research Assistance Business. For our SMO business, we ranked first in oncology SMO
market in China, as measured by revenue in 2021, with a market share of approximately 5.5%.
According to CIC, in 2021, oncology drugs accounted for over 60% of the specialty medicine market
in China, and newly registered clinical trials for oncology drugs accounted for over 40% of all newly
registered clinical trials for innovative drugs. Clinical trials for oncology drugs are generally more
complicated, because the trial design is more complex, the trial cycle is longer, the participants’ course
of disease is complicated, more inspection means are used, various adverse events (AEs) are involved,
and participants may have other diseases such as high blood pressure and diabetes, therefore medicines
targeting such other diseases shall be taken at the same time with the oncology drugs. In this regard,
our experience and expertise in oncology SMO service will continue to benefit us in our involvement
in more clinical trials for oncology drugs, which will have tremendous market opportunities in the near
future. In addition, as we mostly compete with the SMO arm of CRO companies including ClinPlus,
Company 1A, Company 1B and Company 1C as disclosed in the “Industry Overview” section, our
focus on serving physicians avoids potential conflict of interests, which exists for CRO companies that
also offer SMO service since their CRAs, whose roles are mainly to monitor and investigate
physicians’ activities in clinical trials, and their CRCs, whose roles are to assist physicians in clinical
trials, are the employees of the same employer. As we only provide SMO service, we face no such
conflict of interests.

Health Insurance Services Business. For our health insurance service business, we have strong
capabilities to co-design and co-develop specialized health insurance plans, leveraging our actuarial
capabilities as well as our data insight generated from our Specialty Pharmacy Business and Physician
Research Assistance business lines. Our nationwide footprint of specialty pharmacy stores and
professional pharmacist follow-up services targeting patients taking innovative drugs, and our expertise
and experience in assisting physicians in nationwide multi-site clinical trials on innovative drugs
particularly oncology drugs, allow us to build up our data insight with respect to the local
demographics and patient demand, which empower us to tailor the terms and coverages of our health
insurance plans, including Hui Min Insurance and Enterprise Health Plans, to better meet consumers’
unique needs for insurance protection and health management services. As a result, our health
insurance member base grew quickly since the inception of our Health Insurance Services business,
which contributed to the significant increase of the premium we collected on behalf of insurance
carriers. Consequentially, we are able to attract more market-leading insurance carriers and turn them
into our customers. Moreover, unlike conventional insurance brokerage companies such as Fanhua
(FANH. Nasdaq) and Huize (HUIZ. Nasdaq), we have established a comprehensive health service
provider network connecting our members to medical institutions, specialists, GPs and health
examination institutions, differentiating us from our competitors that only provide insurance brokerage
services.
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Our Results

Our total revenues increased by 159.8% from RMB1,039.0 million in 2019 to RMB2,699.6 million in
2020, and further increased by 28.7% to RMB3,473.9 million in 2021. For the six months ended
June 30, 2022, we generated revenue of RMB1,887.7 million, representing increase of 21.8% from
RMB1,550.0 million for the six months ended June 30, 2021. In 2019, 2020, 2021 and the six months
ended June 30, 2022, we had loss for the year/period before tax of RMB596.0 million,
RMB1,040.9 million, RMB3,747.7 million and RMB344.4 million, respectively. Excluding the impact
of (i) fair value changes of convertible redeemable preferred shares, (ii) share-based payment
compensation, (iii) listing expenses, and (iv) transaction cost for the issue of convertible redeemable
preferred shares, our adjusted loss (non-IFRS measure) was RMB254.2 million, RMB258.6 million,
RMB365.1 million and RMB143.1 million for 2019, 2020 and 2021 and the six months ended June 30,
2022, respectively. The following table sets forth the revenue and gross margin of our three revenue
streams for the years/periods indicated:

Year Ended December 31, Six Months Ended June 30,
2019 2020 2021 2021 2022
Revenue Gross Revenue Gross Revenue Gross Revenue Gross Revenue Gross
margin margin margin margin margin
(unaudited)
(RMB in thousands)
Specialty
Pharmacy
Business 863,600  5.6% 2,482,006  5.5% 3,136,484  5.9% 1,407,134  6.0% 1,646,388 5.4%
Physician
Research
Assistance 173,195 19.1% 185,652 21.2% 244,857 18.3% 102,133 13.4% 149,154 17.7%
Health
Insurance
Services 2,216 39.5% 31,989  36.5% 92,589 57.4% 40,777 49.4% 92,110 67.0%
Total .... 1,039,011 7.9% 2,699,647 6.9% 3,473,930 8.2% 1,550,044  7.6% 1,887,652 9.4%

Our gross margin in Health Insurance Services business decreased from 2019 to 2020 primarily
reflected a significant change in the business mix of our Health Insurance Services as we launched Hui
Min Insurance, our first insurance plan, in December 2019. Revenue and cost of Health Insurance
Services thereafter mainly consisted of commission income and associated costs in selling insurance
products underwritten by partner insurance carriers. Prior to that, the Health Insurance Services
business line only included small amounts of revenue and costs from providing health management or
claim management services to insurance carriers. Our gross margin in Health Insurance Services
business then further increased in 2021 and the six months ended June 30, 2022, primarily because our
revenue generated from commission income in selling insurance plans increased while the marginal
cost reduced.
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Our Specialty Pharmacy Business

The number of our specialty pharmacy stores grew from 70 as of December 31, 2019, to 76 as of
December 31, 2020, to 91 as of December 31, 2021, and further to 103 as of June 30, 2022. The
increase in the number of our specialty pharmacies during the Track Record Period was mainly
attributable to the organic growth of our pharmacy network, through which we rapidly developed a
deep understanding of the specialty pharmacy business. The following table sets forth the movement of
the number of our specialty pharmacies for the periods indicated.

For the
six months

For the year ended December 31, ende::io

une 30,
Number of specialty pharmacies, 2019 2020 2021 2022
As of the beginning of the periods indicated . .. ................... 31 70 76 91
Builtbyourselves ............ . 30 7 10 9
Acquired from third parties . ............ ... ... i 9 2 8 3
Closed ...t — 3 3 0
As of the end of the periods indicated ......................... 70 76 91 103

Our network expansion demonstrated our efforts to improve our capabilities to serve a larger
population of patients and to tap new pharmaceutical business growth opportunities. The following
table sets forth the number of our specialty pharmacies in different regions in China for the periods
indicated.

For the
For the year ended s1xe;111(i):dths
December 31, June 30,

2019 2020 2021 2022

Number of specialty pharmacies as of the end of the periods indicated

Eastern China .. ... ... ... . 16 22 28 28
Southern China . . ... ... 16 18 21 25
Western China . . ... ... 15 14 16 18
Northern China . . ... ... 2 2 % 2
Total . ... E 7_6 2 E

We consider average sales per pharmacy store a meaningful number to measure efficiency and
expanding coverage within a city. The following table sets forth our sales per store data for the periods
indicated.

For the six

months

For the year ended December 31, Jfl?,‘:efo

2019 2020 2021 20220

Average monthly sales per pharmacy store’ (RMB)

Eastern China ........... .. i, 1,144,020 2,715,354 2,640,431 2,466,353
Southern China . ........... .. . i 1,188,930 2,212,408 2,897,286 2,395,170
Western China . ..., 1,331,773 2,267,231 2,784,355 2,804,184
Northern China ........ .. .. .. .. .. 1,518,041 3,216,843 3,253,301 2,787,629
AVEIage . ... ... 1,282,353 2,660,758 2,900,420 2,606,396

Note:

(1) Calculated by dividing the total revenue generated by our pharmacy stores for the period by the total number of months during which our
pharmacy stores recorded revenue for the period.

(2) Our average monthly sales per store in the six months ended June 30, 2022 was lower than that in 2020 and 2021, because specialty
medicine retail business is generally at its lowest point in January to February when there is the Chinese Spring Festival.
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Development Stages of Our Specialty Pharmacies

We opened our first specialty pharmacy store in August 2017, and expanded our nationwide footprint
steadily through organic growth and strategic acquisition. For all of our pharmacy stores that were in
operation as of June 30, 2022, each of them was profit making in terms of its respective gross profit
during the Track Record Period. The following table sets forth the financial performance of our
specialty pharmacies, grouped by years of opening, that are either built by ourselves or acquired from
third parties that constituted asset acquisition, during the year ended December 31, 2021, which are
important metrics that our management tracks in evaluating our performance in initiating and running
specialty pharmacy business by ourselves. We exclude in the following table the specialty pharmacies
we acquired from third parties that constituted business combination, since the financial metrics of
such specialty pharmacies would lead to inaccuracy when we evaluate our performance in growing a
pharmacy’s business from zero. For acquired stores that constituted asset acquisition or business
combination, see “Financial Information—Significant Accounting Policies, Judgments and
Estimates—Acquisition of Subsidiaries That are not a Business” and “Financial Information—
Significant Accounting Policies, Judgments and Estimates—Business Combination” for more details.
As shown in the table below, for illustrative purpose, stores opened in 2018 have an operating period
of three full fiscal years as of December 31, 2021, and their average revenue and average gross profit
in 2021 was RMB51.9 million and RMB2.8 million, respectively; stores opened in 2020 have an
operating period of one full fiscal year as of December 31, 2021, and their average revenue and
average gross profit in 2021 was RMB28.1 million and RMBI1.5 million, respectively. Our pharmacy
stores had been ramping up during the Track Record Period.

Average Gross

Average Revenue Average Gross Profit Profit Margin

Number in 2021 in 2021 in 2021 CAGR of

Year of Opening of Stores (RMB’000) (RMB’000) (%) Revenue®
2017 ... .. 1 40,629 2,182 5.4% 32.0%@
2018 ......... 28 51,881 2,797 5.4% 61.2%3)
2019 ......... 26 24,095 1,292 5.4% 27.2%
2020 ......... 9 28,085 1,478 5.3% N/A
2021 ......... 18 3,723 193 5.2% N/A

Notes:

(1) Calculated for the period from the year immediately following the year of opening to 2021, such that the annualized revenue growth is
calculated based on full years of business operation.

(2) Calculated based on the average revenue in 2018 in the amount of RMB17,667,512.

(3) Calculated based on the average revenue in 2019 in the amount of RMB19,959,485.

(4) Calculated based on the average revenue in 2020 in the amount of RMB18,947,802.

Our Lease Liabilities

The maturity profile of our lease liabilities is based on the contractual undiscounted payments as
follows:

As of December 31, 2019

within 1to5S More than
1 year years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities . ............. i 27,006 45,725 908 73,639
Number of corresponding lease agreements . .................... 17 101 4 122
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As of December 31, 2020

within 1to5S More than
1 year years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities . ............ it 28,647 37,873 311 66,831
Number of corresponding lease agreements ..................... 60 93 3 156

As of December 31, 2021

within 1to5S More than
1 year years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities . ........... .. i 38,693 55,589 981 93,263
Number of corresponding lease agreements ..................... 40 136 7 183

As of June 30, 2022

within 1to5S More than
1 year years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities . ............. i 36,149 49,749 1,370 87,268
Number of corresponding lease agreements ..................... 54 102 5 161
OUR STRENGTHS

We believe that the following competitive strengths contribute to our success and differentiate us from
our competitors.

® Integrated Health Management Network to Transform Healthcare Industry in China

®  Symbiotic Self-reinforcing Ecosystem with Strong Synergies

®  Enabler to Industry Participants, Creating a Competitive Advantage Hard to Emulate

® | eading the Digital Transformation with Proprietary Data and Technology

® Diverse Monetization Strategy Fueling Continued Growth

®  Experienced Management Team with Unparalleled Industry Insight and Business Acumen
OUR STRATEGIES

We strive to transform China’s healthcare industry by empowering doctors, pharmaceutical companies
and insurance carriers through technology and data. To achieve our goal, we intend to pursue the
following strategies:

Continue to Grow Our Symbiotic Ecosystem
Further Strengthen Our Capability to Serve Doctors
Strengthen Our Technology Infrastructure and Data Insights

Grow Specialty Pharmacy Business Service with Investment in Geographic Expansion, and Talent
Recruitment and Retention

Expand Geographically and Increase Service Offerings in Physician Research Assistance
Business

Expand Health Insurance Services by Growing Health Service Provider Network and Offering
Innovative Insurance Products Adaptive to Market Changes

Enhance Our Monetization Capability
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RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, which are set out in
“Risk Factors” in this prospectus. You should read the section in entirety carefully. Some of the major
risks we face relate to:

We may not be able to manage the growth of our business and operations or implement our
business strategies successfully.

We have historically incurred net losses and may not be able to achieve or maintain profitability
sustainably.

We may fail to properly manage, create values or maintain a symbiotic ecosystem for various
participants in the healthcare industry, including patients, doctors, medical institutions,
pharmaceutical companies and payers.

Pharmaceutical companies may reduce their spending on pharmaceutical R&D services and
adversely affect our Physician Research Assistance business.

Some pharmaceutical products offered by us are subject to and will continue to be subject to
centralized procurement policies in China.

Our business generates and processes a large amount of data, and improper use or disclosure of
such data could harm our reputation, business and prospects.

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

Any lack of requisite approvals, licenses or permits applicable to our business, or any
non-compliance with relevant laws and regulations, may have a material and adverse effect on our
performance.

We may fail to adopt new technologies or adapt our products or services to changing customers’
requirements or emerging industry standards, and our efforts to invest in the development of new
technologies may be unsuccessful or ineffective.

There has been no prior public market for our Shares prior to the Global Offering, and there can
be no assurance that an active market would develop, and the price and trading volume of our
Shares may be volatile.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary data from our consolidated financial information for the Track
Record Period, extracted from the Accountants’ Report set out in Appendix I to this prospectus. The
summary consolidated financial data set forth below should be read together with, and it qualified in its
entirety by reference to, the consolidated financial statements in this prospectus, including the related
notes. Our consolidated financial information was prepared in accordance with IFRS.

Selected Consolidated Statements of Profit or Loss

The following table sets forth the components of our consolidated statements of profit or loss for the
years/periods indicated:

Year Ended December 31, Six Months Ended June 30,
2019 2020 2021 2021 2022
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)
Revenue ............... 1,039,011 100.0 2,699,647 100.0 3,473,930 100.0 1,550,044 100.0 1,887,652 100.0
Gross profit ............ 81,804 7.9 186,860 6.9 283,449 8.2 118,482 7.6 176,944 9.4
Loss before fair value
losses on convertible
redeemable preferred
shares ............... (275,928) (26.5) (383,506) (14.2) (699,250) (20.1) (348,741) (22.5) (259,340) (13.7)
Loss beforetax ......... (596,020) (57.3) (1,040,850) (38.5) (3,747,678) (107.9) (2,516,810) (162.4) (344,441) (18.2)
Loss for the
year/period . .......... (596,071) (57.3) (1,042,029) (38.5) (3,748,503) (107.9) (2,516,772) (162.4) (345,987) (18.3)
Attributable to:
Owners of the parent . . . . .. (594,595) (57.2) (1,042,781) (38.5) (3,740,455) (107.7) (2,510,065) (161.9) (346,327) (18.3)
Non-controlling interests . . (1,476) (0.1) 752 0.0 (8,048) (0.2) (6,707)  (0.4) 340 0.0

(596,071) (57.3) (1,042,029) (38.5) (3,748,503) (107.9) (2,516,772) (162.4) (345,987) (18.3)

Non-IFRS Measures

To supplement our consolidated financial statements, which are presented in accordance with IFRSs,
we also use adjusted loss (non-IFRS measure) as an additional financial measure, which is not required
by, or presented in accordance with, IFRSs. We believe adjusted loss (non-IFRS measure) facilitates
comparisons of company to company by eliminating potential impacts of items.

We believe adjusted loss (non-IFRS measure) provides useful information to investors and others in
understanding and evaluating our combined results of operations in the same manner as they help our
management. However, our presentation of adjusted loss (non-IFRS measure) may not be comparable
to similarly titled measures presented by other companies. The use of adjusted loss (non-IFRS
measure) has limitations as an analytical tool, and you should not consider it in isolation from, or as a
substitute for an analysis of, our results of operations or financial condition as reported under IFRSs.

We define adjusted loss (non-IFRS measure) as profit/(loss) for the year/period, excluding (i) fair value
changes of convertible redeemable preferred shares, (ii) share-based payment compensation,
(i11) listing expenses, and (iv) transaction cost for the issue of convertible redeemable preferred shares.
The convertible preferred shares will automatically convert into ordinary shares upon the completion
of the Global Offering, and no further loss or gain on fair value changes is expected to be recognized
afterwards.
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The following table reconciles our adjusted loss (non-IFRS measure) for the years/periods presented to
the most directly comparable financial measure calculated and presented in accordance with IFRSs,
which is loss for the years/periods indicated:

Year Ended December 31, Six Months Ended June 30,
2019 2020 2021 2021 2022
(unaudited)
(RMB in thousands)

Reconciliation of loss to adjusted loss (non-IFRS

measure):
Loss for the year/period . ............ ... .. ... ... ..... (596,071) (1,042,029) (3,748,503)  (2,516,772)  (345,987)
Add:
Fair value loss on convertible redeemable preferred

shares® .. ... 320,092 657,344 3,048,428 2,168,069 85,101
Share-based payment compensation® . .................. 21,738 113,995 298,682 143,967 105,662
Listing expense© .. ..... ... — — 28,783 8,761 12,114
Transaction cost for the issue of convertible redeemable

preferred shares@ . ... ... ... .. .. L — 12,127 7,526 3,661 —

Adjusted loss (non-IFRS measure) for the year/period ... (254,241) (258,563) (365,084) (192,314)  (143,110)

Notes:

(a) Fair value changes of convertible redeemable preferred shares represent the gains or losses arising from change in fair value of our issued
Series A, Series A-1, Series B, Series C, Series D, Series E and Series F convertible redeemable preferred shares, which was recognized
as a financial liability at fair value through profit or loss. Such changes are non-cash in nature. The convertible preferred shares will
automatically convert into ordinary shares upon the completion of the Global Offering, and no further loss or gain on fair value changes
is expected to be recognized afterwards.

(b) Share-based compensation expenses relate to the share awards we offered to our employees and directors under 2017 Share Option
Plans, which are primarily non-cash in nature and does not result in cash outflow.

(c) Listing expenses are expenses in relation to the Listing and the Global Offering.

(d) Transaction cost for the issue of convertible redeemable preferred shares are expenses in relation to the share issuance.

We had net losses of RMB596.1 million, RMB1,042.0 million and RMB3,748.5 million in 2019, 2020
and 2021, respectively, the continuous increase in which were mainly attributable to the following
factors: (i) our fair value losses on convertible redeemable preferred shares increased from
RMB320.1 million in 2019 to RMB657.3 million in 2020 and further to RMB3,048.4 million in 2021
as a result of the increase in our valuation; (ii) we had increasing investment in business expansion and
growth in the ramp-up stage of our business lines; and (iii) we incurred the share based compensation
of RMB21.7 million, RMB114.0 million and RMB298.7 million, respectively, during the Track
Record Period to award our employees and Directors under the 2017 Share Option Plans. Our net
losses decreased from RMB2,516.8 million for the six months ended June 30, 2021 to
RMB346.0 million for the six months ended June 30, 2022, mainly attributable to the decrease in our
fair value losses on convertible redeemable preferred shares from RMB2,168.1 million for the six
months ended June 30, 2021 to RMBS85.1 million for the six months ended June 30, 2022 reflecting our
stable valuation status since 2022.
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Selected Consolidated Statements of Financial Position

As of December 31, As of June 30,

2019 2020 2021 2022
(RMB in thousands)

Total non-current assets . ............c.ciiiinnn... 192,453 186,442 404,576 383,783
Total current assets . . ...t 958,653 2,292,156 2,488,243 2,521,368
Totalassets .................. ... iiiiiininion.. 1,151,106 2,478,598 2,892,819 2,905,151
Total non-current liabilities ......................... 1,820,624 3,657,000 7,492,929 7,963,513
Total current liabilities .. .......... ... ... . ... ....... 337,419 613,245 830,800 1,004,577
Netcurrentassets ....................cviinuno... 621,234 1,678,911 1,657,443 1,516,791
Total liabilities .................................. 2,158,043 4,270,245 8,323,729 8,968,090
Net Liabilities .......... ... ... ... ............... (1,006,937) (1,791,647) (5,430,910) (6,062,939)
Equity attributable to owners of the parent:
Sharecapital .. .......... ... 61 61 138 138
ReESEerves ... oo (1,010,651) (1,796,713) (5,429,362) (6,062,221)

(1,010,590) (1,796,652) (5,429,224) (6,062,083)
Non-controlling interests ........................... 3,653 5,005 (1,686) (856)
Total deficit .. .............. .. .. ... ... ... ....... (1,006,937) (1,791,647) (5,430,910) (6,062,939)

We have incurred net loss historically and as of June 30, 2022 we had net liabilities of
RMB6,062.9 million, primarily due to the issuance of the convertible redeemable preferred shares. In
2019, 2020, 2021 and the six months ended June 30, 2022, we recorded fair value loss on convertible
redeemable preferred shares of RMB320.1 million, RMB657.3 million, and RMB3,048.4 million and
RMBS85.1 million, respectively.

Our net current assets substantially increased to RMB1,678.9 million as of December 31, 2020 from
RMB621.2 million as of December 31, 2019, mainly attributable to a RMB1,428.9 million increase in
our cash and cash equivalents, representing a trend of continuous growth primarily due to our financing
activities, especially from our series E financing.

Our convertible redeemable preferred shares will be re-designated and reclassified from liabilities to
equity as a result of the conversion into ordinary shares upon the Listing. As of June 30, 2022, our
convertible redeemable preferred shares amounted to RMB7,914.4 million and our net liabilities
amounted to RMB6,062.9 million. We will turn around to net assets position after the Listing. Changes
in fair value of convertible redeemable preferred shares had affected our results of operation under
IFRS significantly during the Track Record Period and may continue to have adverse effect on our
financial results when our valuation continues to increase until conversion into ordinary shares, after
which we do not expect to recognize any further loss or gain on fair value changes from convertible
redeemable preferred shares.

For detailed discussion of balance sheet items, see “Financial Information—Discussion of Selected
Assets and Liabilities Items”.
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Selected Consolidated Statements of Cash Flow

The following table sets forth our cash flows for the years/periods indicated:

Year Ended December 31, Six Months Ended June 30,
2019 2020 2021 2021 2022
(unaudited)
(RMB in thousands)

Net cash flows used in operating activities . . . . . . (327,160) (192,117)  (621,919) (474,535) (215,008)
Net cash flows (used in)/from investing

ACHIVILIES .« vttt (80,615) 319,617 (1,020,333) (1,218,018) 1,056,987
Net cash flows from/(used in) financing

ACHIVILIES .+ vttt 551,710 1,311,939 559,292 731,248 (13,678)
Net increase/(decrease) in cash and cash

equivalents ............ .. i 143,935 1,439,439 (1,082,960) (961,305) 828,301
Cash and cash equivalents at beginning of the

year/period ........... .. il 59,904 199,110 1,628,021 1,628,021 535,849
Effect of foreign exchange rate changes, net . . .. (4,729)  (10,528) (9,212) (9,072) 2,273
Cash and cash equivalents at end of the year/

period ... 199,110 1,628,021 535,849 657,644 1,366,423

In 2019, 2020 and 2021, our net operating cash outflows amounted to RMB327.2 million,
RMB192.1 million and RMB621.9 million, respectively. The overall trend of increase in net operating
cash outflows was primarily driven by the growth of our business scale at the investment stage in each
of our business lines, which largely increased the amount used in working capital, including the
increase in trade and bills receivables, prepayments and other receivables. For the six months ended
June 30, 2022, our net operating cash outflows amounted to RMB215.0 million. For details of changes
in our operating cash outflows, see “Financial Information—Liquidity and Capital Recourses—Net
Cash Flows Used in Operating Activities” in this prospectus.

PRE-IPO INVESTMENTS

We have received multiple series of equity financings to support our expansion of business operations
from August 2015 to June 2021, which constitute our Pre-IPO Investments. The Pre-IPO Investments
include (i) Series A Financing, (ii) Series A-1 Financing, (iii) Series B Financing, (iv) Series C Financing,
(v) Series D Financing, (vi) Series D+ Financing, (vii) Series E Financing, and (viii) Series F Financing.
We raised a total of approximately US$574.12 million through Pre-IPO Investments. Generally, under
the lock-up arrangements, each Pre-IPO Investor will not, at any time during the period commencing on
the Listing Date and ending on a date which is six months from the Listing Date, offer, pledge, sell,
transfer or otherwise dispose of their Shares acquired in the Pre-IPO Investments. For details, see
“History, Reorganization and Corporate Structure—Pre-IPO Investments™ in this prospectus.

Our Pre-IPO Investors consist of private equity and venture capital funds and investment holding
companies. For details, see “History, Reorganization and Corporate Structure—Pre-IPO Investments—
Information about our Pre-IPO Investors” in this prospectus.

BUSINESS SUSTAINABILITY AND WORKING CAPITAL SUFFICIENCY

During the Track Record Period, we experienced certain risks relating to our financial position. For
details, please refer to “We have historically incurred net losses and may not be able to achieve or

maintain profitability sustainably”, “we had cash outflow from operating activities during the Track
Record Period and may continue to experience net operating cash outflow in the foreseeable future”,
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and “we had net liabilities during the Track Record Period” as set out in “Risk Factors” in this
prospectus. To mitigate these risks, we plan to take following measures to improve our financial
position.

Measures to Mitigate Risks Relating to Net Losses

We recorded net loss of RMB596 million, RMB1,042 million, RMB3,749 million and
RMB346 million for 2019, 2020, 2021 and the six months ended June 30, 2022 (or adjusted net loss
(non-IFRS measure) of RMB254 million, RMB259 million, RMB365 million and RMB143 million if
excluding fair value loss on convertible redeemable preferred shares and certain other items)
respectively. We estimate to mitigate risks relating to our net losses and then achieve net profit in the
coming three to five years with the below plans:

For Specialty Pharmacy Business, we plan to (i) drive continued revenue growth by strategically
opening of new specialty pharmacies; and (ii) take measures to steadily improve the store-level
profitability for our specialty pharmacies. We will continue to expand geographically, by opening up
new pharmacies organically or acquiring externally when right opportunities arise. We aim to open
approximately 35 specialty pharmacies by 2024. In terms of performance of our specialty pharmacy
per store, we expect to steadily improve the average monthly revenue from RMB2.9 million per store
in 2021 to over RMB3.0 million in 2022. We believe the store-level profitability of our existing
pharmacies will continue to grow in the near future, considering (i) the sales of existing pharmacies are
expected to continue to grow; (ii) operating costs as a percentage of revenue are also expected to
reduce as we further expand; and (iii) we are expected to make purchases at favorable condition as a
result of our increased bargaining power and enlarged business scale, thereby increasing the
profitability of our existing pharmacies. In line with the expansion of our specialty pharmacy network,
we expect that we will be able to control our costs and expenses for existing specialty pharmacies
primarily through improving overall operational efficiency, including inventory management
efficiency, to reduce logistics costs and rental expenses. The scale expansion and improved per store
performance together are expected to help significantly grow revenue from Specialty Pharmacy
Business.

For Physician Research Assistance business, we had backlogged contracts of RMB986.5 million in the
aggregate as of June 30, 2022, which will contribute to our future revenue growth as 80% of the
backlogged contracts are expected to be recognized within three years and the remaining 20% to be
recognized within five years. In addition, we already managed to secure another RMB220.8 million
order of Physician Research Assistance service in the first half of 2022, and in the long run, as the
market leader in the oncology site management service industry, we believe that we are well positioned
to capture the over 20% CAGR growth till 2026. As a result of the combinational effect of backlogged
contracts continuously contributing to future revenue streams as well as steady growth from new
contracts, we expect to more than double our revenue from Physician Research Assistance business in
the coming three to five years. Additionally, we will improve the profitability of our Physician
Research Assistance business leveraging our accumulated experience in providing a variety of SMO
services to meet diversified customer demands, streamlining the project process and securing more
orders with the support of the symbiotic ecosystem of our three business lines.

For Health Insurance Services business, we will continue our current pace to roll out Hui Min
Insurance in about 10 new cities as what we did in 2021, which is expected to significantly grow our
member base and revenue in the coming three to five years. We will actively seek suitable target cities
including provincial capitals and leading provincial tier 2 and tier 3 cities. Accordingly, we expect to
increase our customer base by approximately five to seven million per year. Additionally, as insured
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members begin to complete their initial one-year term of Hui Min Insurance in various cities, many of
them are expected to renew their coverage and continue to generate revenue for us. Moreover, we
expect Enterprise Health Plan to become an important revenue contributor. We have won the trust from
more than 740 enterprises, including several Fortune 500 companies, on the second year after
launching the Enterprise Health Plans. We will further strengthen and customize our the Enterprise
Health Plans to cater for evolving clients’ needs. On the other hand, we will actively seek market
opportunities and target mainly enterprise clients with over 1,000 employees in tier 1 and leading tier 2
cities in China with booming economics. Expected to continue this momentum, Enterprise Health Plan
is estimated to contribute even more revenue than our Hui Min Insurance in the coming three to five
years.

On top of the above revenue expansion, we will also endeavor to improve operating efficiency,
especially as a result of economies of scale. Specifically, we expect to have better marketing and
promotion efficiency, as we have been continuously winning trust and building reputation among
pharmaceutical and biotech companies, through functioning as their important product distribution
channels in Specialty Pharmacy Business, assisting their clinical trials in Physician Research
Assistance business, and creating important payment solutions for their products with Hui Min
Insurance in Health Insurance Services business. Similarly, the continuing success of Hui Min
Insurance in many cities will propel insurance carriers to seek to work with us and develop insurance
products in new cities, thus lowering business development expenses. Additionally, as insured
members begin to complete their initial one-year term of Hui Min Insurance in various cities, many of
them are expected to renew their coverage which will save us from the marketing and promotion
spending when first launching Hui Min Insurance.

We gradually receive more favorable terms from our business partners as the scale goes up, especially
from the suppliers of specialty medicines from pharmaceutical companies in the Specialty Pharmacy
Business. The initial cost of building a strong headquarter management and back office functions also
begins to be spread out and shared by the increasingly large revenue base across all three segments.

All these efforts combined, we expect to achieve net profit in the coming three to five years.

Measures to Mitigate Risks Relating to Net Operating Cash Outflows

We expect our net operating cash outflows position to improve concurrently with our profitability,
mainly through (i) growing and diversifying each business line to achieve optimized economy of scale
and preferable business terms, so as to improve gross margin and operating margin; (ii) putting more
efforts in receivables collection management in order to reduce our receivables and turnover days so as
to improve our working capital condition; (iii) actively seeking bank loan facilities or private
financings to create a better capital mix and lowering the costs for raising external fundings to achieve
a better working capital condition; and (iv) further improving our operational efficiency to enhance our
working capital position through review regularly and update our liquidity and funding policies to
ensure that it is aligned with our business plan and financial position, preparing cash flow and funding
summaries on a regular basis to monitor our cash flow, conducting regular review by our management
and a serious related measures.

Measures to Mitigate Risks Relating to Net Liabilities

On the liquidity side, we had cash and cash equivalents of RMB536 million as of December 31, 2021,
and additional financial assets at FVTPL, which were all highly liquid and low risk investment
products purchased from reputable banks (wealth management products), of RMB1,067 million as of
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the same date. Comparably, RMB246 million of cash were used for working capital in 2021.
Furthermore, we recorded net current assets of RMB621.2 million, RMB1,678.9 million, RMB1,657.4
million and RMB1,516.8 million, respectively, as of December 31, 2019, 2020, 2021 and June 30,
2022. We recorded net liabilities of RMB1,006.9 million, RMB1,791.6 million, RMB 5,430.9 million
and RMB6,062.9 million, respectively, as of December 31, 2019, 2020, 2021 and June 30, 2022,
primarily reflecting changes in equity comprising (i) total comprehensive expense for the year,
including, among other items, fair value loss on convertible redeemable preferred shares, due to
increase in valuation; (ii) share-based payment compensation; and (iii) acquisition of subsidiaries or
disposal of subsidiaries of offline clinic services. Our net liabilities condition were mainly due to the
convertible redeemable preferred shares which will be redesignated and reclassified from liabilities to
equity upon the Listing. Our liquidity condition was also well indicated by our current ratio which
ranged from 2.5 to 3.7 at the end of each year/period during the Track Record Period. We believe our
strong liquidity position is comfortably sufficient to support the demand from working capital within
three to five years, even without taking into consideration of the proceeds from this Global Offering.

RECENT DEVELOPMENT

In our Specialty Pharmacy Business line, the number of our specialty pharmacies decreased to 99 as of
October 31, 2022, from 103 as of June 30, 2022, as we opened one pharmacy store in Qingdao, and
closed one pharmacy store in each of Guangzhou, Hefei, Xuzhou, Zunyi and Shanghai.

In our Physician Research Assistance business line, we had 118 SMO projects completed, 957 SMO
projects under progress, and cumulatively served 299 clients across trial sites in 83 cities as of
October 31, 2022. Comparatively, we had 99 SMO projects completed, 936 SMO projects under
progress, and cumulatively served 289 clients across trial sites in 87 cities as of June 30, 2022.

In our Health Insurance Services business line, we served approximately 26.3 million individual
members and 952 enterprise clients as of October 31, 2022, as compared to approximately 23.9 million
individual members and 876 enterprise clients as of June 30, 2022.

As we expect our operating expenses to increase in the future as we expand our operations, and after
the Global Offering, we may incur additional compliance, accounting, and other expenses that we did
not incur as a private company, we will continue to make loss in the fiscal year of 2022.

Impact of COVID-19

Since the end of December 2019, the outbreak of COVID-19 has materially and adversely affected the
global economy. In response, China has imposed widespread lockdowns, closure of work places and
restrictions on mobility and travel to contain the spread of the virus.

Our businesses, especially the SMO services in the Physician Research Assistance business line, have
been adversely impacted during the peak of COVID-19. In early 2020, our clinical trial sites for SMO
services faced temporary shutdown, many clinical trials were restricted or suspended, and our
participant enrollment process was delayed due to quarantine and other public restrictive measures.
Meanwhile, specialty pharmacies in certain severely-affected regions, such as Beijing, Shanghai,
Wuhan, Guangzhou and Xi’an, encountered delivery delay of medicines to patients. As the clinical
trial sites for our SMO services and the pharmacy stores for our Specialty Pharmacy Business were
located in various regions across the country, the duration of temporary shutdown for each and the
exact time of business resumption varies among cities. For example, during the COVID-19 outbreak in
early 2020, the temporary shutdown lasted for about two months since January and the business
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gradually resumed since April 2020. In Chongqing, the clinical sites for SMO projects were closed for
about one months in February 2020. We did not encounter cancellation of SMO projects due to the
temporary shutdown during the COVID-19 outbreak in 2020. We believe such impact is not material
because it did not adversely affect our overall business development, results of operations and financial
conditions. Although SMO services was negatively affected by the COVID-19 pandemic in early 2020,
our revenue from our Physician Research Assistance business still managed to increase by 7.2% from
RMB173.2 million in 2019 to RMB185.7 million in 2020, as our customers swiftly resumed their
clinical trials soon after the restrictions were lifted. The impacts on our Specialty Pharmacy Business
and Health Insurance Services business were limited as medicines in Specialty Pharmacy Business
could still be delivered to patients and operation of insurance brokerage in our Health Insurance
Services business were mostly online.

We believe the impact of COVID-19 on our business in 2021 was relatively limited due to the
following reasons:

® Specialty Pharmacy Business: We have maintained sufficient stock and do not encounter any
material shortage of prescription drugs required for our specialty pharmacies. All of our major
suppliers are Chinese companies which have resumed normal operations and none of them had
reported any material disruption to their business operations as a result of COVID-19, as of the
Latest Practicable Date. We had not experienced any material difficulties in procurement of
prescription drugs nor any significant fluctuation in the prices of supplies.

® Physician Research Assistance Business: We do not experience any material delay in providing
our SMO services including the clinical trial site selection and participant enrollment to our client
of the Physician Research Assistance business. At the same time, we have followed the regulatory
guidance related to prevention of COVID-19 to mitigate any impact the COVID-19 outbreak may
have on our ongoing SMO projects.

® Health Insurance Services Business: Given the nature of our Health Insurance Services business,
we do not expect any material disruptions to our provision of insurance brokage services, health
management and claim management services provided to insurance carriers as a result of COVID-
19 impact.

®  Operations: We have resumed and continued our normal operations in accordance with applicable
laws and regulations, and adopted a thorough disease prevention scheme to protect our
employees.

Since the beginning of 2022, there have been a global outbreak of Omicron (COVID-19 variant) which
had again caused temporary closure of certain types of premises and tightening of social distancing
restrictions. Regions that were severely impacted in China, such as Shanghai, Jiangsu Province, Jilin
Province and Guangdong Province, have implemented strict restrictive measures, such as lockdown,
quarantine, closure of business and work places, travel restrictions and home office policies, which had
an impact on our business operation. For example, the participant enrollment and follow-up visits for
our SMO services may be limited due to temporary quarantine policy since March 2022. In the
meantime, in certain cities such as Shanghai, the operation of pharmacies and medicine delivery were
temporarily restricted. The extent to which the COVID-19 variants and sub-variants outbreak impacts
our business, results of operations and financial condition will depend on many factors beyond our
control, including the extent of resurgences of the disease and its variants, vaccine distribution and
other actions in response to the virus or to contain its impact. It is uncertain when and whether
COVID-19 could be contained globally. We are closely monitoring impact of COVID-19 outbreak on
us and plan to continue implementing measures necessary to ease the impact of the outbreak on our
operations. Our Directors are of the view that, since December 31, 2021 and up to September 30, 2022,
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the Omicron outbreak had not resulted in material adverse impact on our financial performance and
operation. Our Specialty Pharmacy Business and Physician Research Assistance businesses mainly
serve the provision for specialty medicines and R&D of the oncology treatment, the demand of which
will not be reduced by the temporary shutdown and is expected to boost the recovery of our business
operation once the restrictive policies are loosened up or removed. However, we cannot assure you that
the COVID-19 pandemic will not further escalate or have a material adverse effect on our results of
operations, financial condition or prospects since we have no experienced material disruption of our
businesses. Our operations may also be adversely affected if any of our employees or employees of
suppliers and other business partners are suspected of contracting or contracted COVID-19 or become
subject to restricted measures. For more details, see “Risk Factors—Risks relating to our general
operations—We face risks related to natural disasters, health epidemics and other outbreaks, such as
the outbreak of COVID-19, which could significantly disrupt our operations.”

Regulatory Developments

The regulatory environment in the PRC has been undergoing a number of recent changes and reforms
in various areas, including recent publication of the Measures for Cyber Security Review (49#%%4 4>
T HHE) and the Regulations on the Administration of Cyber Data Security (Draft for Comments) (4
A& BUPE e 2 PR (BOR B RAR)). After consulting with our PRC Legal Advisers, our Directors are of
the view that such regulatory developments are not expected to have any material adverse impact on
our business operations. Additionally, the CSRC published two draft regulations relating to overseas
listing in December 2021, namely the Administrative Provisions of the State Council on the Overseas
Securities Offering and Listing by Domestic Companies (Draft for Comments) ([ 5z B 74 5% A £ 26 5%
HMEETTRE S AN BT E EUE  (ERRECKE ARS) ) and the Administrative Measures for the Filing of
Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments) (5% A 1> 25 5h
BEATRE AN E T A TS (BeRE R ), which imposed a number of regulatory requirements on
the applicants of overseas listing. For details, please refer to “Risk Factors” and “Regulatory
Overview” in this prospectus.

On May 9, 2022, the National Medical Products Administration (the “NMPA”) promulgated the
Implementing Regulations of the Drug Administration Law of the PRC (Revised Draft for Comment)
(rhraE A PR SRR B 2 A BR B A ] (IBRT R ECRE iAW) ) (the “Draft Regulations™), to seek
public comments until June 9, 2022. As of the Latest Practicable Date, the Draft Regulations had not
become effective.

The major purpose of the Draft Regulations is to promote the reform of the drug evaluation and
approval system, strengthen the full-process supervision of drug safety, and provide more detailed
implementation rules for the Drug Administration Law of the PRC (9% A R ILAN B 25 i & %) and
the Vaccine Administration Law of the PRC ("3 A\ RILFIE 1 #11%). The Draft Regulations
stipulated, among other things, that third-party platform providers shall not directly participate in drug
sales activities.

We conduct drug sales activities mainly through our various offline specialty pharmacies nationwide,
in which we sell medicines to patients directly. We do not own any online drug transactions platform,
nor do we serve as a third-party platform provider to provide services such as the provision of online
drug transaction platform, drug deal matching and information publish services, for any third party to
the online drug transactions. For details of our services, please refer to “Business—Overview—Our
Services” in this prospectus.

Although the Draft Regulations and the Drug Administration Law of the PRC (% A A1 4% i 45
%) do not specify a definition of “third-party platform provider for online drug transactions”,
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according to the Rules on the Supervision and Management of Internet Sale of Drugs (draft for
comments) (ZE& 5w 4846 & B BHE IS (ROKRE WAR) ) published by the NMPA in 2020, a “third-
party platform provider for online drug transactions” shall refer to any entity who provides services,
such as the provision of online transaction platform, deal matching and information publish services,
for the parties to the transactions so as to facilitate the sale of drugs through internet.

Based on the foregoing and the description of our drug sales activities, our PRC Legal Adviser
confirms that it does not foresee the requirements proposed by the Draft Regulations that the third-
party platform providers for online drug transactions shall not directly participate in drug sales
activities would have any material adverse impact on us. Therefore, we do not foresee there will be any
material impact on our operations or financial performance in the future if the Draft Regulations are
implemented in the current form.

No Material Adverse Change

Our Directors confirm that, other than as stated above, there has been no material adverse change in
our business, financial condition and results of operations since June 30, 2022, being the latest balance
sheet date of our consolidated financial statements as set out in the Historical Financial Information of
the Group included in Appendix I to this prospectus, and up to the date of this document.

OUR FOUNDERS AND CONCERT PARTY AGREEMENT

Mr. Ma and Mr. Li are our founders and our executive Directors. As of the Latest Practicable Date,
Mr. Ma was able to exercise approximately 7.57% voting rights in our Company through Lucky Seven,
Mr. Li was able to exercise approximately 5.31% voting rights in our Company through Spire-
succession, and our Employee Incentive Platforms were able to exercise approximately 8.83% voting
rights in our Company. On August 5, 2021, Mr. Ma, Mr. Li, Wise Approach, Creative Pioneer and Sail
Far (the “Concert Parties”) entered into a concert party agreement pursuant to which, the Concert
Parties confirm that they have been acting in concert in the management and operation of our Group
since the establishment of our Group and will continue to act in concert in the management and
operation of our Group. As of the Latest Practicable Date, the Concert Parties were entitled to exercise
approximately 21.71% voting rights in our Company. The Concert Parties will be entitled to exercise
approximately 21.43% voting rights in our Company immediately following the completion of the
Global Offering (assuming no exercise of the Over-allotment Option). For details, see “History,
Reorganization and Corporate Structure” in this prospectus.

CONTINUING CONNECTED TRANSACTIONS

We have entered into certain transactions which would constitute non-exempt continuing connected
transactions under Chapter 14A of the Listing Rules after the Listing. Further particulars about such
transactions together with the application for a waiver from strict compliance with the relevant
requirements under Chapter 14A of the Listing Rules are set out in “Connected Transactions” in this
prospectus.

CONTRACTUAL ARRANGEMENTS

Due to foreign ownership restrictions under PRC laws, our Company is unable to own or hold 100% equity
interest in the Consolidated Affiliated Entities conducting our online insurance brokerage service. Rather,
we control the 100% equity interest in these entities through Contractual Arrangements, through which we
are able to consolidate all the economic benefits enjoyed by the Registered Shareholders from the
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Consolidated Affiliated Entities. For details, see “Contractual Arrangements” in this prospectus. The
following simplified diagram illustrates the flow of economic benefits from our Consolidated Affiliated
Entities to our Group stipulated under the Contractual Arrangements:

Our Company
100%
WFOE  p====mmmmmmmmmmmmm Registered Shareholders
1
! .
Service fees | ! Technical Equity
H i services ownership
1
. 4

Consolidated Affiliated Entities (Onshore Holdco and its subsidiaries)

Notes:

(1) The Registered Shareholders are our Founders, the other previous individual shareholders of Lucky Seven (namely, LI Dayong, ZHANG
Hongdan, LI Ran, LUO Wei and ZONG Ze) and several individual investors of our Company at early stage (namely LIU Xiujiang,
ZHANG Hong and YANG Donghao). Our Founders owned approximately 71.81% share capital of the Onshore Holdco as of the Latest
Practicable Date.

(2) “—»” denotes direct legal and beneficial ownership in the equity interest.

(3) “--=-+" denotes contractual relationship. Under the Contractual Arrangements, WFOE shall provide technical services to our
Consolidated Affiliated Entities, and our Consolidated Affiliated Entities shall pay service fees to WFOE directly.
(4) “-----" denotes the control by WFOE over the Registered Shareholders through (i) powers of attorney to exercise all shareholders’ rights

in the Onshore Holdco, (ii) exclusive options to acquire all or part of the equity interests in the Onshore Holdco and (iii) equity pledges
over the equity interests in the Onshore Holdco.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the listing committee of the Stock Exchange for the granting of the listing of, and
permission to deal in, our Shares in issue and to be issued pursuant to the Global Offering (including
those may be issued pursuant to the exercise of the Over-allotment Option) and the 2017 Plan Options
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 of RMB3,473.9 million (equivalent to
HK$3,840.7 million) for the year ended December 31, 2021 which exceeds HK$500 million, and (ii)
our expected market capitalization at the time of Listing, which, based on the Offer Price, exceeds
HK$4 billion.

LISTING EXPENSES

Listing expenses to be borne by us are estimated to be approximately RMB58.0 million (HK$64.0
million) (including underwriting commissions), at the Offer Price of HK$18.60 per Share, and
assuming the Over-allotment Option is not exercised, representing approximately 34.7% of the gross
proceeds of the Global Offering, comprising (i) underwriting-related expenses, including underwriting
commission and other expenses, of RMB10.3 million; and (ii) non-underwriting-related expenses of
RMBA47.7 million, including (a) fees and expenses of Legal Advisors and Reporting Accountants of
RMB34.1 million; and (b) other fees and expenses, of RMB13.6 million. As of June 30, 2022, we
incurred a total of RMB41.5 million (HK$45.9 million) in listing expenses, among which RMB40.9
million (HK$45.2 million) were recognized in our consolidated statement of profit or loss and other
comprehensive loss, and RMBO0.6 million (HK$0.7 million) were deducted from equity.

We estimate that additional listing expenses of approximately RMB16.5 million (HK$18.1 million)
(including underwriting commissions, incentives and other transaction fees of approximately
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SUMMARY

RMB7.5 million (HK$8.2 million), assuming the Over-allotment Option is not exercised and based on
the Offer Price of HK$18.60 per Offer Share) will be incurred by us, approximately RMB9.0 million
(HK$9.9 million) of which is expected to be charged to our consolidated statements of profit or loss
and other comprehensive income, and approximately RMB7.5 million (HK$8.2 million) of which is
expected to be accounted for as a deduction from equity upon the Listing. The listing expenses directly
attributable to the issue of shares will be deducted from equity. The listing expenses above are the
latest practicable estimate for reference only, and the actual amount may differ from this estimate.

FUTURE PLANS AND USE OF PROCEEDS

Assuming an Offer Price of HK$18.60 per Share, we estimate that we will receive net proceeds of
approximately HK$120.4 million from the Global Offering after deducting the underwriting
commissions and other estimated expenses paid and payable by us in connection with the Global
Offering and assuming that the Over-allotment Option is not exercised. We will adjust the use of
proceeds on a pro rata basis in the event that the Over-allotment Option is exercised. In line with our
strategies, we intend to use our proceeds from the Global Offering for the purposes and in the amounts
set forth below:

® approximately 87% of the net proceeds, or approximately HK$104.8 million, is expected to be
used for business expansion, including:

® approximately 35% of the net proceeds, or approximately HK$42.2 million, for further
expansion of our Specialty Pharmacy Business;

® approximately 28% of the net proceeds, or approximately HK$33.7 million, for further
expansion of our Physician Research Assistance business;

® approximately 24% of the net proceeds, or approximately HK$28.9 million, for further
expansion of our Health Insurance Services business; and

® approximately 13% of the net proceeds, or approximately HK$15.6 million, is expected to be used

for our technology research and development as well as technology infrastructure enhancement.

For details, see “Future Plans and Use of Proceeds” in this prospectus.

DIVIDEND POLICY

We currently intend to retain most, if not all, of our available funds and any future earnings to fund the
development and growth of our business. As a result, we have not yet adopted a dividend policy with
respect to future dividends. Therefore, you should not rely on an investment in our Shares as a source
for any future dividend income.

OFFERING STATISTICS®™

Based on an Offer Price of

HK$18.60 per Offer Share
Market capitalization of our Shares upon completion of the Global Offering® ......... HK$ 14,192
million
Unaudited pro forma adjusted consolidated net tangible asset per Share as of June 30,

2022 ) HKS$ 2.70

Notes:
(1) All statistics in this table are on the assumption that the Over-allotment Option is not exercised.
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The calculation of market capitalization is based on 763,025,314 Shares expected to be in issue immediately after completion of the
Global Offering. The repurchase of 2,668,776 ordinary shares by the Company was made subsequent to the Track Record Period and
therefore shall not be considered when deriving the market capitalization.

The pro forma adjusted consolidated net tangible assets of the Group attributable to owners of the Company per Offer Share is calculated
after making the adjustments referred to in “Financial Information—Unaudited Pro Forma Statement of Adjusted Net Tangible Assets”
and on the basis that 765,694,090 Shares were in issue assuming the Global Offering has been completed on June 30, 2022.

The pro forma adjusted consolidated net tangible assets of the Group attributable to owners of the Company per Offer Share as at
June 30, 2022 would then be further adjusted to RMB2.45 or HK$2.71 (based on the estimated offer price of HK$18.60), assuming that
the repurchase of 2,668,776 ordinary shares by the Company in October 2022 (details are set out in note 44 to the Accountants’ Report in
Appendix I to this Prospectus) had been completed as at June 30, 2022 and do not take into account any share (i) which may be issued
and allotted pursuant to the exercise of the Overallotment Option or (ii) which may be issued and allotted to certain special purpose
vehicles in order to facilitate the administration of employee incentive plans subsequent to June 30, 2022.
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DEFINITIONS

following meanings.

In this prospectus, unless the context otherwise requires, the following terms shall have the

“2017 Plan”

“2017 Plan Option(s)”

“Accountants’ Report”

“AE”

“affiliate(s)”

“AFRC 2

“Articles” or “Articles of
Association”

“associate(s)”

”»”

“Beijing Sipai Brokerage

“Board”

“business day”

“BVI”
“CAC”

“Capital Market
Intermediaries”

“Cayman Companies
Act”

“CBIRC”

“CCASS”

the amended and restated 2017 global share plan adopted by our
Company, details of which are set out in “—D. Share Schemes” in
Appendix IV to this prospectus

the option(s) granted by our Company under the 2017 Plan

the accountant’s report of the Company, the text of which is set out in
Appendix I to this prospectus

adverse event

with respect to any specified person, any other person, directly or
indirectly, controlling or controlled by or under direct or indirect
common control with such specified person

the Accounting and Financial Reporting Council of Hong Kong

the articles of association of our Company conditionally adopted on
December 1, 2022 with effect from the Listing Date

has the meaning ascribed to it under the Listing Rules

Sipai (Beijing) Insurance Brokerage Co., Ltd. (BJk (dbat) s
A7) (formerly known as Yuantong (Beijing) Insurance Brokerage
Co., Ltd. (& (dbxt) (REREAARAT)), a company established
under the laws of the PRC on November 18, 2004 and a wholly-owned
subsidiary of our Company

the board of Directors

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

the British Virgin Islands
the Cyberspace Administration of China

the capital market intermediaries as named in “Directors and Parties
Involved in the Global Offering”

the Companies Act (2022 Revision) (as amended, supplemented or
otherwise modified from time to time) of the Cayman Islands

the China Banking and Insurance Regulatory Commission

the Central Clearing and Settlement System established and operated by
HKSCC
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“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS EIPO”

“CCASS Investor
Participant”

“CCASS Participant”

“China” or “the PRC”

“Companies Ordinance”
“Companies (Winding Up
and Miscellaneous

Provisions) Ordinance”

“Company” or “our
Company”

“Concert Party(ies)”
“connected person(s)”

“connected
transaction(s)”

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

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

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

the People’s Republic of China, and for the purposes of this prospectus
only, except where the context requires otherwise, references to China
or the PRC exclude Hong Kong, the Macao Special Administrative
Region of the People’s Republic of China and Taiwan

the Companies Ordinance (Chapter 622 of the Laws of Hong Kong)

the Companies (Winding Up and Miscellaneous Provisions) Ordinance
(Chapter 32 of the Laws of Hong Kong)

Sipai Health Technology Co., Ltd. (EIRfLFERHEARAF) (formerly
known as Medbanks Health Technology Co., Ltd. and ThinkGeek
Network Technology Co., Ltd.), a company incorporated in the Cayman
Islands with limited liability on May 19, 2015

Mr. Ma, Mr. Li, Creative Pioneer, Sail Far and Wise Approach

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules
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“Consolidated Affiliated
Entity(ies)”

“Contractual
Arrangement(s)”

“CRA”

“CRC”

“Creative Pioneer”

“Director(s)”

“Employee Incentive
Platform(s)”

“Extreme Conditions”

“Founders”
“Global Offering”

“Governmental
Authority”

(13 GP(S)”

“GREEN Application
Form(s)”

Onshore Holdco and its subsidiaries and affiliated entities, the financial
accounts of which have been consolidated and accounted for as if they
were subsidiaries of our Company by virtue of the Contractual
Arrangements

the series of contractual arrangements entered into between, among
others, the WFOE, the Consolidated Affiliated Entities and the
Registered Shareholders, as detailed in “Contractual Arrangements” in
this prospectus and as amended, restated, renewed, reproduced or joined
from time to time

Clinical Research Associate, a professional responsible for activities
related to medical research, particularly clinical trials

Clinical Research Coordinator, a person responsible for conducting
non-clinical works under the guidance of, and as an assistant to, a
principal investigator in clinical trials

CREATIVE PIONEER INVESTMENTS LIMITED, a company
incorporated in BVI with limited liability on May 31, 2021, one of the
Employee Incentive Platforms pursuant to the 2017 Plan

the director(s) of our Company

Creative Pioneer, Sail Far and Wise Approach

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

Mr. Ma and Mr. Li
the Hong Kong Public Offering and the International Offering

any governmental, regulatory, or administrative commission, board,
body, authority, or agency, or any stock exchange, self-regulatory
organization, or other non-governmental regulatory authority, or any
court, judicial body, tribunal, or arbitrator, in each case whether
national, central, federal, provincial, state, regional, municipal, local,
domestic, foreign, or supranational

the general practitioner who treat common medical conditions and refer
patients to hospitals and other medical services for urgent and specialist
treatment

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

“We” “uS” or “Ol,ll'”

“HK” or “Hong Kong”

“HK eIPO White Form”

“HK eIPO White Form
Service Provider”

“HKS$”, “HK dollars” or
“Hong Kong dollars”

“HKSCC”
“HKSCC Nominees”

“Hong Kong Offer
Shares”

“Hong Kong Public
Offering”

“Hong Kong Share
Registrar”

“Hong Kong Takeovers
Code” or “Takeovers
Code”

“Hong Kong
Underwriters”

“Hong Kong
Underwriting
Agreement”

the Company, its subsidiaries and the Consolidated Affiliated Entities
from time to time, and where the context requires, in respect of the
period prior to our Company becoming the holding company of its
present subsidiaries, such subsidiaries as if they were subsidiaries of our
Company at the relevant time

the Hong Kong Special Administrative Region of the People’s Republic
of China

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

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

the 992,000 Shares being initially offered for subscription in the Hong
Kong Public Offering (subject to reallocation as described in “Structure
of the Global Offering” in this prospectus)

the offer of the Hong Kong Offer Shares for subscription by the public
in Hong Kong at the Offer Price (plus brokerage of 1%, SFC transaction
levy of 0.0027%, Stock Exchange trading fee of 0.005% and AFRC
transaction levy of 0.00015%) on the terms and subject to the
conditions described in this prospectus, as further described in
“Structure of the Global Offering—The Hong Kong Public Offering” in
this prospectus

Tricor Investor Services Limited

Codes on Takeovers and Mergers and Share Buy-backs issued by the
SFC

The underwriters of the Hong Kong Public Offering as listed in
“Underwriting—Hong Kong Underwriters”

the underwriting agreement dated December 8, 2022 relating to the
Hong Kong Public Offering, entered into by, among others, our
Company, the Single Largest Group of Shareholders, the Joint
Sponsors, the Overall Coordinators and the Hong Kong Underwriters,
as further described in “Underwriting—Underwriting Arrangements—
Hong Kong Public Offering—Hong Kong Underwriting Agreement”
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“ICP license”

“IFRS”

“Independent Third
Party(ies)”

“innovative drugs”

“International Offer
Shares”

“International Offering”

“International
Underwriters”

“International
Underwriting
Agreement”

“IPO App”

“Joint Bookrunners”,
“Joint Global
Coordinators”, “Joint
Lead Managers”

“Joint Sponsors”

the value-added telecommunications business operating license for
internet information service

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

any entity or person who is not a connected person of our Company
within the meaning ascribed to it under the Listing Rules to the
knowledge of our Directors after all reasonable enquires

an industry term, typically referring to the NMPA-approved drugs that
contain new active moiety with clear structures, pharmacological effects
and high clinical value. Currently, innovative drugs in the Chinese
market include domestically developed innovative drugs and imported
innovative drugs

the 8,927,400 Shares being initially offered for subscription under the
International Offering together, where relevant, with any additional
Shares that may be sold pursuant to any exercise of the Over-allotment
Option (subject to reallocation as described in “Structure of the Global
Offering”)

the conditional placing of the International Offer Shares at the Offer
Price outside the United States in offshore transactions in accordance
with Regulation S, as further described in “Structure of the Global
Offering”

the underwriters of the International Offering

the international underwriting agreement, expected to be entered into on
or about December 15, 2022, relating to the International Offering, by,
among others, our Company, the Single Largest Group of Shareholders,
the Overall Coordinators and the International Underwriters, as further
described in “Structure of the Global Offering—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/TPOApp or
www.tricorglobal.com/IPOApp

the joint bookrunners, the joint global coordinators, and the joint lead
managers as named in “Directors and Parties Involved in the Global
Offering”

the joint sponsors of the Listing as named in “Directors and Parties
Involved in the Global Offering”
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“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Lucky Seven”

“Main Board”

“MediGeek Network”

“Memorandum” or
“Memorandum of
Association”

“MIIT 2

“MOFCOM”

“Mr Li”

“Mr. Ma”

“Offer Price”

“Offer Share(s)”

December 5, 2022, being the latest practicable date for ascertaining
certain information in this prospectus before its publication

the listing of the Shares on the Main Board
the Listing Committee of the Stock Exchange

the date, expected to be on or about Friday, December 23, 2022, on
which the Shares are to be listed and on which dealings in the Shares
are to be first permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited

Lucky Seven Healthcare Co., Ltd., a limited liability company
incorporated under the laws of BVI on May 14, 2015, and is ultimately
controlled by Mr. Ma

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

MediGeek Network Technology Co., Limited, a limited liability
company incorporated under the laws of Hong Kong on May 29, 2015,
a wholly-owned subsidiary of our Company

the memorandum of association of our Company conditionally adopted
on December 1, 2022, with effect from the Listing Date

Ministry of Industry and Information Technology of the PRC (13 AR
LA TR AL ER)

the Ministry of Commerce of the PRC (3 A [ 311 5 7 15 351 )

Mr. LI Ji (Z#), an executive Director and the president of our
Company

Mr. MA Xuguang (f5Ji1%), an executive Director, Chairman of the
Board and the Chief Executive Officer of our Company

HK$18.60 per Offer Share (exclusive of brokerage fee of 1.0%, SFC
transaction levy of 0.0027%, Stock Exchange trading fee of 0.005% and
AFRC transaction levy of 0.00015%)

the Hong Kong Offer Shares and the International Offer Shares,
together, where relevant, with any additional Shares to be issued by our
Company pursuant to the exercise of the Over-allotment Option
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“Onshore
Subsidiary(ies)”

“QOverall Coordinators”,
“Sponsor-Overall

Coordinators”

“Over-allotment Option”

“PI(S) 2

“PRC Legal Adviser”

“Preferred Shares”

“Pre-IPO Investment(s)”

“Pre-IPO Investor(s)”

“Registered
Shareholders”

“Regulation S”

“Reorganization”

“RMB?” or “Renminbi”

the subsidiary(ies) of Onshore Holdco

the overall coordinators and sponsor-overall coordinators as named in
“Directors and Parties Involved in the Global Offering”

the option expected to be granted by our Company to the International
Underwriters, exercisable by the Overall Coordinators on behalf of the
Capital Market Intermediaries and the International Underwriters for up
to 30 days from the day following the last day for the lodging of
applications under the Hong Kong Public Offering, being Saturday,
January 14, 2023 to require our Company to allot and issue up to
1,487,800 additional Shares (representing approximately 15.0% of the
initial Offer Shares) to the International Underwriters to, cover over-
allocations in the International Offering, if any, details of which are
described in “Structure of the Global Offering—Over-allotment
Option”

principal investigator(s)
Jingtian & Gongcheng, our legal adviser as to PRC laws

the preferred share(s) allotted and issued to the Pre-IPO Investors
pursuant to the Pre-IPO Investment, which will be automatically
converted into the Ordinary Shares with the par value of US$0.0001
each upon completion of the Global Offering, the details are set out in
“History, Reorganization and Corporation Structure”

the investment(s) in our Company undertaken by the Pre-IPO Investors
prior to the Global Offering, the details of which are set out in “History,
Reorganization and Corporate Structure”

the investors in our Company prior to the Global Offering as named in
“History, Reorganization and Corporate  Structure—Pre-IPO
Investments—Information about our Pre-IPO Investors”

the registered shareholders of the Onshore Holdco, being our Founders,
the other previous individual shareholders of Lucky Seven (namely, LI
Dayong, ZHANG Hongdan, LI Ran, LUO Wei and ZONG Ze) and
several individual investors of our Company at early stage (namely LIU
Xiujiang, ZHANG Hong and YANG Donghao)

Regulation S under the U.S. Securities Act
the corporate restructuring of the Group in preparation for the Listing,
as described in “History, Reorganization and Corporate Structure—

Reorganization” in this prospectus

Renminbi, the lawful currency of China
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“RSU Scheme”

“RWS”

[13 SAFE b

“Sail Far”

“SAMR”

“SASAC”

“SAT”

“SFC”

“SFO” or “Securities and
Futures Ordinance”

“Share(s)” or “Ordinary
Share(s)”

“Sipai Beijing Network”

or “Onshore Holdco”

“Sipai Healthcare
Investment” or
“WFOE”

“Shareholder(s)”

“SMO”

“Stabilizing Manager”

“Stock Exchange”

The restricted share unit scheme adopted by our Company in 2021,
details of which are set out in “—D. Share Schemes” in Appendix IV to
this prospectus

real-world study investigating health interventions whose design does
not follow the design of a randomized controlled trial and aims to
reflect health intervention effectiveness in routine clinical practice

the State Administration for Foreign Exchange of the PRC (*#E A [ 3%
1B [ ¢ A1 e 4 B )

Sail Far Holdings Limited, a company incorporated in BVI with limited
liability on June 1, 2021, one of the Employee Incentive Platforms
pursuant to the RSU Scheme

the State Administration for Market Regulation of the PRC ({3 A [ 3%
1 1 ) % T 35 A B AR )

the State-owned Assets Supervision and Administration Commission of
the State Council of the PRC (3 A [ 30 B B 5 B B0 A7 e s B 3
ZHE)

the State Administration of Taxation of the PRC (H#E A 471 5 [ F Bt
R

Securities and Futures Commission of Hong Kong

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong)

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

Sipai (Beijing) Network Technology Co., Ltd. (BIk (dbxt) A4EFEHA
FRZ\ D), a company established under the laws of the PRC on March 28,
2014 and a wholly-owned subsidiary of our Company

Sipai Healthcare Investment Co., Ltd. (IRMEEFEE ZEREHFIRAA), a
company established under the laws of the PRC on March 8§, 2019, a
wholly-owned subsidiary of our Company

holder(s) of our Share(s)

site management organization, an organization that provides clinical
trial related services to medical device companies having adequate
infrastructure and staff to meet the requirements of the clinical trial
protocol

Morgan Stanley Asia Limited
The Stock Exchange of Hong Kong Limited
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“subsidiary” or
“subsidiaries”

“substantial shareholder(s)”

“Tencent”

“Tencent Group”

“Track Record Period”

“U.S.”, “US” or “United
States”

“U.S. dollars”, “US
dollars” or “US$”

“U.S. SEC”

“U.S. Securities Act”

“Underwriters”

“Underwriting
Agreements”

“VAT”

“Wise Approach”

“%”

has the meaning ascribed to it in section 15 of the Companies
Ordinance

has the meaning ascribed to it in the Listing Rules

Tencent Holdings Limited, a company whose shares are listed on the
Stock Exchange (stock code: 700)

Tencent, its subsidiaries and its consolidated affiliated entities

the three years ended December 31, 2019, 2020 and 2021 and six
months ended June 30, 2022

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

United States dollars, the lawful currency of the United States

the Securities and Exchange Commission of the United States

United States Securities Act of 1933 and the rules and regulations
promulgated thereunder

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

value-added tax
WISE APPROACH INVESTMENTS LIMITED, a company
incorporated in BVI with limited liability on May 31, 2021, one of the

Employee Incentive Platforms pursuant to the 2017 Plan

per cent
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus are forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. Any statements that express, or involve discussions as to,
expectations, beliefs, plans, objectives, assumptions, future events, or performance (often, but not
always, through the use of words or phrases such as “will”, “expect”, “anticipate”, “estimate”,
“believe”, “going forward”, “ought to”, “may”, “seek”, “should”, “intend”, “plan”, “projection”,
“could”, “vision”, “goals”, “aim”, “aspire”, “objective”, “target”, “schedules”, and “outlook’) are not
historical facts, are forward-looking and may involve estimates and assumptions and are subject to
risks (including but not limited to the risk factors detailed in this prospectus), uncertainties and other
factors some of which are beyond our Company’s control and which are difficult to predict.
Accordingly, these factors could cause actual results or outcomes to differ materially from those
expressed in the forward-looking statements.

Our forward-looking statements have been based on assumptions and factors concerning future events
that may prove to be inaccurate. Those assumptions and factors are based on information currently
available to us about the businesses that we operate. The risks, uncertainties and other factors, many of
which are beyond our control, that could influence actual results include, but are not limited to:

®  our operations and business prospects;

®  our business and operating strategies and our ability to implement such strategies;
®  our ability to develop and manage our operations and business;

®  our ability to control costs and expenses;

®  our ability to identify and satisfy user demands and preferences;

®  our ability to maintain good relationships with business partners;

® the actions and developments of our competitors;

® changes to regulatory and operating conditions in the industry and geographical markets in which
we operate; and

®  all other risks and uncertainties described in “Risk Factors”.

Since actual results or outcomes could differ materially from those expressed in any forward-looking
statements, we strongly caution investors against placing undue reliance on any such forward-looking
statements. Any forward-looking statement speaks only as of the date on which such statement is
made, and, except as required by the Listing Rules, we undertake no obligation to update any forward-
looking statement to reflect events or circumstances after the date on which such statement is made or
to reflect the occurrence of unanticipated events. Statements of, or references to, our intentions or those
of any of our Directors are made as of the date of this prospectus. Any such intentions may change in
light of future developments.

All forward-looking statements in this prospectus are expressly qualified by reference to this
cautionary statement.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully consider all of the
information in this prospectus, including the risks and uncertainties described below, as well as
our financial statements and the related notes, and the “Financial Information” section, before
deciding to invest in our Shares. The following is a description of what we consider to be our
material risks. Any of the following risks could have a material adverse effect on our business,
financial condition, results of operations and growth prospects. In any such an event, the market
price of our Shares could decline, and you may lose all or part of your investment. Additional
risks and uncertainties not presently known to us or that we currently deem immaterial also may
impair our business operations.

These factors are contingencies that may or may not occur, and we are not in a position to express
a view on the likelihood of any such contingency occurring. The information given is as of the
Latest Practicable Date unless otherwise stated, will not be updated after the date hereof, and is
subject to the cautionary statements in “Forward-looking Statements” in this prospectus.

We believe there are certain risks and uncertainties involved in our operations, some of which are
beyond our control. We have categorized these risks and uncertainties into: (i) risks relating to our
business and industry, comprising (a) risks relating to our business; (b) risks relating to government
regulations; (c) risks relating to our intellectual property rights; (d) risks relating to our financial
position and need for additional capital; and (e) risks relating to our general operation; (ii) risks relating
to our corporate structure and Contractual Arrangements; (iii) risks relating to doing business in the
PRC; and (iv) risks relating to the Global Offering.

Additional risks and uncertainties that are presently not known to us or not expressed or implied below
or that we currently deem immaterial could also harm our business, financial condition and operating
results. You should consider our business and prospects in light of the challenges we face, including
those discussed in this section.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY
Risks Relating To Our Business

A majority of our revenue comes from our Specialty Pharmacy Business service, and we may be
unable to attract and retain customers, provide superior customers experience, maintain customers’
trust or continuously increase our brand awareness in our Specialty Pharmacy Business service.

Our Specialty Pharmacy Business service include specialty pharmacies and pharmacist services. In
2019, 2020, 2021 and the six months ended June 30, 2022, our revenue from Specialty Pharmacy
Business service accounted for 83.1%, 91.9%, 90.3% and 87.2% of our total revenue, respectively.

Our ability to continue to attract and retain customers depends on our ability to provide superior
customers experience, maintain customers’ trust and increase our brand awareness in our Specialty
Pharmacy Business service. In order to do so, we need to continue to provide a wide selection of
prescription medicines and high-value healthcare products, maintain the quality of products, source
products that are responsive to customer demands, ensure timely and reliable delivery, flexible
payment options and superior pharmacist services. Such ability, in turn, depends on a variety of factors
beyond our control. In particular, we rely on a number of third-party pharmaceutical manufacturers and
distributors in the provision of pharmaceutical and healthcare products for our specialty pharmacies.
Their failure to provide high-quality products in a timely manner may adversely affect our customers’
receptiveness of, and willingness to purchase, our products and services, which may damage our
reputation and cause us to lose customers.
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We may fail to properly manage, create values or maintain a symbiotic ecosystem for various
participants in the healthcare industry, including patients, doctors, medical institutions,
pharmaceutical companies and payers.

Our results of operations depend on our ability to manage, create value and maintain a symbiotic
ecosystem for various participants in the healthcare industry and to generate more monetization
opportunities. We provide these participants, including patients, doctors, medical institutions,
pharmaceutical companies and payers, with integrated networks and services to help them create value.
However, we cannot assure you that we are able to continuously manage, create value and maintain a
symbiotic ecosystem for such participants, or at all. Those participants may consider our networks and
services ineffective.

We may fail to effectively develop and market new services.

We intend to continue expanding our service offerings. To develop and market our new services
successfully, we must accurately assess and meet customer needs, make significant capital
expenditures, optimize our product development process, predict and control costs, attract train and
retain the necessary personnel, obtain required license or regulatory clearances or approvals, increase
customer awareness and acceptance of our services, provide services of a high quality and in a timely
manner, price our services competitively, and effectively incorporate customer feedback into our
business planning. Any single failure during the process may result in an ultimate failure to launch new
services.

We may not be able to manage the growth of our business and operations or implement our business
strategies successfully.

Our business has become increasingly complex in terms of both business model and scale. Any future
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. We cannot assure you
that we will be able to effectively manage our growth or to implement all these systems, procedures
and control measures successfully.

We are also continually executing a number of new initiatives, strategies and operating plans designed
to enhance our business. See “Business—Our Strategies” in this prospectus. These initiatives are new
and evolving, some of which are still at the inception or piolet trial stage and may prove unsuccessful.
We may not be able to successfully implement these new business 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.

In addition, we may seek and pursue opportunities via joint ventures or strategic partnerships for
expansion from time to time, and we may face similar risks and uncertainties as listed above. Failure to
properly address these risks and uncertainties may impair our ability to carry out acquisitions and other
expansion plans, integrate and consolidate newly acquired or newly formed businesses, and realize all
or any of the anticipated benefits of such expansion.

We have historically incurred net losses and may not be able to achieve or maintain profitability
sustainably.

We began commercial operations in 2014 and, during the Track Record Period, had experienced net
losses. In 2019, 2020, 2021 and the six months ended June 30, 2022, we had a net loss before tax of
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RMB596.0 million, RMB1,040.9 million and RMB3,747.7 million and RMB344.4 million,
respectively. We expect our operating expenses to increase in the future as we expand our operations.
Furthermore, after the Global Offering, we may incur additional compliance, accounting, and other
expenses that we did not incur as a private company. If our revenue does not grow at a greater rate than
our expenses, we may not be able to achieve and maintain profitability. We may incur considerable
losses in the future for various reasons, many of which may be beyond our control. Additionally, we
may encounter unforeseen expenses, operating delays, or other unknown factors that may result in
losses in the future. If our cost of sales and expenses continuously exceed our revenue, our business
may be materially and adversely affected and we may not be able to achieve or maintain profitability.
Please see “Financial Information—Business Sustainability and Working Capital Sufficiency” in this
prospectus for details of our plan to achieve profitability.

We had cash outflow from operating activities during the Track Record Period and may continue to
experience net operating cash outflow in the foreseeable future.

We had net cash used in operating activities of RMB327.2 million, RMB192.1 million, RMB621.9
million and RMB215.0 million in 2019, 2020, 2021 and six months ended June 30, 2022, respectively,
and we expect that we may not be able to achieve or sustain operating cash inflows for the foreseeable
future. Although we believe we have sufficient working capital to fund our operations, if in any case
we are unable to maintain adequate liquidity for operating activities, we may not be able to fund our
research and development and commercialization activities and to meet our capital expenditure
requirements, which may have a material adverse effect on our business prospects, financial condition
and results of operations.

We had net liabilities during the Track Record Period.

As of December 31, 2019, 2020, 2021 and June 30, 2022, we had net liabilities of RMB1,006.9
million, RMB1,791.6 million, RMB5,430.9 million and RMB6,062.9 million. Our net liabilities as of
December 31, 2019, 2020, 2021 and June 30, 2022 was primarily in relation to the convertible
redeemable preferred shares of RMB1,774.1 million, RMB3,618.7 million, RMB7,434.8 million and
RMB7,914.4 million as of the same date, respectively. Although the convertible preferred shares will
automatically convert into ordinary shares upon the completion of the Global Offering, and no further
loss or gain on fair value changes is expected to be recognized afterwards, we cannot assure you that
we will not record net liabilities in the future. A net liabilities position can expose us to the risk of
shortfalls in liquidity. This in turn would require us to seek adequate financing from sources such as
external debt, which may not be available on terms favorable or commercially reasonable to us or at
all. If we are unable maintain adequate working capital or obtain sufficient equity or debt financings to
meet our capital needs, we may be unable to continue our operations according to our plans and be
forced to scale back our operations, which may have a material adverse effect on our business,
financial condition, results of operations and prospects.

Our Specialty Pharmacy Business service involves sale of prescription drugs that is subject to
stringent scrutiny, which may expose us to risks and challenges.

Sale of prescription drugs is subject to stringent scrutiny in China. In particular, under the Administrative
Measures for the Supervision and Administration of Circulation of Pharmaceuticals ( Z&&h i 7 B
EIHHL) ), a company is prohibited from selling prescription drugs to consumers without prescription.
According to Drug Administration Law of the People’s Republic of China ( P2 N\ R0 45 ) 5 1
%) ), a company engaging in drug retail shall verify prescriptions, and drugs listed in a prescription shall
not be arbitrarily changed or substituted. Where a prescription has incompatibility or excessive dosage,
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the pharmacist shall refuse to dispense, the prescription may be dispensed only upon correction or
resigning by the prescribing physician if necessary. In addition, none of the drugs which are subject to the
State’s special control may be sold online, such as vaccines and blood products. Any failure to comply
with these stringent laws and regulations could subject us to disciplinary warnings and administrative
penalties.

Our Specialty Pharmacy Business service may face increasingly fierce competition as new entrants
continue to join and existing competitors continue to expand their pharmacy reach.

During the Track Record Period, most of our revenue of Specialty Pharmacy Business service was
generated from our specialty pharmacy business through sales of specialty medicines. However, we
cannot assure you that we are able to maintain our competitive advantages in the specialty pharmacy
market as the market is developing and changing rapidly. New entrants continue to join and existing
competitors continue to expand their pharmacy reach. Some of these competitors may have better
resources and expertise than us. Furthermore, if our competitors succeed to establish stronger
collaborative relationship with prescription medicine suppliers or if they can better meet the demand of
patients than we do, we may lose our existing customers or face difficulties to attract new customers.

Sales of pharmaceutical and healthcare products and provision of pharmacist services is subject to a
variety of risks.

Revenue generated from our Specialty Pharmacy Business service are primarily from our specialty
pharmacy, the sales of pharmaceutical and healthcare products is subject to a variety of risks,
including:

® inability to successfully execute effective marketing and promotional programs necessary to
maintain and increase awareness of our brand and products, to the extent permitted by applicable
PRC laws and regulations;

® failure to implement effective pricing and other strategies in response to market competition;
® inability to respond to changes in demand and preferences of our customers in a timely manner;

® inability to stock an adequate supply of pharmaceutical and healthcare products that meet the
demand of our customers;

®  our inability to obtain and maintain regulatory or governmental permits, approvals and clearances,
or to pass PRC government inspections or audits;

® the risk of, and resulting liability from, any contamination, injury or other harm caused by any
use, misuse or misdiagnosis involving products sold or healthcare services provided by us; and

® the risk related with in-time delivery, and quality of cold-chain delivery.

The occurrence of any such risks may cause a decrease in our sales or demand for our services, and
impair our overall business and reputation.

Besides the specialty pharmacy business, our Specialty Pharmacy Business also provides our members
access to medicine guidance and AE consultation. Though all our service providers are licensed and
experienced pharmacists, we cannot assure that our guidance are appropriate as individual situation
varies case by case. In addition, we may be subject to liability for the guidance or advice we provide to
patients.
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We face a variety of risks associated with our suppliers.

We source the pharmaceutical and healthcare products from our suppliers, primarily pharmaceutical
and healthcare products companies or their distributors. We could be materially and adversely
impacted if (i) we are unable to continue sourcing sufficient volumes of quality pharmaceutical and
healthcare products from our current suppliers; (ii) our suppliers fail to supply sufficient quantities of
pharmaceutical and healthcare products on time or supply products that do not meet the relevant
quality standards; (iii) our purchase price fluctuates due to changes in the pharmaceutical market and
relevant policies and regulations; (iv) our suppliers fail to deliver in time; or (v) we are unable to
maintain our existing relationships with these suppliers and continue to be able to source
pharmaceutical and healthcare products in stable quantities and at reasonable prices or at all. A
termination or modification to any of these relationships could adversely affect our product supply.
Moreover, products sold by us may be manufactured with ingredients that are susceptible to supply
shortages. Going forward, as the scale of our business continues to grow, there can be no assurance
that we will be able to expand our sourcing network to include new suppliers on reasonable terms and
prices. In addition, we rely on limited suppliers, which may harm our operations if the supplier loses its
qualification or eligibility because of its failure to comply with regulatory requirements or stops our
supply due to contractual disputes. In 2019, 2020, 2021 and the six months ended June 30, 2022, our
top five suppliers accounted for 70.5%, 70.5%, 71.9% and 73.5% of our total purchases, respectively.
Purchases from our largest supplier accounted for 27.6%, 32.1%, 37.2% and 39.1% of our total
purchases during each of these periods. If any of these suppliers loses its qualification or eligibility
because of its failure to comply with regulatory requirements, we may not be able to find alternative
suppliers in a timely manner or at all, which may cause delay in supply. If we are unable to identify
alternative suppliers and secure approval for their use in a timely manner, our business could be
harmed.

Some of the pharmaceutical and healthcare products that we sell are manufactured in whole or in
substantial part outside of China. In most cases, such products or merchandise are imported by our
suppliers and sold to us. As a result, significant changes in tax or trade policies, tariffs or trade
relations between China and other countries or any changes in their local policies, such as the
imposition of unilateral tariffs on imported products, any negative sentiments towards China in
response to increased import tariffs and other changes in China’s trade regulations, could result in
significant increases in our costs, restrict our access to suppliers, and depress economic activity. In
addition, our suppliers are primarily independent third parties that are subject to their own operational
and financial risks that are outside our control, which in turn, could adversely impact our performance.

Some of our specialty pharmacies are acquired from third parties, which may causes risks related to
integration efficiency and compliance management.

To expand our specialty pharmacy network, we may from time to time select and acquire specialty
pharmacies from third parties in compliance with the requirements under relevant laws and regulations
as well as our internal guidelines. The integration of the specialty pharmacies or any future acquisitions
may expose us to certain risks, such as the incurrence of anticipated and unforeseen costs, expenses
and liabilities (including latent or potential liabilities that relate to the time prior to our acquisitions),
difficulties in integrating the acquired pharmacies in a timely and cost-effective manner or maintaining
standard control policies and procedures across our businesses, difficulties in establishing effective
management information and financial control systems, and unforeseen legal, regulatory, contractual or
other issues. Furthermore, our potential acquisitions in the future may be adversely affected by
regulatory or governmental scrutiny. If we fail to successfully integrate recent and potential future
acquisitions, or if we encounter any difficulties due to tightened regulatory or governmental scrutiny,
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our performance will be adversely affected. Although we apply our stringent compliance protocol after
acquisition, however, we may fail to identify all prior non-compliance of these acquired specialty
pharmacies, which may result in high compliance and operation risks.

We may fail to manage our inventory effectively.

Our proprietary pharmacy management system is able to adjust inventory level based on key factors
including sales, product mix and patient medical situation. Relying on these systems, we have
monitored and managed our inventories in a timely manner. However, we cannot assure you that we
will be able to effectively manage our inventory going forward. As of December 31, 2019, 2020, 2021
and June 30, 2022, we had inventories of RMB211.2 million, RMB279.9 million, RMB269.0 million
and RMB279.1 million, respectively. In addition, inventories are scatteringly stored at our pharmacy
storefronts, which makes it difficult for us to manage our inventory in a timely and comprehensive
manner. In line with our plan to continue expanding our pharmacy networks and product offerings, we
expect to include more products in our inventory and expand storage volume, which will put more
pressure on our warchousing system. Inventory levels in excess of customer demand may result in
inventory write-downs, expiration of products or an increase in inventory holding costs and a potential
negative effect on our liquidity. If we fail to manage our inventory effectively or store our inventory in
a proper manner, we may be subject to a heightened risk of inventory obsolescence, a decline in
inventory values, and significant inventory write-downs or write-offs. In addition, we may be required
to lower sale prices in order to reduce inventory level, which may lead to lower gross margins. High
inventory levels may also require us to commit substantial capital resources, preventing us from using
that capital for other important purposes. Conversely, if we underestimate customer demand, or if our
suppliers fail to provide products to us in a timely manner, we may experience inventory shortages,
which may, in turn, require us to acquire inventories at higher costs or result in unfulfilled customer
orders, which may lead to a negative impact on our financial condition and user relationships.

We may become subject to product liability claims arising from Specialty Pharmacy Business
service, which could cause us to incur significant expenses and be liable for significant damages if
not covered by insurance.

We are exposed to risks inherent in marketing, distributing and selling pharmaceutical and healthcare
products and providing healthcare services in China. Claims, customer complaints or administrative
penalties may arise if any of our products are deemed or proven to be unsafe, ineffective or defective,
or they are found to contain illicit substances. We may also be subject to allegations of having engaged
in practices such as sale of counterfeit and substandard medicines or other healthcare products, or
providing inadequate warnings or insufficient or misleading disclosures of side effects.

In the event that any use or misuse of the products we sell results in personal injury, suicide or death,
product liability claims may be brought against us for damages. If we are unable to defend ourselves
against such claims, among other things, we may be subject to civil liabilities for physical injury, death
or other losses caused by our products, to criminal liabilities, and to the revocation of our business
licenses or relevant permits. In a worse situation, we may be required to suspend sales or cease sales of
the relevant products.

In addition, any claim made against us could cause negative publicity, impairment of customers’
confidence in us, and significant decrease in sale. For claims made against us that are not fully covered
by insurance, we may have to afford expensive defense costs and substantial damages against us. In the
event that such product liability claims are attributable to our suppliers or business partners, there can
be no assurance that we will obtain full indemnification from them. Even if we do, our reputation may
still be severely impaired.
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We could be adversely affected by a decrease in the introduction of new brand name drugs and
generic prescription drugs as well as increase in the cost to procure prescription drugs.

The profitability of our specialty pharmacy business partially depends upon the consumption of
prescription drugs. The revenue from our specialty pharmacies is generated from sales of prescription
drugs the consumption of which may be impacted by various factors including the introduction of new
drug with same or similar indication, the price of the drug and consumption pattern of patients, and the
consumption trend. Consumption trends are affected by, among other factors, the introduction of new
and successful prescription drugs as well as lower-priced generic alternatives to existing brand name
drugs. Inflation in the price of drugs also can adversely affect utilization. New brand name drugs can
result in increased drug utilization and associated sales, while the introduction of lower priced generic
alternatives typically results in relatively lower sales. Accordingly, a decrease in the number or
magnitude of significant new brand name drugs or generics successfully introduced, delays in their
introduction, or a decrease in the utilization of previously introduced prescription drugs, could
adversely affect our results of operations. Additionally, an increase in the cost to procure prescription
drugs may adversely impact our gross profit margins to the extent we are unable to offset such cost
increases. Moreover, we may fail to take effective precaution actions as any future changes in drug
prices could significantly deviate from our anticipation.

Some pharmaceutical products offered by us are subject to and will continue to be subject to
centralized procurement policies in China.

The State Council and other relevant authorities issued a series of policies on deepening the reform of
medical and healthcare system since 2019. According to the Notice on Issuance of the Pilot Plan
Regarding the Organization of Centralized Procurement and Use of Drugs ( <% Bt HE2N BERH i BN 5%
G A Ak S A v PR RN A I AU 7 2 R0 AN ) by the State and the Implementation Opinions on Region
Expansion of the Organization of Centralized Procurement and Use of Drugs by the State ( BN B %
A0 2 i 4R Hh BRI R 0 P S S K RS RE E  ED M L) ), the State planned to organize centralized
procurement and use of certain types of pilot drugs to lower drug price, reduce the burden on patients
of drug costs, and lower the transaction costs of pharmaceutical enterprises. In 2021, the State further
published an updated policy Opinion on Promoting the Normalization and Institutionalization of
Centralized Volume-Based Procurement of Drugs (KI5 B Hi 2 58 Br 7 41 580 25 5 45 rp 3l o SR I TAE A8
bl AL B R L) ) to solidify the centralized procurement scheme. For details, see “Regulatory
Overview—Regulations Relating to Price Control of Drugs.” Although such policies may lower the
transaction costs of the pharmaceutical enterprises and increase the amount of drugs purchased, they
may also reduce the sales prices of drugs sold in our specialty pharmacies, resulting in decrease of our
sales revenue as well as other financial metrics.

Our business generates and processes a large amount of data, and improper use or disclosure of
such data could harm our reputation, business and prospects.

Our business generates and processes a large amount of personal, transaction, demographic and
behavioral data. We face risks inherent in handling large volumes of data and in securing and
protecting such data, among which risks relating to our business operations include the following:

® protecting the data in and hosted on our system, including against attacks on our system by
external parties or fraudulent behavior by our employees;

®  addressing concerns related to privacy and sharing, safety, security and other factors; and

® complying with applicable laws, rules and regulations relating to the collection, use, provision or
security of personal information, including any requests from regulatory and government
authorities relating to such data.
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Data-related regulatory requirements are constantly evolving and can be subject to significant change,
making the extent of our responsibility in that regard uncertain. Under certain regulations, rules and
measures promulgated by the Ministry of Industry and Information Technology, or the MIIT, since
2011, any collection and use of a customer’s personal information by an internet services provider
must be subject to the consent of the customer, abide by the principles of legality, rationality and
necessity, and be within the specified purposes, methods and scopes. The internet services provider
must keep all information collected strictly confidential and is prohibited from divulging, tampering
with or destroying any such information, or selling or providing such information to other parties. In
particular, the Cyber Security Law of the People’s Republic of China ( {H#E N RILMBE 4L 25D ),
or the Cyber Security Law, which took effect on June 1, 2017, is formulated to maintain network
security, safeguard the cyberspace sovereignty, national security and public interests, protect the lawful
rights and interests of citizens, legal persons and other organizations, and further enhance personal
information protection, such as through requirements on the collection, use, processing, storage and
provision of personal information. With respect to the healthcare data, in May 2014, the National
Health and Family Planning Commission of the PRC, or the NHFPC (currently known as the National
Health Commission of the PRC, or the NHC) promulgated the Measures for Administration of
Population Health Information (Trial), ( <N DHERAE B BHEEGT)) ), the medical institution shall
be responsible for collection, management, utilization, safety and privacy protection of population
healthcare information which includes the medical service information. Additionally, in July 2018, the
NHC promulgated the Administrative Measures Regarding National Healthcare Big Data Standards,
Safety and Service Management (Trial) ( <IBZ (@55 R BARIEYE « 222 MIRE & FHFEGAT)) ), or
Administrative Measures of Healthcare Big Data, to further standardize the standard management,
security management and service management of the healthcare data produced in the course of disease
treatment and health management. Moreover, a series of new laws and regulations, including the Data
Security Law of the PRC ("3 N\ [RILAN B $i#5 4% 2 %) promulgated by the Standing Committee of the
National People’s Congress on June 10, 2021 and effective from September 1, 2021, the PRC Personal
Information Protection Law (3 A RILFIE 8 A (5 5 OR#1%) promulgated by the Standing Committee
of the National People” Congress on August 20, 2021 and effective from November 1, 2021, set higher
regulatory requirements on the entities conducting data processing activities. For details, see
“Regulatory Overview—Regulations Relating to Personal Information or Data Protection.” Since the
aforementioned laws and relevant regulations, rules and measures are relatively new, there are
uncertainties as to the interpretation and application of these laws and regulations, and it is possible
that our data protection practices are or will be inconsistent with regulatory requirements. Any
violation of the provisions and requirements under these laws, regulations, rules and measures may
subject us to warnings, fines, confiscation of illegal gains, revocation of licenses, suspension of
business, shutting down of websites or even criminal liabilities. Complying with such requirements
could cause us to incur substantial expenses or to alter or change our practices in a manner that could
harm our business. Any system failure or security breach or lapse that results in the unauthorized
release of our customer data could harm our reputation and brand and, consequently, our business, in
addition to exposing us to potential legal liability. Any failure, or perceived failure, by us to comply
with our privacy policies or with any applicable regulatory requirements or privacy protection-related
laws, rules and regulations could result in proceedings or actions against us by governmental entities or
others. These proceedings or actions may subject us to significant penalties and negative publicity,
require us to change our business model or practices, increase our costs and severely disrupt our
business.
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Public scrutiny of internet privacy and security issues may result in increased regulation and
tightening industry standards, which could deter or limit us from providing our products and
services to our customers, thereby harming our businesses.

Regulatory requirements regarding the protection of such data 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, 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 require changes to these practices, the design of our websites, products and services, 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 data from our customers. Therefore, our
business could be harmed by any significant change to applicable laws, regulations or industry
standards or practices regarding the storage, use or disclosure of data our customers share with us, or
regarding the manner in which the express or implied consent of customers for such collection,
analysis and disclosure is obtained. Such changes may require us to modify our services, possibly in a
material manner, and may limit our ability to develop new kinds of services and features. If we are not
able to comply with the cybersecurity and data privacy requirements in a timely manner, or at all, we
may be subject to government enforcement actions and investigations, fines, penalties, suspension of
our non-compliant operations, among other sanctions, which could materially and adversely affect our
business and results of operations.

As we are expanding our operations, we may be subject to additional laws in other jurisdictions where
our customers and business partners are located. The laws, rules and regulations of other jurisdictions
may impose on us more stringent or conflicting requirements with harsh penalties for non-compliance
than those in the PRC, and the compliance with such requirements could require significant resources
and result in substantial costs.

Our ability to access, process and analyze data from various sources could be restricted, which may
in turn adversely impact our ability to deliver our services and solutions.

The optimal performance of our data analytics algorithms and our solutions built thereupon depends on
the breadth and depth of the data set that we process. We obtain the right to use and generate insights
from the de-identified data set through our solution and service offerings to participants in the
healthcare industry and we use the data set to enrich our knowledge graphs and develop and refine the
functions and features of our services and solutions. Our ability to access and use these types of data is
limited by a number of factors including:

®  cxisting law, regulations, policies and industry standards on privacy and data protection regimes
and on access, process and analysis of healthcare data by third parties retained and new
developments therein;

®  our ability to secure appropriate consent to use the data underlying our services and solutions in a
timely manner;

® user choices, including the mobile users’ modifications to privacy settings; and

® interruptions, failures or defects in our data aggregation, mining, analysis and storage systems.
Any of the above described limitations on our ability to successfully access, aggregate and analyze
data could materially impair the performance of our algorithms, which could make our solutions and

services less attractive to customers, result in damages to our reputation and a decline of our market
share.
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Pharmaceutical companies may reduce their spending on pharmaceutical R&D services and
adversely affect our Physician Research Assistance business.

The success of our Physician Research Assistance service, primarily consisting of our SMO service,
depends primarily on the number and size of service contracts with our customers, who are mostly
pharmaceutical companies. Over the past several years, we have benefited from increasing demand for
our services from our customers because of the continued growth of the global pharmaceutical market,
increasing research and development budgets of our customers, and a greater degree of outsourcing by
our customers. There can be no assurance that these industries will continue to grow at the rates we
expect. Any slowing or reversal of any of these trends could have a significant adverse effect on the
demand for our services. Furthermore, if investments in pharmaceutical industries were to decrease, the
demand for outsourced pharmaceutical R&D services from companies in such industries may also
decrease.

In addition to the foregoing industry trends, our customers’ willingness and ability to utilize our
services are also subject to, among other things, their own financial performance, changes in their
available resources, their capacity to acquire in-house discovery, testing, development or commercial
manufacturing, their spending priorities, their budgetary policies and practices, their ability to comply
with laws applicable to them, and their need to develop new pharmaceutical products. In addition,
consolidation in the industries in which our customers operate may have an impact on such spending as
our customers integrate acquired operations, including their R&D departments and their budgets.
Meanwhile, changes in relevant regulations and policies may also impact our Physician Research
Assistance services. For details, see “—Risks Relating to Government Regulation—Changes in laws,
government regulations or in practices relating to the pharmaceutical and biotechnology industries
could decrease demand for our Physician Research Assistance service, and compliance with new
regulations may result in additional costs.”

We may fail to attract, train, motivate and retain skilled pharmacists, CRCs, technical and project
management personnel in a cost-effective manner.

As the key to success of our business, we intend to continue to attract and retain skilled personnel.
However, as there is a limited supply of qualified personnel with the necessary experience and
expertise, we have to provide competitive compensation and benefits packages to attract and retain
talent. We cannot assure you that we will always be able to hire and retain the requisite number of
qualified personnel to keep pace with our anticipated growth while maintaining consistent service
quality. We may get exposure to the risk of continuous increase in staff expenses along with the
growth our business. In addition, we may not always be successful in training our professionals to
quickly adapt to technological advances, evolving standards and changing customer needs, and the
quality of our services may therefore be severely affected.

Our Physician Research Assistance service may suffer, if the clinical trials fail to enroll suitable
participants, or any of these participants incur personal injury or other harms from drugs tested on
them.

Our SMO service includes participant enrollment and management provided to pharmaceutical
companies. Leveraging our data insight, we are able to shorten the time required for locating adequate
participants. However, our participant enrollment services for clinical trials may nevertheless be
affected by a number of factors, some of which are beyond our control. Any failure to locate sufficient
participants in time may result in breach of service agreements, and further impair our reputation and
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relationship with pharmaceuticals. Factors that could impact our participants enrollment performance
include but not limited to the following:

® severity of the disease under investigation;

® total size and nature of the relevant participant population;

®  design and eligibility criteria for the clinical trial in question;

® perceived risks and benefits of the drug candidate under study;

® participant referral practices of doctors and hospitals;

®  availability of competing therapies also undergoing clinical trials;

®  our customers’ efforts to screen and recruit eligible participants;

® proximity and availability of clinical trial sites for prospective participants; and

® occurrence of any health epidemic or other public events, such as the COVID-19 outbreak, that
could deter participants from participating in clinical activities.

Some of our competitors may have ongoing clinical trials for drug candidates that treat the same
indications as the drug candidates tested by our pharmaceutical company clients. As a result,
participants who would otherwise be eligible for the clinical trials held by our customers may instead
enroll in the clinical trials of our competitors’ drug candidates, which may further elevate the
challenges we face.

Even if we enroll sufficient participants for our customers, our involvement as a recruiter in clinal
trials, which involve inherent risks of inflicting harm to the health of participating participants, could
expose us to potential claims, lawsuits, and liabilities. If any of these participants incur personal injury
or other harms from drugs tested on them, we as the recruiter may be brought into legal proceedings
claiming for damages, penalties or else. Any of these claims and actions could be time consuming and
costly to defend and distractive to our management, and, even if not founded or supported, could hurt
our reputation, harm our Physician Research Assistance business and adversely impact on our results
of operations.

Some of our service contracts of our Physician Research Assistance service are contingent on
successful completion of mutually agreed milestones, and we may bear financial risks related to our
failures to accomplish such milestones on schedule.

With respect to our Physician Research Assistance service, we generate fee income primarily for the
SMO services we provide. Under certain of our project-based contracts or work orders, we recognize
revenue upon completion of milestones, either in the form of pre-set steps, delivery and acceptance of
the study results and/or other deliverables or critical points in the drug discovery, development or
manufacturing process. Therefore, if we fail to deliver services in accordance with our contractual
requirements, experience cost overruns or underprice these contracts due to competitive pressures, we
could be subject to significant costs or liability and our reputation could be harmed. Furthermore, in
pricing our contracts, we take into consideration the market positioning of our services, prices of
comparable services offered by our competitors, the success of the project, degree of saturation of the
current market, market trends, complexities of the services required, costs and expenses of our services
and the timeline of the contract. However, our evaluation of these factors may be inaccurate or
incorrect. If we underprice our contracts or experience cost overruns, we may incur losses.
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If we fail to protect the intellectual property rights or confidential information of customers of our
Physician Research Assistance business, we will be subject to legal liabilities and our reputation
may be damaged.

Protection of intellectual property rights and confidential information associated with pharmaceutical
and biotechnology pharmaceutical R&D services is critical to all of our customers. Our customers
generally retain ownership of the intellectual property rights that they provide to us and those arising
from the services we provide. Our service agreements with our customers would typically require us to
exercise all reasonable precautions to protect the integrity and confidentiality of our customers’
confidential information. Our success therefore depends in substantial part on our ability to protect the
intellectual property rights and confidential information of our customers. Notwithstanding our efforts
to protect our customers’ intellectual property rights and confidential information, unauthorized parties
may still attempt to obtain and use such information that we regard as confidential. Any unauthorized
disclosure of our customers’ proprietary rights or confidential information could subject us to liability
for breach of contract and result in significant damage to our reputation and any remediation efforts
may significantly divert our management’s attention and resources from other activities.

We may be exposed to risks related to our access to the medical data of subjects enrolled in the
clinical trials.

We assist pharmaceutical companies to enter medical records in clinical trials. We are subject to our
duty of confidentiality under the service agreements, the relevant laws and regulations of jurisdictions
where we provide SMO service. Although we have taken measures to maintain the confidentiality of
the of subjects enrolled in clinical trials, including setting internal rules requiring our employees to
maintain the confidentiality of our subjects’ medical records, we cannot assure you that such measures
are effective in ensuring compliance with the relevant laws and regulations or that we are able to
prevent the enrolled subjects’ private or medical records being divulged without their consent. In
addition, clinical trials that we assisted also frequently involve professionals from third-party
institutions working on-site with our staff and enrolled subjects. We cannot ensure that such persons
will always dully perform their obligation of confidentiality.

If our Physician Research Assistance service quality does not meet physicians and pharmaceutical
companies’ evolving needs, or if we fail to meet pharmaceutical companies’ inspections, they may
not continue to purchase our services.

We believe service quality and satisfactions of physicians and pharmaceutical companies are among
the most important factors for our Physician Research Assistance business growth today. We believe
our strong execution capabilities and quality services are widely recognized by physicians and
pharmaceutical companies. However, we cannot assure you that we will always be able to deliver
quality services that meet our physicians’ and pharmaceutical companies’ evolving needs. If physicians
determine our capabilities to provide research solutions insufficient to meet their needs, we may not be
able to integrate physicians into our service networks. In addition, if our customers determine that their
expenditures on our Physician Research Assistance services do not generate expected results, they may
allocate a portion or all of their budgets to our competitors, and reduce or terminate their business with
us. Therefore, we cannot assure you that pharmaceutical companies that have utilized our services in
the past will continue to spend at similar levels, or that they will continue to use our Physician
Research Assistance services at all in the future. We may not be able to replace pharmaceutical
companies which decrease or cease their purchase of our services with new customers that spend at
similar levels or more on our services.
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Furthermore, our pharmaceutical company customers are entitled to review our standard operating
procedures and records pertaining to our Physician Research Assistance services and inspect the
facilities used to render our services to such customers. We cannot assure you that we will be able to
pass all such customer audits and inspections. Failure to pass any of such audits or inspections to
pharmaceutical companies’ satisfaction could significantly harm our reputation and result in
termination of ongoing drug development projects with our customers.

Our Health Insurance Services are significantly affected by the future prospects of insurance
brokerage and agency industry, which is rapidly evolving.

Our Health Insurance Services, in particular our insurance brokerage service, is highly dependent on
the future growth and proliferation of third-party insurance brokerage and health management service
industries in China, which could be affected by many factors beyond our control.

Third-party insurance brokerage industry in China could be affected by, from the insurance carrier
side, the close integration with and improvements in online infrastructure and technology, efficient
access to insurance consumers, consumer base and insights, consumer acquisition costs and the
separation of insurance product design and sales; and from the consumer side, by the continued
formation of consumers’ online insurance policy purchasing habits, the selection, price and popularity
of insurance products offered by insurance carriers, the demand for convenience, the reliability and
security of third-party insurance brokerage platforms and online insurance policy buying or claim
settlement experience. In addition, third-party insurance brokerage industry may also be affected by the
overall prosperity of health and life insurance industry.

In addition, health management service industry in China could be affected by (i) internal factors
including our accessibility and ability to manage the large volume of medical records from various
sources and our ability to maintain and expand our clinic and hospital network; as well as (ii) external
factors including the medical costs borne by patients, development of self-discipline conventions
driven by industry leaders, and the coverage of the national basic medical insurance provided by the
Chinese government and regulatory policies.

Our revenue and profitability generated from Health Insurance Services might be adversely
impacted if the commission level of our insurance brokerage service declines.

We provide member-oriented health insurance services, with an offering of full-spectrum health
management services and differentiated and specialized health insurance plans. Revenues are primarily
from commission fees paid by the insurance carriers whose insurance policies our consumers purchase.
The commission fee rates are negotiated between insurance carriers and us. Commission fee rates and
premiums can change based on the prevailing economic, regulatory, taxation and competitive factors
that affect insurance carriers. These factors, which are beyond our control, include the capacity of
insurance carriers to place new business, profits of insurance carriers, consumer demand for insurance
products, the availability of comparable products from other insurance carriers at lower costs, and the
availability of alternative insurance products, such as government benefits and self-insurance plans, to
consumers. In addition, premium rates for certain insurance products are tightly regulated by the China
Banking and Insurance Regulatory Commission (“CBIRC”). Because we do not determine, and cannot
predict, the timing or extent of premium or commission fee rate changes, we cannot predict the effect
any of these changes may have on our operations. Any decrease in premiums or commission fee rates
may significantly affect our profitability.
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Our ability to enable direct settlement by the public health insurance system is critical to our
Specialty Pharmacy Business.

Our ability to enable direct settlement by public health insurance for our medical services is critical to
our specialty pharmacy service. 76 of our specialty pharmacies are designated pharmacies for social
medical insurance, accounting for approximately 74% of all our specialty pharmacies. In addition, 47
of our specialty pharmacies have obtained the social medical insurance “dual-channel” qualification
for major diseases (“KHHEMEMEE L") from local health insurance bureaus, allowing our
customers to enjoy the same reimbursable rate for medicines with those purchased from medical
institutions. However, there is no assurance that we can successfully retain the current social security
authorization or expand its reach to other specialty pharmacies. If we fail to retain the authorization or
if the public health agency tightens the authorization requirements which we are able to meet, the
performance of our specialty pharmacy business may be adversely affected. In addition, there is no
assurance that the public health agencies will not negotiate for more favorable terms for them in the
future. Under such circumstances, we may have to agree to less favorable terms so as to maintain our
ongoing cooperative relationships with the public health agencies, which may weaken our capability to
enable direct settlement by the public health insurance system.

We may fail to co-develop insurance products together with insurance carriers that are appealing to
our members.

We co-developed health insurance products with insurance carriers, which constitutes a key service
line of our Health Insurance Services business. During the Record Tracking Period, our revenue
generated from Health Insurance Services business has significantly increased. In 2019, 2020, 2021
and the six months ended June 30, 2022, we recorded revenue from Health Insurance Services business
of RMB2.2 million, RMB32.0 million, RMB92.6 million and RMB92.1 million, respectively.
However, we cannot assure you that we can maintain the such growth potential. In particular, we may
fail to co-develop and optimize innovative health insurance products with insurance carriers to meet
the diversified and evolving healthcare needs of our members, or we may make false prediction on the
future trend, which will cause our future products less appealing to consumers. In addition, our current
growth rely on the policy support from local governments. However, we cannot assure you that we will
be able to continuously obtain policy support or maintain the collaborative relationship with local
governments.

We may lose our key customers in the future.

We cannot assure you that we will be able to maintain or strengthen our relationships with our key
customers, or that our key customers will continue to engage us for significant service contracts.
Furthermore, we may not be able to realize all of the anticipated future revenue associated with our
contracted future revenue. If there is any significant cutback in spending for our pharmaceutical R&D
services by our key customers due to industry consolidation, deterioration of their financial conditions,
research and development budget cuts, pending regulatory approvals or other reasons and we are
unable to obtain suitable service contracts of comparable size and terms as replacement.

We collaborate with third parties to provide services to our customers, and any failure or
interruption in or withdrawal of the services provided by these third parties could lead to a material
disruption in our operations and negatively impact our relationships with customers.

Our ability to maintain stable customer base and maintain superior customer experience is dependent
on the development and maintenance of services provided by third parties, such as medical service
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providers, online hospital service providers, the IT infrastructures, cloud services, payment processing,
telecommunications services, delivery services and other services. Interruptions to or failures in
services provided by the third-parties could affect our ability to provide high-quality customer
experience. These interruptions may be due to events that are beyond our control or the control of these
third parties, such as inclement weather, natural disasters, virus outbreaks, transportation disruptions or
labor unrest. In addition, if the third parties we collaborate with fail to comply with their contractual
obligations or applicable rules and regulations in China, their services may be materially and adversely
affected, which in turn will impair our business. For example, doctors and other health service
providers in our network may provide sub-standard services or mishandle personal information, which
could subject us to complaints from our customers. As we source health services from third-party
providers, we have limited control over them as well the quality of their services. There can be no
assurance that our risk management procedures will be sufficient to monitor their performance and
control the quality of their work. We cannot rule out the possibility that they may inaccurately record
or categorize medical records and personal information, which may in turn compromise the quality of
our services. In the event that third-party health service providers fail to comply with their contractual
obligations or applicable laws and regulations in relation to the provision of our health services, our
customer experience could deteriorate, and we may suffer as a result of any actual or alleged
misconduct by them. We may not be able to find alternative companies to provide services in a timely
and reliable manner, or at all. Any significant delay in provision of services by these third parties, or
the unavailability of alternative providers could hinder our business plan.

Risks Relating To Government Regulations

We may fail to comply with the strict regulatory requirements and approvals and evolving industry
standards in the PRC healthcare industry.

Our business is subject to evolving industry standards, governmental supervision and regulation by
various PRC governmental authorities, including, but not limited to, the NMPA, the State
Administration for Market Regulation, or the SAMR, the NHC, the China Banking and Insurance
Regulatory Commission, the Ministry of Commerce of the People’s Republic of China, or the
MOFCOM, the MIIT, the Cyberspace Administration of China, or the CAC, and the corresponding
local regulatory authorities. Such government authorities promulgate and enforce laws and regulations
that cover a variety of business activities that our operations concern, such as retail, sales and operation
of pharmaceutical, medical devices and health foods, insurance brokerage services, provision of
internet information, and advertisement, among other things. These regulations in general regulate the
entry into, the permitted scope of, as well as approvals, licenses, permits, filings and registrations for,
the relevant business activities.

In addition to obtaining necessary approvals, licenses and permits for conducting our business, we
must comply with relevant laws, regulations and evolving industry standards. Our businesses, such as
pharmaceutical sale, are subject to various and complex laws and regulations, extensive government
regulations and supervision. We may not be fully informed of all and new requirements under relevant
laws and regulations in a timely manner, and even if we become aware of new requirements, due to
uncertainties in their interpretations and implementation, it will be difficult for us to determine what
actions or omissions would be deemed as violations of applicable laws and regulations. We may also
not be able to respond to evolving laws and regulations and take appropriate action in time to adjust
our business model. As a result, we may be in violation or non-compliance with such laws and
regulations.
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We are subject to extensive and evolving regulatory requirements, non-compliance with which, or
changes in which, 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 the Internet, healthcare, digital
health and digital medical service industries. Various regulatory authorities of the PRC government are
empowered to promulgate and implement regulations governing broad aspects of these industries. Any
violation of the relevant laws, rules and regulations may result in harsh penalties and, under certain
circumstances, lead to criminal prosecution.

Meanwhile, the regulations of both the Internet industry and its digital medical service sector are
relatively new and evolving, and their interpretation and enforcement involve significant uncertainty.
As a result, under certain circumstances, it may be difficult to determine what actions or omissions
would be deemed in violation of applicable laws and regulations. In a regulatory climate that is
uncertain, our operations may be subject to direct and indirect adoption, expansion or reinterpretation
of various laws and regulations. Compliance with these future laws and regulations may require us to
change our business models and practices at an undeterminable and possibly significant financial cost.
We have identified what we believe are the primary areas of government regulation that, if changed,
would be costly to us. These areas include, but are not limited to, value-added telecommunications
services, sales, supply, distribution and advertising of pharmaceutical products and medical devices,
internet advertising, cybersecurity and confidentiality of customer information. There could be other
laws and regulations applicable to our business that we have not identified or that, if changed, may be
costly to us, and we cannot predict all the ways in which implementation of such laws and regulations
may affect us.

Changes in laws, government regulations or in practices relating to the pharmaceutical and
biotechnology industries could decrease demand for our Physician Research Assistance service, and
compliance with new regulations may result in additional costs.

The SMO service market is subject to influence of relevant regulations. Recently, there is a trend of
enhanced regulations. On November 15, 2021, the Center for Drug Evaluation of the NMPA issued the
“Guiding Principles for Clinical Value-Oriented Clinical Research and Development of Antitumor
Drugs” ( CUARE IR (EL /5 5 10] AY40 IR SE9 R R DF 881555 1) ) with the purpose to better address the
needs of patients and to promote the clinical value-oriented R&D of anti-tumor drugs. Such regulations
expose our Physician Research Assistance service to higher requirements and the uncertainties as to
the interpretation and application of these laws and regulations may have a material impact to our
operation and business. Changes in laws, regulations or in practices relating to the pharmaceutical and
biotechnology industries, such as a relaxation in regulatory requirements, or the introduction of
simplified drug approval procedures that lower the entry barrier for potential competitors, or changes
in regulatory requirements may make our services less competitive, could eliminate or substantially
reduce the demand for our services. Since 2016, there has been a significant rise in outsourcing
opportunities in China as a result of significant regulatory challenges. However, we cannot assure you
that there will be no adverse regulatory changes in the PRC, or the regulatory changes in the PRC that
have benefitted our business during the Track Record Period will continue to benefit our business
going forward.

In addition, under current regulatory requirements of the PRC, in order to introduce a drug approved
overseas into the PRC market, such drug must be registered as an imported drug, otherwise the
development process of such drug must be repeated in the PRC, either of which could take several
years of work. By engaging us, pharmaceutical and biotechnology companies are able to conduct the
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required development process in order to obtain the regulatory approval in the PRC. If the PRC ever
streamlines, expedites or simplifies its regulatory procedures, certain of our customers’ demand for our
services may decrease.

We or our Directors or senior management may from time to time become party to litigation, other
legal or administrative disputes and proceedings.

Our business operations entail substantial litigation and regulatory risks, including the risk of lawsuits
and other legal actions relating to medical disputes, fraud and misconduct, sales and services and
control procedures deficiencies, as well as the protection of personal and confidential information of
our customers and business partners, among others. We may be subject to claims and lawsuits in the
ordinary course of our business. We may also be subject to inquiries, inspections, investigations and
proceedings by relevant regulatory and other governmental agencies. Actions brought against us may
result in settlements, injunctions, fines, penalties or other results adverse to us. Even if we are
successful in defending ourselves against these actions, the costs of such defense may be significant to
us. A significant judgment or regulatory action against us or a material disruption in our business
arising from adverse adjudications in proceedings against our directors, officers or employees would
have a material adverse effect on us. In addition, events or activities attributed to our Directors or
senior management, and related publicity, whether or not justified, may affect their ability or
willingness to continue to serve our Company or dedicate their efforts to our Company and negatively
affect our brand and reputation.

We are subject to limitations in promoting healthcare-related services and products.

We are subject to certain limitations in promoting healthcare-related services and products. In the
provision of our medical and healthcare services, we and other related third parties have to comply
with rules and regulations that restrict the promotion or dissemination of information about the
professional healthcare services and practice provided by licensed doctors, and the publication or
marketing efforts for the predominant purpose of promoting the products or services of doctors to
customers or potential customers. Such restrictions may affect our ability to further enhance our brand
recognition or secure new business opportunities in the future.

Furthermore, there can be no assurance that our existing practices of monitoring our information
dissemination process and publication would continue to be effective. Should there be any change in
the relevant rules and regulations, or change of interpretation thereof, we and other relevant third
parties may be regarded as breaching the relevant rules and regulations and may be subject to
regulatory penalties or disciplinary actions, which may materially and adversely affect our business
and reputation.

Our co-development of health insurance plans with insurance carriers is subject to regulation and
administration by CBIRC.

Our co-development of health insurance plans with insurance carriers is subject to regulation and
administration by CBIRC. For example, the insurance terms and premium rates of our health insurance
plans are subject to regulations by CBIRC. Changes in the regulations relating to insurance industry
may affect our profitability on the products we sell. In addition, the evolving laws and regulations may
limit our innovative initiatives on product development and design, the lack of which will affect our
growth and development as we aim to achieve. We may subject to administrative or legal proceedings
regarding our insurance plans along with the expansion of such business.
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Failure, by us or our insurance carrier partners, to comply with any of the laws, rules and regulations to
which we are subject could result in fines, penalties, or the restrictions on our Health Insurance
Services business, which could materially and adversely affect us. As some of the laws, rules and
regulations that we are subject to are relatively new, there is uncertainty regarding their interpretation
and application. In addition, the laws, rules and regulations under which we are regulated may change
from time to time. We cannot assure you that future legislative or regulatory changes, including
deregulation, would not have a material adverse effect on our Health Insurance Services business.

We may be subject to claims under consumer protection laws, including health and safety claims
and product liability claims, if property or people are harmed by the products and services offered by
us.

The PRC government, media outlets and public advocacy groups are increasingly focused on consumer
protection. As one of our major business arms, we are selling pharmaceutical and healthcare products
and services. Such activities pose increasing challenges to our internal control and compliance systems
and procedures, including our control over and management of third-party service personnel, and
expose us to substantial increasing liability, negative publicity and reputational damage arising from
consumer complaints, harms to personal health or safety or accidents involving products or services
offered by us.

We are subject to changing laws and regulations regarding corporate governance and public
disclosure that have increased both our costs and the risk of non-compliance.

We are or will be subject to rules and regulations by various governing bodies, including, for example,
the Hong Kong Stock Exchange, which together with the SFC is charged with the protection of
investors and the oversight of companies whose securities are publicly traded, the various regulatory
authorities in China, Hong Kong and the Cayman Islands, and to new and evolving regulatory
measures under applicable law. Our efforts to comply with new and changing laws and regulations
have resulted in and are likely to continue to result in, increased general and administrative expenses
and a diversion of management time and attention from revenue-generating activities to compliance
activities. Moreover, because these laws, regulations and standards are subject to varying
interpretations, their application in practice may evolve over time as new guidance becomes available.
This evolution may result in continuing uncertainty regarding compliance matters and additional costs
necessitated by ongoing revisions to our disclosure and governance practices. If we fail to address and
comply with these regulations and any subsequent changes, we may be subject to penalty and our
business may be harmed.

Failure to comply with anti-corruption laws and regulations, or effectively manage our employees,
affiliates and business partners such as suppliers and merchants, could severely damage our
reputation, and materially and adversely affect our business.

We are subject to risks in relation to actions taken by us, our employees, affiliates, suppliers, or third-
party merchants that constitute violations of the anti-corruption laws and regulations. There have been
several instances of corrupt practices in the pharmaceutical industry, including, among other things,
receipt of kickbacks, bribes or other illegal gains or benefits by pharmacies, hospitals and medical
practitioners from manufacturers, distributors and retail pharmacies in connection with the prescription
of pharmaceutical products. While we adopt strict internal procedures and work closely with relevant
government agencies to ensure compliance of our business operations with relevant laws and
regulations, our efforts may not be sufficient to ensure that we comply with relevant laws and
regulations at all times. If we, our employees, affiliates, suppliers, third-party merchants or other
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business partners violate these laws, rules or regulations, we could be subject to fines and/or other
penalties. In the case of our retail pharmacy business, the products involved may be seized and our
operations may be suspended. Actions by PRC regulatory authorities or the courts to provide an
interpretation of PRC laws and regulations that differs from our interpretation or to adopt additional
anti-bribery or anti-corruption related regulations could also require us to make changes to our
operations. Our reputation, corporate image, and business operations may be materially and adversely
affected if we fail to comply with these measures or become the target of any negative publicity as a
result of actions taken by us, our employees, affiliates, suppliers or marketplace merchants.

Our listing may be impeded and our business operations may be adversely affected by the Measures
for Cyber Security Reviews or the Regulation on the Administration of Cyber Data Security (Draft
for Comments).

On December 28, 2021, the CAC, jointly with the other 12 governmental authorities, promulgated the
Measures for Cyber Security Review (##%% 28 & HHE), or the MCSR, which took effective since
February 15, 2022. Article 7 of the MCSR stipulates that an online platform operator which possesses
personal information of over one million users and intends to “list abroad ([# 4 _1-17)” shall be subject
to cyber security review. However, the MCSR provides no further explanation or interpretation for
“online platform operator” and “list abroad (1%t 1-1{7)”, and does not stipulate that an online platform
operator which intends to list in Hong Kong shall be subject to cyber security review. Given that (i) the
expression used in the MCSR is “list abroad (Ed%h I-1{7) ” rather than “offshore listing”, and (ii)
according to the Exit and Entry Administration Law of the PRC ("% A R ILAIE 55 A B8 %),
Hong Kong is not a country or region outside of the PRC, as long as there is no specific explanation to
include Hong Kong in the scope of “abroad (E4%})” in the future, our PRC Legal Advisers are of the
view that the Listing is unlikely to be considered as “listing abroad” and thus we have no obligation to
proactively apply for cyber security review for our application for the Listing under Article 7 of the
MCSR. Furthermore, pursuant to Article 2 of the MCSR, critical information infrastructure operators
that intend to purchase internet products and services and online platform operators engaging in data
processing activities, that affect or may affect national security, shall be subject to cyber security
review. The MCSR further elaborates on the factors to be considered when assessing national security
risks of the relevant objects or situations, see “Regulations Overview—Regulations relating to Internet
Security” for more details. Given that (i) we do not carry out business outside the PRC, nor do we
provide any personal information outside the PRC; (ii) we had not been determined or identified as a
“critical information infrastructure operator” by any governmental authorities as of the Latest
Practicable Date, and we believe that we do not engage in any data processing activities that affect or
may affect national security; and (iii) as of the Latest Practicable Date, we had not been involved in
any investigations on cyber security review made by the CAC, and we had not received any inquiry,
notice, warning, or sanctions in such respect, we believe that the MCSR will not have material adverse
impact on our business operations.

However, the MCSR also grants the member organization of the cyber security review mechanism the
right to initiate cyber security review without application, if any of them has reason to believe that any
internet products, services or data processing activities affect or may affect national security. The PRC
government authorities may have broad discretion in the interpretation of “affect or may affect national
security”. If any internet products, services or data processing activities of us are deemed to “affect or
may affect national security” by the PRC government authorities under its broad discretion, we may be
subject to cyber security review. If we fail to pass such cybersecurity review, our listing may be
impeded and/or our business operations may be adversely affected.
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On November 14, 2021, the CAC promulgated the Regulation on the Administration of Cyber Data
Security (Draft for Comments) (48 #%%d5 22 42 5 (9 (0K 2 5#)), or the Draft Cyber Data Security
Regulation. In accordance with the Draft Cyber Data Security Regulation, data processors shall, in
accordance with relevant state provisions, apply for cyber security review when carrying out activities
including (i) seeking to be listed in Hong Kong that affect or may affect national security and (ii) other
data processing activities that affect or may affect national security. The Draft Cyber Data Security
Regulation has not taken effect, and it is uncertain as to the definition and interpretation of key terms in
the Draft Cyber Data Security Regulation, the standard of review to be adopted and potential
consequences. Especially, the Draft Cyber Data Security Regulation 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 Advisers, the PRC government authorities may have broad
discretion in the interpretation of “affect or may affect national security”. We believe that we have not
engaged in any data processing activities that affect or may affect national security and thus we are
unlikely to be deemed as a data processor that affect or may affect national security. Therefore, even if
the Draft Cyber Data Security Regulation is implemented in its current form before our listing, the
Listing is expected not to be materially and adversely affected. In addition, if the Draft Cyber Data
Security Regulation were implemented in its current form, we believe that our business operations will
not be materially and adversely affected and there are no substantive obstacles for us to fulfill the
obligations that may be applicable to us, on the basis that (i) as of the Latest Practicable Date, we had
not been subject to any material fines or administrative penalties, mandatory rectifications, or other
sanctions by any competent authorities in relation to the infringement of cyber security and data
protection laws and regulations; and there is no material leakage of data or personal information or
violation of cyber security and data protection and privacy laws and regulations by us which will have
a material adverse impact on our business operations; (ii) we had not been involved in any
investigations on cyber security review initiated by the CAC and nor had we received any inquiry,
notice, warning, or sanctions in such respect; (iii) we had implemented effective cyber security and
data protection policies, procedures, and measures to ensure secured storage and transmission of data
and prevent unauthorized access or use of data; and (iv) we will continuously pay close attention to the
legislative and regulatory development in cyber security and data protection, maintain ongoing
communication with relevant government authorities and implement all necessary measures in a timely
manner to ensure continuous compliance with relevant laws and regulations. Based on the aforesaid,
our PRC Legal Advisers do not foresee any material impediment for us to take measures for
compliance with Draft Cyber Data Security Regulation in all material respects.

However, if we were deemed as a data processor that “affect or may affect national security” by the
PRC government authorities under its broad discretion, we may be subject to cyber security review. If
we fail to pass such cyber security review, our listing may be impeded, our business operations may be
adversely affected, and/or we may be subject to other severe penalties and/or action by the competent
government authority.

Risks Relating To Our Intellectual Property Rights

We may not be able to prevent others from unauthorized use of our intellectual property, which
could harm our business and competitive position.

We regard our trademarks, copyrights, domain names, know-how, proprietary technologies, and
similar intellectual property (which we have ownership or legal rights to use) as critical to our success,
and we rely on a combination of intellectual property laws and Contractual Arrangements, including
confidentiality, invention assignment and non-compete agreements with our employees and others, to
protect our proprietary rights. Although we are not aware of any copycat websites that attempt to cause
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confusion or diversion of traffic from us at the moment, we may become an attractive target to such
attacks in the future because of our brand recognition in pharmaceutical and healthcare industries in
China. Despite these measures, any of our intellectual property rights could be challenged, invalidated,
circumvented or misappropriated, or such intellectual property may not be sufficient to provide us with
competitive advantages. Further, because of the rapid pace of technological change in our industry,
parts of our business rely on technologies developed or licensed by third parties, and we may not be
able to obtain or continue to obtain licenses and technologies from these third parties on reasonable
terms, or at all.

Statutory laws and regulations are subject to judicial interpretation and enforcement and may not be
applied consistently due to the lack of clear guidance on statutory interpretation. Confidentiality,
invention assignment and non-compete agreements may be breached by counterparties, and there may
not be adequate remedies available to us for any such breach. Accordingly, we may not be able to
effectively protect our intellectual property rights or to enforce our contractual rights in China. Policing
any unauthorized use of our intellectual property is difficult and costly and the steps we take may be
inadequate to prevent the infringement or misappropriation of our intellectual property. In the event
that we resort to litigation to enforce our intellectual property rights, such litigation could result in
substantial costs and a diversion of our managerial and financial resources, and could put our
intellectual property at risk of being invalidated or narrowed in scope. We can provide no assurance
that we will prevail in such litigation, and even if we do prevail, we may not obtain a meaningful
recovery. In addition, our trade secrets may be leaked or otherwise become available to, or be
independently discovered by, our competitors.

We may be subject to intellectual property infringement claims, which may be expensive to defend
and may disrupt our business and operations.

We cannot be certain that our operations or any aspects of our business do not or would not infringe
upon or otherwise violate patents, copyrights or other intellectual property rights held by third parties.
We have been, and from time to time in the future may be, subject to legal proceedings and claims
relating to the intellectual property rights of others. In addition, there may be other third-party
intellectual property that is infringed by our products, services or other aspects of our business. There
could also be existing patents of which we are not aware that our products may inadvertently infringe.
There can be no assurance that holders of patents purportedly relating to some aspect of our technology
platform or business, if any such holders exist, would not seek to enforce such patents against us in the
PRC or any other jurisdictions as applicable. Furthermore, the application and interpretation of patent
laws and the procedures and standards for granting patents in the PRC are still evolving and are
uncertain, and there can be no assurance that courts or regulatory authorities in China would agree with
our analysis. If we are found to have violated the intellectual property rights of others, we may be
subject to liability for our infringement activities or may be prohibited from using such intellectual
property, and we may incur licensing fees or be forced to develop alternatives of our own. In addition,
we may incur significant expenses, and may be forced to divert management’s time and other
resources from our business and operations to defend against these third-party infringement claims,
regardless of their merits. Successful infringement or licensing claims made against us may result in
significant monetary liabilities and may materially disrupt our business and operations by restricting or
prohibiting our use of the intellectual property in question.

57



RISK FACTORS

Risks Relating To Our Financial Position and Need for Additional Capital
We may not be able to obtain additional capital when desired, on favorable terms or at all.

We may require additional cash resources if we incur operating losses or for future growth and
development of our business, including any investments or acquisitions we may decide to pursue. If
our cash resources are insufficient to satisfy our cash requirements, we may seek to issue additional
equity or debt securities or obtain new or expanded credit facilities. Our ability to obtain external
financing in the future is subject to a variety of uncertainties, including our future financial condition,
results of operations, cash flows, share price performance, liquidity of international capital and lending
markets and the PRC governmental regulations over foreign investment and the PRC healthcare
industry. In addition, incurring indebtedness would subject us to increased debt service obligations and
could result in operating and financing covenants that would restrict our operations. There can be no
assurance that financing would be available in a timely manner or in amounts or on terms favorable to
us, or at all. Any failure to raise needed funds on terms favorable to us, or at all, could severely restrict
our liquidity. Moreover, any issuance of equity or equity-linked securities could result in significant
dilution to our existing shareholders.

We are subject to credit risk with respect to trade receivables and contract assets.

As of December 31, 2019, 2020, 2021 and June 30, 2022, we recorded trade and bills receivables of
RMB38.7 million, RMB44.6 million, RMB171.2 million and RMB258.0 million, respectively, and
contract assets of RMB50.4 million, RMB73.4 million and RMB103.3 million and RMB110.7 million,
respectively. As of December 31, 2019, 2020, 2021 and June 30, 2022, our turnover days of trade
receivables from Physician Research Assistance service were 38 days, 48 days, 49 days and 73 days,
respectively. Nevertheless, there can be no assurance that all such amounts due to us would be settled
on time, or that such amounts will not continue to increase in the future. Accordingly, we face credit
risk in collecting trade receivables and contract assets mainly due from our Physician Research
Assistance customers. Our performance, liquidity and profitability would be adversely affected if
significant amounts due to us are not settled on time, substantial impairment is incurred or if any of
these customers goes bankruptcy or undergoes credit deterioration.

Our results of operations, financial conditions, and prospects may be adversely affected by fair value
changes of our financial assets which is subject to the uncertainties in accounting estimates.

During the Track Record Period, we had certain financial assets at fair value through profit or loss,
primarily consisting of money market fund investment and wealth management products we
purchased, comprising short-term or low-risk financial products. The expected rate of return ranged
from 1.40% to 4.90% per annum. As a result, we are exposed to credit risk in relation to the financial
assets, which may adversely affect our net changes in the fair value. The financial assets at FVTPL are
stated at fair value, and net changes in the fair value are recorded as other gains or losses, thus directly
impacting our results of operations. We cannot assure you that market conditions and regulatory
environment will create fair value gains and we will not incur any fair value losses on our financial
assets at fair value through profit or loss in the future. Our results of operations, financial condition and
prospects may be adversely affected if we incur such fair value losses.

Furthermore, as we measure our financial assets at their fair value which is measured based on the
presumption that the transaction to sell an asset or transfer the liability takes place either in the
principal market for the asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. We have adopted IFRS 9, which is effective for the
period beginning on or after January 1, 2018 throughout the Track Record Period. The equity
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investments at fair value through profit or loss are measured using the assumptions that market
participants would use when pricing such equity investments, assuming that market participants act in
their economic best interest. As such, we believe that our equity investments at fair value through
profit or loss are subject to the uncertainties of accounting estimates and therefore warrant particular
attention. In addition, we are exposed to risk of interest rate fluctuation relating to the wealth
management products we invested in and may not be able to maintain the interest rate level that we
currently have.

All assets and liabilities for which fair value is measured are categorized within the fair value
hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole: (i) level 1 financial assets and liabilities, which refer to quoted (unadjusted)
market prices in active markets for identical assets or liabilities, (ii) level 2 financial assets and
liabilities, which refer to valuation techniques for which the lowest level input that is significant to the
fair value measurement is directly or indirectly observable, and (iii) level 3 financial assets and
liabilities, which refer to valuation techniques for which the lowest level input that is significant to the
fair value measurement is unobservable. As of December 31, 2019, 2020, 2021 and June 30, 2022, we
recorded financial assets at fair value through profit or loss of RMB391.3 million, RMB38.1 million,
RMB1,067.3 million and nil, respectively. In 2019, 2020, 2021 and the six months ended June 30,
2022, we realized gains on the financial assets at fair value through profit or loss of RMB 4.4 million,
RMB 8.8 million, RMB25.7 million and RMB10.3 million.

Our results of operations, financial condition and prospects may be adversely affected by fair value
changes in our convertible redeemable preferred shares at fair value through profit or loss due to
the use of unobservable input.

During the Track Record Period, we issued convertible redeemable preferred shares, all of which are
designated as financial liabilities at fair value through profit or loss. The assessment of fair value of our
convertible redeemable preferred shares requires the use of inputs including discount rate, risk-free
interest rate, volatility and discount for lack of marketability. Changes of these inputs will change the
fair value of our convertible redeemable preferred shares. In 2019, 2020, 2021 and six months ended
June 30, 2022, our fair value losses on convertible redeemable preferred shares was RMB320.1
million, RMB657.3 million, RMB3,048.4 million and RMB85.1 million, respectively. We expect
continued fluctuation in the fair value of convertible redeemable preferred shares after June 30, 2022 to
the Listing Date. In addition, the fair value of our convertible redeemable preferred shares at fair value
through profit or loss is subject to the foreign exchange fluctuations. Depreciation of Renminbi against
U.S. dollar would cause an increase in the fair value loss of this item, which would adversely impact
our profitability and results of operations. After the automatic conversion of the convertible
redeemable preferred shares into Shares upon the Listing, which will result in a net asset position, we
do not expect to recognize any further loss or gain on fair value changes from the convertible
redeemable preferred shares in the future. If we incur such fair value losses, our results of operations,
financial condition and prospects may be adversely affected. In addition, fair value of such convertible
redeemable preferred shares is estimated based on unobservable inputs. The actual changes of any
unobservable input may result in changes of the valuation of such shares, any decrease of which may
adversely affect our financial conditions.

We have granted, and may continue to grant, share incentives, which may result in increased share
based payment compensation and negatively impact our results of operations.

We have adopted 2017 global share plan and restricted share unit scheme to provide additional
incentives to employees, directors and consultants. In 2019, 2020, 2021 and the six months ended
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June 30, 2022, we incurred share-based payment compensation of RMB21.7 million, RMB114.0
million, RMB298.7 million and RMB105.7 million, respectively. We believe the granting of share-
based payment compensation is of significant importance to our ability to attract and retain key
personnel and employees, and we will continue to grant share incentives to employees in the future. As
a result, our expenses associated with share-based payment compensation may increase, which may
have an adverse effect on our results of operations.

We may face impairment losses for our goodwill and intangible assets.

In order to expand our operations and global presence, we have undertaken a series of acquisitions in
the past. We acquired two specialty pharmacy operators in 2019 and one specialty pharmacy operator
in 2021. In practice, many companies acquire other companies and pay a consideration that exceeds the
fair value of identifiable assets and liabilities that the acquired company possesses, the difference
between the purchase price and the fair value of acquired assets is recorded as a goodwill. The carrying
amount of our goodwill were RMB42.1 million, RMB42.1 million, RMB79.8 million and RMB79.8
million at December 31, 2019, 2020, 2021 and June 30, 2022, respectively. In addition, we have other
intangible assets of RMB45.7 million, RMB47.4 million, RMB61.5 million and RMB60.1 million as
of the same date, respectively. See note 16 and 18 to the Accountants’ Report in Appendix I in this
document for details.

While we did not recognize impairment loss for goodwill and intangible assets during the Track
Record Period, we cannot assure you that there will be no such charges in the future. In particular, the
failure to achieve financial results commensurate with our goodwill and/or intangible assets estimates
may adversely affect the recoverability of such goodwill and/ or intangible assets, and in turn result in
impairment losses. As we carry a substantial balance of goodwill and intangible assets, any significant
impairment losses charged against our goodwill and/or intangible assets could have a material adverse
effect on our business, financial Condition and results of operations.

If we fail to perform our contract obligations, our business, results of operations and financial
condition may be materially and adversely affected.

As of December 31, 2019, 2020, 2021 and June 30, 2022, we had contract liabilities of RMB59.6
million, RMB105.9 million, RMB167.3 million and RMB166.3 million, respectively, which were
generally in line with our business growth. Our contract liabilities primarily arose from the SMO
service.

If we fail to fulfill our obligations with respect to our contract liabilities, we may not be able to convert
such contract liabilities into revenues as expected, and our customers may even request to cancel their
agreements with us, which may lead to customer dissatisfaction or even disputes with us. Furthermore,
if we fail to fulfill our obligations with respect to our contract liabilities, customers may request not to
prepay us in the future. Any of the circumstances could materially and adversely affect out our
business, results of operations, cash flow and liquidity condition.

Risks Relating to Our General Operation

Our success depends on the continued efforts of our senior management and key employees and our
business may be severely disrupted if we lose their services.

Our future success depends heavily upon the continued services of our senior management and our key
employees. Accordingly, we believe that our ability to attract and retain key personnel is a critical
factor in our competitiveness. Competition for these individuals could require us to offer higher
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compensation and other benefits in order to attract and retain them, which could increase our operating
expenses. If we are unable to attract or retain the personnel required to achieve our business objectives,
our business could be severely disrupted.

We do not maintain key-person insurance for members of our management team. If we lose the
services of any senior management, we may not be able to identify suitable or qualified replacements,
and may incur additional expenses to recruit and train new personnel, which could severely disrupt our
business and prospects and prolong our expansion strategies and plans. Furthermore, if any of our
executive officers joins a competitor or forms a competing company, we may lose a significant number
of our existing consumers and potentially lose our substantial research and development achievements.

We may not be able to detect or prevent fraud or other misconduct committed by our employees or
third parties.

Fraud or other misconduct by our employees, such as unauthorized business transactions, bribery and
breach of our internal policies and procedures, or by third parties, such as breach of law, may be
difficult to detect or prevent. It could subject us to financial loss and sanctions imposed by
governmental authorities while seriously damaging our reputation. This may also impair our ability to
effectively attract prospective customers, develop customer loyalty, obtain financing on favorable
terms and conduct other business activities.

Our risk management systems, information technology systems and internal control procedures are
designed to monitor our operations and overall compliance. However, we may be unable to identify
non-compliance or suspicious transactions promptly, or at all. Furthermore, it is not always possible to
detect and prevent fraud or other misconduct committed by our employees or third parties, and the
precautions we take to prevent and detect such activities may not be effective. Therefore, we are
subject to the risk that fraud or other misconduct may have previously occurred but was undetected, or
may occur in the future.

We provide our Health Insurance Services on the third-party platforms. If any operation failure,
disruption or delays occurred in services from third-party platforms or if, we fail to maintain our
relationship with these platforms, our Health Insurance Services may be adversely impacted.

We provide our Health Insurance Services through third-party platforms. Any damage to, or a failure
of our third-party platform providers, could result in interruptions in our services, and may have a
further adverse impact on our ability to attract new clients, all of which would reduce our revenue. Our
business and reputation may also be harmed if our clients, or potential clients, believe that our products
and services are unreliable.

Additionally, these third-party platforms may not continue to be available to us at reasonable prices, on
commercially reasonable terms, or at all. If we lose our right to continue to use these third-party
platforms, this could increase our expenses or otherwise result in delays in the provisioning of our
services. If the performance of the third-party platform proves unsatisfactory, we may need to replace
such third-party and/or take other remedial action, which could result in additional costs and materially
and adversely affect the products and services we provide to our clients.

The lease agreements of our leased properties have not been registered with the relevant PRC
government authorities as required by PRC law.

Pursuant to the applicable PRC laws and regulations, property lease agreements must be registered
with the local branch of the Ministry of Housing and Urban-Rural Development of the PRC. As of the
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Latest Practicable Date, we had not completed the relevant property leasing registrations for our leased
properties in China. As advised by our PRC Legal Advisers, the failure to complete the registration
process does not affect the validity of the property lease agreements but a maximum penalty of
RMB10,000 may be imposed on us for the non-registration of each lease. We cannot assure we will not
be subject to any penalties arising from the non-registration of lease agreements in the future. In the
event that any fine is imposed on us for our failure to register our lease agreements, we may not be able
to recover such losses from the lessors.

We may fail to renew our current leases or locate desirable alternatives for our facilities.

We lease properties for our offices, pharmacies and other corporate facilities. We may not be able to
successfully extend or renew such leases upon expiration of the current term on commercially
reasonable terms or at all, and may therefore be forced to relocate our affected operations. This could
disrupt our operations and result in significant relocation expenses. 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
facilities as our business continues to grow and failure in relocating our affected operations could
materially and adversely affect our business and operations.

Our rights to use our leased properties could be challenged by third parties or government
authorities, and we may be forced to vacate from these leased properties and be forced to relocate,
which may result in a disruption of our operations and subject us to penalties.

Certain of our leased properties may subject us to challenges by third parties and we may be forced to
vacate from these leased properties. As of the Latest Practicable Date, lessors of leased properties for
our 20 specialty pharmacies have not provided us with their property ownership certificates, with an
aggregate GFA of approximately 3,337.3 square meters, representing approximately 19.0% of the total
GFA of the leased properties for our specialty pharmacies. Lessors of leased properties for our four
specialty pharmacies have not provided us with their sublease authorization from landlords, with an
aggregate GFA of approximately 471.8 square meters, representing approximately 2.7% of the total
GFA of the leased properties for our specialty pharmacies. If our lessors are not the owners of the
properties and they have not obtained consents from the owners or their lessors, our leases could be
invalidated. If any of the above occurs, we may have to relocate or renegotiate the leases with the
owners or the parties who have the right to lease the properties, and the terms of the new leases may be
less favorable to us.

Also, in the event that the actual use of our leased properties is inconsistent with the use registered on
the land use right certificate or our leased properties are on allocated land, the competent authorities
may require the lessors to return the land and impose fines on the lessors, or confiscate the proceeds
from the leasing of the properties and imposed fines on the lessor if such properties are leased without
their consent or handing in such income, as applicable. As of the Latest Practicable Date, lessors of
leased properties for our 12 specialty pharmacies did not obtain valid property ownership certificates
including pharmacies business as a permitted commercial usage, with an aggregate GFA of
approximately 1,953.4 square meters, representing approximately 11.1% of the total GFA of the leased
properties for our specialty pharmacies. We can provide no assurance that we will not be subject to the
aforementioned penalties as a lessee to the properties, and the relevant lease agreements may be
deemed to be in breach of the law and therefore be void. Some of our leased properties were also
subject to mortgage at the time the leases were entered into. Such lease may not be binding on the
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transferee of the property in the event that the mortgage holder forecloses on the mortgage and
transfers the property to another party.

We cannot assure you that our use of such leased properties will not be challenged. In the event that
our use of properties is successfully challenged, we may be subject to fines and forced to relocate the
affected operations. In addition, we may become involved in disputes with the property owners or third
parties who otherwise have rights to or interests in our leased properties. We can provide no assurance
that we will be able to find suitable replacement sites on terms acceptable to us on a timely basis, or at
all, or that we will not be subject to material liability resulting from third parties’ challenges on our use
of such properties.

We may fail to adopt new technologies or adapt our products or services to changing customers’
requirements or emerging industry standards, and our efforts to invest in the development of new
technologies may be unsuccessful or ineffective.

To remain competitive, we must continue to enhance and improve the responsiveness, functionality
and features of our products and services. The industries we operate in are characterized by rapid
technological evolution, changes in customer requirements and preferences, frequent introductions of
new products and services embodying new technologies and the emergence of new industry standards
and practices, any of which could render our existing technologies and systems obsolete. Our success
will depend, in part, on our ability to identify, develop, acquire or license leading technologies useful
in our business, and respond to technological advances and emerging industry standards and practices
in a cost-effective and timely way. In recent years, we invested in the development of many new
technologies and business initiatives. We cannot assure you that we will be able to successfully
develop or effectively use new technologies, recoup the costs of developing new technologies or adapt
our websites and our proprietary technologies and systems in a cost-effective and timely manner to
meet customer requirements or emerging industry standards.

Our technologies may contain undetected errors or may not operate properly.

Technology and data are important to our business. We have leveraged our internally developed
proprietary technologies in building our data base to support the operations of our Specialty Pharmacy
Business, Physician Research Assistance and Health Insurance Services businesses. In-house
technology development is time-consuming, expensive and complex, and may involve unforeseen
difficulties. We may encounter technical obstacles, and it is possible that we may discover additional
problems that prevent our technologies from operating properly and consequently adversely affect our
information infrastructure and other aspects of our business where our technologies are applied. If the
provision of our services does not function reliably or fails to achieve customers’ and business
partners’ expectations in terms of performance, we may lose existing, or fail to attract new, customers
or business partners.

The proper functioning of our technology platform is important to our business, the failure of which
may materially and adversely affect our business and reputation.

The proper functioning of our technology platform is important to our success and our ability to attract
and retain customers and to provide superior customer experience. Any system interruptions caused by
telecommunications failures, computer viruses, hacking or other attempts to harm our systems that
result in the unavailability or slowdown of our business or reduced order fulfillment performance could
reduce the volume of products sold and the attractiveness of product offerings.
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Moreover, the technology and system used in our operation may develop or contain undetected defects
or errors. Material performance problems, defects or errors in our existing or new software and
applications and services may arise in the future and may result from interface issues between our
systems and data that we did not develop and the function of which is beyond our control or undetected
in our testing. These defects and errors, and any failure by us to identify and address them, could result
in loss of revenue or market share, diversion of development resources, harm to our reputation and
increased service and maintenance costs. Defects or errors may discourage existing or potential
customers from utilizing our services, solutions or technologies. Correction of defects or errors could
prove to be impossible or impracticable and the costs incurred in correcting any defects or errors may
be substantial.

Security breaches and attacks against our system and network, and any potential resultant breach or
Jfailure to otherwise protect confidential and proprietary information, could damage our reputation
and adversely affect our business.

We rely heavily on technology, particularly the internet, to provide high-quality online services.
However, our technology operations are vulnerable to disruptions arising from human error, natural
disasters, power failure, computer viruses, spam attacks, unauthorized access and other similar events.
Disruptions to, or instability of, our technology or external technology that supports the offering of our
online services and products could materially harm our business and reputation.

Although we have employed significant resources to develop security measures against breaches, our
cybersecurity measures may not detect or prevent all attempts to compromise our systems, including
distributed denial-of-service attacks, viruses, malicious software, break-ins, phishing attacks, social
engineering, security breaches or other attacks and similar disruptions that may jeopardize the security
of information stored in and transmitted by our systems or that we otherwise maintain. Breaches of our
cybersecurity measures could result in unauthorized access to our systems, misappropriation of
information or data, deletion or modification of customer information, or a denial-of-service or other
interruption to our business operations. As techniques used to obtain unauthorized access to or
sabotage systems change frequently and may not be known until launched against us, we may be
unable to anticipate, or implement adequate measures to protect against, these attacks. During the
Track Record Period, we had not been subject to these types of attacks that had materially and
adversely affected our business operations. However, there can be no assurance that we would not in
the future be subject to such attacks that may result in material damages or remediation costs. If we are
unable to avert these attacks and security breaches, we could be subject to significant legal and
financial liability, our reputation would be harmed and we could sustain substantial revenue loss from
lost sales and customer dissatisfaction.

In addition, we may not have the resources or technical sophistication to anticipate or prevent rapidly
evolving types of cyber-attacks. Cyber-attacks may target us, our customers or other participants of our
ecosystem, or the information infrastructure on which we depend. Actual or anticipated attacks and
risks may cause us to incur significantly higher costs, including costs to deploy additional personnel
and network protection technologies, train employees, and engage third-party experts and consultants.

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, which includes online payments through various
third-party online payment platforms such as Weixin Pay. We may be charged interchange and other
fees for certain payment methods, which may increase over time and raise our operating costs and
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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 and cash on delivery options.

We are also subject to various rules, regulations and requirements governing electronic funds transfers,
both in China and globally, which could change or be reinterpreted to make it difficult or impossible
for us to comply with. For example, in November 2017, the PBOC published a notice, or the PBOC
Notice, on the investigation and administration of illegal offering of settlement services by financial
institutions and third-party payment service providers to unlicensed entities. The PBOC Notice
intended to prevent unlicensed entities from using licensed payment service providers as a conduit for
conducting the unlicensed payment settlement services, so as to safeguard the fund security and
information security. As the laws and regulations in this area are still evolving and subject to
interpretation, we cannot assure you that the PBOC or other governmental authorities will not
scrutinize our cooperation with third-party online payment service providers. 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.

Acquisitions, strategic alliances and investments could be difficult to integrate.

We may evaluate and consider strategic investments and acquisitions or enter into strategic alliances to
develop new services or solutions and enhance our competitive position. Investments or acquisitions
involve numerous risks, including the potential failure to achieve the expected benefits of the
combination or acquisition; difficulties in, and the cost of, integrating operations, technologies,
services and personnel; potential write-offs of acquired assets or investments; and downward effect on
our operating results. These transactions will also divert the management’s time and resources from
our normal operations and we may have to incur unexpected liabilities or expenses. We may also in the
future enter into strategic alliances with various third parties. Strategic alliances with third parties
could subject us to a number of risks, including risks associated with potential leakage of proprietary
information, non-performance by the counterparty and an increase in expenses incurred in establishing
new strategic alliances, any of which may materially and adversely affect our business.

We may be unable to identify appropriate acquisition or strategic investment targets when it is
necessary or desirable to make such acquisition or investment to remain competitive or to expand
our business.

It is part of our plan to use the proceeds from the Global Offering for potential investments and
acquisitions or strategic alliances to remain competitive and to expand our business. We are interested
in healthcare companies with advanced technologies and services, insurtech companies with automated
claim processing solution and payer service, and other companies with complementary business lines
and companies that have synergies with our current business and are seeking appropriate opportunities
to implement our plan. However, we cannot assure you that we will be able to identify appropriate
opportunities in a timely manner. Even if we do, we may not be able to negotiate the terms of the
acquisition or investment successfully, finance the proposed transaction or integrate the relevant
businesses into our existing business and operations. Furthermore, we may lose the acquisition
opportunities to our competitors as many of them are concurrently looking for similar targets to
improve their competitiveness.
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Our investment in a joint venture may subject us to risks associated with conducting operations
through joint ventures.

In 2018, we entered into a joint venture agreement with Sinopharm Group Hubei Co., Ltd. (284 ik il
JtAHBR/A ) and Wuhan Kangzhe Health Consulting Company (EE i & fil 5 s shl A PR A 7)),
pursuant to which all parties agreed to jointly establish Sinopharm Holdings Smart Pharmacy (Hubei)
Co., Ltd (858 BE4ERE K ZE S (W) A BRZA A]). Our results of operations might be affected by the
results of any joint venture we invest in. In addition, investment in a joint venture is not as liquid as
compared with other types of investments. Furthermore, our joint venture partners, as well as any
future partners, may have interests that are different from ours which may result in conflicting views as
to the conduct of the business of the joint venture. In the event that we have a disagreement with a joint
venture partner as to the resolution of a particular issue of the joint venture, or as to the management or
operations of the business of the joint venture in general, we may not be able to resolve such
disagreement in our favor and such disagreement could have an adverse effect on our interest in the
joint venture or the business of the joint venture in general.

Our risk management system may not be adequate or effective to detect all potential risks in our
business as intended.

We have established our internal control system, such as an organizational framework and, policies
and procedures that are designed to monitor and control potential risk areas relevant to our business
operations. However, due to the inherent limitations in the design and implementation of our risk
management system, our risk management system may not be sufficiently effective in identifying,
managing and preventing all risks if external circumstances change substantially or extraordinary
events take place.

Furthermore, our new business initiatives may give rise to additional risks that are currently unknown
to us, despite our efforts to anticipate such issues. If our risk management system fails to detect
potential risks in our business as intended or is otherwise exposed to weaknesses and deficiencies, our
business, financial condition and results of operations could be materially and adversely affected.

Our risk management also depends on effective implementation by our employees. There can be no
assurance that such implementation by our employees will always function as intended or such
implementation will not involve any human errors, mistakes or intentional misconduct. If we fail to
implement our policies and procedures in a timely manner, or fail to identify risks that affect our
business with sufficient time to plan for contingencies for such events, we could be materially and
adversely affected, particularly with respect to the maintenance of our relevant approvals and licenses
granted by governments.

We may be held liable for damages arising from Specialty Pharmacy Business and Physician
Research Assistance businesses.

If any of our specialty pharmacies makes any medication mistakes including the accidental overdose or
the wrong drug being given or taken, which resulting in personal injury of patients, we may be subject
to negligence or other tort claims. In addition, if any patient get injured during his or her participation
in the clinical trials of our SMO businesses or if any patient was unsatisfied with the medical treatment
received from the hospitals and doctors referred by us, they may bring claims against us or our
collaborating hospitals and doctors, which may impair our brand and reputation, as well as incur
significant expenses.

66



RISK FACTORS

If we fail to maintain an effective system of internal control over financial reporting, we may be
unable to accurately report our financial results, meet our reporting obligations or prevent fraud.

Our success depends on our ability to effectively utilize our standardized management system,
information systems, resources and internal controls. As we continue to expand, we will need to
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. If we are unable to
improve our internal controls, systems and procedures, they may become ineffective and adversely
affect our ability to manage our business and cause errors or information lapses that affect our
business. Our efforts in improving our internal control system may not result in eliminating all risks. If
we are not successful in discovering and eliminating weaknesses in our internal controls, our ability to
effectively manage our business may be affected.

Any damage to the reputation and recognition of our brand names, including negative publicity
against us or involving us, may materially and adversely affect our business operations and
prospects.

We depend on our reputation and brand names in many aspects of our business operations. However,
we cannot assure you that we will be able to maintain a positive reputation or brand names for all of
our businesses in the future. Our reputation and brand names may be materially and adversely affected
by a number of factors, many of which are beyond our control, including:

® adverse associations with the third-party-branded products we sell or which are sold by third-party
merchants, including with respect to their quality, efficacy or side effects;

® Jawsuits, regulatory investigations, fines and penalties against us or otherwise relating to our
products or services;

® improper or illegal conduct by our employees, suppliers, third-party merchants and other business
partners, that is not authorized by us; and

® negative publicity associated with us, our Directors, officers, employees or business partners, the
products or services or our industry in general, whether founded or unfounded.

In particular, our reputation may be impaired by negative publicity associated with the medical clinics,
or hospitals that we have collaboration with, even though not directly against us. Even though such
lawsuit may not incur actual liabilities on us, they may harm our brand names and reputation and cause
our products and services to be perceived unfavorably by customers, third-party merchants, regulators,
medical professionals and other business partners.

Our business may be materially and adversely affected by adverse news, scandals or other incidents
associated with China’s healthcare industry.

Incidents that reflect doubt as to the quality or safety of pharmaceutical and healthcare products
manufactured, distributed or sold by other participants in the China’s healthcare industry, including our
competitors, have been, and may continue to be, subject to widespread media attention. Such incidents
may damage the reputation of not only the parties involved, but also the general health and wellness
industry in general, even if such parties or incidents have no relation to us, our management, our
employees, our suppliers, and our collaborators. Such negative publicity may indirectly and adversely
affect our reputation and brand. In addition, incidents not related to product quality or safety, or other
negative publicity or scandals implicating us or our employees, regardless of merit, may also have an
adverse impact on our reputation and corporate image.
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We may be the subject of anti-competitive, harassing, or other detrimental conduct by third parties
including complaints to regulatory agencies, negative blog postings, and the public dissemination of
malicious assessments of our business.

We may be the target of anti-competitive, harassing, or other detrimental conduct by third parties. Such
conduct includes complaints, anonymous or otherwise, to regulatory agencies. Our brand name and our
business may be harmed by aggressive marketing and communications strategies of our competitors.
PRC laws and regulations also prohibit agreements and activities which amount to unfair business
competition and an abuse of a dominant market position. We cannot assure you that we will not, in the
future, be subject to such unfair business competition or dominant market position abuse imposed by
third parties. We may be subject to government or regulatory investigation as a result of such third-
party conduct and may be required to expend significant time and incur substantial costs to address
such third-party conduct, and there is no assurance that we will be able to conclusively refute each of
the allegations within a reasonable period of time, or at all. Additionally, allegations, directly or
indirectly against us, may be posted in internet chat-rooms or on blogs or websites by anyone, whether
or not related to us, on an anonymous basis. Consumers value readily available information concerning
retailers, manufacturers, and their goods and services and often act on such information without further
investigation or authentication and without regard to its accuracy. The availability of information on
social media platforms and devices is virtually immediate, as is its impact. Social media platforms and
devices immediately publish the content their subscribers and participants post, often without filters or
checks on the accuracy of the content posted. Information posted may be inaccurate and adverse to us,
and it may harm our financial performance, prospects or business. The harm may be immediate
without affording us an opportunity for redress or correction. Our reputation may be negatively
affected as a result of the public dissemination of anonymous allegations or malicious statements about
our business, which in turn may cause us to lose market share, customers and revenues.

We may not be able to conduct our marketing activities effectively, properly or at reasonable costs,
and we are subject to limitations in promoting our products and services.

We invest resources from time to time in a variety of marketing and brand promotion efforts designed
to enhance our brand recognition and increase sales of our products and services. However, our brand
promotion and marketing activities may not be well received and may not result in the levels of sales
that we anticipate. Meanwhile, marketing approaches and tools in the PRC healthcare market are
continually 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. In addition, we are subject to
certain limitations in promoting services and products. Our in-house medical team and external doctors
and other relevant parties in the provision of our medical and wellness services have to comply with
rules and regulations that restrict the promotion or dissemination of information about the professional
healthcare services and practice provided by licensed doctors, and the publication or marketing efforts
for the predominant purpose of promoting the products or services of doctors to consumers or potential
consumers. Such restrictions may affect our ability to further enhance our brand recognition or secure
new business opportunities in the future.

Under PRC laws and regulations, all advertisements published online containing drug names,
applicable symptoms treated by such drugs (major functions) or other drug-related content, and
advertisements published online containing medical device names and the applicable scope,
performance, structure and composition, function and other contents relevant to medical device are
subject to examination by relevant government authorities. We are prohibited from publishing
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advertisements of prescription drugs on the websites that we operate and must ensure that any
advertisement of medical treatment, drugs or medical devices does not include any assertion or
guarantee as to the function and safety or any statement of curative rate and effectiveness of such
medical treatment, drugs or medical devices. Any violation of advertisement-related laws and
regulations may subject us to fine, or even suspension of our business or revocation of our business
license. Although we have implemented internal procedures to examine the content of advertisements
displayed on the websites that we operate, we cannot assure you that all such content meets the
requirements under PRC advertising-related laws and regulations at all times. There can be no
assurance that our existing practices of monitoring our information dissemination process and
publication would continue to be effective and would fully comply with relevant laws and regulations.
Should there be any change in the relevant rules and regulations, or change of interpretation thereof,
we, our in-house medical team, external doctors and other relevant third parties may be regarded as
breaching the relevant rules and regulations and may be subject to regulatory penalties or disciplinary
actions.

We may not have sufficient insurance coverage to cover our business risks.

We have obtained or caused relevant counterparties to obtain insurance to cover certain potential risks
and liabilities, such as professional liability insurance for our doctors in connection with their provision
of medical consultation services. We also purchased property insurance for our specialty pharmacies
covering buildings, partial facilities and equipment, products as well as furnishment. However, we may
not be able to acquire any insurance for certain types of risks such as business liability or service
disruption insurance for all of our operations in the PRC, and our coverage may not be adequate to
compensate for all losses that may occur, particularly with respect to loss of business or operations. For
example, we do not maintain business interruption insurance, nor do we maintain key-man life
insurance. Any business disruption, litigation, regulatory action, outbreak of epidemic disease or
natural disaster could also expose us to substantial costs and diversion of resources. There can be no
assurance that our insurance coverage is sufficient to prevent us from any loss or that we will be able to
successfully claim our losses under our current insurance policies on a timely basis, or at all. We face
the risk of assuming loss that is not covered by our insurance policies.

A severe or prolonged downturn in Chinese or global economy could materially and adversely affect
our business and financial condition.

COVID-19 has had a severe and negative impact on the Chinese and the global economy so far in
2021. Whether this will lead to a prolonged downturn in the economy is still unknown. Even before the
outbreak of COVID-19, the global macroeconomic environment was facing numerous challenges. The
growth rate of the Chinese economy had already been slowing since 2010, and the impact of
COVID-19 on the Chinese economy in 2020 is likely to be severe. There is considerable uncertainty
over the long-term effects of the expansionary monetary and fiscal policies which had been adopted by
the central banks and financial authorities of some of the world’s leading economies, including the
United States and China, even before 2020. Unrest, terrorist threats and the potential for war in the
Middle East and elsewhere may increase market volatility across the globe. There have also been
concerns about the relationship between China and other countries, including the surrounding Asian
countries, which may potentially have economic effects. In particular, there is significant uncertainty
about the future relationship between the United States and China with respect to trade policies,
treaties, government regulations and tariffs. Economic conditions in China 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 in China. Any severe or prolonged slowdown in the global
or Chinese economy may materially and adversely affect our performance.
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We face risks related to natural disasters, health epidemics and other outbreaks, such as the
outbreak of COVID-19, which could significantly disrupt our operations.

Our business could be adversely affected by the effects of epidemics. In recent years, there have been
breakouts of epidemics in China and globally, especially the COVID-19. In response to intensifying
efforts to contain the spread of the coronavirus, the Chinese government took a number of actions
including quarantine and free vaccination. The COVID-19 has also resulted in temporary closures of
many corporate offices, manufacturing facilities and factories across China. The global spread of
COVID-19 pandemic in a significant number of countries around the world has resulted in, and may
intensify, global economic distress, and the duration and extent of the impact of COVID-19 outbreak
cannot be reasonably estimated at this time. Although the number of person vaccinated is growing
rapidly, challenges including coronavirus variants and worsened outbreaks in some countries and
regions still make it hard to get COVID-19 under control worldwide. During the Track Record Period,
our operation and business performance has also been adversely impacted by COVID-19. In particular,
certain clinical trial sites for our SMO projects have faced temporary shutdown. It is uncertain to what
extent COVID-19 may affect us going forward. Such uncertainty poses operational challenges to our
online service offerings. Our operations could be disrupted if one of our employees is suspected of
having COVID-19, HINI1 flu, avian flu or another epidemic in our offices, since it could require our
employees to be quarantined and/or our offices to be disinfected. In addition, our results of operations
could be adversely affected to the extent that the outbreak harms the PRC economy in general.

We are also vulnerable to natural disasters and other calamities. Our supply chain, logistics
capabilities, and technology and data infrastructure may be adversely impacted by natural disasters,
such as fire, floods, typhoons, earthquakes, power loss, telecommunications failures, break-ins, war,
riots, terrorist attacks or similar events.

RISKS RELATING TO OUR CORPORATE STRUCTURE AND CONTRACTUAL
ARRANGEMENTS

If the PRC government finds that the agreements that establish the structure for operating our
businesses in China do not comply with applicable PRC laws and regulations, or if these regulations
or their interpretations change in the future, we could be subject to severe consequences, including
the nullification of the Contractual Arrangements and the relinquishment of our interest in our
Consolidated Affiliated Entities.

Current PRC laws and regulations impose certain restrictions and prohibitions on foreign ownership of
companies that engage in the Internet, medical and other related businesses, such as the provision of
medical services and Internet information. We are a company incorporated under the laws of the
Cayman Islands and our PRC subsidiaries are considered foreign-invested enterprises. To comply with
PRC laws and regulations, we conduct a substantial portion of business in the PRC through our
Consolidated Affiliated Entities based on the Contractual Arrangements. Such Contractual
Arrangements enable us to: (i) be the exclusive provider of business support, technical and consulting
services in exchange for a fee; (ii) receive a portion of the economic benefits and bears the relevant
risks in relation to the business operation of the Consolidated Affiliated Entities; (iii) have an
irrevocable and exclusive right to purchase, or to designate one or more persons to purchase, from the
Registered Shareholders all or any part of their equity interests in the Consolidated Affiliated Entities
at any time and from time to time in our absolute discretion to the extent permitted by PRC laws;
(iv) have an irrevocable and exclusive right to purchase, or to designate one or more persons to
purchase from the Consolidated Affiliated Entities all or any part of its assets at any time and from
time to time in our absolute discretion to the extent permitted by PRC laws; (v) appoint us, any
directors authorized by us (except the Registered Shareholders) or his/her successors, or a liquidator
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replacing the director as our exclusive agent and attorney to act on our behalf on all matters concerning
the Consolidated Affiliated Entities and to exercise all of the rights as a registered shareholder of the
Consolidated Affiliated Entities in accordance with PRC laws and the articles of the Consolidated
Affiliated Entities; and (vi) pledge as first charge a portion of the equity interests in the Consolidated
Affiliated Entities to us as collateral security for any and all of the guaranteed debt under the
Contractual Arrangements and to secure performance of the obligations under the Contractual
Arrangements. The Contractual Arrangements allow the results of operations and assets and liabilities
of the Consolidated Affiliated Entities to be consolidated into our results of operations and assets and
liabilities under IFRS as if they were wholly-owned subsidiaries of our Group (except certain minority
interest therein). The Contractual Arrangements, taken individually or collectively, are valid, legally
binding, enforceable against each party of such agreements in accordance with their terms, subject as
to enforceability to applicable bankruptcy, insolvency, moratorium, reorganization and similar laws
affecting creditors’ rights generally, the discretion of relevant Government Agencies in exercising their
authority in connection with the interpretation and implementation thereof and the application of
relevant PRC Laws and policies thereto, and to general equity principles.

However, there is the possibility that the PRC government authorities may adopt new laws and
regulations or strengthening the supervision on the Contractual Arrangements by approval or
registration procedures in the future which may invalidate the Contractual Arrangements. For example,
the State Council recent announced the Implementation Rules for the Law for Promoting Private
Education, which will take effect since September 2021. These rules prohibit China-based foreign-
invested enterprises and enterprises controlled by foreign parties from participating in the provision of
compulsory education in China. We cannot assure you that the industry we participate in will not face
similar or even more stringent restrictions. In addition, it is unclear what impact the PRC government
actions would have on us and on our ability to consolidate the financial results of the Consolidated
Affiliated Entities in our consolidated financial statements, if the PRC governmental authorities find
our legal structure and contractual arrangements to be in violation of PRC laws, rules and regulations.
If any of these penalties results in our inability to direct the activities of the Consolidated Affiliated
Entities that most significantly impact their economic performance and/or our failure to receive the
economic benefits from the Consolidated Affiliated Entities, we may not be able to consolidate the
Consolidated Affiliated Entities into our consolidated financial statements in accordance with IFRS.

We rely on Contractual Arrangements with the Consolidated Affiliated Entities and their
shareholders for a portion of our business operations, which may not be as effective as direct
ownership in providing operational control.

We have relied and expect to continue to rely on Contractual Arrangements with the Consolidated
Affiliated Entities and its shareholders to operate part of our business. These Contractual Arrangements
may not be as effective as direct ownership in providing us with control over the Consolidated
Affiliated Entities.

If we had direct ownership of our Consolidated Affiliated Entities, we would be able to exercise our
rights as a shareholder to effect changes in the board of directors of such entity, which in turn could
effect changes, subject to any applicable fiduciary obligations, at the management level. However,
under the current Contractual Arrangements, we rely on the performance by our Consolidated
Affiliated Entities and its shareholders of their obligations under the contracts to exercise control over
our Consolidated Affiliated Entities. However, the sharecholders of our Consolidated Affiliated Entities
may not act in the best interests of our Company or may not perform its obligations under these
contracts. Such risks exist throughout the period in which we intend to operate our business through
the Contractual Arrangements with our Consolidated Affiliated Entities. We may replace the
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shareholders of our Consolidated Affiliated Entities at any time pursuant to our Contractual
Arrangements with our Consolidated Affiliated Entities and its shareholders. However, if any dispute
relating to these contracts remains unresolved, we will have to enforce our rights under these contracts
through the operations of PRC law and courts and therefore will be subject to uncertainties in the PRC
legal system. Therefore, our Contractual Arrangements with our Consolidated Affiliated Entities may
not be as effective in ensuring our control over the relevant portion of our business operations as direct
ownership would be.

Any failure by our Consolidated Affiliated Entities or its shareholders to perform their obligations
under our Contractual Arrangements with them would have a material and adverse effect on our
business.

If our Consolidated Affiliated Entities or its shareholders fail to perform their respective obligations
under the Contractual Arrangements, we may have to incur substantial costs and expend additional
resources to enforce such arrangements. We may also have to rely on legal remedies under PRC law,
including seeking specific performance or injunctive relief, and claiming damages, which we cannot
assure you will be effective. For example, if the shareholders of our Consolidated Affiliated Entities
were to refuse to transfer their equity interest in the Consolidated Affiliated Entities to us or our
designee when we exercise the purchase option pursuant to these Contractual Arrangements, or if they
were otherwise to act in bad faith toward us, we may have to take legal actions to compel them to
perform their contractual obligations.

All the agreements under our Contractual Arrangements are governed by PRC law and provide for the
resolution of disputes through arbitration in China. Accordingly, these contracts would be interpreted
in accordance with PRC law and any disputes would be resolved in accordance with PRC legal
procedures. The legal system in the PRC is not as developed as in some other jurisdictions, such as the
United States. Meanwhile, there are very few precedents and little formal guidance as to how
Contractual Arrangements in the context of a consolidated affiliated entity should be interpreted or
enforced under PRC law, and as a result it may be difficult to predict how an arbitration panel would
view such Contractual Arrangements. As a result, uncertainties in the PRC legal system could limit our
ability to enforce these Contractual Arrangements. Additionally, under PRC law, rulings by arbitrators
are final, parties cannot appeal the arbitration results in courts, and if the losing parties fail to carry out
the arbitration awards within a prescribed time limit, the prevailing parties may only enforce the
arbitration awards in PRC courts through arbitration award recognition proceedings, which would
require additional expenses and delay.

Our Consolidated Affiliated Entities hold certain of our important licenses and permits, including but
not limited to the Permit for Insurance Brokerage Business and Value-Added Telecommunications
Business Operating License, to operate our business. In the event we are unable to enforce our
Contractual Arrangements, we may not be able to exert effective control over our Consolidated
Affiliated Entities, and our ability to conduct these businesses may be negatively affected.

We may lose the ability to use and enjoy assets held by the Consolidated Affiliated Entities that are
material to our business operations if the Consolidated Affiliated Entities declares bankruptcy or
becomes subject to a dissolution or liquidation proceeding.

We do not have priority pledges and liens against the assets of our Consolidated Affiliated Entities. If
the Consolidated Affiliated Entities undergo an involuntary liquidation proceeding, third-party
creditors may claim rights to some or all of its assets and we may not have priority against such third-
party creditors on the assets of our Consolidated Affiliated Entities. In the event that the Registered
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Shareholders breach the relevant covenants, 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 is uncertain.

The ultimate shareholders of the Consolidated Affiliated Entities may have conflicts of interest with
us.

We have designated individuals who are PRC nationals to be the ultimate shareholders of the
Consolidated Affiliated Entities. These individuals may have conflicts of interest with us. We rely on
these individuals to abide by the laws of the Cayman Islands which impose fiduciary duties upon
directors and officers of our Company. Such duties include the duty to act bona fide in what they
consider to be in the best interest of our Company as a whole and not to place them in a position in
which there is a conflict between their duties to our Company and their personal interests. On the other
hand, PRC laws also provide that a director or a senior manager owes a loyalty and fiduciary duty to
the company in which he or she holds such position. We cannot assure you that when conflicts arise,
the Registered Shareholders will act in the best interest of our Company or that conflicts will be
resolved in our favor. These individuals may breach or cause the Consolidated Affiliated Entities to
breach the existing Contractual Arrangements. If we cannot resolve any conflicts of interest or disputes
between us and these shareholders, we would have to rely on legal proceedings, which may be
expensive, time-consuming and disruptive to our operations. There is also substantial uncertainty as to
the outcome of any such legal proceedings.

We conduct our business operations in the PRC through the Consolidated Affiliated Entities by way
of the Contractual Arrangements, but certain of the terms of the Contractual Arrangements may not
be enforceable under PRC laws.

All the agreements which constitute the Contractual Arrangements are governed by PRC laws and
provide for the resolution of disputes through arbitration in the PRC. Accordingly, these agreements
would be interpreted in accordance with PRC laws and disputes would be resolved in accordance with
PRC legal procedures. The legal environment in the PRC is not as developed as in other jurisdictions
and uncertainties in the PRC legal system could limit our ability to enforce the Contractual
Arrangements. In the event that we are unable to enforce the Contractual Arrangements, or if we suffer
significant time delays or other obstacles in the process of enforcing them, it would be very difficult to
exert effective control over the Consolidated Affiliated Entities.

The Contractual Arrangements contain provisions to the effect that the arbitral body may award
remedies over the equity interests, assets or properties of the Consolidated Affiliated Entities,
compulsory relief (e.g., for the conduct of business or to compel the transfer of assets) or order the
winding up of the Consolidated Affiliated Entities. These agreements also contain provisions to the
effect that courts of competent jurisdictions are empowered to grant interim relief to a party when
requested for the purpose of preserving the assets and properties or enforcement measures, subject to
the requirements under the PRC laws. However, under PRC laws, these terms may not be enforceable.
Under PRC laws, an arbitral body does not have the power to grant injunctive relief or to issue a
provisional or final liquidation order for the purpose of protecting assets of or equity interests in the
Consolidated Affiliated Entities in case of disputes. In addition, interim remedies or enforcement order
granted by overseas courts such as Hong Kong and the Cayman Islands may not be recognizable or
enforceable in the PRC. Therefore, in the event of breach of any agreements constituting the
Contractual Arrangements by the Consolidated Affiliated Entities and/or its shareholders, and if we are
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unable to enforce the Contractual Arrangements, we may not be able to exert effective control over the
Consolidated Affiliated Entities.

If we exercise the option to acquire equity ownership and assets of the Consolidated Affiliated
Entities, the ownership or asset transfer may subject us to certain limitations and substantial costs.

Pursuant to the Regulations for the Administration of Foreign-Invested Telecommunications
Enterprises ( HMEHREEEDEEIME) ), or the FITE Regulations, promulgated by the State
Council, foreign investors are not allowed to hold more than 50% of the equity interests of any
company providing value-added telecommunications services (excluding e-commerce business,
domestic multi-party communications, store-and-forward and call centers). Therefore, we have entered
into the Contractual Arrangements with our Consolidated Affiliated Entities, pursuant to which we
have been granted an irrevocable and exclusive option to purchase equity interests in, or assets of, our
Consolidated Affiliated Entities. For details, see “Contractual Arrangements” in this prospectus.

If the restrictions on foreign investment in PRC value-added telecommunications services are mitigated
or removed, we may need to exercise such option to satisfy the “narrowly-tailored” principle to the
extent practicable and permitted under applicable PRC laws.

The equity transfer may be subject to the approvals from, or filings with, the MOFCOM, the MIIT, the
SAIC and/or their local competent branches. In addition, the equity transfer price may be subject to
review and tax adjustment by the relevant tax authorities. The equity transfer price to be received by
the Consolidated Affiliated Entities under the Contractual Arrangements may also be subject to
enterprise income tax, and such tax amounts could be substantial.

PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and
governmental control of currency conversion may delay or prevent us from making loans to our
Consolidated Affiliated Entities or making additional capital contributions to our wholly foreign-
owned subsidiaries in China, which could materially and adversely affect our liquidity and our
ability to fund and expand our business.

We are an offshore holding company conducting our operations in China through our PRC subsidiaries
and Consolidated Affiliated Entities. We may make loans to our PRC subsidiaries and Consolidated
Affiliated Entities subject to the approval from governmental authorities and limitation of amount, or
we may make additional capital contributions to our wholly foreign-owned subsidiaries in China.

Any loans to our wholly foreign-owned subsidiaries in China, which are treated as foreign-invested
enterprises under PRC law, are subject to PRC regulations and foreign exchange loan registrations. For
example, loans by us to our wholly foreign-owned subsidiaries in China to finance their activities
cannot exceed statutory limits, i.e., the difference between its total amount of investment and its
registered capital, or certain amount calculated based on elements including capital or net assets and
the cross-border financing leverage ratio or the Macro-prudential Management Mode, under relevant
PRC laws and the loans must be registered with the local counterpart of the State Administration of
Foreign Exchange, or SAFE, or filed with SAFE in its information system. We may also provide loans
to our Consolidated Affiliated Entities or other domestic PRC entities under the Macro-prudential
Management Mode. According to the Circular of the PBOC and the State Administration of Foreign
Exchange on Adjusting the Macro-prudent Adjustment Parameter for Cross-border Financing ( B
TR A RS B I S I AR R BT 2 3 %) ) issued on March 11, 2020, the limit for the total
amount of foreign debt under the Macro-prudential Management Mode increased to two and a half
times from two times of their respective net assets. According to the Circular to Lower the Macro-
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prudential Adjustment Parameters for Cross-border Financing ( B A FERATEI R AMER 2L )= B 7 o
AR RT A B A P i 2 B A1) ), issued in January 7, 2021, the macro-prudential
adjustment parameter, a multiplier that decides the upper limit of outstanding cross-border financing an
institution can have, has been revised to 1, down from 1.25 previously. Moreover, any medium or
long-term loan to be provided by us to our Consolidated Affiliated Entities or other domestic PRC
entities must also be registered with the NDRC.

We may also decide to finance our wholly foreign-owned subsidiaries in China by means of capital
contributions. These capital contributions shall go through record-filing procedures from competent
administration for market regulation. SAFE issued the Circular on the Management Concerning the
Reform of the Payment and Settlement of Foreign Currency Capital of Foreign-Invested Enterprises
( CRRA P A1 v 5 A S A R A 4 4% RS 1 s 0D ), or SAFE Circular 19, which took effect
on June 1, 2015. SAFE Circular 19 allows for the use of RMB converted from the foreign currency-
denominated capital for equity investments in the PRC provided that such usage shall fall into the
scope of business of the foreign-invested enterprise, which will be regarded as the reinvestment of
foreign-invested enterprise. In addition, SAFE promulgated the Circular Regarding Further Promotion
of the Facilitation of Cross-Border Trade and Investment ( BZHMERE LR BR#E— SRR 5)
B ALY ) on October 23, 2019, or SAFE Circular 28, pursuant to which all foreign-
invested enterprises can make equity investments in the PRC with their capital funds in accordance
with the law. As SAFE Circular 28 is new and the relevant government authorities have broad
discretion in interpreting the regulation, it is unclear whether SAFE will permit such capital funds to be
used for equity investments in the PRC in actual practice.

Our Contractual Arrangements may be subject to scrutiny by the PRC tax authorities, and a finding
that we owe additional taxes could substantially reduce our consolidated net income and the value of
your investment.

Under 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 among our PRC subsidiaries and
our Consolidated Affiliated Entities do not represent an arms-length price and adjust our Consolidated
Affiliated Entities’ income in the form of a transfer pricing adjustment. A transfer pricing adjustment
could, among other things, result in a reduction, for PRC tax purposes, of expense deductions recorded
by our Consolidated Affiliated Entities, which could in turn increase their tax liabilities. In addition,
the PRC tax authorities may impose late payment fees and other penalties to our PRC variable interest
entities for under-paid taxes. Our results of operations may be materially and adversely affected if our
tax liabilities increase or if we are found to be subject to late payment fees or other penalties.

Our current corporate structure and business operations may be affected by the Foreign Investment
Law.

On March 15, 2019, the NPC promulgated the Foreign Investment Law or the FIL, which has become
effective on January 1, 2020 and replaced the outgoing laws regulating foreign investment in China,
namely, the PRC Equity Joint Venture Law, the PRC Cooperative Joint Venture Law and the Wholly
Foreign-owned Enterprise Law, as well their implementation rules and ancillary regulations, or the
Outgoing FIE Laws. See “Regulatory Overview—Regulations Relating to Value-added
Telecommunications Services” in this prospectus.

Meanwhile, the Implementation Rules to the PRC Foreign Investment Law ( {3 N AL B AP
BEMEP]) ) came into effect as of January 1, 2020, which clarified and elaborated the relevant
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provisions of the Foreign Investment Law. However, uncertainties still exist in relation to
interpretation and implementation of the FIL, especially in regard to, including, among other things,
the nature of consolidated affiliated entity contractual arrangements and specific rules regulating the
organization form of foreign-invested enterprises within the five-year transition period. While FIL does
not define contractual arrangements as a form of foreign investment explicitly, it has a catch-all
provision under definition of “foreign investment” that includes investments made by foreign investors
in the PRC through other means as provided by laws, administrative regulations or the State Council,
we cannot assure you that future laws and regulations will not stipulate contractual arrangements as a
form of foreign investment. Therefore, there can be no assurance that our control over our
Consolidated Affiliated Entities through Contractual Arrangements will not be deemed as foreign
investment in the future. In the event that any possible implementing regulations of the FIL, any other
future laws, administrative regulations or provisions deem contractual arrangements as a way of
foreign investment, or if any of our operations through contractual arrangements is classified in the
“restricted” or “prohibited” industry, or “negative list” under the FIL, our Contractual Arrangements
may be deemed as invalid and illegal, and we may be required to unwind the Contractual
Arrangements and/or dispose of any affected business. Also, if future laws, administrative regulations
or provisions mandate further actions to be taken with respect to existing Contractual Arrangements,
we may face substantial uncertainties as to whether we can complete such actions in a timely manner,
or at all. Furthermore, under the FIL, foreign investors or the foreign investment enterprise should be
imposed legal liabilities for failing to report investment information in accordance with the
requirements. In addition, the FIL provides that foreign invested enterprises established according to
the existing laws regulating foreign investment may maintain their structure and corporate governance
within a five-year transition period, which means that we may be required to adjust the structure and
corporate governance of certain of our PRC subsidiaries in such transition period.

RISKS RELATING TO DOING BUSINESS IN THE PRC

Economic, political and social conditions and government policies in the PRC could affect our
business and prospects.

All of our revenue is derived from our businesses in the PRC. Accordingly, our financial condition,
results of operations and prospects are, to a material extent, subject to economic, political and legal
developments in the PRC. The PRC economy differs from the economies of developed countries in
many respects, including, among other things, the degree of government involvement, control of
investment, level of economic development, growth rate, foreign exchange controls and resource
allocation.

Although the PRC economy has been transitioning from a planned economy to a more market-oriented
economy for about four decades, a substantial portion of productive assets in the PRC is still owned by
the PRC government. The PRC government also exercises significant control over the economic
growth of the PRC through allocating resources, controlling payments of foreign currency-
denominated obligations, setting monetary policy and providing preferential treatment to particular
industries or companies. In recent years, the PRC government has implemented measures emphasizing
the utilization of market forces in economic reform, the reduction of state ownership of productive
assets and the establishment of sound corporate governance practices in business enterprises. Some of
these measures benefit the overall PRC economy, but may adversely affect us. For example, our
financial condition and results of operations may be adversely affected by government policies on the
digital medical service industry in China or changes in tax regulations applicable to us. If the business
environment in the PRC deteriorates, our business in the PRC may also be materially and adversely
affected.
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Uncertainties with respect to the PRC legal system could adversely affect us.

We conduct our business primarily through our PRC subsidiaries and Consolidated Affiliated Entities
in China. Our operations in China are governed by PRC laws and regulations. Our PRC subsidiaries
and Consolidated Affiliated Entities in China are subject to laws and regulations applicable to foreign
investment in China. The PRC legal system is a civil law system based on written statutes. Unlike the
common law system, prior court decisions may be cited for reference but have limited precedential
value. The PRC legal system is evolving rapidly, and the interpretation of many laws, regulations and
rules may contain inconsistencies and enforcement of these laws, regulations and rules involves
uncertainties.

From time to time, we may have to resort to administrative and court proceedings to enforce our legal
rights. Any administrative and court proceedings in China may be protracted, resulting in substantial
costs and diversion of resources and management attention. Since PRC administrative and court
authorities have significant discretion in interpreting and implementing statutory and contractual terms,
it may be more difficult to evaluate the outcome of administrative and court proceedings and the level
of legal protection we enjoy than in more developed legal systems, arising from which these
uncertainties may impede our ability to enforce the contracts we have entered. Furthermore, the PRC
legal system is based, in part, on government policies and internal rules, some of which are not
published in a timely manner, or at all, but which may have retroactive effect. As a result, we may not
always be aware of any potential violation of these policies and rules. Such unpredictability towards
our contractual, property and procedural rights could adversely affect our business and impede our
ability to continue our operations.

PRC regulations establish complex procedures for some acquisitions of Chinese companies by
foreign investors, which could make it more difficult for us to pursue growth through acquisitions in
China.

PRC regulations and rules concerning mergers and acquisitions including the Regulations on Mergers
and Acquisitions of Domestic Companies by Foreign Investors, or the M&A Rules, established
additional procedures and requirements that could make merger and acquisition activities by foreign
investors more time consuming and complex. For example, the M&A Rules require 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, if (i) any important industry is concerned, (ii) such transaction involves
factors that have or may have impact on the national economic security, or (iii) such transaction will
lead to a change in control of a domestic enterprise which holds famous trademarks or PRC time-
honored brands. Moreover, the Anti-Monopoly Law requires that the anti-trust governmental authority
shall be notified in advance of any concentration of undertaking if certain thresholds are triggered. In
addition, the security review rules 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
above-mentioned regulations and other relevant rules to complete such transactions could be time
consuming, and any required approval processes, including obtaining approval from the MOFCOM or
its local counterparts or other relevant government agencies may delay or inhibit our ability to
complete such transactions. It is unclear whether our business would be deemed to be in an industry
that raises “national defense and security” or “national security” concerns. However, the MOFCOM or
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other government agencies may publish explanations in the future determining that our business is in
an industry subject to the security review, in which case our future acquisitions in the PRC, including
those by way of entering into contractual control arrangements with target entities, may be closely
scrutinized or prohibited. Our ability to expand our business or maintain or expand our market share
through future acquisitions would as such be materially and adversely affected.

We may be subject to penalties, including restriction 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 branches of the SAFE in connection with their direct or
indirect offshore investment activities. The Circular on Relevant Issues Relating to Domestic
Resident’s Investment and Financing and Roundtrip Investment through Special Purpose Vehicles
( SR AM A TR B A 1 T s BB R ik YA ) S S50 i SO AR B AR FA BRI B RE R ) ),
or SAFE Circular 37, was promulgated by the SAFE in July 2014 and the Circular on Further
Simplifying and Improving Foreign Exchange Administration Policies in Respect of Direct Investment
( B E— S ooE BRGNS BRI ) ), or SAFE  Circular 13, issued on
February 13, 2015, that require PRC residents or entities to register with the local banks in connection
with their establishment or control of an offshore entity established for the purpose of overseas
investment or financing. 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 branch of the SAFE, with respect to that offshore company, to reflect any material change
involving its round-trip investment, capital variation, such as a change of PRC shareholders, the name
of company, terms of operation, 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, failure to comply with the various foreign
exchange registration requirements described above could result in liability under PRC laws for
evasion of applicable foreign exchange restrictions, including (i) the requirement by the SAFE to
return the foreign exchange remitted overseas or into 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 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.

We are committed to complying with and to ensuring that our Shareholders will comply with the
relevant SAFE rules and regulations. However, we cannot assure you that the SAFE or its local
branches will release explicit requirements or interpret the relevant PRC laws and regulations
otherwise. Failure by any such Shareholders to comply with SAFE Circular 37 or other related
regulations could subject us to fines or legal sanctions, restrict our investment activities in the PRC and
cross-border investment activities, limit our subsidiaries’ ability to make distributions, pay dividends or
other payments to us or affect our ownership structure. In addition, if we decide to acquire a PRC
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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 adversely affect our business and prospects.

Any failure to comply with PRC regulations regarding the registration requirements for employee
stock incentive plans may subject the PRC plan participants or us to fines and other legal or
administrative sanctions.

Pursuant to the Notice on Issues Concerning the Foreign Exchange Administration for Domestic
Individuals Participating in Stock Incentive Plan of Overseas Publicly Listed Company, issued by
SAFE in February 2012, employees, directors, supervisors and other senior management participating
in any stock incentive plan of an overseas publicly listed company who are PRC citizens or who are
non-PRC citizens residing in China for a continuous period of not less than one year, subject to a few
exceptions, are required to register with SAFE through a domestic qualified agent, which could be a
PRC subsidiary of such overseas listed company, and complete certain other procedures. We and our
directors, executive officers and other employees who are PRC citizens or who reside in the PRC for a
continuous period of not less than one year and who have been granted restricted shares, restricted
share units or options are subject to these regulations. Failure to complete the SAFE registrations may
subject them to fines and legal sanctions and may also limit our ability to contribute additional capital
into our wholly foreign-owned subsidiaries in China and limit these subsidiaries’ ability to distribute
dividends to us. We also face regulatory uncertainties that could restrict our ability to adopt additional
incentive plans for our directors and employees under PRC law.

Relevant government authorities may require us to contribute additional social insurance or
housing provident funds, or impose late payment fees or fines on us.

Pursuant to the PRC laws and regulations, we are required to participate in the employee social welfare
plan administered by local governments. Such plan consists of pension insurance, public health
insurance, work-related injury insurance, maternity insurance, unemployment insurance and housing
provident fund. The amount we are required to contribute for each of our employees under such plan
should be calculated based on the employee’s actual salary level of previous year, and be subject to a
minimum and maximum level as from time to time prescribed by local authorities.

During the Track Record Period, since we conducted SMO service across China and some of our
CRCs were working in places where we did not have subsidiaries or branches, we engaged third-party
human resources agencies to pay social insurance premium and housing provident funds for them. In
addition, we did not pay social insurance and housing provident fund in full for some of our employees
based on their actual salary level. The amount of shortfall of social insurance and housing provident
funds was RMB2.4 million in 2019, RMB4.0 million in 2020, RMB3.4 million in 2021 and RMB1.6
million in the six months ended June 30, 2022. The total amount of historical shortfall was RMB6.9
million as of June 30, 2022, and we have accrued this shortfall amount into our financial statements.
Pursuant to the PRC laws and regulations, we may be ordered to pay social insurance premium and
housing provident funds for our employees under our own accounts instead of making payments under
third-party accounts.

Pursuant to relevant PRC laws and regulations, the relevant PRC authorities may demand us to pay the
outstanding social insurance contributions within a stipulated deadline and we may be liable to a late
payment fee equal to 0.05% of the outstanding amount for each day of delay. If we fail to make such
payments, we may be liable to a fine of one to three times the amount of the outstanding contributions.
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With respect to a failure to pay the full amount of housing provident fund as required, the housing
provident fund management center in China may require payment of the outstanding amount within a
prescribed period. If the payment is not made within such time limit, an application may be made to the
PRC courts for compulsory enforcement.

As a result, we may be required by competent authorities to rectify, pay the outstanding amount, and
could be subject to late payment penalties or enforcement application made to the court or further
subject to a fine or penalty. As of the Latest Practicable Date, no competent government authorities had
imposed administrative action, fine or penalty to us with respect to the incidents in relation to social
insurance or housing provident funds. We cannot assure you that we will not be subject to any penalty,
or order to rectify in the future. We may incur additional expenses to comply with such laws and
regulations.

We may be required to obtain prior approval from the CSRC for the listing and trading of our
Shares on the Hong Kong Stock Exchange.

On August 8, 2006, six regulatory authorities in China, including MOFCOM, the State Assets
Supervision and Administration Commission, the STA, the State Administration of Industry and
Commerce, the China Securities Regulatory Commission, or the CSRC, and the Sate Administration of
Foreign Exchange, or the SAFE, jointly issued the Regulations on Mergers and Acquisitions of
Domestic Enterprises by Foreign Investors, or the M&A Rules, which became effective on
September 8, 2006, and amended on June 22, 2009. The M&A Rules include, among other things,
provisions that purport to require that an offshore special purpose vehicle formed for the purpose of an
overseas listing of securities in a PRC company obtain the approval of the CSRC prior to the listing
and trading of such special purpose vehicle’s securities on an overseas stock exchange. However,
substantial uncertainty remains regarding the scope and applicability of the M&A Rules to offshore
special purpose vehicles.

Our PRC Legal Advisor is of the opinion that prior CSRC approval for this offering is not required
under the M&A rules because our foreign-invested enterprises were incorporated as foreign-invested
enterprises without involving acquisition of the equity or assets of a “PRC domestic company,”
especially a PRC domestic company owned by our Controlling Shareholder or beneficial owners who
are PRC companies or individuals, as such term is defined under the M&A Rules. However, we cannot
assure you that the relevant PRC government authorities, including the CSRC, will reach the same
conclusion as our PRC Legal Advisor. If the CSRC or other relevant PRC government authorities
subsequently determine that prior CSRC approval is required, we may face regulatory actions or other
sanctions from the CSRC or other PRC regulatory authorities. Consequently, if you engage in market
trading or other activities in anticipation of and prior to settlement and delivery, you do so at the risk
that settlement and delivery may not occur.

We may be required to complete the filing with the CSRC for the Listing and subject to additional
regulatory requirements if certain new draft regulations in relation to overseas listing are
implemented in China.

On December 24, 2021, the CSRC published the Administrative Provisions of the State Council on the
Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments) ([ 7% 5 B i~ 5%
N SEBRAMEEATRE S AN T BELE (LR EOKR E RW) ) (the “Draft Administrative Provisions™),
and the Administrative Measures for the Filing of Overseas Securities Offering and Listing by
Domestic Companies (Draft for Comments) (¥&A{ZESAMEATRZRF B2 E IS (BoRER
fi) ) (the “Draft Measures for Filing”, together with the Draft Administrative Provisions, the “Drafts
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relating to Overseas Listings”) which are open for public comments until January 23, 2022. The Drafts
relating to Overseas Listings require, among others, that PRC domestic companies that seek to offer
and list securities in overseas markets, either in direct or indirect means, are required to file the
required documents with the CSRC within three working days after its application for overseas listing
is submitted. See “Regulatory Overview—Regulations Relating To M&A Rules and Overseas Listing”
for more details. As of the Latest Practicable Date, the Drafts relating to Overseas Listings have not yet
come into force.

In addition, according to the “Reply to the Reporters’ Question by the CSRC Responsible Officers” (i#
Eaf AR NG #E M) dated December 24, 2021, the CSRC clarified that it adheres to the principle
of non-retroactivity of the law, and the CSRC would start with the incremental enterprises (& 1>3),
i.e., impose filing procedures on incremental enterprises as well as stock enterprises (f##&>3£) with
refinancing requests, while filing by other stock enterprises (HAhf7# 1> 2£) will be arranged separately
so as to give them a sufficient transitional period. However, the CSRC Responsible Officers did not
provide a clear definition of these terms. Therefore, whether our Company, for the purpose of this
Listing, is an “incremental enterprise (3§ {>2£)” or a “stock enterprise (fFEMZ)” is subject to
further explanation by the CSRC.

We cannot guarantee that we will be categorized as a “stock enterprise (f£ & 1>3£)” by the CSRC. If we
are categorized as an “incremental enterprise (3 #>2£)”, we may have to incur significant time, costs
and resources to comply with these regulatory requirements and have to complete the filing procedures
with the CSRC with respect to this Listing. Further, even if we are categorized as a “stock enterprise
(ffA3E)”, we may still face more stringent regulatory requirements as compared to its current status.
As such, our business operations may be materially and adversely affected. In addition, uncertainties
exist regarding the final form of these regulations in relation to overseas listing as well as the
interpretation and implementation thereof after promulgation. Any failure to comply with the rules and
regulations relating to overseas listing may subject us to fines, penalties or other sanctions which may
have a material adverse effect on our business and financial conditions as well as our ability to
complete the Listing.

If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification
could result in unfavorable tax consequences to us and our non-PRC shareholders.

Under the Enterprise Income Tax Law of the PRC ( {3 N RILFNEH 215 8D ), or the EIT Law,
and its implementation rules, an enterprise established outside of the PRC with “de facto management
body” within the PRC is considered a resident enterprise and will be subject to the enterprise income
tax on its global income at the rate of 25%. The implementation rules define the term “de facto
management body” as the body that exercises full and substantial control and overall management over
the business, productions, personnel, accounts and properties of an enterprise. On April 22, 2009, the
SAT issued a circular, known as Circular 82, which provides certain specific criteria for determining
whether the “de facto management body” of a PRC-controlled enterprise that is incorporated offshore
is located in China.

Although Circular 82 only applies to offshore enterprises controlled by PRC enterprises or PRC
enterprise groups, not those controlled by PRC individuals or foreigners, the criteria set forth in the
circular may reflect the SAT’s general position on how the “de facto management body” text should be
applied in determining the tax resident status of all offshore enterprises. If the PRC tax authorities
determine that we should be classified as a PRC resident enterprise for PRC tax purposes, our global
income will be subject to income tax at a uniform rate of 25%. Notwithstanding the foregoing
provision, the EIT Law also provides that, if a PRC resident enterprise directly invests in another PRC
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resident enterprise, the dividends received by the investing PRC resident enterprise from the invested
PRC resident enterprise are exempted from income tax, subject to certain conditions. However, it
remains unclear how the PRC tax authorities will interpret the PRC tax resident treatment of an
offshore company with indirect ownership interests in PRC resident enterprises through intermediary
holding companies.

Moreover, if the PRC tax authorities determine that our Company is a PRC resident enterprise for PRC
enterprise income tax purposes, gains realized on the sale or other disposal of our Shares may be
subject to PRC tax, at a rate of 10% in the case of non-PRC enterprises, or 20% in the case of non-PRC
individuals (in each case, subject to the provisions of any applicable tax treaty), if such gains are
deemed to be from PRC sources. Any such tax may reduce the returns on your investment in our
Shares.

We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies, and heightened scrutiny over acquisition
transactions by the PRC tax authorities may have a negative impact on potential acquisitions we
may pursue in the future.

The State Administration of Taxation has issued several rules and notices to tighten the scrutiny over
acquisition transactions in recent years, including the Notice on Several Issues Regarding the Income
Tax of Non-PRC Resident Enterprises ( I ZFiH5 88 JmBAA I JE RARSE TS BLE P T REN A ) )
issued in March 2011, or SAT Circular 24, and the Notice on Certain Corporate Income Tax Matters
on Indirect Transfer of Properties by Non-PRC Resident Enterprises ( B ZBIH AR B IE & R A2
] e R A SR S BT T MR A 45 ) ) issued in February 2015, or SAT Circular 7. Pursuant to
these rules and notices, if a non-PRC resident enterprise indirectly transfers PRC taxable properties,
referring to properties of an establishment or a place in the PRC, real estate properties in the PRC or
equity investments in a PRC tax resident enterprise, by disposing of equity interest in an overseas
holding company, such indirect transfer should be deemed as a direct transfer of PRC taxable
properties and gains derived from such indirect transfer may be subject to the PRC withholding tax at a
rate of up to 10%. SAT Circular 7 sets out several factors to be taken into consideration by tax
authorities in determining whether an indirect transfer has a reasonable commercial purpose. An
indirect transfer satisfying all the following criteria will be deemed to lack reasonable commercial
purpose and be taxable under PRC law: (i) 75% or more of the equity value of the intermediary
enterprise being transferred is derived directly or indirectly from the PRC taxable properties; (ii) at any
time during the one-year period before the indirect transfer, 90% or more of the asset value of the
intermediary enterprise (excluding cash) is comprised directly or indirectly of investments in the PRC,
or 90% or more of its income is derived directly or indirectly from the PRC; (iii) the functions
performed and risks assumed by the intermediary enterprise and any of its subsidiaries that directly or
indirectly hold the PRC taxable properties are limited and are insufficient to prove their economic
substance; and (iv) the foreign tax payable on the gain derived from the indirect transfer of the PRC
taxable properties is lower than the potential PRC income tax on the direct transfer of such assets.
Nevertheless, the indirect transfer falling into the safe harbor available under SAT Circular 7 may not
be subject to PRC tax and the scope of the safe harbor includes qualified group restructuring as
specifically set out in SAT Circular 7, public market trading and tax treaty exemptions. In October
2017, the SAT released the Public Notice Regarding Issues Concerning the Withholding of
Non-resident Enterprise Income Tax at Source ( I ZBLG A R BIN IE & BAR ZE BT 158005 S8 040 B
HE A ), or SAT Public Notice 37, effective from December 2017. SAT Public Notice 37 replaced a
series of important circulars, including but not limited to the Notice on Strengthening Administration of
Enterprise Income Tax for Share Transfers by Non-PRC Resident Enterprises ( {[BEIZBiHs 485 B M
50 SR R A 2 PR e T AR A SE TS B L) ), or SAT Circular 698, and revised the rules
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governing the administration of withholding tax on China-source income derived by a non-resident
enterprise. SAT Public Notice 37 provides for certain key changes to the current withholding regime,
for example, the withholding obligation for a non-resident enterprise deriving dividend arises on the
date on which the payment is actually made rather than on the date of the resolution that declared the
dividends.

Under SAT Circular 7 and SAT Public Notice 37, the entities or individuals obligated to pay the
transfer price to the transferor are the withholding agents and must withhold the PRC income tax from
the transfer price if the indirect transfer is subject to the PRC enterprise income tax. If the withholding
agent fails to do so, the transferor should report to and pay the tax to the PRC tax authorities. In the
event that neither the withholding agent nor the transferor fulfills their obligations under SAT Circular
7 and SAT Public Notice 37, according to the applicable law, apart from imposing penalties such as late
payment interest on the transferor, the tax authority may also hold the withholding agent liable and
impose a penalty of 50% to 300% of the unpaid tax on the withholding agent. The penalty imposed on
the withholding agent may be reduced or waived if the withholding agent has submitted the relevant
materials in connection with the indirect transfer to the PRC tax authorities in accordance with SAT
Circular 7.

However, as there is a lack of clear statutory interpretation, we face uncertainties on the reporting and
consequences on future private equity financing transactions, share exchange or other transactions
involving the transfer of shares in our Company by investors that are non-PRC resident enterprises, or
sale or purchase of shares in other non-PRC resident companies or other taxable assets by us. Our
Company and other non-resident enterprises in our group may be subject to filing obligations or being
taxed if our Company and other non-resident enterprises in our group are transferors in such
transactions, and may be subject to withholding obligations if our Company and other non-resident
enterprises in our group are transferees in such transactions. For the transfer of shares in our Company
by investors that are non-PRC resident enterprises, our PRC subsidiaries may be requested to assist in
the filing under the rules and notices. As a result, we may be required to expend valuable resources to
comply with these rules and notices or to request the relevant transferors from whom we purchase
taxable assets to comply, or to establish that our Company and other non-resident enterprises in our
group should not be taxed under these rules and notices. There is no assurance that the tax authorities
will not apply the rules and notices to our offshore restructuring transactions where non-PRC residents
were involved if any of such transactions were determined by the tax authorities to lack reasonable
commercial purpose. As a result, we and our non-PRC resident investors may be at risk of being taxed
under these rules and notices and may be required to comply with or to establish that we should not be
taxed under such rules and notices.

Discontinuation of preferential tax rates we currently enjoy or other unfavorable changes in tax law
could result in additional compliance obligations and costs.

Our PRC subsidiaries and VIEs may, if they meet the relevant requirements, qualify for certain
preferential tax treatment. For a qualified high and new technology enterprise, the applicable enterprise
income tax rate is 15%. MedBanks (Beijing) Network Technology Co. ,Ltd (EIR(ILR)4E4&BH A BR A
A]), one of PRC operating entities, was qualified as a “high and new technology enterprise” and
therefore is entitled to a preferential income tax rate of 15% in 2021. The high and new technology
enterprise qualification is re-assessed by the relevant authorities every three years. Moreover, a
qualified software enterprise is entitled to a tax holiday consisting of a two-year enterprise income tax
exemption beginning with the first profit-making calendar year and a 50% enterprise income tax
reduction for the subsequent three years. If such PRC subsidiaries or VIEs fail to maintain their
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respective qualification under the relevant PRC laws and regulations, their applicable enterprise
income tax rates may increase to up to 25%.

Fluctuations in exchange rates could result in foreign currency exchange losses and may have a
material adverse effect on your investment.

The conversion of Renminbi into other currencies, including the Hong Kong dollar and U.S. dollars, is
based on rates set by the People’s Bank of China. The Renminbi has fluctuated against the U.S. dollar,
at times significantly and unpredictably. The change in the value of the RMB against the Hong Kong
dollar and other currencies may fluctuate and is affected by, among other things, changes in China’s
political and economic conditions. We cannot assure you that Renminbi will not appreciate or
depreciate significantly in value against the Hong Kong dollar or U.S. dollar in the future. It is difficult
to predict how market forces or PRC or U.S. government policy may impact the exchange rate between
Renminbi and the Hong Kong dollar or U.S. dollar in the future.

As a China-based company, any significant change in the exchange rates of the Hong Kong dollar
against RMB may materially adversely affect 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 Renminbi against the U.S. dollar, the Hong Kong dollar or any other foreign
currencies may result in the decrease in the value of our proceeds from the Global Offering.
Conversely, any depreciation of the Renminbi may adversely affect the value of, and any dividends
payable on, our Shares in foreign currency. In addition, there are limited instruments available for us to
reduce our foreign currency risk exposure at reasonable costs. Furthermore, we are also currently
required to complete filings with and obtain approvals from SAFE before converting significant sums
of foreign currencies into Renminbi. 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.

The PRC government’s control of foreign currency conversion may limit our foreign exchange
transactions, including dividend payments on our Shares.

The PRC government imposes controls on the convertibility of the RMB into foreign currencies and, in
certain cases, the remittance of currency out of China. In light of the flood of capital outflows of China
in 2016 due to the weakening of RMB, the PRC government has imposed more restrictive foreign
exchange policies and stepped up scrutiny of major outbound capital movement. 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.

Increases in labor costs in the PRC may adversely affect our business and our profitability.

China’s economy has experienced increases in labor costs in recent years. As China’s economy
continues to grow, the average wages in China are also expected to grow. Our staff cost has also
increased in recent years. We expect that our staff costs, including wages and employee benefits, will
continue to increase. Unless we are able to pass on the increased staff costs to our customers by raising
the price of our services, our profit margin may shrink and our results of operations may be materially
and adversely affected.
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Implementation of the labor laws and regulations in China may adversely affect our business and
results of operations. Failure to fully comply with PRC labor-related laws may expose us to potential
liabilities and penalties.

Pursuant to the PRC Labor Contract Law ( {H#ENRILFE S GIR2%) ), or the Labor Contract
Law, employers are subject to strict requirements in terms of signing labor contracts, minimum wages,
paying remuneration, determining the term of employees’ probation and unilaterally terminating labor
contracts. Due to lack of detailed interpretative rules and broad discretion of the local competent
authorities, it is uncertain as to how the Labor Contract Law and its implementation rules will affect
our current employment policies and practices. Our employment policies and practices may violate the
Labor Contract Law or its implementation rules, and we may thus be subject to related penalties, fines
or legal fees. Compliance with the Labor Contract Law and its implementation rules may increase our
operating expenses, in particular our personnel expenses. In the event that we decide to terminate some
of our employees or otherwise change our employment or labor practices, the Labor Contract Law and
its implementation rules may also limit our ability to effect those changes in a desirable or cost-
effective manner, which could adversely affect our business and results of operations. On October 28,
2010, the Standing Committee of the National People’s Congress promulgated the PRC Social
Insurance Law ( (HP#ENRILAEA & REL) ), or the Social Insurance Law, pursuant to which,
employees must participate in pension insurance, work-related injury insurance, medical insurance,
unemployment insurance and maternity insurance and the employers must, together with their
employees or separately, pay the social insurance premiums for such employees. Recently, the PRC
government enhanced its measures relating to social insurance collection, which may lead to stricter
enforcement. Our social insurance policies and practices may violate the relevant laws and regulations,
and we may thus be subject to related penalties, fines or legal fees. Compliance with the Social
Insurance Law and its implementation rules may increase our operating expenses, in particular our
personnel expenses. Pursuant to the Regulations on Management of Housing Provident Fund ( {fEE 2
&S BB ) promulgated by the State Council on April 1999 and was lately amended on
March 24, 2019, employers must open housing provident fund account and pay housing provident fund
for its employees. If an employer fails to go through the formalities or does not pay the full amount as
scheduled, the relevant administration department shall order it to make rectification or make up the
payment within the prescribed time limit. If an employing entity fails to undertake payment and deposit
registration of housing provident fund or fails to go through the formalities of opening housing
provident fund account for its employees within the prescribed period, a fine shall be imposed. If an
employer fails to make the payment and deposit of the housing provident fund within a prescribed time
limit, an application may be made to the people’s court for compulsory enforcement.

As the interpretation and implementation of labor laws and regulations are still evolving, we cannot
assure you that our employment practice policy and will at all times be deemed to be in full compliance
with labor-related laws and regulations in China, which may subject us to labor disputes or government
investigations. If we are deemed to have violated relevant labor laws and regulations, we could be
required to provide additional compensation to our employees and our business, financial condition
and results of operations could be materially and adversely affected.

Certain judgments obtained against us by our shareholders may not be enforceable.

We are an exempted company incorporated in the Cayman Islands and substantially all of our current
operations are conducted in China as well. In addition, a majority of our current Directors and officers
are nationals and residents of China. As a result, it may be difficult or impossible for you to effect
service of process within Hong Kong upon us or these persons, or to bring an action in Hong Kong
against us or against these individuals in the event that you believe that your rights have been infringed
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under the applicable securities laws or otherwise. In addition, as there are no clear statutory and
judicial interpretations or guidance on a PRC court’s jurisdiction over cases brought under foreign
securities laws, it may be difficult for you to bring an original action against us or our PRC resident
officers and directors in a PRC court based on the liability provisions of non-PRC securities laws. Even
if you are successful in bringing an action of this kind, the laws of the Cayman Islands and of China
may render you unable to enforce a judgment against our assets or the assets of our Directors and
officers.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares prior to the Global Offering, and there can be
no assurance that an active market would develop, and the price and trading volume of our Shares
may be volatile.

Prior to the completion of the Global Offering, there has been no public market for our Shares. There
can be no guarantee that an active trading market for our Shares will develop or be sustained after
completion of the Global Offering. The Offer Price is the result of negotiations between our Company
and the Overall Coordinators (for themselves and on behalf of the Capital Market Intermediaries and
the Underwriters), which may not be indicative of the price at which our Shares will be traded
following completion of the Global Offering. The market price of our Shares may drop below the Offer
Price at any time after completion of the Global Offering. We have applied to the Hong Kong Stock
Exchange for the listing of, and permission to deal in, the Shares. However, for instance, all our
existing Shareholders prior to the Global Offering are subject to a lock-up period of at least six months
from the Listing Date, during which they will not, inter alia, directly or indirectly dispose of, or enter
into any agreement to dispose of or otherwise create any options, rights, interests or encumbrances in
respect of any Shares of our Company. Accordingly, only 1.5% of our total issued Shares (assuming
the Over-allotment Option is not exercised), will be free to trade immediately following the completion
of the Global Offering. As a result, a listing on the Hong Kong Stock Exchange does not guarantee that
an active and liquid trading market for our Shares will develop, especially during the period when a
significant portion of our Shares are subject to lock-up undertakings, or if it does develop, that it will
be sustained following the Global Offering, or that the market price of the Shares will rise following
the Global Offering.

The price and trading volume of our Shares may be volatile, which could lead to substantial losses to
you.

The price and trading volume of our Shares may be subject to significant volatility in response to
various factors beyond our control, including the general market conditions of the securities in Hong
Kong and elsewhere in the world. In particular, the business and performance and the market price of
the shares of other companies engaging in similar business may affect the price and trading volume of
our Shares. In addition to market and industry factors, the price and trading volume of our Shares may
be highly volatile for specific business reasons, such as the results of clinical trials of our drug
candidates, the results of our applications for approval of our drug candidates, regulatory developments
affecting the pharmaceutical industry, healthcare, health insurance and other related matters,
fluctuations in our revenue, earnings, cash flows, investments and expenditures, relationships with our
suppliers, movements or activities of key personnel or actions taken by competitors. Moreover, shares
of other companies listed on the Hong Kong Stock Exchange with significant operations and assets in
China 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. In addition, the price and trading volume of
our Shares may decline if securities or industry analysts do not publish research reports about our
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business, or if one or more analysts who cover us downgrade our Shares or publish negative opinions
about us regardless of the accuracy of the information.

The actual or perceived sale or availability for sale of substantial amounts of our Shares, especially
by our directors, executive officers and substantial shareholders, could adversely affect the market
price of our Shares.

Future sales of a substantial number of our Shares, especially by our directors, executive officers and
substantial shareholders, or the perception or anticipation of such sales, could negatively impact the
market price of our Shares in Hong Kong and our ability to raise equity capital in the future at a time
and price that we deem appropriate.

The Shares held by our existing shareholders are subject to certain lock-up periods beginning on the
date on which trading in our Shares commences on the Hong Kong Stock Exchange. While we
currently are not aware of any intention of such persons to dispose of significant amounts of their
Shares immediately after the expiry of the lock-up periods, we cannot assure you that they will not
dispose of any Shares they may own now or in the future. Market sale of Shares and the availability of
these Shares for future sale may have negative impact on the market price of our Shares.

You will incur immediate and substantial dilution and may experience further dilution in the future.

As the Offer Price of Shares is higher than the net tangible book value per share of our Shares
immediately prior to the Global Offering, purchasers of our Shares in the Global Offering will
experience an immediate dilution. If we issue additional Shares in the future, purchasers of our Shares
in the Global Offering may experience further dilution in their shareholding percentage.

We cannot assure you that we will declare and distribute any amount of dividends in the future and
you may have to rely on price appreciation of our Shares for return on your investment.

We currently intend to retain most, if not all, of our available funds and any future earnings to fund the
development and growth of our business. As a result, we have not yet adopted a dividend policy with
respect to future dividends. Therefore, you should not rely on an investment in our Shares as a source
for any future dividend income.

Our board of directors has discretion as to whether to distribute dividends, subject to certain
restrictions under Cayman Islands law, namely that our Company may only pay dividends either out of
profits or share premium account, and provided always that in no circumstances may a dividend be
paid if this would result in our Company being unable to pay its debts at they fall due in the ordinary
course of business. In addition, our shareholders may by ordinary resolution declare a dividend, but no
dividend may exceed the amount recommended by our board of directors. Even if our board of
directors decides to declare and pay dividends, the timing, amount and form of future dividends, if any,
will depend on, among other things, our future results of operations and cash flow, our capital
requirements and surplus, the amount of distributions, if any, received by us from our subsidiary, our
financial condition, contractual restrictions and other factors deemed relevant by our board of directors.
Accordingly, the return on your investment in our Shares will likely depend entirely upon any future
price appreciation of our Shares. There is no guarantee that our Shares will appreciate in value or even
maintain the price at which you purchased the Shares. You may not realize a return on your investment
in our Shares and you may even lose your entire investment in our Shares.
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We have significant discretion as to how we will use the net proceeds of the Global Offering, and
you may not necessarily agree with how we use them.

Our management may use the net proceeds from the Global Offering in ways that you may not agree
with or that do not yield favorable returns for our Shareholders. We plan to use the net proceeds from
the Global Offering to expand our businesses, enhance our technology infrastructure and data insight,
promote sales and marketing, conduct potential investments and acquisitions or strategic alliances. See
“Future Plans and Use of Proceeds” in this prospectus. However, our management will have discretion
as to our actual use of the net proceeds. You are entrusting your funds to our management, upon whose
judgment you must depend for the specific uses we will make of the net proceeds from this Global
Offering.

Facts, forecasts and statistics in this Prospectus relating to the PRC and global economy and the
healthcare industry may not be fully reliable.

Facts, forecasts and statistics in this Prospectus relating to the PRC and global economy and healthcare
industry in China and overseas markets are obtained from various sources including official
government publications that we believe are reliable. However, we cannot guarantee the quality or
reliability of these sources. Neither we, the Joint Sponsors, the Sponsor-Overall Coordinators, the
Overall Coordinators, the Joint Global Coordinators, the Capital Market Intermediaries, the Joint
Bookrunners, the Underwriters nor our or their respective affiliates or advisors have verified the facts,
forecasts and statistics nor ascertained the underlying economic assumptions obtained from these
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 and global economy and the healthcare industry in China and overseas markets 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 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.

There will be a time gap of several business days between pricing and trading of our Shares offered
in the Global Offering. Holders of our Shares are subject to the risk that trading prices of our
Shares could fall during the period before trading of our Shares begins.

The Offer Price of our Shares is expected to be determined on the Price Determination Date. However,
our Shares will not commence trading on the Hong Kong Stock Exchange until they are delivered,
which is expected to be five Hong Kong business days after the pricing date. As a result, investors may
not be able to sell or deal in our Shares during that period. Accordingly, given our longer time gap of
several business days between pricing and trading of our Shares offered in the Global Offering, holders
of our Shares are subject to the risk that the price of our Shares could fall before trading begins as a
result of unfavorable market conditions, or other adverse developments, that could occur between the
time of sale and the time trading begins.

You should read the entire document carefully and should not rely on any information contained in
press articles or other media regarding us and the Global Offering.

We strongly caution you not to rely on any information contained in press articles or other media
regarding us and the Global Offering. Prior to the publication of this prospectus, there has been press
and media coverage regarding us and the Global Offering. Such press and media coverage may include
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references to certain information that does not appear in this prospectus, including certain operating
and financial information and projections, valuations and other information. We have not authorized
the disclosure of any such information in the press or media and do not accept any responsibility for
any such press or media coverage or the accuracy or completeness of any such information or
publication. We make no representation as to the appropriateness, accuracy, completeness or reliability
of any such information or publication. To the extent that any such information is inconsistent or
conflicts with the information contained in this prospectus, we disclaim responsibility for it and you
should not rely on such information.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTIONS FROM STRICT COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Listing, we have sought the following waivers from strict compliance with the
Listing Rules and exemptions from strict compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance.

WAIVER IN RESPECT OF 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.

Our management, business operations and assets are primarily located outside Hong Kong. The
principal management headquarters of our Group are primarily based in the PRC. Our Company
considers that our Group’s management is best able to attend to its functions be being based in the
PRC. None of our executive Directors is or will be ordinarily resident in Hong Kong after the Listing
of our Company. Our Directors consider that relocation of our executive Directors to Hong Kong will
be burdensome and costly for our Company, and it may not be in the best interests of our Company and
our Shareholders as a whole to appoint additional executive Directors who are ordinarily resident in
Hong Kong. As such, we do not have, and for the foreseeable future will not have, sufficient
management presence in Hong Kong for the purpose of satisfying the requirements under Rule 8.12 of
the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted us, a
waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules, provided
that our Company implements the following arrangements to maintain effective communication
between the Stock Exchange and us:

(i)  pursuant to Rule 3.05 of the Listing Rules, the Company has appointed and will continue to
maintain two authorized representatives, namely, Mr. Li and Ms. TSANG Wing Man, being an
executive Director and a joint company secretary, to be the principal communication channel at
all times between the Stock Exchange and our Company. Each of our Company’s authorized
representatives will be available to meet with the Stock Exchange within a reasonable time frame
upon the request of the Stock Exchange and will be readily contactable by telephone, facsimile
and email;

(ii)) as and when the Stock Exchange wishes to contact our Directors on any matters, each of our
authorized representatives has the means to contact all of our Directors (including the
independent non-executive Directors) promptly at all times;

(iii)) although our executive Directors are not ordinary residents in Hong Kong, each of our Directors
not ordinarily residing in Hong Kong possesses or can apply for valid travel documents to visit
Hong Kong and is able to meet with the Stock Exchange within a reasonable period of time,
when required;

(iv) we have appointed Alliance Capital Partners Limited as our compliance adviser (the
“Compliance Adviser”), pursuant to Rule 3A.19 of the Listing Rules, who will have access at
all times to our authorized representatives, Directors and senior management, and will act as an
additional channel of communication between the Stock Exchange and us for the period
commencing from the Listing Date to the date on which our Company complies with Rule 13.46
of the Listing Rules in respect of its financial results for the first full financial year commencing
after the Listing Date. The Compliance Adviser will maintain constant contact with the
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authorized representatives, Directors and senior management through various means, including
regular meetings and telephone discussions whenever necessary. Our authorized representatives,
Directors and other officers of our Company will provide promptly such information and
assistance as the Compliance Adviser may reasonably require in connection with the
performance of the Compliance Adviser’s duties as set forth in Chapter 3A of the Listing Rules;

(v)  we have provided the Stock Exchange with the contact details of each Director (including their
respective mobile phone number, office phone number, fax number (where available) and e-mail
address), and in the event that any Director expects to travel or otherwise be out of the office, he
will provide the phone number of the place of his accommodation to the authorized
representatives; and

(vi) we will also retain legal advisors to advise on on-going compliance requirements as well as other
issues arising under the Listing Rules and other applicable laws and regulations of Hong Kong
after Listing.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an individual
who, by virtue of their academic or professional qualifications or relevant experience, is, in the opinion
of the Stock Exchange, capable of discharging the functions of company secretary.

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the following
academic or professional qualifications to be acceptable:

(i) amember of The Hong Kong Institute of Chartered Secretaries;

(ii))  a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws
of Hong Kong); and

(iii) 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:

(i)  length of employment with the issuer and other issuers and the roles they played;

(i) familiarity with the Listing Rules and other relevant law and regulations including the Securities
and Futures Ordinance, Companies Ordinance, Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;

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

(iv) professional qualifications in other jurisdictions.

Our Company appointed Ms. TSANG Wing Man of SWCS Corporate Services Group (Hong Kong)
Limited and Ms. REN Na, as joint company secretaries. See “Directors and Senior Management—
Joint Company Secretaries” in this prospectus for their biographies.

Ms. TSANG Wing Man is an associate member of both The Hong Kong Chartered Governance
Institute (formerly known as The Hong Kong Institute of Chartered Secretaries) and The Chartered
Governance Institute (formerly known as The Institute of Chartered Secretaries and Administrators),
and therefore meets the qualification requirements under Rule 3.28 Note 1 of the Listing Rules and is
in compliance with Rule 8.17 of the Listing Rules.
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Our Company’s principal business activities are outside Hong Kong. Our Company believes that it
would be in the best interests of our Company and the corporate governance of our Group to have as its
joint company secretary a person such as Ms. REN Na, who is an employee of our Company and who
has day-to-day knowledge of our Company’s affairs. Ms. REN Na has the necessary nexus to the
Board and close working relationship with management of our Company in order to perform the
function of a joint company secretary and to take the necessary actions in the most effective and
efficient manner.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from strict
compliance with Rules 3.28 and 8.17 of the Listing Rules for a three year period from the Listing Date
on the conditions that (i) the waiver will be revoked immediately if Ms. TSANG Wing Man ceases to
provide assistance to Ms. REN Na throughout the three year period, and (ii) the waiver can be revoked
if there are material breaches of the Listing Rules by our Company.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and expect to continue, certain transactions that will constitute non-exempt
continuing connected transactions of our Company under the Listing Rules upon Listing. Accordingly,
we have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver from
strict compliance with Chapter 14A of the Listing Rules. See “Connected Transactions” in this
prospectus for further details.

WAIVER AND EXEMPTION IN RESPECT OF THE OUTSTANDING 2017 PLAN OPTIONS

Under Rule 17.02(1)(b) of the Listing Rules, our Company is required to disclose in this prospectus
full details of all outstanding options and their potential dilution effect on the shareholdings upon
Listing as well as the impact on the earnings per Share arising from the exercise of such outstanding
options.

Under paragraph 27 of Appendix 1A to the Listing Rules, our Company is required to disclose in this
prospectus particulars of any capital of any member of the Group which is under option, or agreed
conditionally or unconditionally to be put under option, including the consideration for which the
option was or will be granted and the price and duration of the option, and the name and address of the
grantees, or an appropriate negative statement.

Under paragraph 10 of Part I of the Third Schedule to the Companies (Winding up and Miscellaneous
Provisions) Ordinance, our Company is required to disclose in this prospectus the number, description
and amount of any Shares which any person has, or is entitled to be given, an option to subscribe for,
together with certain particulars of the option, namely the period during which it is exercisable, the
price to be paid for the Shares subscribed for under it, the consideration (if any) given or to be given
for it and the names and addresses of the persons to whom it was given.

As of the Latest Practicable Date, our Company had granted outstanding 2017 Plan Options to 202
grantees to subscribe for an aggregate of 10,898,405 Shares, representing approximately 1.43% of the
total number of Shares in issue immediately after completion of the Global Offering (assuming neither
the Over-allotment Option nor any outstanding 2017 Plan Options are exercised), on the terms set out
in “Statutory and General Information—D. Share Schemes” in this prospectus. Our Company will not
grant further 2017 Plan Options after the Listing. The grantees of the outstanding 2017 Plan Options
include current employees, former employees and external consultants of our Group. None of the
grantees of the outstanding 2017 Plan Options are Directors, senior management or connected persons
of our Company.
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Our Company has applied (i) to the Hong Kong Stock Exchange a waiver from strict compliance with
the disclosure requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the
Listing Rules; and (ii) to the SFC a certificate of exemption from strict compliance with the disclosure
requirements under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance on the ground that strict compliance with the above requirements
would be unduly burdensome for our Company and the exemption and waiver would not prejudice the
interest of the investing public for the following reasons:

(a) given that 202 grantees are involved, strict compliance with such disclosure requirements would
be costly and unduly burdensome for our Company in light of a significant increase in cost and
timing for information compilation, prospectus preparation and seeking consent from each
grantee to disclose his/her personal information (including residential address) in this prospectus;

(b) the disclosure of key information of the 2017 Plan and the outstanding 2017 Plan Options in this
prospectus, has provided potential investors with sufficient information to make an informed
assessment of the potential dilution effect and impact on earnings per Share of the outstanding
2017 Plan Options in their investment decision making process; and

(c) the lack of full compliance with the above disclosure requirements would not prevent potential
investors from making an informed assessment of the activities, assets, liabilities, financial
position, management and prospects of the Group and will not prejudice the interest of potential
investors.

The Hong Kong Stock Exchange has granted us a waiver from strict compliance with the disclosure
requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules subject
to the following conditions:

(a) the grant of a certificate of exemption from strict compliance with the disclosure requirements
under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance;

(b) on an individual basis, full details of all the outstanding 2017 Plan Options granted by the
Company under the 2017 Plan to each of the Directors, senior management, connected persons
of the Company (if any), including all the particulars required under Rule 17.02(1)(b) of the
Listing Rules, paragraph 27 of Appendix 1A to the Listing Rules and paragraph 10 of Part I of
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, be
disclosed in the prospectus;

(c) disclosure in this prospectus of a summary of the principal terms of the 2017 Plan;

(d) disclosure in this prospectus of the aggregate number of Shares underlying the outstanding 2017
Plan Options and the percentage of the Company’s total issued share capital represented by such
number of Shares as of the Latest Practicable Date;

(e) in respect of the outstanding 2017 Plan Options granted by our Company to the remaining
grantees other than those referred to in sub-paragraph (b) above, disclosure will be made on
aggregate basis, categorized into lots based on the number of Shares underlying the outstanding
2017 Plan Options granted to each individual grantee, being (1) 1 to 29,999 Shares, (2) 30,000 to
59,999 Shares, (3) 60,000 to 89,999 Shares, (4) 90,000 to 119,999 Shares and (5) 120,000 or
more Shares. For each lot, the following disclosure will be made on an aggregated basis: (1) the
aggregate number of grantees and number of Shares underlying the outstanding 2017 Plan
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Options as of the Latest Practicable Date, (2) the exercise period and the exercise price of the
outstanding 2017 Plan Options and (3) the approximate percentage of the total number of Shares
in issue immediately after completion of the Global Offering (assuming neither the Over-
allotment Option nor any outstanding 2017 Plan Options are exercised);

(f)  disclosure in this prospectus of the dilution effect and impact on earnings per Share upon full
exercise of the outstanding 2017 Plan Options;

(g) the following details of the outstanding 2017 Plan Options be disclosed in this prospectus: (i) the
aggregate number of the grantees, (ii) the number of Shares underlying the outstanding 2017
Plan Options, (iii) the consideration paid for the grant of the outstanding 2017 Plan Options, and
(iv) the exercise period and exercise price of the outstanding 2017 Plan Options;

(h) a full list of all the grantees with outstanding 2017 Plan Options containing all the particulars as
required under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules be
made available for public inspection in accordance with “Documents Delivered to the Registrar
of Companies and on Display—Documents Available for Inspection” in Appendix V to this
prospectus; and

(i)  the particulars of the waiver and exemption be disclosed in this prospectus.

The SFC has granted us a certificate of exemption from strict compliance with the disclosure
requirements under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance subject to the following conditions:

(a) full details of the Options granted by our Company under the 2017 Plan to each of the Directors,
senior management, connected persons of our Company and other grantees who has been
granted Options to subscribe for 500,000 Shares of the Company or more are disclosed in the
prospectus, such details to include all the particulars required under paragraph 10 of Part I of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance;

(b) the following details of the Options granted under the 2017 Plan be disclosed in the Prospectus:
(1) the aggregate number of the grantees, (ii) the number of Shares underlying the Options
granted under the 2017 Plan, (iii) the consideration paid for the grant of the Options granted
under the 2017 Plan, and (iv) the exercise period and exercise price of the Options granted under
the 2017 Plan;

(c) in respect of the Options granted under the 2017 Plan granted by the Company to the remaining
grantees other than those referred to in sub-paragraph (a) above, disclosure will be made on
aggregate basis, categorized into lots based on the number of Shares underlying the Options
granted under the 2017 Plan granted to each individual grantee, being (1) 1 to 29,999 Shares, (2)
30,000 to 59,999 Shares, (3) 60,000 to 89,999 Shares, (4) 90,000 to 119,999 Shares and (5)
120,000 or more Shares. For each lot, the following disclosure will be made on an aggregated
basis: (1) the aggregate number of grantees and number of Shares underlying the Options
granted under the 2017 Plan as of the Latest Practicable Date, (2) the exercise period and the
exercise price of the Options granted under the 2017 Plan and (3) the approximate percentage of
the total number of Shares in issue immediately after completion of the Global Offering
(assuming neither the Overallotment Option nor any Options granted under the 2017 Plan are
exercised);

(d) afull list of all the grantees (including the persons referred to sub-paragraph (a) above) who have
been granted Options to subscribe for Shares under the 2017 Plan, containing all the details as
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required under paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance be made available for public inspection in accordance with
“Documents Delivered to the Registrar of Companies and on Display—Documents Available for
Inspection” in Appendix V to this prospectus; and

(e) the particulars of the exemption be disclosed in this prospectus, and this prospectus will be
issued on or before December 12, 2022.

WAIVER AND EXEMPTION IN RELATION TO THE PROPOSED ACQUISITIONS AFTER
THE TRACK RECORD PERIOD

Pursuant to Rules 4.04(2) and 4.04(4) of the Listing Rules, the issuer shall include in its accountant’s
report the results and balance sheet of any subsidiaries and/or businesses acquired, agreed to be
acquired or proposed to be acquired since the date to which the latest audited accounts of the issuer
have been made up in respect of each of the three financial years immediately preceding the issue of
the listing document.

According to Note (4) to Rule 4.04 of the Listing Rules, the Stock Exchange may consider an application
for a waiver from strict compliance with Rules 4.04(2) and 4.04(4) taking into account the following:

(a) that all the percentage ratios (as defined under Rule 14.04(9) of the Listing Rules) of each
acquisition are less than 5% by reference to the most recent financial year of the applicant’s
trading record period;

(b) if the acquisition will be financed by the proceeds raised from a public offer, the new applicant
has obtained a certificate of exemption from the Commission in respect of the relevant
requirements under paragraphs 32 and 33 of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance;

(c) (i) where a new applicant’s principal activities involve the acquisition of equity securities (the
Stock Exchange may require further information where securities acquired are unlisted),
the new applicant is not able to exercise any control, and does not have any significant
influence over the underlying company or business to which Rules 4.04(2) and 4.04(4)
relate, and has disclosed in its listing document the reasons for the acquisition and a
confirmation that the counterparties and their respective ultimate beneficial owners are
independent of the new applicant and its connected persons. In this regard, “control”
means the ability to exercise or control the exercise of 30% (or any amount specified in the
Takeovers Code as the level for triggering a mandatory general offer) or more of the
voting power at general meeting, or being in a position to control the composition of a
majority of the board of directors of the underlying company or business; or

(ii)) with respect to an acquisition of a business (including acquisition of an associated
company and any equity interest in a company other than in the circumstances covered
under sub-paragraph (a) above) or a subsidiary by a new applicant, the historical financial
information of such business or subsidiary is unavailable, and it would be unduly
burdensome for the new applicant to obtain or prepare such financial information; and the
new applicant has disclosed in its listing document information required for the
announcement for a disclosable transaction under Rules 14.58 and 14.60 on each
acquisition. In this regard, “unduly burdensome” will be assessed based on each new
applicant’s specific facts and circumstances (e.g. why the financial information of the

95



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTIONS FROM STRICT COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

acquisition target is not available and whether the new applicant or its controlling
shareholder has sufficient control or influence over the seller to gain access to the
acquisition target’s books and records for the purpose of complying with the disclosure
requirements under rules 4.04(2) and 4.04(4)).

Proposed Acquisition of Smart Pharmacy

In March 2022, we proposed to acquire 45% of the total issued shares of Sinopharm Holdings Smart
Pharmacy (Hubei) Co., Ltd (B#E#REMERRZER (540) ARAR) (“Smart Pharmacy”) from
Sinopharm Group Hubei Co., Ltd. (FZE#KMILARA ) (“Sinopharm Group™) (the “Proposed
Acquisition of Smart Pharmacy”). We have indirectly held 35% of the equity interest in Smart
Pharmacy since its establishment in 2018. Upon completion of the Proposed Acquisition, we will
indirectly hold 80% of the equity interest in Smart Pharmacy, and Smart Pharmacy will become an
indirect subsidiary of our Company.

As of the Latest Practicable Date, the Proposed Acquisition of Smart Pharmacy is under preliminary
discussion, and no legally binding agreement had been entered into between Sinopharm Group and us.
Sinopharm Group initiated the tender procedure for the sale of the 45% equity interest in Smart
Pharmacy in October 2022 and the consideration shall not be less than RMB3,218,118.75. The final
consideration is subject to the tender procedure and is expected to be settled in cash. As of the Latest
Practicable Date, the final consideration had not been determined. When making the offer, our
Company will take into account, among other things, the valuation of Smart Pharmacy at the material
time, status of the business and operations of Company, and will ensure that the consideration of the
Proposed Acquisition of Smart Pharmacy (if consummated) is reasonable and fair and in the interests
of our Shareholders as a whole. There is no guarantee that we will win the bid and complete the
Proposed Acquisition of Smart Pharmacy.

Smart Pharmacy is primarily engaged in the retail of drugs and pharmaceutical products in Hubei
Province. Sinopharm Group, a subsidiary of Sinopharm Group Co., Ltd. (B2 RA ) (a
company listed on the Stock Exchange, stock code: 1099), is a state-owned enterprise primarily
engaged in the distribution of pharmaceutical products. We believe that the Proposed Acquisition of
Smart Pharmacy is complementary to our principal businesses and will enhance our presence in Hubei
Province. The Proposed Acquisition of Smart Pharmacy, if consummated, will be conducted on fair
and reasonable terms which are in the interests of our Shareholders as a whole.

To the best of our Directors’ knowledge, information and belief, having made all reasonable enquiries,
the Sinopharm Group and its ultimate beneficial owners are third parties independent from our
Company and our connected persons.

According to the management accounts furnished by Smart Pharmacy:

(a) the total assets of Smart Pharmacy amounted to approximately RMBI11.59 million as of
December 31, 2021, and its total revenue, profit before tax and profit after tax amounted to
approximately RMB71.59 million, RMBO0.40 million and RMBO0.39 million, respectively, for the
year ended December 31, 2021; and

(b) the total assets of Smart Pharmacy amounted to approximately RMB10.89 million as of
December 31, 2020, and its total revenue, loss before tax and loss after tax amounted to
approximately RMB67.66 million, RMBO0.18 million and RMBO0.18 million, respectively, for the
year ended December 31, 2020.
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Proposed Acquisition of Realcan Pharmaceutical

In November 2022, we proposed to acquire 25% of the total issued shares of Realcan Pharmaceutical
Shanxi Co., Ltd. (ii/#%2E 11754 R/A 7)) (“Realcan Pharmaceutical”) from Shanxi Realcan Binhai
Medical Device Co., Ltd. (LL7G%5mMHREREHRESWMARA ) (“Shanxi Realcan Binhai”) (the
“Proposed Acquisition of Realcan Pharmaceutical”’, together with the Proposed Acquisition of
Smart Pharmacy, the “Proposed Acquisitions”). We do not hold any equity interest in Realcan
Pharmaceutical since its establishment in 2000. Upon completion of the Proposed Acquisition of
Realcan Pharmaceutical, we will indirectly hold 25% of the equity interest in Realcan Pharmaceutical.

As of the Latest Practicable Date, the Proposed Acquisition of Realcan Pharmaceutical was under
preliminary discussion, and no legally binding agreement had been entered into between Shanxi
Realcan Binhai and us. As of the Latest Practicable Date, the consideration had not been determined.
When making the offer, our Company will take into account, among other things, the valuation of
Realcan Pharmaceutical at the material time, status of the business and operations of Company, and
will ensure that the consideration of the Proposed Acquisition of Realcan Pharmaceutical (if
consummated) is reasonable and fair and in the interests of our Shareholders as a whole. There is no
guarantee that we will complete the Proposed Acquisition of Realcan Pharmaceutical.

Realcan Pharmaceutical is primarily engaged in the sales of drugs and pharmaceutical products in
Shanxi Province. Shanxi Realcan Binhai, a subsidiary of Realcan Pharmaceutical Group Co., Ltd. (%
JE B A AL Ay A BR /A 1) (a company listed on the Shenzhen Stock Exchange, stock code: 002589), is
a company primarily engaged in the sales of medical devices and provision of relevant services. We
believe that the Proposed Acquisition of Realcan Pharmaceutical is complementary to our principal
businesses and will enable us to establish our pharmaceutical supply chain in the Northern China. The
Proposed Acquisition of Realcan Pharmaceutical, if consummated, will be conducted on fair and
reasonable terms which are in the interests of our Shareholders as a whole.

To the best of our Directors’ knowledge, information and belief, having made all reasonable enquiries,
Shanxi Realcan Binhai and its ultimate beneficial owners are third parties independent from our
Company and our connected persons.

According to the management accounts furnished by Realcan Pharmaceutical:

(a) the total assets of Realcan Pharmaceutical amounted to approximately RMB101.85 million as of
December 31, 2021, and its total revenue, loss before tax and loss after tax amounted to
approximately RMB153.01 million, RMB1.46 million and RMB1.65 million, respectively, for the
year ended December 31, 2021; and

(b) the total assets of Realcan Pharmaceutical amounted to approximately RMB97.65 million as of
December 31, 2020, and its total revenue, profit before tax and profit after tax amounted to
approximately RMB154.61 million, RMB1.42 million and RMB1.02 million, respectively, for the
year ended December 31, 2020.

Conditions to the waivers granted by the Stock Exchange

Our Company has applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver
from strict compliance with Rules 4.04(2) and 4.04(4) of the Listing Rules in respect of each of the
Proposed Acquisitions on the following grounds:
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(@

(b)

(©)

(d)

All the applicable percentage ratios of the Proposed Acquisitions are less than 5%

All the applicable percentage ratios in relation to each of the Proposed Acquisitions are below
5% by reference to the most recent financial year of the Track Record Period. Accordingly, our
Company believes that Proposed Acquisitions are immaterial and will not significantly affect the
financial position of our Group as a whole.

The Proposed Acquisitions will not be financed by the proceeds raised from the Global
Offering

We will use our internal resources to satisfy the consideration payable in relation to the Proposed
Acquisitions (if consummated).

The historical financial information of Smart Pharmacy and Realcan Pharmaceutical
would be unduly burdensome to obtain or prepare

As of the Latest Practicable Date, Smart Pharmacy was indirectly held by our Company as to
35% and its results were not consolidated into the financial statements of our Company, and we
did not hold any equity interest in Realcan Pharmaceutical. Neither Smart Pharmacy nor Realcan
Pharmaceutical have audited historical financial information which is readily available for
disclosure in this prospectus in accordance with the Listing Rules. It would require considerable
amount of time and resources for our Company and the Reporting Accountants to fully
familiarize themselves with the accounting policies of Smart Pharmacy or Realcan
Pharmaceutical and compile necessary financial information and supporting documents for
disclosure in this prospectus. Further, we do not involve in the daily management of Smart
Pharmacy or Realcan Pharmaceutical and do not control or have any significant influence over
Smart Pharmacy or Realcan Pharmaceutical. As we have not entered into any legally-binding
agreement in relation to the Proposed Acquisitions, we are not in a position to request Smart
Pharmacy or Sinopharm Group, Realcan Pharmaceutical or Shanxi Realcan Binhai to cooperate
with us in preparing the audited historical financial information of Smart Pharmacy or Realcan
Pharmaceutical. As such, it would be impractical and unduly burdensome for us to disclose the
audited financial information of Smart Pharmacy or Realcan Pharmaceutical in this prospectus as
required under Rules 4.04(2) and 4.04(4)(a) of the Listing Rules.

In addition, considering that the Proposed Acquisitions are immaterial and are not expected to
have any material effect on the financial condition of our Group, it would not be meaningful for
us to prepare and include the financial information of Smart Pharmacy and Realcan
Pharmaceutical during the Track Record Period in this prospectus.

Our Company has adopted alternative disclosure in this prospectus

To allow the potential investors to better understand the details of Proposed Acquisitions, we
have disclosed the following information in relation to the Proposed Acquisitions in this
prospectus, which is comparable to the information that is required to be included in the
announcement of a disclosable transaction under Chapter 14 of the Listing Rules, including,
among other things, (i) general description of the scope of principal business activities of Smart
Pharmacy and Realcan Pharmaceutical; (ii) the status of the Proposed Acquisitions; (iii) the
assets value, revenue, profits/loss before tax and profits/loss after tax of Smart Pharmacy and
Realcan Pharmaceutical; and (iv) reasons for and benefits of the Proposed Acquisitions.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors (including any proposed director who is named as such in the
prospectus) 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 our Group. Our Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information contained
in this prospectus is accurate and complete in all material respects and not misleading or deceptive, and
that there are no other matters the omission of which would make any statement herein or this
prospectus misleading.

UNDERWRITING AND INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering, which forms
part of the Global Offering. The Global Offering comprises the Hong Kong Public Offering of initially
992,000 Shares and the International Offering of initially 8,927,400 Shares (subject, in each case, to
reallocation on the basis set out in “Structure of the Global Offering” in this prospectus and without
taking into account the Over-allotment Option).

The listing of our Shares on the Stock Exchange is sponsored by the Joint Sponsors and the Global
Offering is managed by the Overall Coordinators. The Hong Kong Public Offering is fully
underwritten by the Hong Kong Underwriters pursuant to the Hong Kong Underwriting Agreement.
The International Underwriting Agreement relating to the International Offering is expected to be
entered into on or about December 15, 2022. Further information regarding the Underwriters and the
underwriting arrangements are set out in “Underwriting”.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and on the terms and subject to the conditions set out herein.
No person is authorized to give any information in connection with the Global Offering or to make any
representation not contained in this prospectus, and any information or representation not contained
herein must not be relied upon as having been authorized by our Company, the Joint Sponsors, the
Sponsor-Overall Coordinators, the Overall Coordinators, the Joint Global Coordinators, the Capital
Market Intermediaries, the Joint Bookrunners, the Underwriters, any of their respective directors,
agents, employees or advisors or any other party involved in the Global Offering.

Neither the delivery of this prospectus nor any subscription made under it shall, under any
circumstances, constitute a representation that there has been no change or development reasonably
likely to involve a change in our affairs since the date of this prospectus or imply that the information
contained in this prospectus is correct as of any date subsequent to the date of this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will be
required to, or be deemed by his/her acquisition of the Offer Shares to, confirm that he is aware of the
restrictions on offers and sales of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares or the distribution of this
prospectus in any jurisdiction other than Hong Kong. Accordingly, without limitation to the following,
this prospectus may not be used for the purpose of, and does not constitute, an offer or invitation in any
jurisdiction or in any circumstances in which such an offer or invitation is not authorized or to any
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person to whom it is unlawful to make such an offer or invitation. The distribution of this prospectus
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. In particular, the Hong Kong Offer Shares have not been publicly offered or sold, directly
or indirectly, in the PRC or the United States.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the granting of listing of, and
permission to deal in, our Shares in issue prior to the Global Offering and to be issued pursuant to the
Global Offering (including the Shares which may be issued pursuant to the exercise of the Over-
allotment Option).

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 in the near future.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisors as to
the taxation implications of subscribing for, purchasing, holding or disposal of, and/or dealing in the
Shares or exercising rights attached to them. None of us, the Joint Sponsors, the Sponsor-Overall
Coordinators, the Overall Coordinators, the Joint Global Coordinators, the Capital Market
Intermediaries, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their
respective directors, officers, employees, agents or representatives or any other person or party
involved in the Global Offering accepts responsibility for any tax effects on, or liabilities of, any
person resulting from the subscription, purchase, holding, disposition of, or dealing in, the Shares or
exercising any rights attached to them.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangement relating to the Over-allotment Option and stabilization are set out in
“Structure of the Global Offering”.

HONG KONG REGISTER OF MEMBERS AND HONG KONG STAMP DUTY

The Company’s principal register of members will be maintained by its principal share registrar,
Campbells Corporate Services Limited, in the Cayman Islands. All of the Shares issued pursuant to the
Global Offering will be registered on the Company’s Hong Kong register of members to be maintained
in Hong Kong by its Hong Kong Share Registrar, Tricor Investor Services Limited at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong. Dealings in the Shares registered in our Company’s
Hong Kong register of members will be subject to Hong Kong stamp duty. Unless determined
otherwise by our Company, dividends payable in Hong Kong dollars in respect of Shares will be paid
to the Shareholders listed on the Hong Kong register of members of our Company, by ordinary post, at
the Shareholders’ risk, to the registered address of each Shareholder.

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
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eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the date
of commencement of dealings in the Shares on the Stock Exchange or on any other date 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 enabling the Shares to be admitted into CCASS.

Investors should seek the advice of their stockbroker or other professional advisors for details of the
settlement arrangements as such arrangements may affect their rights and interests.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in “How to Apply for Hong Kong
Offer Shares”.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in “Structure of the
Global Offering”.

EXCHANGE RATE CONVERSION

Solely for convenience, this prospectus contains translations among certain amounts denominated in
Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that the amounts
denominated in one currency could actually be converted into the amounts denominated in another
currency at the rates indicated or at all. Unless indicated otherwise, the conversions between
(1) Renminbi and Hong Kong dollars were made at the rate of RMB0.90453 to HK$1.00, (ii) U.S.
dollars and Hong Kong dollars were made at the rate of HK$7.7813 to US$1.00, and (iii) U.S. dollars
and Renminbi were made at the rate of RMB7.0384 to US$1.00.

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the Chinese translation
of this prospectus, the English version of this prospectus shall prevail. Names of any laws and
regulations, governmental authorities, institutions, natural persons or other entities which have been
translated into English and included in this prospectus and for which no official English translation
exists are unofficial translations for your reference only, and the names in their respective original
languages shall prevail.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments, or have been rounded to a set number of decimal places. Accordingly, figures shown as
totals in certain tables may not be an arithmetic aggregation of the figures preceding them. Any
discrepancies in any table, chart or elsewhere between totals and sums of amounts listed therein are
due to rounding.
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DIRECTORS

Name Address

Nationality

Executive Directors

Mr. MA Xuguang (F5/ILJ#%) Room 602, Block No. 7
No. 14 Zaojunmiao
Haidian District, Beijing
PRC

Mr. LI Ji (%%) Hu No. 56, No. 115
Jiefang North Road
Jiancaoping District, Taiyuan
Shanxi Province
PRC

Non-executive Directors

Mr. YAO Leiwen (k% 30) Room 2802, Unit 1
Block 5, Guanhuguoji
88 East 4th Ring
Chaoyang District, Beijing
PRC

Mr. ZHANG Ziquan (R B#)  Flat C, 50/F, Block 1
The Arch (Sky Tower)
1 Austin Road West, Jordan
Kowloon
Hong Kong

Independent non-executive Directors

Mr. CHANG Stanley Yi Room 1902, Building 5
(3R ¥H, alias 35 HF) Lane 600, Golden City Road
Changning District
Shanghai
PRC

Mr. HE Haijian ({7 &) Apartment 5B, Crescent II, The Hillgrove
No. 9 Tsing Fat Lane
Siu Lam
Hong Kong

Ms. HUANG Bei (1) No. 53
399 Lane
Xiangnan Road, Shanghai
PRC

See “Directors and Senior Management” in this prospectus for further details.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors Morgan Stanley Asia Limited
46/F, International Commerce Centre
1 Austin Road West
Kowloon
Hong Kong

Haitong International Capital Limited
Suites 3001-3006 and 3015-3016

One International Finance Centre

1 Harbour View Street

Central
Hong Kong
Sponsor-Overall Morgan Stanley Asia Limited
Coordinators, 46/F, International Commerce Centre
Overall 1 Austin Road West
Coordinators, Kowloon
Joint Global Hong Kong
Coordinators and
Capital Market Haitong International Securities Company Limited
Intermediaries 22/F, Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong
Joint Bookrunners and Morgan Stanley Asia Limited

Joint Lead Managers 46/F, International Commerce Centre
1 Austin Road West
Kowloon
Hong Kong

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

189 Des Voeux Road Central

Hong Kong

Joint Lead Managers Futu Securities International (Hong Kong) Limited
and Capital Market Unit C1-2 13/F United Centre
Intermediaries No0.95 Queensway
Admiralty
Hong Kong

Maxa Capital Limited
Unit 1908, Harbour Center
25 Harbour Road
Wanchai

Hong Kong
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Legal advisers to our
Company

Legal advisers to the
Joint Sponsors and
the Underwriters

Reporting accountants
and independent
auditor

I Win Securities Limited

Room 201, 2/F, China Insurance Group Building
141 Des Voeux Road Central

Central

Hong Kong

As to Hong Kong and U.S. laws
O’Melveny & Myers

31/F, AIA Central

1 Connaught Road Central
Hong Kong

As to PRC law

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District, Beijing

PRC

As to Cayman Islands law
Campbells

1301, 13/F

York House, The Landmark
15 Queen’s Road Central
Hong Kong

As to Hong Kong and U.S. laws
Clifford Chance

27/F, Jardine House

One Connaught Place

Central

Hong Kong

As to PRC law

Commerce & Finance Law Offices
12-14th Floor, China World Office 2
No. 1 Jianguomenwai Avenue
Beijing

PRC

Ernst & Young

Certified Public Accountants

Registered Public Interest Entity Auditor
27/F, One Taikoo Place

979 King’s Road

Quarry Bay

Hong Kong
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Industry consultant

Receiving bank

China Insights Consultancy Limited
10F, Block B

Jing’an International Center

88 Puji Road

Jing’an District, Shanghai

PRC

The Hongkong and Shanghai Banking Corporation Limited
8/F, Tower 2, HSBC Centre

1 Sham Mong Road

Kowloon, Hong Kong
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CORPORATE INFORMATION

Registered Office in the Campbells Corporate Services Limited
Cayman Islands Floor 4, Willow House, Cricket Square
Grand Cayman KY1-9010
Cayman Islands

Headquarters and Units 11-13
Principal Place of 26/F, Tower A
business in the PRC Guanzhou Biosciences Innovation Center

No. 51, Luoxuan Avenue
Guangzhou International Bio Island
Guangzhou

Guangdong Province

PRC

Block 17, Xingiwang Building
No. 1, Dongdadi Street
Dongcheng District

Beijing

PRC

7/F, Building 3
Xingguangyao Plaza

No. 1888, Caoyang Road
Putuo District, Shanghai

PRC
Principal place of 40/F, Dah Sing Financial Centre
business in Hong No. 248 Queen’s Road East
Kong Wanchai
Hong Kong
Company website www.medbankshealthtech.com
(Information contained on this website does not form part of this
prospectus)
Joint company Ms. REN Na
secretaries 7/F, Building 3
Xingguangyao Plaza

No. 1888, Caoyang Road
Putuo District, Shanghai
PRC

Ms. TSANG Wing Man

40/F, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai

Hong Kong
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Authorized Mr. L1 Ji
representatives Hu No. 56, No. 115
Jiefang North Road

Jiancaoping District, Taiyuan
Shanxi Province
PRC

Ms. TSANG Wing Man

40/F, Dah Sing Financial Centre
No. 248 Queen’s Road East
Wanchai

Hong Kong

Audit committee Mr. CHANG Stanley Yi (Chairperson)
Mr. HE Haijian
Ms. HUANG Bei

Remuneration and Mr. HE Haijian (Chairperson)
appraisal committee Mr. L1 Ji
Ms. HUANG Bei

Nomination committee Mr. MA Xuguang (Chairperson)
Mr. HE Haijian
Mr. CHANG Stanley Yi

Strategy committee Mr. MA Xuguang (Chairperson)
Mr. L1 Ji
Mr. YAO Leiwen
Mr. ZHANG Ziquan

Principal share registrar Campbells Corporate Services Limited
and transfer office Floor 4, Willow House, Cricket Square
Grand Cayman, KY1-9010
Cayman Islands

Hong Kong Share Tricor Investor Services Limited
Registrar 17/F, Far East Finance Centre
16 Harcourt Road
Hong Kong

Compliance advisor Alliance Capital Partners Limited
Room 1502-03A, 15/F
Wing On House
71 Des Voeux Road Central
Hong Kong

Principal banks Shanghai Pudong Development Bank, Jing’an Branch
No. 88, Shimen 214 Road
Jing’an District
Shanghai
PRC
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China Merchants Bank, Tiyu East Road Sub-branch
1/F, Goldlion Building

No. 138, Tiyu East Road

Guangzhou, Guangdong Province

PRC

China Merchants Bank, Offshore Banking Center
23/F, China Merchants Bank Shenzhen Branch Building
No.2016 Shennan Boulevard

Futian District

Shenzhen, Guangdong Province

PRC
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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this prospectus were
extracted from the report prepared by CIC, which was commissioned by us, and from various
official government publications and other publicly available publications. We engaged CIC to
prepare the CIC Report, an independent industry report, in connection with the Global Offering.
The information from official government sources has not been independently verified by us, the
Joint Sponsors, Sponsor-Overall Coordinators, Overall Coordinators, Joint Global Coordinators,
Capital Market Intermediaries, Joint Bookrunners, Joint Lead Managers, Underwriters, any of
their respective directors and advisers, or any other persons or parties involved in the Global
Offering, and no representation is given as to its accuracy.

OVERVIEW OF HEALTHCARE INDUSTRY IN CHINA

The healthcare industry is an important part of China’s national economy. China’s healthcare
expenditure is significant and has been growing steadily, from RMB4,097.5 billion in 2015 to
RMBS,054.0 billion in 2021, at a CAGR of 12.7%. It is expected to reach RMB17,734.4 billion in
2030, at a CAGR 0f 9.2% from 2021 to 2030.

Total healthcare expenditure in China, 2015-2030E

0 CAGR 2015-2021 CAGR 2021-2030E Billion RMB
12.7% 9.2%
17,734.4
16,540.0
15371.9
14,233.9
13,129.3
12,061.7
10,958.0
9,922.8
8,955.3
8,054.0
72175
6,584.1
5912.2
aeas 32398

4,097.5 e

2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: China Health Statistics Yearbook, CIC Report

Growth Drivers of Healthcare Industry in China

®  Aging Population. In 2021, people aged 65 years old or above accounted for 14.2% of the total
population in China, according to the National Bureau of Statistics of the PRC. The trend of an
aging population is expected to continue in the coming decades. As health condition generally
deteriorates with age, the elderly are more likely to suffer from chronic and critical diseases,
which leads to an increasing demand for medical products and healthcare services.

®  [ncreasing Prevalence of Chronic and Critical Disease. Chronic and critical diseases, such as
cancer, are increasingly prevalent in China, especially among the younger generation. For
instance, cancer incidence continues to rise, and the disease has been in the limelight given its
societal and personal impact. According to the National Central Cancer Registry and WHO, new
cases of the top ten cancers in China have increased from approximately 3.0 million in 2015 to
3.7 million in 2021. Patients, especially those with critical diseases, demand innovative therapies,
such as targeted therapy, immunotherapy and cell therapy, to an increasing extent.
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Changing Healthcare Payment Landscape. According to the National Bureau of Statistics of the
PRC, Chinese people’s annual per capita disposable income increased from RMB21,966 in 2015
to RMB35,128 in 2021, at a CAGR of 8.1%. In the meanwhile, the Chinese government has been
promoting a multi-tiered health insurance system in recent years to cover different groups of
people. The national basic medical insurance guarantees affordability of treatment for most
common diseases, while commercial insurance serves as a supplementary payment solution to
cater to the demand for additional treatment options, typically innovative therapies and
medications. The establishment of multi-tiered health insurance system and increasing disposable
income have greatly improved individuals’ ability to afford healthcare products and services. In
addition, as living standards improve, Chinese people are increasingly willing to pay for
healthcare as they pay more attention to their health and quality of life, contributing to the growth
of China’s healthcare market.

Major Challenges to Healthcare Industry in China

Inefficient Use of Healthcare Resource. Due to the lack of a mature tiered healthcare delivery
system in China, a large proportion of patients prefer to visit Class III hospitals instead of primary
care institutions even for a common disease, resulting in overuse of specialists and
underutilization of primary care providers. According to the National Health Commission, 3,178
Class III hospitals in China accounted for only 8.7% of all hospitals but 56.8% of all patient visits
in China in 2021. The inefficiency of traditional healthcare system in providing medical service
results in a suboptimal experience for patients to seek quality healthcare and medication guidance.
Moreover, the absence of a tiered diagnosis and treatment system associated with follow-up
assessment in traditional healthcare system can also lead to an unsatisfactory results of the
medical journey.

Unmet Demand for Innovative Medical Products and Services. Chinese patients increasingly
demand innovative therapies addressing their unmet needs for the treatment of life-threatening
diseases and the improvement of patients’ quality of life. However, despite the reform to expedite
the innovative drug R&D approval procedure implemented in recent years, the clinical trial
management of innovative drugs in China still lags behind patients’ growing unmet medical
needs, mainly due to the lengthy R&D and commercialization process of innovative drugs by
nature. To better match Chinese physicians’ time and efforts devoted to clinical trials,
pharmaceutical companies have an urgent demand to enhance their clinical trial management
capabilities with the assistance from external professional service providers.

Underdeveloped Commercial Health Payers. As of December 31, 2021, the national basic
medical insurance covered 96.6% of China’s total population, according to the National Health
Commission. It provides coverage for the broadest population on fundamental medical care.
While commercial insurance is expected to play a vital role in covering critical diseases,
indicating an urgent need for establishing a multi-tiered health insurance system to serve different
groups of people.

Medical expenses are those incurred in the prevention or treatment of injury or disease. Despite
the essential role in paying for critical diseases, according to the CBIRC, commercial insurance
claim spending accounted for only 7.3% of the total medical expense in 2021 in China, which is
significantly lower than that in developed countries. In addition, commercial insurance products in
China are homogenous, failing to satisfy the diversified needs of different groups of patients at
present.

Health management service providers aim to improve the efficient use of healthcare resource, which
are expected to play meaningful roles in creating a more accessible health system in China. Health
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management service helps patients find the most suitable specialists in an efficient manner with
professional medical referral. In addition, professional pharmacies with pharmacist services can
amplify pharmacists’ reach by delivering medication guidance, and conducting follow-up assessment
outside the hospital, which helps alleviate the inadequate provision of pharmacist services inside the
hospital.

Site management organizations (“SMOs”) provide tailored assistance to investigators on various
non-clinical works, thus to expedite the drug development and enhance the overall clinical trial
compliance. Pharmaceutical companies could accelerate their R&D process by working with these
professional organizations to satisfy the unmet demand for innovative therapeutics and drugs.

The multi-tiered health insurance system encouraged by the Chinese government will create a
diversified healthcare payment system by fostering commercial insurance to cover critical diseases, in
addition to the national basic medical insurance.

OVERVIEW OF SPECIALTY PHARMACY BUSINESS IN CHINA
Introduction to Specialty Pharmacy Business

Specialty pharmacy business is a mature industry in the U.S. and other developed countries. A
Specialty Pharmacy Business company runs and manages the network of pharmacies to provide
medicines as well as pharmacist service, disease management services and other healthcare services to
patients to achieve comprehensive health management. It also advises on prescription decisions based
on medication efficacy and cost efficiency that meets the patients’ needs while at the same time
reduces insurance carriers’ claim spending. Thus, a Specialty Pharmacy Business company is able to
coordinate the prescription flow and economic flow of medication among insurance carriers,
pharmaceutical companies, medical institutions and pharmacies to efficiently manage the spending on
prescription medication, for both patients and payers.

In China, Specialty Pharmacy Business is a fledging industry as the result of the rising demand for
professional patient management service. However, given the differences between the U.S. and
China’s health care systems, as well as a predominantly government-funded health care insurance
system in China, the Specialty Pharmacy Business industry has just started to emerge. Some leading
market players have started to provide professional pharmacist service supplemental to the specialty
pharmacy business. In addition, leading market players are exploring payment solutions for patients to
address the affordability and accessibility issues when purchasing high-value specialty medicines.
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Value Chain of Specialty Pharmacy Business
The table below illustrates the value chain of the specialty pharmacy business:

Value chain of specialty pharmacy industry

Upstream: Pharmaceutical Manufacturers Midstream: Specialty Pharmacies Downstream: Patients

»> State-owned specialty pharmacies

» Global pharmaceutical companies A
g 5 Touemw Ny 5 inan o
QP MERCK W = = rmames > Patients
ﬁzer > Private-owned specialty pharmacies
» Domestic leading pharmaceutical binkSoc - - :
s companies 9P Mecbcmks SNk oG Purchase specialty medicines from specialty
P BREES AR Sl AR pharmacies according to their prescriptions
+ Undertake the outflow of drug prescriptions and issued by doctors.
5
Q‘ lﬁ Beitzene C HANSOH sell specialty medicines to patients.
« Help patients achieve better treatment efficacy * Channels of payment:
. . . by offering services such as medication 1. Out-of-pocket payment
az\éi?r?eznd AEElED (e Epetly instructions. 2. National basic medical insurance
P - . . Specialty pharmacies with “dual-channel” 3. Commercial health insurance
Sell specialty medicines directly to specialty qt.?alif\ca{i(fns allow patients to reimburse
pharmacies.

medicine expenses through their national basic
medical insurance accounts.

Overview of Specialty Pharmacy Market in China

Specialty pharmacy is a provider of specialty medicines and pharmacist service to better manage
patients taking specialty medicines, and to better procure, store and dispense specialty medicines.
Specialty medicines are high-value prescription medicines, usually innovative drugs for critical
diseases such as cancer and autoimmune diseases. The complexity of a specialty medicine is
attributable to various factors, including its specific indications, administration methods, side effects
management, and duration of treatment. To address these complexities, during the process of
administering specialty medicines, professional and accessible pharmacist services, such as medication
guidance, follow-up assessment, AE consultation and patient education are often requisites to ensure
medication compliance. Specialty pharmacies provide such pharmacist services beyond the capabilities
of a traditional retail pharmacy.

Market Size and Forecast of Specialty Medicine in China

China’s specialty medicine market experienced a steady growth in the past years, increasing from
RMB147.0 billion in 2015 to RMB304.8 billion in 2021, at a CAGR of 12.9%. It is expected that the
specialty medicine market in China will further reach RMB548.8 billion in 2025 at a CAGR of 15.8%
from 2021 to 2025, and RMB1,286.5 billion in 2030, at a CAGR of 18.6% from 2025 to 2030. In terms
of sales revenue, oncology specialty medicines accounted for approximately 63.5% of all specialty
medicines in China in 2021, according to CIC. Among the top ten best-selling specialty medicines in
China in 2021, eight of them are oncology drugs, according to the CIC Report.

Market size and forecast of specialty medicine in China

CAGR 2015-2021 2021-2030E Billion RMB

[ | Specialty medicine market size 12.9% 17.4%
—&— Proportion of out-of-hospital specialty medicine

47.3%

2063 2375 2448

1470 1615 1817

2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: Ministry of Commerce of the PRC, CIC Report
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China’s specialty pharmacy market increased from RMB24.5 billion in 2015 to RMBS82.0 billion in
2021 at a CAGR of 22.3% from 2015 to 2021, and is expected to reach RMB191.5 billion in 2025 at a
CAGR 0f 23.6% from 2021 to 2025, and further reach RMB611.2 billion in 2030 at a CAGR 0f 26.1%

from 2025 to 2030.
Market size and forecast of specialty pharmacy industry in China
CAGR 2015-2021 2021-2030E Billion RMB
[ | Specialty pharmacy market size 22.3% 25.0%

611.2

481.4

380.3

301.4
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82.0 100.5
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Source: Ministry of Commerce of the PRC, CIC Report

Growth Drivers of Specialty Pharmacy Market

Demand for Innovative Drugs. As critical diseases, such as cancer, are increasingly prevalent in
China, the demand for innovative therapies and drugs continues to rise. For instance, China’s
cancer incidence increased from approximately 3.9 million in 2015 to approximately 4.8 million
in 2021, and is forecasted to further reach approximately 5.8 million in 2030, according to the
National Central Cancer Registry and WHO. As cancer incidence continues to increase, there is a
growing demand for innovative oncology drugs accompanied by professional pharmacist service
delivered by professional specialty pharmacies.

Increasing Demand for Qut-of-hospital Channels for Specialty Medicines. The Chinese
government has introduced the “zero markup” policy to eliminate the markup of medicines sold in
public hospitals. As a result, in-hospital pharmacies, previously being the profit center of public
hospitals, gradually turned into a cost center, leading public hospitals to lower their procurement
of high-value drugs which generally have stricter management requirements and higher storage
and maintenance costs. Secondly, the “zero markup” policy required public hospitals to reduce the
proportion of drug costs in the total medical expenditure. Therefore, public hospitals tend to
provide, in their product offering, less specialty medicines which are typically of high value.
Thirdly, in order to lower the patients’ expenses on medicines, public hospitals are encouraged by
the Chinese government to offer medicines on the National Essential Medicine List or covered by
the centralized procurement program, and high-value innovative drugs not participating in the
centralized procurement program are generally not available in public hospitals. Due to the
foregoing reasons, prescriptions of high-value innovative drugs have increasingly flowed out of
public hospitals and into out-of-hospital specialty pharmacies, that typically provide patients with
a wider and more comprehensive product offering of specialty medicines, which led to the
acceleration of the business development of specialty pharmacies. In addition to the advantage of
comprehensive and diversified medication offering, specialty pharmacies equipped with
professional pharmacist services are able to provide more efficient chronic disease management
with better patient experience, since patients can save time and energy from seeking medical
services from public hospitals. In recent years, the National Healthcare Security Administration
has promulgated a series of policies to promote the payment channels of out-of-hospital
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pharmacies. As an increasing number of specialty pharmacies have obtained the “dual-channel”
qualification, and commercial health insurance carriers have been expanding their customer base,
more patients are eligible to pay directly or reimburse their medicine expenses through their
national basic medical insurance accounts or commercial health insurance accounts, which will
largely expand specialty pharmacies’ customer base and significantly increase their market size.

Entry Barriers of Specialty Pharmacy Market

Partnership with Pharmaceutical Companies. Specialty pharmacies need to demonstrate their
expertise to form a partnership with pharmaceutical companies to distribute specialty medicines.
In general, pharmaceutical companies prefer pharmacies equipped with professional pharmacist
service, flexible payment options and well-established logistics systems. Those with patient-
centric pharmacist service can build up a powerful database relating to the efficacy and side
effects of each particular medicine, which enhances the overall efficacy of patients’ treatment
paradigms. Flexible payment options allow patients to reimburse their medicine expenses directly
through their insurance accounts. Well-established logistics systems guarantee the quality of
specialty medicines during the transportation. Specialty pharmacies that are able to meet these
high standards can achieve a long-term and stable partnership with pharmaceutical companies to
ensure the supply of a wide range of high-quality specialty medicines.

Professional Patient Management. Specialty medicines are usually prescribed to treat critical or
rare diseases that typically require an extended duration of treatment under professional
medication guidance. Accordingly, professional pharmacist service helps patients achieve better
treatment efficacy. Therefore, specialty pharmacies with the capability to provide professional
patient management service can improve the efficacy of treatment paradigm and the safety of drug
use.

Prescription Flow. In China, all prescriptions are issued by doctors. Dealing with a large number
of patients on a daily basis, doctors face a significant challenge in managing their patients
efficiently. Specialty pharmacies equipped with data analytics and patient management
capabilities can assist doctors to better manage their patients through post-hospital medication
guidance, follow-up assessment and AE consultation, and doctors are more likely to direct their
prescription flow to these specialty pharmacies.

Opportunities and Challenges of Specialty Pharmacy Market

More Comprehensive Health Insurance Plans. The national basic medical insurance is gradually
covering specialty pharmacies, apart from which, insurance carriers are trying to cooperate with
specialty pharmacies to offer patients a wider coverage of specialty medicines. As a result,
patients are more motivated to go to specialty pharmacies without the concern of affordability.

Increasing Patient Needs for Professional Pharmacist Services. In addition to simple purchases of
specialty medicines, patients are becoming more desirous of customized professional pharmacist
services such as medication guidance and AE consultation. Specialty pharmacies equipped with
such services are able to attract more patients as well as improve customer stickiness.

The specialty pharmacy business in China in the same also faces the challenge of centralized
procurement. The prices of specialty medicines are highly associated with the centralized procurement
program led by the Chinese government. Therefore, it becomes an inevitable challenge for specialty
pharmacies to quickly respond to the dynamics of centralized procurement policies with a view to
maintain a smooth and robust development. Specialty pharmacies that have a wide and comprehensive
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product offering covering more innovative drugs are able to maintain and increase their sales revenue
when encountering the challenge of centralized procurement.

Competitive Landscape of Specialty Pharmacy in China

We are the largest privately owned specialty pharmacy in China, as measured by specialty medicine
revenue in 2021.

Competitive Landscape of Privately Owned Specialty Pharmacy Market in China, 2021

Number of specialty

SlpTE pharmacies with Pharmacist
medicine revenue, Geographic « "
Company 2021 Market share coverage dual-channel follow-up Oncology focused
(RMB billion) qualification (as of service

- 20223
I |
l |
: 1 Our company 2.9 ~7% 29 provinces 42 v v :
l |
| 1

2 Company 1D® ~2.0 ~5% 29 provinces 39 x x

3 Company 1E® ~0.8 ~2% 28 provinces 8 x x

Note: Only include privately owned specialty pharmacies; A specialty pharmacy is defined as “oncology focused” only if oncology drugs account for >50% of its SKU.

Notes:
(1) Professional pharmacy service includes follow-up assessment and other pharmacist services through a unified specialty medicine

@

3)

Q)

management system.

Company 1D is a Beijing-based company founded in 2015 which has submitted Al for listing on the Hong Kong Stock Exchange.
According to Company 1D’s draft prospectus and CIC, Company 1D has three business segments, namely out-of-hospital
comprehensive patient services, provider-enabling services, and innovative healthcare services. The out-of-hospital comprehensive
patient services segment can be further divided into three sub-segments, namely out-of-hospital pharmacy services, out-of-hospital
medical services and wholesale pharmacy services, and its specialty pharmacy business is under the sub-segment of out-of-hospital
pharmacy services. Company 1D has established an integrated offline + online pharmacy service network through its nationwide
footprint of offline pharmacy stores and its online pharmacy. As of December 31, 2021, Company 1D had 264 pharmacies, among which
39 pharmacies had obtained the “dual-channel” qualification, offering medication, healthcare products and medical supplies, with a focus
on specialty medicines. According to Company 1D’s draft prospectus, the total revenue generated from its out-of-hospital pharmacy
services and out-of-hospital medical services was RMB3.61 billion for the year ended December 31, 2021, including the sales revenue of
specialty medicines through its specialty pharmacies.

Company 1E is a Beijing-based private company founded in 2014 with its business focusing on medical data solutions, oncology big data
services, online hospitals and specialty pharmacies. Company 1E applied for listing on Nasdaq in June 2021 but withdrew its application
in July 2021. According to Company 1E’s draft prospectus and CIC, Company 1E has three major service segments, which are
respectively (i) digital continuous care platform for patients with critical diseases, (ii) Al-enabled curation system for longitudinal
medical data, and (iii) data-driven precision life sciences solution platform that helps life sciences companies accelerate clinical research
and real-world evidence adoption. Company 1E provides patient care solution, patient management, and Al diagnosis and treatment
services through its digital continuous care platform. With respect to the patient care solution, Company lE provides medication,
healthcare and wellness products, infusion or injection services and other ancillary services to patients. It also utilizes its medication
distribution capabilities to fulfill its internal and external demand for medication. As of March 31, 2021, Company 1E had also
established a nationwide network of 34 digital patient care centers, covering 28 provinces in China, enabling patients to access
innovative therapeutic solutions and medication services. According to Company 1E’s draft prospectus, its digital continuous care
platform generated revenue in the amount of RMB822 million in 2020, and RMB186 million for the three months ended March 31,
2021. Particularly, the revenue generated from the continuous patient care solution was RMB806.0 million in 2020, and RMB179.4
million for the three months ended March 31, 2021, including the sales revenue of specialty medicines.

The non-public information of Company 1D and Company 1E is provided by CIC through one-on-one interviews with industry experts,
and the identities of Company 1D and Company 1E are not disclosed due to confidentiality obligations.

Source: CIC Report
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Specialty pharmacy industry is in the early stage with a relatively low market concentration. As of the
Latest Practicable Date, there was no public information disclosing the total number of specialty
pharmacy companies in China.

State-owned specialty pharmacies are owned by large state-owned drug distribution companies, with
the top three (Sinopharm, China Resources Pharmaceutical and Shanghai Pharmaceutical) accounting
for approximately 10% to 15% market share of the overall specialty pharmacy market in 2021,
according to CIC.

The business model of state-owned specialty pharmacies differs from that of private companies, as
they penetrate the market from the supply side of the industry value chain. In comparison, we approach
from the demand side. Private companies’ product offerings mainly focus on high-value and innovative
specialty medicines, particularly those targeting critical diseases such as cancer and autoimmune
diseases. In comparison, although state-owned specialty pharmacies offer specialty medicines, the
majority of their SKU are prescription and OTC medicines for treating common diseases, such as
upper respiratory tract infection and minor skin trauma, and healthcare products. Equipped with a
deeper understanding of patients’ needs based on the real-world data generated from our Physician
Research Assistance business, we can provide patient-oriented and specialized pharmacist services and
more efficient out-of-hospital disease management services to our customers. At the same time, with
the support of our Health Insurance Services business, we can provide payment solutions for our
members to enhance their affordability for specialty medicines. Leveraging the synergy among our
three business lines, we believe we are able to optimize the patients’ benefits by providing professional
pharmacist services and financial solutions for specialty medicines, creating our particular advantages
that state-owned specialty pharmacies can hardly replicate.

OVERVIEW OF SITE MANAGEMENT ORGANIZATION SERVICE IN CHINA
Introduction to Site Management Organization

An SMO is an organization that provides specialized service to clinical trials. As the key professional
personnel of an SMO, clinical research coordinators (“CRCs”) are assigned to the clinical trial site,
and work under the direction of the principal investigator (“PI”) to support the daily non-clinical
works. CRCs’ typical scope of work includes assistance in and coordination for project feasibility
study, project approval application, trial site launch, participant recruitment, screening, enrollment and
management, drug, medical device and bio-sample management, data entry and file management,
clinical trial reports submission and site closure, with the primary goal of reducing the investigator’s
non-clinical workload and improving the overall efficiency and compliance of clinical trials.
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The market size of SMO service in China increased from RMB1.1 billion in 2015 to RMB6.9 billion in
2021 at a CAGR of 35.3% and is expected to further reach RMB16.2 billion in 2025 at a CAGR of
23.8% from 2021 to 2025, and RMB35.0 billion in 2030 at a CAGR of 16.7% from 2025 to 2030. The
oncology SMO market is expected to account for approximately 63.7% to 67.8% of the overall SMO
market size from 2021 to 2030.

Market size and forecast of China’s SMO industry

CAGR 2015-2021 2021-2030E Billion RMB
Non-oncology 33.3% 18.2%
I Oncology 36.6% 20.6%
Total 35.3% 19.8%
Forecast 35.0

2026E  2027E  2028E  2029E

2015 2016 2017 2018 2019 2020 2021  2022E  2023E 2024E 2025E 2030E

Source: China CRC Home, Center for Drug Evaluation, CIC Report

Value Chain of SMO Service
The table below illustrates the value chain of SMO service:

Value chain of SMO industry

Upstream: CRCs and Other Professionals Midstream: SMO Companies Downstream: Clinical Trial Sponsors

> Site management organizations (SMO)
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® B %
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Ease the burden on Pls and improve the

Provide clinical trial sponsors outsourcing
services in clinical studies.
* Value proposition:

efficiency of clinical trials.
Keep the clinical trials aligning with GCP
standards.

2.

3

1.

Improve the overall efficiency of clinical trail
via sending CRCs to assist Pls.

Ensure the compliance of clinical trials meet to
all regulatory requirements (especially GCP).
Accelerate patient enrollment in clinical trials

> Pharmaceutical companies
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> Medical device companies
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> Other research institutes (e.g.,
universities)

Conduct research and development of
innovative drugs or medical devices.
Outsource the tasks of managing the clinical
research sites and assisting Pls to SMO

companies.

Growth Drivers of SMO Market

®  [ncreasing Investment in Drug R&D. According to CIC, the R&D investment by pharmaceutical
companies in China increased from RMB68.2 billion in 2015 to RMB218.6 billion in 2021, at a
CAGR of 21.4%. As a result, the number of newly registered clinical trials for innovative drugs,
excluding bioequivalence studies, increased from 749 in 2015 to 1,939 in 2021, according to the
Center for Drug Evaluation. The investment in oncology drugs presented an increasing proportion
in the total R&D investment. Among the aforementioned clinical trials, the number of those for
oncology drugs increased from 148 in 2015 to 802 in 2021, according to the Center for Drug
Evaluation. The rapid growth of drug R&D drives an increasing demand for SMO service in the
relevant clinical trials.

®  Stricter Compliance Requirements for Clinical Trials. The Chinese government authorities
promulgated a series of rules and policies in recent years to impose stricter compliance

117



INDUSTRY OVERVIEW

requirements for clinical trials, including qualification of professional personnel participating in
clinical trials, management of trial documents and materials, trial data accuracy and completeness,
as well as internal and external inspection and audit. As CRCs assist investigators in conducting
non-clinical work, their involvement in clinical trials will greatly improve the overall compliance
of clinical trials. Thus, the demand for SMO service is expected to grow as a result of enhancing
clinical trial management capability for compliance requirements.

Entry Barriers of SMO Market

Nationwide Trial Site Network. In order to meet the participant and site requirements for clinical
trials, especially those in phase II and phase III studies conducted in multiple trial sites
nationwide, SMO companies need to have an extensive network covering a large number of trial
sites, involving thousands of participants. To establish such a nationwide network, SMO
companies need to continuously run plenty of ongoing projects with a wide geographical
coverage, which requires long-term partnerships with a significant number of high-tier hospitals.
It is difficult for new entrants to establish such a network in a short period of time.

Project Management Capability. For each clinical project, an SMO company assigns its CRCs to
different sites to assist Pls. To strictly meet the high requirements for management of data, file,
participant, drug, medical device and bio-sample according to the GCP standard, a mature SMO
company needs to manage a large number of ongoing cross-regional projects simultaneously and
efficiently. Large SMO companies with adequate management capabilities are able to operate
stably nationwide, while small SMO companies or new entrants may have difficulties efficiently
managing hundreds of their CRCs and projects that are geographically distributed in different
cities to meet the strict compliance requirements for clinical trials.

Reputation. Clients of SMO are usually pharmaceutical companies. Since the cost of clinical trials
accounts for the majority of the R&D spending, pharmaceutical companies usually pay close
attention to their clinical trials. Thus, to ensure the overall efficiency and compliance of their
clinical trials, pharmaceutical companies usually select the most reliable SMOs with an
outstanding reputation, which is based on the number of successful cases in the past and service
quality that has been recognized by the market. Therefore, it is difficult for new entrants to
compete for clients in the market.

Opportunities and Challenges of SMO Market

Continuous Growth in Size. Along with the continuous growth in the R&D investment by
pharmaceutical and bio-tech companies in China and globally, as well as the increasing number of
oncology-related clinical trials, the demand for SMO services will grow in the long run. In
addition, an industry-wide emphasis on Good Clinical Practice (“GCP”) encouraged by the
relevant government policies will further fuel the increase in the penetration rate of SMO in
clinical trials in China.

Wider Geographical Coverage. At present, CRCs are mainly concentrated in metropolises and
other big cities in China. According to the report of China CRC Home, the proportion of CRCs in
the top 15 cities is 69.6%. As more and more GCP hospitals and research sites are established in
small and medium-sized cities, it is expected that more and more CRCs will settle in these areas
to meet the sponsors’ needs of multi-center clinical trials.

Expanded Scope of Service. Since SMOs can despatch at least one CRC to each research site,
while it is difficult for a CRA dispatched by a contract research organization (“CRO”) to stay at a
certain site all the time, SMOs have a wider network of research sites compared with CROs.
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Therefore, it is easier for SMOs to recruit participants for a large number of clinical trial sites, and
it is expected that the penetration rate of SMO in patient recruitment service will continue to grow
in the future.

The SMO market also faces the following challenges:

Supply Gap of Professionals. According to the Industry Blue Book of China CRC Home, the
average CRC turnover rate of SMO companies in 2019 is approximately 25% to 30%. Due to the
high labor turnover rate, the lack of experienced CRC is one of the main challenges China’s SMO
industry is facing.

Lack of Competitiveness. Sponsors of clinical trials usually choose to cooperate with large SMOs
with large staff size and wide clinical site coverage. However, most of the SMOs in China are
small regional companies that can hardly participate in multi-center clinical trials and accumulate
experience of high-quality projects.

Competitive Landscape of General and Oncology SMO Market

The following charts illustrate the competitive landscape of the general SMO market and oncology SMO
market in China in 2021, as measured in revenue. We rank fourth in the general SMO market and first in
oncology SMO market, as measured in revenue in 2021. In addition, as of December 31, 2021, we had
participated in approximately 50% of clinical trials on oncology drugs started from 2017 in China.

Competitive Landscape of the SMO Market in China

Approximate oncology SMO service revenue in Approximate SMO service revenue in 2021
2021 (million RMB) (million RMB)
0 20 40 60 80 100 120 140 160 180 200 220 240 0 50 100 150 200 250 300 350 400 450 500 550 600 650
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Notes:
(1) Company 1A is a Shanghai-based SMO founded in 2009 and a wholly-owned subsidiary of a leading public CRO company in China

listed on both Shanghai Stock Exchange in 2018 and Hong Kong Stock Exchange in 2018. The CRO company has six business
segments, which are respectively (i) Chemistry-related research services, (ii) Biology-related research services, (iii) Testing services, (iv)
Advanced Therapies Unit (ATU), (v) Domestic Discovery Service Unit (DDSU) and (vi) Others. The SMO services provided by
Company 1A are categorized under the business segment of Testing services. In addition to SMO services, the Testing services segment
of the CRO company also includes laboratory testing services and clinical CRO services, which are not within Company 1A’s service
scope. According to the CRO company’s 2021 annual report, the total revenue generated from its Testing service segment was RMB
4.53 billion for the year ended December 31, 2021, while clinical CRO services and SMO services generating a subtotal revenue of RMB
1.48 billion for the same period, representing approximately 32.7% of the total revenue of its Testing services segment.
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(2) Company 1B is a Hangzhou-based SMO founded in 2011 and a wholly-owned subsidiary of a leading public CRO company in China
listed on both ChiNext in 2012 and Hong Kong Stock Exchange in 2020. The CRO company has two major business segments, namely
clinical trial solutions (CLS) and clinical related and laboratory services (CRLS), covering the whole process of the research and
development of drugs and medical devices, from pre-clinical research to post-approval studies. The SMO services provided by Company
1B are categorized under the business segment of CRLS. In addition to SMO services, CRLS segment also offers data management and
statistical analysis, laboratory services, and other services such as medical imaging and GMP consulting services, which are not within
Company 1B’s service scope. According to The CRO company’s 2021 annual report, its CRLS segment generated a total revenue of
RMB2.22 billion for the year ended December 31, 2021, including the revenue from SMO services provided by Company 1B.

(3) Company IC is a Beijing-based SMO founded in 2012 and a partially-owned subsidiary of a leading public CRO company in China
listed on both ChiNext in 2019 and Hong Kong Stock Exchange in 2019. The CRO company has three business segments, namely
laboratory services, clinical development services and CMC services. The SMO services provided by Company 1C are categorized under
the clinical development services segment. In addition to SMO services, The CRO company’s clinical development services segment
also provides clinical research, regulatory bioanalysis and radiolabelled sciences, which are not within Company 1C’s service scope.
According to The CRO company’s 2021 annual report, its clinical development services segment generated a total revenue of RMB956.4
million for the year ended December 31, 2021, including the revenue from SMO services provided by Company 1C.

(4) The non-public information of Company 1A, Company 1B and Company 1C is provided by CIC through one-on-one interviews with
industry experts, and the identities of Company 1A, Company 1B and Company 1C are not disclosed due to confidentiality obligations.

Source: CIC Report

As of December 2021, there were 34 SMOs registered in “China CRC Home”, and there were also
many unregistered small and medium-sized regional SMOs. China’s SMO industry is still in the early
stage with rapid growth, and the number of SMOs is also increasing rapidly. As of the Latest
Practicable Date, no public information with respect to the total number of Chinese SMOs had been
disclosed. China’s SMO market is not highly concentrated, and the top five competitors account for a
total of approximately 25% to 30% of the overall market share. According to CIC and China CRC
Home, other than the top five competitors, no other SMO had a business scale of more than 1,000
CRCs by the end of 2021.

OVERVIEW OF MULTI-TIERED HEALTH INSURANCE SYSTEM IN CHINA
Introduction to Multi-tiered Health Insurance System in China

China’s multi-tiered health insurance system is constructed on the basis of national basic medical
insurance, and supplemented by commercial health insurance, medical relief systems and charity
medical donations.

As of December 31, 2021, China’s national basic medical insurance enrolled over 1.3 billion people,
accounting for 96.6% of the total population, according to the National Healthcare Security
Administration and the National Health Commission. In 2021, China’s national basic medical
insurance expenditure reached RMB2,401.1 billion, accounting for 42.8% of the total medical expense,
according to the National Health Commission. The principle of China’s national basic medical
insurance is to expand coverage and provide basic medical care, which cannot meet the growing
demand for medical services. The individual medical expense reached RMB2,202.5 billion in 2021,
accounting for 39.3% of the total medical expense, according to the National Health Commission.

Contrary to the extensive coverage of the national basic medical insurance, commercial health
insurance claim spending accounted for only 7.3% of the total medical expense in China in 2021,
according to the CBIRC. In the future, the commercial health insurance is expected to function as an
increasingly important payment solution for medical expenditure especially on critical diseases,
indicating an urgent need for establishing a multi-tiered health insurance system to serve different
groups of people.

The market size of commercial health insurance in China increased from RMB241.0 billion in 2015 to
RMB880.4 billion in 2021, at a CAGR of 24.1% from 2015 to 2021, and is expected to further reach
RMB2,029.6 billion in 2025 at a CAGR of 23.2% from 2021 to 2025, and RMB3,873.1 billion in 2030
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at a CAGR of 13.8% from 2025 to 2030. According to the “Opinions on Promoting the Development
of Commercial Insurance in the Field of Social Services” issued by CBIRC and 13 other ministries and
commissions in December 2019, the market size of commercial health insurance in China is expected
to have a steady growth in the next decade, and the market size will exceed RMB2 trillion in 2025.

Commercial health insurance premium in China, 2015-2030E
CAGR 2015-2021 2021-2030E Billion RMB
I Commercial health insurance premium 24.1% 17.9%

Forecast 3,873.1

3,446.8
3,049.0
2,680.2
2,340.4
2,029.6
1,671.8
1,363.9

4173 8804 1,101.5

706.6

544.8

4042 4389

241.0

2015 2016 2017 2018 2019 2020 2021  2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Source: CBIRC, CIC Report

In developed countries, health insurance plans have adopted a mature business model integrating
insurance protection with healthcare service. For example, in the U.S., a preferred provider
organization (“PPO”) is a standard health insurance plan that contracts with hospitals, clinics and
doctors, to create a network of health and medical providers. Large insurance groups form PPOs so that
members who purchase their insurance plans can seek medical treatment, and purchase medicines as
well as any other medical services in the PPO network. Expenses incurred are paid by the insurance
companies. According to Kaiser Family Foundation, in 2021, PPOs enrolled over 46.0% of all the
members participating in health insurance plans in the U.S. PPOs can make use of the large amount of
data accumulated in their closed loop as well as their strong data analysis and actuarial capabilities to
create synergies between healthcare service provision and payment, thus providing suitable healthcare
service solutions for patients and effective cost control for payers, and patients are able to obtain better
insurance products to achieve multiple benefits.

Growth Drivers of Commercial Health Insurance Market

In China, the public hospital-dominated healthcare service system dictates that public hospitals will
remain the dominant providers of healthcare services as an important role of the closed loop of PPO
model. Along with the rapid development of commercial health insurance in China, the payment side
of Health Insurance Services model has experienced a rapid growth in the past, due to the following
drivers:

® Lasting Growth of Commercial Health Insurance. The Chinese government encourages the
establishment of a multi-tiered health insurance system. With an aging population and increasing
incomes, the demand for higher quality medical services is growing, and commercial health
insurance has become an increasingly important supplement to the national basic medical
insurance. China’s commercial health insurance market continues to prosper, which forms an
important foundation for the continued growth of payer-side service market. In December 2019,
CBIRC and 13 other ministries and commissions jointly issued the “Opinions on Promoting the
Development of Commercial Insurance in the Field of Social Services”. It is expected that the
commercial health insurance market will exceed RMB2 trillion in 2025.

®  Commercial Health Insurance Companies Need Professional Third-party Service to Enhance
Their Services and Operations. Currently, the commercial health insurance products in China
struggle to differentiate, with the reason being two-fold. An insurance carrier’s capability to
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design diversified and attractive commercial health insurance products comes from integrated
healthcare services, typically in the forms of general practitioner and specialist network, specialty
pharmacy, and health management service. However, traditional commercial insurance carriers in
China usually do not have the access and know-how in delivering health management service.
Secondly, Chinese commercial insurance carriers lack data insights into their customers’ medical
behaviors that are aggregated over time as healthcare services are rendered. Data insights are
critical in determining product design, premium pricing, enrollment requirements and claim
adjudication to target customers with diversified healthcare needs. Data insights also help combat
insurance fraud and abuse, which significantly impact an insurance carrier’s profitability. The
highly homogeneous commercial health insurance products caused by the foregoing reasons make
commercial health insurance companies unable to reduce premiums on the one hand, and have to
rely heavily on channels for high investment in marketing expenses for sales on the other hand.
Therefore, commercial health insurance companies have a strong incentive to cooperate with
professional third-party service providers with high-quality data accumulation, strong data
analysis, actuarial capabilities and insurance product design capabilities to design more
competitive and differentiated insurance products to improve their overall operational efficiency
and service level and benefit their customers, which in turn promotes the development of the
payer-side service industry.

Government Policies Encourage Sharing of Medical Data to Further Accelerate the Growth of
Payer-side Service Market. The Chinese government promulgated a series of policies to allow
medical data sharing between healthcare providers and insurance underwriters. The National
Health and Medical Big Data Institute was officially established to promote the government’s
exchange, integration and sharing of health and medical information and related data. Data access
makes it possible for commercial health insurance companies to enhance product design
capabilities and optimize operational efficiency with the data insight and analysis capabilities of
professional third-party service providers, thus further accelerating the development of payer-side
service market.

The payer-side service market in China is still in the early stage of development. In this regard, only
innovative market players that are able to combine robust health management service and flexible
payment solutions leveraging their data insights could eventually establish a comprehensive healthcare
and insurance service provider network to effectively help their customers achieve better health
condition and lower health cost.

Entry Barriers of Commercial Health Insurance Market

Market Insights. To help insurance companies design innovative insurance products and provide
operational support, PPO providers need expertise in the pharmaceutical sector and deep insights
into both the supply and demand sides of the overall healthcare industry. New entrants to the
industry without market insight will have difficulty providing effective solutions to insurance
companies.

Data Insights. In order to design insurance products that meet customers’ needs and help
insurance companies achieve efficient risk control, third-party service providers need to have
high-quality data accumulated from long-term operations and a professional team capable of data
analysis, while new entrants to the industry have difficulty in accumulating sufficient operational
data and building a professional team within a short period of time.

Brand and Reputation. Insurance companies often choose reliable third-party providers with a
track record of success to design their insurance products and provide health management
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services. For inexperienced industry newcomers, it often takes years to build their brand and
reputation before they can compete with the industry leaders.

Opportunities and Challenges of Commercial Health Insurance Market

®  Favoring Policies for Health Management Service: In December 2019, CBIRC raised the
previously mandated cap on the cost of health management services as a percentage of net health
insurance premiums from 12% to 20%, encouraging insurance companies to provide health
management services to customers more often in their health insurance plans, which to some
extent provides greater space for cooperation between third-party health management service
providers and commercial health insurance companies.

The health insurance services market also faces the following challenges:

®  [mmature Health Management Service Industry: According to CBIRC, the health management
business carried out by Chinese insurance companies is still in the early stage of development. To
a certain extent, there are still a large number of companies providing homogeneous services and
unclear service scope in the description of product terms.

Value Chain of Commercial Health Insurance Industry
The table below illustrates the value chain of commercial health insurance industry:

Value chain of commercial health insurance market

Upstream: Insurance Companies Midstream: Intermediaries and TPA Downstream: Clients

> Corporate agents

=Tt . Consultation
Brokerage > Sld(_allne insurance agent (bank, post office, etc.) & insurance
> Online agents and brokers
> Comprehensive insurance INFA R i B 0 = SRR
companies Premium ! = a Ll () o Premium > Individual client &
Provide both health insurance « Acquire new clients for insurance companies and help _ONoL* s ual clients
d other t f i clients find the most suitable insurance products 0% o PTG EEN D VRS oy
and other types of insurance. : themselves or their families.
l@ REERER 4\ é.@% Insurance + Pay insurance premium on
cpPIC n =7 . annual or monthly basis.
€§ DEA [’Tﬂ ee Premium
CHINA TAIPING IFil) pEARRRE
> Third party administrators (TPA)
. > Claim settlement & risk management service providers > C li a
> Professional health o +  Provide claim processing and risk management services that > Corporate clients
insurance companies Commlslsflvon are outsourced from insurance companies. . f;]ur_Ch?S: health insurance for
Specialize in providing health or specific B SERE JAMBO ' eir staff.
mZurance p 9 fee e o ) A "b TArmcr @ iatammmenis Client «  Pay insurance premium to
R . . services usually on annual basis.
FOSUNHEALTH Operational Healthcare management & Specialty Pharmacy Business
S services service providers
EiRE {IKVNLUN e « Motivate the cooperation between insurance companies and
ROARHEALT A RCRMIRID healthcare institutes, with the aim of efficiently operating.

game Medbanks iy s

Note: * Estimated share of total health insurance premium

Competitive Landscape of Multi-tiered Health Insurance System in China

In recent years, market players in health insurance service industry in China have just begun to explore
models for establishing healthcare and insurance service provider networks, tapping the market
through a variety of approaches, such as insurance brokerage, and innovative insurance plans with
health management services, with business models still evolving and being optimized.

The health insurance service market in China is still in its early stage of development, and market
participants in the industry still have a long way to go before developing into a mature integrated
platform for the provision of health payment solutions and healthcare services. As of the Latest
Practicable Date, there was no publicly available information disclosing the total number of competing
companies in the health insurance service industry in China.

123



INDUSTRY OVERVIEW

SOURCE OF INFORMATION

We commissioned China Insights Consultancy Limited, an independent market research and
consulting firm, to conduct a detailed research and analysis of China’s healthcare industry. China
Insights Consultancy Limited, founded in Hong Kong, provides professional services including, among
others, industry consulting, commercial due diligence and strategic consulting. We have agreed to pay
a fee of US$200,000 to China Insights Consultancy Limited in connection with the preparation of the
CIC Report. We are of the view that the payment of such fee does not impair the fairness of the
conclusions drawn in the CIC Report. We have extracted certain information from the CIC Report in
this section, as well as in “Summary”, “Risk Factors”, “Business”, “Financial Information” and
elsewhere in this prospectus to provide our potential investors with a more comprehensive presentation
of the industry in which we operate.

During the preparation of the CIC Report, China Insights Consultancy Limited performed both primary
and secondary research, and obtained knowledge, statistics, information on and industry insights into
China’s healthcare industry. Primary research involved interviewing key industry experts and leading
industry participants. Secondary research involved analyzing data from various publicly available data
sources. The CIC Report was compiled based on the following assumptions: (1) the overall social,
economic, and political environment in China is expected to remain stable during the forecast period;
(2) relevant key drivers are likely to drive the continued growth of China’s healthcare market
throughout the forecast period; and (3) there is no extreme force majeure or unforeseen industry
regulations in which the industry may be affected in either a dramatic or fundamental way. All
forecasts in relation to market size are based on the general economic conditions as of the Latest
Practicable Date, which would be adjusted if the COVID-19 outbreak persists or escalates and has an
unpredicted negative impact on the general economy.

Except as otherwise noted, all data and forecasts in this section and other sections of this prospectus
come from the CIC Report. Our Directors confirm that, to the best of their knowledge, after taking
reasonable care, there has been no adverse change in market information since the date of the CIC
Report which may qualify, contradict or impact the information disclosed in this section and other
sections of this prospectus.
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OVERVIEW

Our history began in 2014 with the establishment of Sipai Beijing Network. We have been led by our
Founders, Mr. Ma and Mr. Li, who both have over 20 years of experience in operations and
management of companies in healthcare industry in China. See “Directors and Senior Management” in
this prospectus for the biographical details of our Founders.

Our Company was incorporated as an exempted company with limited liability in the Cayman Islands
on May 19, 2015 as the holding company of our Group. We received multiple series of equity
financing to support our expanding business operations from 2015 to 2021. See “—Pre-IPO
Investments” in this section.

In preparation for the Listing, our Group underwent the Reorganization to streamline our shareholding
structure. See “—Reorganization” in this section.

BUSINESS MILESTONES
The following table sets forth certain development milestones of our Group:

Year Milestones

2014 Established Sipai Beijing Network and commenced Physician Research Assistance businesses
2015 ® Completed Series A Financing led by Eight Roads Capital and F-Prime Capital

2016 ®  Completed Series B Financing led by Tencent Group

2017 ®  Launched Specialty Pharmacy Business

2018 ®  Launched Health Insurance Services business

2019 ® Launched Hui Min Insurance in Guangzhou in December 2019, the first of this kind insurance
product in the market

®  Recognized as one of the “50 Future Unicorns” by The New York Times and CB Insights
®  Awarded “China Preferred Employer of the Year 2019”

2020- Awarded “Global Digital Health 150” by CB Insights

2021

Awarded “Pioneer Enterprise” at Top 50 of Innovative Biotechnology Companies in Guangdong-
Hong Kong-Macau Greater Bay Area

® Completed Series E Financing invested by Tencent Group, JenCap, Forebright, 5Y Capital, Wu
Capital, ZWC MB Investment and TAIHECAP LIMITED

® Completed Series F Financing invested by, among others, Tencent Group, Octagon, Hudson Bay,
3W, and SAGE

OUR SUBSIDIARIES AND OPERATING ENTITIES

As of the Latest Practicable Date, our Group comprised our Company and 103 subsidiaries and
operating entities. Our Specialty Pharmacy Business, Physician Research Assistance and Health
Insurance Services businesses are primarily carried out through our principal subsidiaries, Sipai
Healthcare Investment and Sipai Beijing Network, and their subsidiaries and operating entities.

As of the Latest Practicable Date, we had 9 wholly-owned subsidiaries and one 51%-owned subsidiary
that our Directors believe principally affect the results or assets of our Group during the Track Record
Period. They are principally engaged in retailing of pharmaceutical products, pharmacy sector
wholesale, site management organization services, and insurance brokerage services. For details, see
“Appendix [—Accountants’ Report” to this prospectus.
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CORPORATE DEVELOPMENT OF OUR GROUP

The following sets forth the major corporate history and shareholding changes of our Group.

Establishment of Our Company and Our Holding Structure

In March 2014, our Founders and several early-stage employees and investors, including Mr. Ma,
Mr. Li, LI Dayong, ZHANG Hongdan, LUO Wei, LI Ran and ZONG Ze, established Sipai Beijing
Network through a PRC holding company to commence the Physician Research Assistance business.
As of the Latest Practicable Date, those employees and investors still remained as our employees and
investors.

In May 2015, our Company was incorporated in the Cayman Islands as the holding company of our
Group. Upon incorporation, the authorized capital of our Company was US$50,000 divided into
500,000,000 ordinary shares with a par value US$0.0001 each. Upon establishment of our Company,
Lucky Seven, which was established by our Founders and several early-stage employees and investors,
held 86% equity interest in our Company, and our Founders held 81.40% of the equity interest in
Lucky Seven in aggregate.

MediGeek Network was incorporated as a wholly owned subsidiary of our Company under the laws of
Hong Kong on May 29, 2015.

Sipai Healthcare Investment, the WFOE, was established in the PRC as a wholly foreign-owned
enterprise on March 8, 2019 with an initial registered capital of US$15,000,000 and a wholly owned
subsidiary of MediGeek Network. Since its establishment, MediGeek Network made the following
capital injection in order to support the business development of Sipai Healthcare Investment and its
subsidiaries:

After capital injection as of
April 23,2019 July 9, 2019 September 30, 2019 January 25, 2021 August 19, 2021

Registered
capital .. ... .. US$40,000,000 US$44,350,000 US$100,000,000 US$200,000,000 US$400,000,000

We have received multiple series of equity financings to support our expansion of business operations

since 2015 as detailed below, which constitute our Pre-IPO Investments. Please refer to “—Pre-IPO
Investments” in this section for the principal terms of the Pre-IPO Investments.
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Series A Financing

Pursuant to a share subscription agreement dated August 17, 2015 entered into by and between, among
others, the following investors (the “Series A Investors”) and our Company, the Series A Investors
subscribed for the following number of Preferred Shares in two tranches (the “Series A Preferred
Shares”) at a total consideration of approximately US$5.00 million (the “Series A Financing”).

Aggregate
ownership
percentage
First Tranche Subscription Second Tranche Subscription conlllgfe ltlion
Number of Series A Number of Series A of the
Preferred Shares Consideration Preferred Shares Consideration Series A
w Issued (US$) Issued (US$) Financing
Asia Ventures III L.P. (“Asia
Ventures”) .................... 14,000,000 2,100,000 7,148,936 1,399,999.73  16.24%
F-Prime Capital Partners Healthcare
Fund IV LP (formerly known as
Beacon Bioventures Fund IV
Limited Partnership)
(“F-Prime Capital”) ............. 6,000,000 900,000 3,063,830 599,999.94 6.96%
Total ..........oooiiiiii, 20,000,000 3,000,000 10,212,766  1,999,999.67 23.20%

Series A-1 Financing

Pursuant to a share subscription agreement dated January 15, 2016 entered into by and between, among
others, the following investors (the “Series A-1 Investors”) and our Company, the Series A-1
Investors subscribed for the following number of Preferred Shares (the “Series A-1 Preferred
Shares”) at a total consideration of approximately US$2.59 million (the “Series A-1 Financing”).

Aggregate
ownership
percentage
upon
completion
of the
Number of Series A-1 Preferred  Consideration  Series A-1
Series A-1 Investors Shares subscribed for (USS) Financing
INNOVAC INTERNATIONAL LIMITED .......... 8,042,553 1,750,003.23 5.66%
ASia Ventures ..............oiiiiiiiiniiiai.. 1,884,255 410,000.70 16.21%
F-Prime Capital ........ ... ... .. .. .. ... ..... 807,538 175,714.62 6.95%
Sol Capital Holdings Ltd. ........................ 574,468 125,000.22 0.40%
Horizon Capital Development Ltd. ................. 574,468 125,000.22 0.40%
Total ...t 11,883,282 2,585,718.98  29.63%
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Series B Financing

Pursuant to a share subscription and warrant exercise agreement dated June 2, 2016 entered into by and
between, among others, the following investors (the “Series B Investors”) and our Company, the
Series B Investors subscribed for the following number of Preferred Shares (the “Series B Preferred
Shares”) at a total consideration of approximately US$22.00 million (the “Series B Financing”).

Aggregate
ownership
percentage
upon
completion
of the
Number of Series B Preferred Consideration Series B
Series B Investors Shares subscribed for (USS) Financing
Tencent Mobility Limited (“Tencent Mobility”) ........ 41,335,264 15,000,000 20.29%
Asia Ventures .. ...t 9,644,895 3,500,000 18.27%
4,538,774 1,400,000 e
F-Prime Capital .............. ... ... ... ... ...... 4,133,526 1,500,000 7 83%
1,945,189 600,000 o0
Total . ... ... . 61,597,648 22,000,000 46.39%
Notes:

(1) pursuant to the exercise of the warrant issued by our Company to Asia Ventures on March 9, 2016 with a total consideration of
US$1,400,000

(2) pursuant to the exercise of the warrant issued by our Company to F-Prime Capital on March 9, 2016 with a total consideration of
US$600,000

Series C Financing

Pursuant to a share subscription agreement dated January 12, 2018 entered into by and between, among
others, the following investors (the “Series C Investors”) and our Company, the Series C Investors
subscribed for the following number of Preferred Shares (the “Series C Preferred Shares”) at a total
consideration of approximately US$29.43 million (the “Series C Financing”).

Aggregate
ownership
percentage
upon
completion
of the
Number of Series C Preferred Consideration Series C
Series C Investors Shares subscribed for (USS) Financing
IDG China Venture Capital Fund V L.P. (“IDG China 9,335,074 4,730,500 7 13%
Venture”) ........... .. ... 9,335,074M 4,730,500 e
IDG China V Investors L.P. (“IDG China V) ... .. ... 531,826 269,500 0.41%
531,826@ 269,500 e
ERVC Healthcare IV, L.P. (‘ERVC Healthcare”) . ... 8,905,846 4,512,991 4.56%
3,027,988 1,534,417 R
F-Prime Capital ............. .. ... ... ... ...... 3,816,791 1,934,139 8.05%
1,297,709¢ 657,607 e
Grand Bow Global Limited ....................... 11,327,559 5,739,674.15 4.33%
Excellan Limited .............. ... ... .......... 7,988,910 4,047,980.70 3.05%
Fortune Holdings Investment (H.K.) Limited (JLJE#% 1%
(W) ABRAFE) . 1,973,380 1,000,000 0.75%
TOtal . ..o oo 58,071,983 29.425,073.79  28.28%
Notes:

(1) pursuant to the exercise of the warrant issued by our Company to IDG China Venture on January 12, 2018 with a total consideration of
US$4,730,500
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@
3)

“
®)

pursuant to the exercise of the warrant issued by our Company to IDG China V on January 12, 2018 with a total consideration of
US$269,500

pursuant to the exercise of the warrant issued by our Company to ERVC Healthcare on January 12, 2018 with a total consideration of
US$1,534,417

pursuant to the exercise of the warrant issued by our Company to F-Prime on January 12, 2018 with a total consideration of US$657,607
both Excellan Limited (“Excellan”) and Suzhou Yuan Kang Ding Xiang Investment Management Partnership (Limited Partnership)
(“Suzhou Yuan Kang”) are ultimately controlled by Mr. LI Hui. Since Suzhou Yuan Kang was under the registration progress for
overseas direct investment at the time of the Series C Financing, Excellan was incorporated in BVI solely for the purpose of investment
in our Company in order to facilitate the completion of the Series C Financing. On March 18, 2021, our Company repurchased 7,988,910
Series C Preferred Shares from Excellan and allotted and issued 7,988,910 Series C Preferred Shares to Suzhou Yuan Kang for a total
consideration of US$4,048,338.36

Series D Financing

Pursuant to a share subscription agreement dated November 19, 2018 entered into by and between,
among others, the following investors (the “Series D Investors”) and our Company, the Series D
Investors subscribed for the following number of Preferred Shares (the “Series D Preferred Shares”)
at a total consideration of approximately US$54.00 million (the “Series D Financing”).

Aggregate
ownership percentage
upon completion of

Number of Series D Preferred Consideration the Series D
Series D Investors Shares subscribed for (US$) Financing
CCEIF Bigdata I Limited (“CCEIF

Bigdatal”) .......... ... ... ... ... ..... 20,835,915 14,000,000 6.09%
CCEIF Bigdata II Limited (“CCEIF

BigdataIl”) ............. ... .. ... .. ... 8,929,678 6,000,000 2.61%
Tencent Mobility . ......... .. .. .. ... ... 11,906,237 8,000,000 15.56%
TPP Follow-on I Holding H Limited (“TPP

Follow-on”, together with Tencent Mobility,

“Tencent Group Entities™) ............... 14,882,797 10,000,000 4.35%
ERVC Healthcare ......................... 12,501,549 8,400,000 7.14%
F-Prime Capital ............ ... ... ... ..... 5,357,807 3,000,000 7.72%
New Smart, LP. ... ... .. . ... .. .. ... 4,464,839 3,600,000 1.31%
IDG China Venture . ....................... 1,408,062 946,100 5.87%
IDGChinaV ... ... i 80,218 53,900 0.33%
Total ..o\t 80,367,102 54,000,000 50.98%

129



HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

Series D+ Financing

Pursuant to a share subscription agreement dated October 22, 2019 entered into by and between,
among others, the following investors (the “Series D+ Investors”) and our Company, the Series D+
Investors subscribed for the following number of Preferred Shares (the “Series D+ Preferred Shares™)
at a total consideration of approximately US$81.50 million (the “Series D+ Financing”).

Aggregate
ownership percentage
Number of Series D+ Preferred Consideration upon completion of

Series D+ Investors Shares subscribed for (US$) the Series D+ Financing
Tencent Mobility ....................... 42,495,688 40,000,000 22.33%
TPP Follow-on ......................... 10,623,922 10,000,000 5.95%
Wu Capital Limited ..................... 15,935,883 15,000,000 3.72%
ERVC Healthcare ....................... 7,436,745 7,000,000 7.43%
F-Prime Capital ........................ 3,187,177 3,000,000 6.91%
CCEIFBigdatal ........................ 4,780,765 4,500,000 5.98%
IDG China Venture ..................... 2,010,258 1,892,200 5.15%
IDGChinaV........................... 114,526 107,800 0.29%
Total . ..ot 86,584,964 81,500,000 57.76%

Series E Financing
Series E1 Financing

Pursuant to a share subscription agreement dated December 7, 2020 entered into by and between,
among others, the following investors (the “Series E1 Investors”) and our Company, the Series E1
Investors subscribed for the following number of Preferred Shares at a total consideration of
approximately US$245.00 million (the “Series E1 Financing”) (together with Preferred Shares
subscribed by the Series E2 Investors (as defined below), the “Series E Preferred Shares”).

Aggregate
ownership percentage
upon completion of

Number of Series E Preferred Consideration the Series E1
Series E1 Investors Shares subscribed for (USS) Financing
Tencent Mobility ......................... 61,385,021 96,000,000 26.84%
TPP Follow-on ........................... 15,346,255 24,000,000 6.98%
JenCapRX .. ... 25,577,092 40,000,000 4.37%
JenCap RX Partners L.P. (“JenCap RX
Partners™) ........... .. ... ... ........ 25,577,092 40,000,000 4.37%
Evolution Special Opportunity Fund I, L.P. ... .. 11,120,475 17,391,304 1.90%
Evolution Fund I Co-investment, L.P. ......... 1,668,071 2,608,696 0.28%
FOREBRIGHT VISION LIMITED ........... 9,591,409 15,000,000 1.64%
Wu Capital Limited ....................... 6,394,273 10,000,000 3.81%
Total ...... ... .. . . ... 156,659,688 245,000,000 50.20%

Upon completion of the Series E1 Financing, (a) 70,004,000 Ordinary Shares held by Lucky Seven
were redesignated into 70,004,000 Class A Ordinary Shares, of which (i) 60,002,200 Ordinary Shares
were indirectly held by Mr. Ma and (ii) 10,001,800 Ordinary Shares were indirectly held by Mr. Li;
and (b) 29,996,000 Ordinary Shares were redesignated into 29,996,000 Class B Ordinary Shares, of
which (1) 15,996,000 Ordinary Shares were held by Lucky Seven; (ii) 6,000,000 Ordinary Shares were
held by Ariel Z Healthcare Co., Ltd.; and (iii) 8,000,000 Ordinary Shares were held by Mission
Harvest Co., Ltd..
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Series E2 Financing

Pursuant to a share subscription agreement dated January 26, 2021 entered into by and between, among
others, the following investors (the “Series E2 Investors”, together with the Series E1 Investors, the
“Series E Investors”) and our Company, the Series E2 Investors subscribed for the following number
of Preferred Shares at a total consideration of approximately US$54.00 million (the “Series E2
Financing”, together with Series E1 Financing, the “Series E Financing”).

Aggregate

ownership percentage
upon completion of

Number of Series E Preferred Consideration the Series E2
Series E2 Investors Shares Subscribed for (US$) Financing
ZWC MB Investment Limited ............... 31,971,365 50,000,000 5.16%
JenCap RX Partners ....................... 1,918,282 3,000,000 4.44%
TAIHECAP LIMITED ..................... 639,427 1,000,000 0.10%
Total . ..ot 34,529,074 54,000,000 9.70%

Series F Financing

Pursuant to a share subscription agreement dated June 24, 2021 entered into by and between, among
others, the following investors (the “Series F Investors”) and our Company, the Series F Investors
subscribed for the following number of Preferred Shares at a total consideration of approximately
US$80.60 million (the “Series F Preferred Shares”) (the “Series F Financing”).

Aggregate

ownership percentage
upon completion of

Number of Series F Preferred Consideration the Series F
Series F Investors Shares subscribed for (US$) Financing
Tencent Mobility .......................... 11,144,172 25,000,001 22.26%
HBC Asia Healthcare Opportunities VIII LLC . . . 6,686,503 15,000,000 0.88%
Octagon Investments Master Fund LP .. ....... 3,343,251 7,499,999 0.44%
Octagon Private Opportunities Fund LP ... ... .. 3,343,252 7,500,001 0.44%
3WGlobal Fund .......................... 2,228,834 4,999,999 0.24%
3W Healthcare Fund ....................... 2,228,834 4,999,999 0.24%
Sage Partners Alpha 1L.P. .................. 2,228,834 4,999,999 0.24%
HEALTHY TALENT LIMITED ............. 2,228,834 4,999,999 0.24%
FOREBRIGHT VISION LIMITED ........... 2,228,834 4,999,999 0.24%
Mercury Investment Holdings Limited ... ...... 267,460 600,000 0.04%
Total ........ ... . ... .. ... 35,928,808 80,599,996 25.25%
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REORGANIZATION

In preparation for the Listing, our Group underwent the Reorganization to streamline our shareholding
structure. Below is a simplified group chart of the our Group immediately before the Reorganization:

Lucky Seven Tencent Group Asia Venture F-Prime Capital Other Pre-IPO Other
(BVI) Shareholders (Bermuda) (Delaware) Investors Shareholders
13.87% 31.94% 6.00% 4.78% 41.15% 2.26%
Our Company
(Cayman Islands)

100% |

Medpion Cayman
MediGeek Network (Cayman Islands)
(HK)
[100%
100% Spcare Hong Kong
(HE) Offshore
[ | Onshore
Sipai Healthcare Sipai Medical
Investment Investment
100% 100%
Sipai Information
Xiamen
I I I |
Yiling Shanghai Sipai Wisdom Pharmacy Sipai Healthcare Slygn (Guangzhou)
. Medical Technology
Information (Guangzhou) Co., Ltd. Guangzhou Co.. Ltd
I I
PRC subsidiaries PRC subsidiaries

The principal steps of the Reorganization are set out below.

Onshore Reorganization

To ensure that the Contractual Arrangements are narrowly tailored in accordance with the requirements
of the Stock Exchange and in preparation for the Global Offering, our Group underwent the following
onshore reorganization to streamline our corporate structure.

Onshore Shareholding Adjustments

On March 26, 2021, Beijing Sipai Brokerage transferred its 100% equity interests in Sipai Healthcare
Technology (Ningbo) Co., Ltd. (BURfEFERL (%)) AM/AF]) and Sipai Healthcare Management
(Ningbo) Co., Ltd. (EURfEMREEH (=) AMRAF) to Ningbo Sipai Zhonghe for nil consideration,
respectively.

On April 22, 2021, Ningbo Sipai Zhonghe Healthcare Technology Co., Ltd. (2= EIR A5 fd k%7
FR/A ) (“Ningbo Sipai Zhonghe”), WANG Yi, WANG Tao and ZHANG Hong, each of whom is an
Independent Third Party, transferred its 2.7341%, 0.5322%, 0.5322% and 3.4059% equity interests in
Sipai Beijing Network to Mr. Li for a consideration of RMB29,623.46, RMB5,765.73, RMBS5,765.73
and RMB36,902.05, respectively.
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On April 27, 2021, Sipai Beijing Network transferred its 100% equity interests in Sipai (Beijing)
Medical Technology Co., Ltd. (1R (dbxt) ERFHCARZAA]) (“Beijing Sipai Medical”) to Ningbo
Sipai Zhonghe for nil consideration.

On April 22, 2021, Sipai Healthcare Technology (Guangzhou) Co., Ltd. (RIRMEERMHE (BM) HRA
A]) (“Sipai Health Guangzhou”) transferred its 100% equity interests in Sipai Medical Technology
(Hainan) Co., Ltd. (BIRERFHL (Fr) ABR/AR]) (“Sipai Medical Hainan”) to Sipai Beijing
Network for nil consideration. On September 15, 2022, Sipai Beijing Network transferred its 100%
equity interests in Sipai Medical Hainan to Sipai Health Guangzhou at nominal consideration with
reference to the negative net assets of Sipai Medical Hainan as of June 30, 2022. For details, see
“—Disposal of Online Hospital Service” in this section.

Entering into the Contractual Arrangements

On May 10, 2021, Sipai Beijing Network and the Registered Shareholders terminated the contractual
arrangements with Yiling (Shanghai) Information Technology Co., Ltd. (8% (= if)f5 S RHEA RA F)
(“Yiling Shanghai Information”). On May 10, 2021, Sipai Healthcare Investment entered into the
Contractual Arrangements with Sipai Beijing Network and the Registered Shareholders. In addition, on
April 25, 2022, Sipai Healthcare Investment entered into the Contractual Arrangements with the
Consolidated Affiliated Entities. As a result of the disposal of our online hospital service, on
September 15, 2022, (i) Sipai Healthcare Investment and the Consolidated Affiliated Entities
terminated the contractual arrangements entered into among them on April 25, 2022, and (ii) Sipai
Healthcare Investment entered into new contractual arrangements with Beijing Sipai Brokerage only
with similar key terms. Under the Contractual Arrangements, we are able to exercise effective control
over Sipai Beijing Network and all the economic benefits arising from the businesses of the
Consolidated Affiliated Entities are transferred to Sipai Healthcare Investment to the extent permitted
under PRC laws by means of service fees payable by the Consolidated Affiliated Entities to Sipai
Healthcare Investment. See “Contractual Arrangements” in this prospectus.

Upon termination of the contractual arrangements between Sipai Beijing Network, the Registered
Shareholders and Yiling Shanghai Information, Yiling Shanghai Information had no operation and
business and was voluntarily dissolved in March 2022. Our Directors confirmed that Yiling Shanghai
Information was solvent immediately prior to its dissolution.

Acquisition of Ningbo Sipai Zhonghe by Sipai Healthcare Investment

On May 25, 2021, Mr. Ma transferred his 5% equity interests in Ningbo Sipai Zhonghe to TSAI Yuen
Ning (#¢0i%), an Independent Third Party for the consideration of HKD10,000 with reference to the
valuation of Ningbo Sipai Zhonghe appraised by an independent valuer. On June 23, 2021, each of
Mr. Ma, Mr. Li and TSAI Yuen Ning transferred all his/her equity interests in Ningbo Sipai Zhonghe
to Sipai Healthcare Investment. As a result, Ningbo Sipai Zhonghe became a wholly owned subsidiary
of Sipai Healthcare Investment.
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Upon completion of the above onshore shareholding adjustments, the simplified onshore shareholding
structure of our Group is as below:
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1, =eeeee- denotes contractual relationship under the Contractual Arrangements. Under the Contractual Arrangements, WFOE shall provide technical services to our Consolidated Affiliated Entities, and our Consolidated Affiliated Entities shall pay service
fees to WFOE directly.
© denotes cquity interests controlled by our Group under the Contractual Arrangements.

Offshore Reorganization
Distribution by Lucky Seven

Immediately before the Reorganization, Lucky Seven held 70,004,000 Class A Ordinary Shares and
15,996,000 Class B Ordinary Shares of our Company. In order to reflect individual shareholders’
indirect interests in our Company held through Lucky Seven, on June 14, 2021, Lucky Seven went
through its own internal reorganization, upon completion of which, Lucky Seven was wholly owned by
Simul International Holdings Limited (the “Simul”), a limited company wholly owned by Mr. Ma and
the Ordinary Shares previously held by Lucky Seven were held by the following entities wholly-owned
by the previous individual shareholders of Lucky Seven (the “Individual BVI Entities”):

Ultimate Beneficial

Individual BVI Entities Owner Number of Ordinary Shares held
Spire-succession Limited (“Spire-succession”) .... Mr. Li 19,995,000 Class A Ordinary Shares
Robert International Holdings Limited . .......... LUO Wei 799,800 Class B Ordinary Shares
Bacta Holdings Limited ...................... LI Dayong 6,398,400 Class B Ordinary Shares
Captain Sean Investment Co., Limited ........... ZONG Ze 3,199,200 Class B Ordinary Shares
Jun An Healthcare Co., Limited ................ LIRan 799,800 Class B Ordinary Shares
Rosa Care Investment Co., Limited ............. ZHANG Hongdan 4,798,800 Class B Ordinary Shares
Repurchase of Shares

Our Company entered into a series of share repurchase agreements with certain of our Shareholders to
repurchase certain Shares as set out in the table below based on the arm’s length negotiation among
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parties with reference to the share price of the latest round of financing immediately before the relevant
repurchase and the purchase price of such Shareholders. Details of which are set out below:

Date of Number of Shares held
Repurchase Number of Repurchase after the Repurchase of
M Agreement Shares Shares

Grand Bow Global Limited . . ................. April 20,2021 6,110,920 Series C 5,216,639 Series C

Preferred Shares Preferred Shares

Horizon Capital Development Ltd. ............. April 20,2021 574,468 Series A-1 Nil
Preferred Shares

Sol Capital Holdings Ltd. .................... April 20,2021 574,468 Series A-1 Nil
Preferred Shares

Mission Harvest Co., Ltd. .................... May 8, 2021 1,000,000 Class B 7,000,000 Class B

Ordinary Shares Ordinary Shares

CCEIF Bigdata I Limited .................... June 28,2021 3,070,322 Series D 17,765,593 Series D

Preferred Shares Preferred Shares

4,780,765 Series D+

Preferred Shares

CCEIF Bigdata I Limited . .. ................. June 28,2021 8,929,678 Series D Nil
Preferred Shares

Issuance of Employee Incentive Shares

In recognition of the contributions of our employees and to incentivize them to further promote our
development, our Company adopted the 2017 Plan and RSU Scheme, details of which are set out in
Appendix IV to this prospectus.

Pursuant to the 2017 Plan, our Company has allotted and issued (i) 7,000,000 Class A Ordinary Shares
and 24,000,000 Class B Ordinary Shares to Spire-succession and Vision Launchpad Holdings
Company Limited (a limited company ultimately controlled by a trust, the settlor of which is ZHOU
Teng), respectively; (ii) 40,410,926 Class B Ordinary Shares and 16,119,529 Class B Ordinary Shares
to Wise Approach and Creative Pioneer, respectively; and (iii) 6,991,000 Ordinary Shares to Lucky
Seven, 13,005,000 Ordinary Shares to Spire-succession. Pursuant to the RSU Scheme, our Company
has allotted and issued 10,004,000 Ordinary Shares to Sail Far.

Details of Wise Approach, Creative Pioneer and Sail Far, please see “—Employee Incentive Scheme”
in this section.

Distribution by Asia Ventures, ERVC Healthcare and F-Prime Capital

On June 29, 2021, Asia Ventures, ERVC Healthcare and F-Prime Capital (the “Distribution
Shareholders”) completed the transfer by way of distribution in species of certain number of Preferred
Shares in our Company to their limited partners and general partners, including Eight Roads
Investments, Impresa Fund I1I Limited Partnership, Asia Partners III L.P., ERVC Healthcare Advisors
IV L.P., F-Prime Capital Partners Healthcare Advisors Fund IV LP (the “Distribution Transferees”),
in proportion to their respective partnership interests. For details of their shareholdings after the
distribution, see “—Capitalization” in this section.

Exclusion of Offline Clinics Business

In order to focus on our core businesses, we decided to exclude the subsidiaries and operating entities
operating offline clinics business (the “Excluded Group”, being Sipai Health Guangzhou and its
subsidiaries) from our Group (the “Exclusion”) before completing Series F Financing.
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We have taken the following steps for the Exclusion:

(i) On June 23, 2021, our Company made a capital injection of US$40 million into Medpion Health
Technology Co., Ltd. (“Medpion Cayman”, formerly known as Spcare Technology Co., Ltd.) to
support the future business development of the Excluded Group after the Exclusion;

(i1)) On June 23, 2021, our Company distributed all the shares of Medpion Cayman to our existing
Shareholders in proportion to their shareholdings in our Company. As a result, the shareholding
structure of Medpion Cayman substantially mirrored that of our Company;

(iii)) On June 25, 2021, MediGeek Network, our wholly-owned subsidiary, transferred all the shares of
Sipai Medical Investment Co., Ltd. (RIRERHEHRAF) (“Sipai Medical Investment™) to
Spcare Technology (Hong Kong) Co., Limited at a consideration of approximately RMB104.63
million, which was determined based on arm’s length negotiation with reference to the total assets
value of approximately RMB104.63 million of Sipai Medical Investment as of April 21, 2021
appraised by an independent valuer;

(iv) On June 30, 2021, Sipai Health Guangzhou, Ningbo Sipai Zhonghe and Sipai Healthcare
Investment, among other parties, terminated the contractual arrangement among themselves. On
May 25, 2021, Ningbo Sipai Zhonghe transferred all the shares of Sipai Health Guangzhou to
Qianrui (Beijing) Enterprise Investment Consulting Co., Ltd. (s (Jta) {28 HEHA RA
A]) (“Qianrui Beijing”) at nil consideration, which was determined based on arm’s length
negotiation with reference to the net assets value of Sipai Health Guangzhou;

(v) On June 30, 2021, Qianrui Beijing, Sipai Health Guangzhou, Sipai Information Technology
(Xiamen) Technology Co., Ltd. (CEIR{E EH%fly (EFM) AR F]) (“Sipai Information Xiamen”),
among other parties, entered into the contractual arrangement through which Sipai Information
Xiamen are able to exercise control over and derive the economic benefits from the Excluded
Group. As a result, Medpion Cayman becomes the holding company of the Excluded Group.

Disposal of Online Hospital Service

In order to improve our Group’s operational efficiency and focus on our core businesses, we decided to
dispose our online hospital service operated through Sipai Medical Hainan and its subsidiaries to the
Excluded Group (the “Disposal”™).

Before the Disposal, the online hospital service was part of our value-added health management
service underlying our health insurance plans, and was provided to our members without additional
charges. We primarily provided health consultation, health management and health education through
our online hospital service. The online hospital service accounted for a very insignificant portion of our
Group during the Track Record Period in terms of financial contribution, but we had spent
disproportionate time and resources to maintain its operation. We believe that the Disposal would
enable us to allocate the resources to our core businesses more efficiently.

On September 15, 2022, Sipai Beijing Network transferred its 100% equity interests in Sipai Medical
Hainan to Sipai Health Guangzhou, a wholly-owned holding subsidiary of Qianrui Beijing, at nominal
consideration with reference to the negative net assets of Sipai Medical Hainan as of June 30, 2022.

On September 15, 2022, as a result of the Disposal, (i) Sipai Healthcare Investment and the
Consolidated Affiliated Entities terminated the contractual arrangements entered into among them on
April 25, 2022, and (ii) Sipai Healthcare Investment entered into new contractual arrangements with
Beijing Sipai Brokerage only with similar key terms.
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The Disposal does not have any material impact on our Group’s business operations or financial
conditions. After completion of the Disposal, the online hospital service has been provided by the
Excluded Group to us, and our Group continues to provide such service to our members free of charge.

The simplified corporate chart below illustrates the shareholding and corporate structure of the
Excluded Group immediately after the Exclusion and the Disposal.
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Notes:
1. 4 —==—% denotes contractual relationship
2. = = — = denotes the entities that are subject to the contractual arrangements
3. Upon completion of the Exclusion, the Excluded Group will no longer form part of our Group.
4. Upon completion of the Exclusion, Tencent Group Entities included Tencent Mobility and TPP Follow-on, which held approximately 22.39% and 5.82% of total issued shares of Medpion Cayman respectively
5. Upon completion of the Exclusion, Distribution Shareholders included Asia Ventures, ERVC Healthcare and F-Prime Capital, which held approximately 5.30%, 4.54% and 4.22% of total issued shares of Medpion Cayman respectively.
6. Upon completion of the Exclusion, Other Pre-IPO Investors included:

(a)  JenCap RX Partners and JenCap RX, which held approximately 3.92% and 3.64% of total issued shares of Medpion Cayman respectively;
(b)  CCEIF Bigdata I and CCEIF Bigdata II, which held approximately 3.65% and 1.27% of total issued shares of Medpion Cayman respectively:
(¢)  ZWC MB Investment Limited, which held approximately 4.56% of total issued shares of Medpion Cayman;
(d) DG China Venture and IDG China V., which held approximately 3.15% and 0.18% of total issued shares of Medpion Cayman respectively;
(¢)  Wu Capital Limited, which held approximately 3.18% of total issued shares of Medpion Cayman;
(f)  Evolution Special Opportunity Fund I, L.P. and Evolution Fund I Co-investment, L.P., which held approximately 1.58% and 0.24% of our total issued Shares respectively;
(2) FOREBRIGHT VISION LIMITED, which held approximately 1.37% of total issued shares of Medpion Cayman;
(h)  INNOVAC INTERNATIONAL LIMITED, which held approximately 1.15% of total issued shares of Medpion Cayman;
() Suzhou Yuan Kang Ding Xiang Investment Partnership (Limited Partnership), which held 1.14% of total issued shares of Medpion Cayman;
() Grand Bow Global Limited, which held approximately 0.74% of total issued shares of Medpion Cayman;
(k) New Smart, L.P., which held approximately 0.64% of total issued shares of Medpion Cayman;
() Fortune Holdings Investment (H.K.) Limited, which held approximately 0.28% of total issued shares of Medpion Cayman; and
(m) TAIHECAP LIMITED, which held approximately 0.09% of total issued shares of Medpion Cayman.
7. Upon completion of the Exclusion, Other Shareholders included:

(a)  Vision Launchpad Holdings Company Limited, which held approximately 3.42% of total issued shares of Medpion Cayman;
(b)  Mission Harvest Co., Ltd., which held approximately 1% of total issued shares of Medpion Cayman;

(¢)  Bacta Holdings Limited, which held approximately 0.91% of total issued shares of Medpion Cayman;

(d)  Ariel Z Healtheare Co., Ltd., which held approximately 0.85% of total issued shares of Medpion Cayman;

(¢)  Rosa Care Investment Co., Limited, which held approximately 0.68% of total issued shares of Medpion Cayman;

(f)  Captain Sean Investment Co., Limited, which held approximately 0.46% of total issued shares of Medpion Cayman;

(2)  Robert International Holdings Limited, which held approximately 0.11% of total issued shares of Medpion Cayman; and

(h)  Jun An Healthcare Co., Limited, which held approximately 0.11% of total issued shares of Medpion Cayman

The Excluded Group accounted for a very insignificant portion of the Group during the Track Record
Period in terms of financial contribution. Our Company is able to meet the revenue / market
capitalization test under Rule 8.05(3) of the Listing Rules after the Exclusion and the Disposal.

Relationship Between our Group and the Excluded Group
Delineation of Business and Non-Competition

After completion of the Exclusion and the Disposal, our Group is primarily engaged in specialty
pharmacy business, physician research assistance, and health insurance services, while the Excluded
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Group is primarily engaged in the provision of online hospital service and offline clinics business. Our
Directors are of the view that there is a clear delineation between the businesses operated by our Group
and those operated by the Excluded Group, and the Excluded Group does not have any interest,
whether directly or indirectly, in a business which competes with, or is likely to compete with, our
businesses which would require disclosure under Rule 8.10 of the Listing Rules.

Independence from the Excluded Group

Our Directors believe that we are able to conduct our businesses independently from the Excluded
Group after the completion of the Global Offering for the following reasons:

(i) our businesses are managed independently from the Excluded Group’s business, and there is no
overlap in the executive Directors between our Group and the Excluded Group. While (i) Mr. Ma
serves as a director of Qianrui Beijing, (ii) Mr. Li serves as a supervisor of Qianrui Beijing, and
(ii1)) Mr. ZHOU Teng, our chief strategy officer, serves as a director of Medpion Cayman, none of
them participate in the daily business operations and management of the Excluded Group as those
roles are non-executive in nature;

(i) our Group has our own operational departments with clearly defined roles and responsibilities,
and makes and implements operational decisions independently of the Excluded Group; and

(ii1) our Company has established an independent financial system and makes independent financial
decisions, and we do not rely on the Excluded Group for any financial assistance.

Connected Transactions

The Excluded Group has provided us with health management services, including both offline clinics
business and online hospital service. Those transactions will constitute continuing connected
transactions after the Listing. See “Connected Transactions” in this prospectus for details.

The services provided by the Excluded Group to our Group were entered into on a non-exclusive basis
and do not account for substantial proportions of our total revenue. Our Directors believe that, even if
such transactions were terminated, our Company will be able to identify other suitable partners on
comparable terms to meet our business and operational needs. See “Connected Transactions” in this
prospectus for details.

RE-CLASSIFICATION AND RE-DESIGNATION

In December 2020, our Company adopted weighted voting rights structure (the “WVR Structure”),
pursuant to which (i) each holder of Class A Ordinary Shares shall be entitled to five (5) votes for each
Share held, and such Class A Ordinary Shares are indirectly held by our Founders through Lucky
Seven; (ii) each holder of Class B Ordinary Shares shall be entitled to one (1) vote for each Share held;
and (iii) each holder of Preferred Shares held by the investors shall be entitled to the number of votes
equal to the number of Class B Ordinary Shares into which the preferred Shares held by such holder
could be converted as of the record date.

On June 29, 2021, our Company terminated the WVR Structure and all the Class A Ordinary Shares
and the Class B Ordinary Shares were re-classified and re-designated as ordinary Shares on a
one-for-one basis.

As a consequence of this, immediately prior to completion of the Global Offering, the authorized share
capital of our Company will be US$200,000 divided into (i) 1,444,164,685 ordinary Shares;
(i1) 555,835,315 Preferred Shares.
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The termination of the WVR Structure in June 2021 is primarily to smooth the application process of
the Listing and to adopt a traditional corporate governance that is easier for potential investors to
understand. After termination of the WVR Structure, our Founders continue to manage the Group and
remain control over the Board.

Notwithstanding the shareholding changes and the termination of WVR Structure disclosed in this
section, we are able to satisfy the ownership continuity requirement under Rule 8.05(3)(c) of the
Listing Rules as (i) our Founders are the only two Directors with executive role; they each have two
votes at the Board meetings before Listing and therefore have been able to control the majority of the
voting power at our Board meetings, and will continue to control over our Board up to the Listing; and
(i1) while Tencent Group Entities (as a group of single largest shareholders as of the Latest Practicable
Date) have the right to designate one Director before Listing, the Director designated by them is of
non-executive in nature and does not participate in the daily management and operation of our
Company, and Tencent Group Entities have not exerted and will not exert control or significant
influence over our Board up to the Listing.

Upon completion of the Reorganization, re-classification and re-designation, the issued share capital of
our Company was US$75,577.4690 divided into 219,199,231 Ordinary Shares and 536,575,459
Preferred Shares.

EMPLOYEE INCENTIVE SCHEME

In recognition of the contributions of our employees and to incentivize them to further promote our
development, we have adopted the 2017 Plan and the RSU Scheme. Each of Wise Approach, Creative
Pioneer and Sail Far was incorporated as an Employee Incentive Platform for our employees, see
“—Reorganization—Issuance of Employee Incentive Shares” in this section for details.

To implement the 2017 Plan, our Company, as the settlor, established the (i) Mission United Trust with
Atk Trust (Hong Kong) Limited (“Ark Trust”) as the trustee on December 21, 2020; and (ii) Pioneer
Trust with Lightstone Trust (Hong Kong) Limited (“Lightstone Trust”) as trustee on June 2, 2021.
For details, see “—D. Share Schemes—1. 2017 Plan” in Appendix IV to this prospectus.

Wise Approach

Wise Approach was incorporated in BVI as a limited company on May 31, 2021 as an employee
incentive platform for our employees pursuant to the 2017 Plan under the Mission United Trust.
Mr. ZHOU Teng and Helm Management Limited are the directors of Wise Approach, and Mr. ZHOU
Teng is responsible for the management of Wise Approach. On June 11, 2021, our Company allotted
and issued 42,773,050 Class B Ordinary Shares to Wise Approach at par value pursuant to the 2017
Plan. On October 25, 2022, our Company repurchased and canceled 2,362,124 Shares held by Wise
Approach at par value. As of the Latest Practicable Date, Wise Approach held 40,410,926 Ordinary
Shares of our Company on trust for Ark Trust, the trustee of the Mission United Trust.

Creative Pioneer

Creative Pioneer was incorporated in BVI as a limited company on May 31, 2021 as an employee
incentive platform for our employees under the Pioneer Trust pursuant to the 2017 Plan. Mr. ZHOU
Teng and Helm Management Limited are the directors of Creative Pioneer, and Mr. ZHOU Teng is
responsible for the management of Creative Pioneer. On June 11, 2021, our Company allotted and
issued 16,426,181 Class B Ordinary Shares at par value to Creative Pioneer pursuant to the 2017 Plan.
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On October 25, 2022, our Company repurchased and canceled 306,652 Shares held by Creative
Pioneer at par value. As of the Latest Practicable Date, Creative Pioneer held 16,119,529 Ordinary
Shares of our Company on trust for Lightstone Trust, the trustee of the Pioneer Trust.

To implement the RSU Scheme, our Company, as the settlor, established the Sail Far Trust with
Lightstone Trust as the trustee on June 29, 2021. For details, see “—D. Share Schemes—2. RSU
Scheme” in Appendix IV to this prospectus.

Sail Far

Sail Far was incorporated in BVI as a limited company on June 1, 2021 as an employee incentive
platform for our employees under the Sail Far Trust pursuant to the RSU Scheme. Mr. ZHOU Teng
and Helm Management Limited are the directors of Sail Far, and Mr. ZHOU Teng is responsible for
the management of Sail Far. As of the Latest Practicable Date, Sail Far held 10,004,000 Ordinary
Shares of our Company on trust for Lightstone Trust, the trustee of the Sail Far Trust.

On August 5, 2021, each of the Employee Incentive Platforms, Mr. Ma and Mr. Li entered into a
concert party agreement to act in concert in the management and operation of our Group. For details,
see “—Concert Party Agreement” in this section.

As of the Latest Practicable Date and immediately prior to the Global Offering (assuming neither the
Over-allotment Option nor any outstanding 2017 Plan Option is exercised), the issued share capital of
our Company was US$75,310.5914 divided into 216,530,455 Ordinary Shares and 536,575,459
Preferred Shares.

ESTABLISHMENT OF FAMILY TRUSTS

Mr. Ma, as the settlor, established the Hygeia Trust and the Salutem Trust, both with Ocorian Trust
(Cayman) Limited (“Ocorian Trust”) as the trustee. Lucky Seven allotted and issued 4,449 Ordinary
Shares and 1,250 Ordinary Shares to Ocorian Trust as trustee of these two trusts indirectly holds
Shares on trust, for the benefits of Mr. Ma and certain of his family members.

Mr. Li, as the settlor, established the Sper-succession Trust, with Ocorian Trust as the trustee. Spire-
succession allotted and issued 49,999 Ordinary Shares to Ocorian Trust as trustee indirectly holds
Shares on trust for the benefits of Mr. Li and certain of his family members.

CONCERT PARTY AGREEMENT

Pursuant to a concert party agreement dated August 5, 2021 entered into by Concert Parties, the
Concert Parties confirm that they have been acting in concert in the management and operation of our
Group since the establishment of our Company, and will continue to act in concert in the management
and operation of our Group. As of the Latest Practicable Date, the Concert Parties were entitled to
exercise approximately 21.71% voting rights in our Company.

PRE-IPO INVESTMENTS
Principal Terms of the Pre-IPO Investments

The Pre-IPO Investments include (i) Series A Financing, (ii) Series A-1 Financing, (iii) Series B
Financing, (iv) Series C Financing, (v) Series D Financing, (vi) Series D+ Financing, (vii) Series E
Financing, and (viii) Series F Financing, details of which are set out in “—Corporate Development of
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Our Group” in this section. The below table summarizes the principal terms of the Pre-IPO
Investments:

Approximate
Post-money
Approximate  Valuation of
Approximate Cost per our Company Discount to
Proceeds Raised Share (in US$ the Offer
Series Date of Agreement Date of Settlement (in US$ million) (USS$) million) Price®®
9%03)
A August 17, 2015 August 19, 2015 3.00 0.1500 19.15  93.72%
March 9, 2016 2.00 0.1958 27.00  91.81%3
A-1 January 15, 2016 May 3, 2016 2.59 0.2176 3598  90.90%®
9%03)
B June 2, 2016 June 17, 2016 20.00 0.3629 82.00 84.82%
2.00 0.3085 87.09%3
C January 12, 2018 August 1, 2018 29.43 0.5067 154.61 78.80%®
D November 19, 2018 November 30, 2018 54.00 0.6719 259.00  71.89%®
D+ October 22, 2019 December 18, 2019 81.50 0.9413 276.97  60.62%®
E December 7, 2020  December 28, 2020 29900 15639 1.137.38 34.579%(5)
January 26, 2021 February 19, 2021
F June 24, 2021 June 29, 2021 80.60 2.2433 1,720.98 6.15%®)

Lock-Up period

Basis of
consideration

Use of proceeds

The Shares held by the Pre-IPO Investors will be subject to a lock-up period
commencing on the date of the Hong Kong Underwriting Agreement and ending
on, and including, the date falling six months after the Listing Date.

The consideration for the Pre-IPO Investments was based on arm’s length
negotiations between us and the Pre-IPO Investors after taking into consideration
the timing of the investments and the status of our business and operations.

We utilized the proceeds from the Pre-IPO Investments for business expansion and

from the related capital expenditure and as working capital of our Group. As of the Latest
Pre-IPO Practicable Date, approximately 61.62% of the net proceeds from the Pre-IPO
Investments Investments had been utilized. We intend to utilize the remaining net proceeds
from the Pre-IPO Investments after the Global Offering.
Strategic At the time of the Pre-IPO Investments, our Directors were of the view that our
benefits of the Company could benefit from the additional capital from the Pre-IPO Investments
Pre-IPO and the Pre-IPO Investors’ knowledge and experience. Our Pre-IPO Investors
Investors include (i) renowned companies in relevant industries which can help us achieve
brought to our business synergies such as Tencent Group which has entered into certain
Company framework agreements with our Company, details of which are set out in

“Connected Transactions” in this prospectus; and (ii) professional institutional
investors which can provide us with professional advice on our Group’s
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development (including strategy planning and acquisitions) and our corporate
governance (including financial management and talent development). The
Pre-IPO Investments also demonstrate the Pre-IPO Investors’ confidence in the
business and operation of our Company.

Notes:

(1) Assuming the Offer Price of HK$18.60 per Share.

(2) The amounts settled by the Pre-IPO Investors, which in turn affects the discount to the Offer Price received by each Pre-IPO Investor,
were based on arm’s length negotiations between such Pre-IPO Investor and our Company, which were primarily affected by the
valuation of our Company at such particular point in time.

(3) The amounts settled by Series A Investors, Series A-1 Investors and Series B Investors, were based on arm’s length negotiations, which
were primarily affected by, among others, the business prospects of our Company at an early development stage, which in turn reflects
the investment risks assumed by the relevant Pre-IPO Investors, including the lack of liquidity and open market for trading in our Shares
prior to the completion of the Global Offering and the Listing, the uncertainty as to the timeline of the Listing process and whether the
Global Offering will be completed, and the lack of any plan to declare further dividend during the period from the completion of the Pre-
IPO Investments to the completion of the Global Offering.

(4) The amounts settled by Series C Investors, Series D Investors and Series D+ Investors, were based on arm’s length negotiations, which
were primarily affected by, among others, the launch and development of the Specialty Pharmacy Business and Health Insurance
Services business in 2017, 2018 and 2019, which in turn reflect the business prospects, results of operation and financial condition of our
Group.

(5) The amounts settled by Series E Investors and Series F Investors, were based on arm’s length negotiations, which were primarily affected
by, among others, reference to the prevailing valuation of other comparable companies listed on Main Board at the material time, which
in turn reflects lower investment risks of the relevant Pre-IPO Investors.

Rights of the Pre-IPO Investors

Certain special rights, including rights of refusal and co-sale, information and inspection rights,
dividend preference rights, drag-along rights and liquidation rights, were granted to our Pre-IPO
Investors under our existing shareholders agreement and memorandum and articles. The relevant
redemption rights were terminated immediately prior to the submission of the listing to the Stock
Exchange for the purpose of the Global Offering. All the other special rights will be automatically
terminated upon the completion of the Global Offering.

In addition, under our existing shareholders agreement, each of the Pre-IPO Investors holding 5% or
more of the voting rights of our Company immediately prior to the Global Offering shall have the right
to require our Company to issue additional Shares to it (and/or any of its affiliates), which will be
subscribed for at the Offer Price, so that the aggregate ownership of it (together with its affiliates) in
our Company immediately after the completion of the Global Offering will be the same as the
aggregate ownership of it (together with its affiliates) in our Company immediately prior to the Global
Offering (the “Anti-dilution Rights™). If the Anti-dilution Rights were exercised by the relevant
Pre-IPO Investors, based on their shareholding in our Company as of the Latest Practicable Date,
(i) Tencent Group Entities, (ii) Distribution Transferees and Distribution Shareholders as a group and
(iii) JenCap RX and JenCap RX Partners as a group would be entitled to subscribe for approximately
2,754,379 Ordinary Shares, 1,299,991 Ordinary Shares and 699,035 Ordinary Shares at the Offer Price
(representing approximately 0.36%, 0.17% and 0.09% of our total issued Shares upon Listing
(assuming neither the Over-allotment Option nor any outstanding 2017 Plan Option is exercised)),
respectively, so that they can maintain their shareholdings in our Company of approximately 27.77%,
13.11% and 7.05%, respectively.

All the Preferred Shares will be converted into ordinary Shares immediately upon the completion of
the Global Offering, at which time our share capital will comprise ordinary Shares only.
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Information about Our Pre-IPO Investors

Set out below is information of our current Pre-IPO Investors. Save as those disclosed in “—Pre-IPO
Investments—Public Float” in this section, each of our Pre-IPO Investors is an Independent Third
Party.

Tencent

® Tencent Mobility is a limited liability company incorporated under the Laws of Hong Kong,
which is a wholly-owned subsidiary of Tencent. TPP Follow-on is a limited liability company
incorporated under the laws of the Cayman Islands, which is controlled by Tencent.

F-Prime Capital

® F-Prime Capital is a limited partnership established under the laws of Delaware (the U.S.).
F-Prime Capital is a global venture capital fund and it and its affiliated funds invest in the
healthcare (therapeutics, healthcare IT, healthcare services, med tech) and technology (enterprise
tech, fintech) sections in the U.S., Europe and Asia. The general partner of F-Prime Capital is F-
Prime Capital Partners Healthcare Advisors Fund IV LP, which is solely managed by Impresa
Management LLC, as its investment manager and the managing member of its general partner.

Asia Ventures and ERVC Healthcare

® Asia Ventures is an exempted limited partnership registered under the laws of Bermuda. The
general partner of Asia Ventures is Asia Partners III L.P., and the general partner of Asia Partners
IIT L.P. is Eight Roads GP.

® ERVC Healthcare is an exempted limited partnership registered under the laws of Bermuda. The
general partner of ERVC Healthcare is ERVC Healthcare Advisors IV LP, and the general partner
of ERVC Healthcare Advisors IV LP is Eight Roads GP.

® FEach of Asia Ventures and ERVC Healthcare is part of Eight Roads, a global proprietary
investment firm backed by Fidelity, which mainly focuses on private investments in the healthcare
(therapeutics, healthcare IT, healthcare services, med tech) and technology (enterprise tech,
fintech, consumer/consumer tech) sectors in China and globally.

JenCap

® JenCap RX, a company incorporated in Cayman Islands, is wholly owned by Jeneration Capital
Partners II L.P., a Cayman Islands limited partnership of which Jeneration Capital GP II is the
general partner.

® JenCap RX Partners L.P. is a Cayman Islands limited partnership of which JenCap RX GP is the
general partner. Each of Jeneration Capital GP II and JenCap RX GP is ultimately controlled by
Mr. Jimmy Ching-Hsin Chang.

Other Pre-IPO Investors

® |NNOVAC INTERNATIONAL LIMITED is an investment holding company incorporated in
BVI and is wholly-owned by Shanghai Shengyu Investment Partnership (Limited Partnership) (-
HEHFIE A B AECEREY)), whose general partner is Changzhou Jianteng Investment
Partnership (Limited Partnership) (% MM E S AR EG5)), which in turn, is controlled
by Ping An Dingchuang Equity Investment Management (Shanghai) Co., Ltd. (“Ping An
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Investment”). Ping An Investment is the healthcare sector investment platform of Ping An
Insurance (Group) Company of China, Ltd.. It invested globally across different investment
stages, including venture capital, buyout, privatization and strategic investment, major in
healthcare industry.

IDG China Venture and IDG China V, both Cayman exempted limited partnership, are venture
capital funds with a primary purpose of making equity investments, mainly in seed and growth
stage companies in China, focusing on companies in the information technology, media,
healthcare, energy, clean technology and non-technology consumer businesses and services
related industries, including, but not limited to, companies engaged in software, internet, telecom,
media and managed healthcare business.

CCEIF Bigdata I and CCEIF Bigdata II are limited liability companies incorporated in BVI and
are wholly-owned by CCEIF (Xiamen) Intelligent Industry Equity Investment Fund Partnership
(Limited Partnership) (F7EFa(EM)E meEERHERERSGEAEAREY)) (“CCEIF”) as
its offshore investment entities. CCEIF Bigdata I and CCEIF Bigdata II were incorporated solely
for the purpose of investment in our Company and none of CCEIF Bigdata I and CCEIF Bigdata
I made other investments. CCEIF is a RMB fund registered in the PRC, focusing on companies
in integrated circuits, bigdata and Al in the PRC.

Suzhou Yuan Kang Ding Xiang Investment Management Partnership (Limited Partnership) is
established in the PRC. Its general partner is Sheng Ding Equity Investment Fund Management
Co., Ltd. (BB G SEHARE(TAR]) (“Sheng Ding”), whose legal representative and
ultimate controller is Mr. LI Hui. Sheng Ding mainly focuses on investment in
biopharmaceuticals and intelligent manufacturing. It has invested several biotechnology
companies in the PRC.

Wu Capital Limited is wholly owned by TMF (Cayman) Ltd., as the trustee of a trust set up by
Ms. CAI Xinyi.

FOREBRIGHT VISION LIMITED (“Forebright”), a company incorporated in BVI with limited
liability, is a special purpose company established for investment in our Group. As at the Latest
Practicable Date, Forebright was wholly owned by Forebright New Opportunities Fund II, L.P.
(“FNOF 1II"’). The general partner of FNOF II is FNOF GP II Limited, which is in turn wholly
owned by Forebright Global Limited, a company incorporated in BVI on November 14, 2016 with
limited liability (the “Forebright Global”). FNOF II is an investment fund focusing on
investment opportunities in healthcare, software and business services and advanced
manufacturing in the PRC. The ultimate beneficial owners of Forebright Global are Mr. Ip Kun
Wan and Mr. Liu Cheng, who hold approximately 41.4% and 58.6% equity interest in Forebright
Global, respectively.

Evolution Special Opportunity Fund I, L.P. and Evolution Fund I Co-investment, L.P. are
exempted limited partnerships established under the laws of the Cayman Islands and are
controlled by 5Y Capital GP Limited, as their general partner.

ZWC MB Investment Limited is a limited liability company established under the laws of BVI.
ZWC MB Investment Limited focuses on investments in healthcare sectors. It is controlled by
ZWC Fund II General Partners Limited as its controlling shareholder.

HBC Asia Healthcare Opportunities VIII LLC is a Delaware company managed by Hudson Bay
Capital Management LP (“HBC”), a multi-billion-dollar asset management firm operating in New
York, Connecticut, Miami and London. With over 140 employees, HBC has been managing
assets on behalf of outside investors since 2006. HBC invests across multiple strategies by
utilizing rigorous fundamental analysis and seeks to identify value and growth opportunities that
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are uncorrelated to each other and market indices. HBC promotes an integrated team culture
emphasizing collaboration and cross-pollination of ideas across sectors and strategies. HBC’s
dedicated investment team seeks to achieve outstanding performance by investing in companies
that are poised for growth or are undervalued while maintaining a focus on risk management.

Octagon Investments Master Fund LP (“Octagon Investments”) is an exempted limited
partnership formed under the laws of the Cayman Islands and Octagon Private Opportunities Fund
LP (the “Private Fund”) is a limited partnership formed under the laws of Delaware in the United
States, with both funds operating as private investment funds. Octagon Capital Advisors LP
(“Octagon Capital”), a Delaware limited partnership and registered investment advisor with the
U.S. Securities Exchange Commission, serves as the investment manager to Octagon Investments
and the Private Fund. Founded in 2019, Octagon Capital is a multi-stage investment manager
dedicated to evidence-based investing in public and private healthcare companies globally, with a
focus in the US and China. Octagon Capital strives to build concentrated, long-term investments
and work with its portfolio management teams as partners. Octagon Capital manages capital on
behalf of global institutions such as university endowments, non-profit foundations, family
offices, pension funds and established asset managers.

Grand Bow Global Limited is an investment holding company incorporated in BVI and is wholly-
owned by Mr. ZHANG Hong. It was incorporated solely for the purpose of investment in our
Company.

3W Fund Management Limited (“3W?”) is incorporated in Hong Kong with limited liability and
licensed by the SFC to carry on type 9 (asset management) regulated activity. 3W has
discretionary investment management power over 3W Healthcare Fund and 3W Global Fund. 3W
Healthcare Fund and 3W Global Fund pursue to maximize absolute return and seek long-term
capital growth primarily through fundamental investment principle with value approach.

New Smart L.P. is a limited partnership incorporated in the Cayman Islands and is controlled by
WU Shangzhi and JIAO Shuge. New Smart L.P. is part of CDH, which is a global proprietary
investment firm mainly focusing on private investments in the healthcare, consumer, and
technology sectors in China and globally.

Sage Partners Alpha 1 L.P. is an exempted limited partnership established under the laws of the
Cayman Islands. It is a pooled-investment fund with Sage Partners Limited as the investment
manager. Sage Partners Limited is licensed by the SFC to carry out type 9 regulated activities, and
mainly focuses on investment opportunities in the healthcare sector by deploying a long-term
fundamental-based approach.

Fortune Holdings Investment (H.K.) Limited is incorporated in Hong Kong with limited liability
and is an investment vehicle wholly-owned by Mr. WONG Wai, which mainly focuses on private
investments in healthcare and biotechnology sectors in China and globally.

HEALTHY TALENT LIMITED is a limited liability company incorporated in Hong Kong in
March 2021 and is controlled by PERFECT SCIENCE LIMITED.

TAIHECAP LIMITED is a limited liability company incorporated in BVI and is controlled by
Mr. SONG Liangjing. It mainly focuses on private investments on consumer, technology and
healthcare sectors.

Mercury Investment Holdings Limited is a limited liability company incorporated in the Cayman
Islands and is controlled by ZHOU Huijie. It is a family investment holding company and mainly
focuses on pan-Asia private equity and growth investment opportunity.
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Public Float

To the best of our knowledge, except for the following Pre-IPO Investors, the other Pre-IPO Investors
will not become our core connected persons (as defined under the Listing Rules) upon the completion
of the Global Offering (assuming neither the Over-allotment Option nor any outstanding 2017 Plan
Option is exercised) and the Shares held by them will be counted towards the public:

(i) the 209,119,356 Shares held in aggregated by Tencent Group Entities, representing approximately
27.77% of our total issued Shares as of the Latest Practicable Date, or approximately 27.41% of
our total issued Shares upon Listing (assuming neither the Over-allotment Option nor any
outstanding 2017 Plan Option is exercised); and

(ii)) the 98,698,555 Shares held in aggregated by the Distribution Shareholders and Distribution
Transferees, representing approximately 13.11% of our total issued Shares as of the Latest
Practicable Date, or approximately 12.94% of our total issued Shares upon Listing (assuming
neither the Over-allotment Option nor any outstanding 2017 Plan Option is exercised).

Upon the completion of the Global Offering (assuming neither the Over-allotment Option nor any
outstanding 2017 Plan Option is exercised), the free float and public float of our Company will be
approximately 1.30% and 38.23% respectively.

Compliance with Guidance Letters from the Stock Exchange

Based on the documents provided by the Company relating to the Pre-IPO Investments, the Joint
Sponsors confirm that the Pre-IPO Investments are in compliance with the Interim Guidance on Pre-
IPO Investments (HKEX-GL29-12) issued on January 2012 and updated in March 2017 by the Stock
Exchange, the Guidance Letter (HKEX-GL43-12) issued in October 2012 and updated in July 2013
and March 2017 by the Stock Exchange and the Guidance Letter (HKEX-GL44-12) issued in October
2012 and updated in March 2017 by the Stock Exchange.
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PRC LEGAL COMPLIANCE
Corporate Structure and Reorganization

Our PRC Legal Adviser has confirmed that the Reorganization is in compliance with the applicable
law and regulation in all material aspects and applicable regulatory approvals which should be
obtained in all material aspects in relation to the equity transfers in respect of the PRC companies in
our Group as described above have been obtained and such equity transfers of our PRC companies
described above have been legally completed.

M&A Rules

Pursuant to Article 2 of the Regulations on Mergers and Acquisitions of Domestic Companies by
Foreign Investors (BHASMEIHE#E HHIEIRABZEMBE) (the “M&A Rules”), which were jointly
promulgated by the MOFCOM, the State Assets Supervision and Administration Commission, the
SAT, the SAMR, the CSRC and the SAFE on August 8, 2006, came into effect on September 8, 2006
and subsequently amended on June 22, 2009, “merger and acquisition of domestic enterprises by
foreign investors” referred to in the M&A Rules shall mean that a foreign investor purchases the equity
interest of a shareholder in a domestic non-foreign-invested enterprise (“domestic company”) or
subscribes for increased capital of a domestic company so as to convert such domestic company into a
foreign-invested enterprise; or, a foreign investor establishes a foreign-invested enterprise, through
which it purchases and operates the assets of a domestic enterprise by agreement, or, a foreign investor
purchases the assets of a domestic enterprise by agreement and then invests such assets to establish a
foreign invested enterprise and operates the assets.

According to the Article 11 of the M&A Rules, where a domestic enterprise, or a domestic natural
person, through an overseas company established or controlled by it/him/her, acquires a domestic
enterprise which is related to or connected with it/him/her, approval from the MOFCOM is required.
The M&A Rules, among others, also require that an offshore special purpose vehicle, or a SPV, formed
for listing purposes and controlled directly or indirectly by PRC companies or individuals, shall obtain
the approval of the CSRC prior to the listing and trading of such SPV’s securities on an overseas stock
exchange, especially in the event that the SPV acquires shares of or equity interests in the PRC
companies in exchange for the shares of offshore companies.

Our PRC Legal Adviser has advised that unless new laws and regulations are enacted or MOFCOM,
CSRC or other competent authorities publish new provisions or interpretations on the M&A Rules in
the future, the Reorganization does not require approvals from MOFCOM under Article 11 of the
M&A Rules and approvals from the CSRC under the M&A Rules, given that

(i) TSAI Yuen Ning, as a Hong Kong permanent resident, at the time of acquiring 5% equity
interests in Ningbo Sipai Zhonghe, was not related with Ningbo Sipai Zhonghe, and Ningbo Sipai
Zhonghe was a foreign-invested enterprise (rather than a domestic company as defined under the
M&A Rules) when its equity interests was acquired by Sipai Healthcare Investment; and

(i) no explicit provision in the M&A Rules classifies the Contractual Arrangements among WFOE,
the Consolidated Affiliated Entities and the Registered Shareholders as a type of acquisition
transaction under the M&A Rules.

However, there is uncertainty as to how the M&A Rules will be interpreted or implemented and we
cannot assure you that relevant PRC governmental authorities, including the CSRC, would reach the
same conclusion as our PRC Legal Adviser.
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SAFE Circular 37

SAFE promulgated the Circular on Relevant Issues Concerning Foreign Exchange Control on
Domestic Residents’ Offshore Investment and Financing and Round-tripping Investment through
Special Purpose Vehicles (B4 5 A Ji A A48 FF 0k B 1923w 5L A3 E SRR B0E S MEE BAT B ) LY 7
A1) (the “SAFE Circular 37”) on July 14, 2014, which replaced the former circular commonly known
as “SAFE Circular 75” promulgated by SAFE on October 21, 2005. SAFE Circular 37 requires PRC
residents to register with local branches of SAFE in connection with their direct establishment or
indirect control of an offshore entity, for the purpose of overseas investment and financing, with such
PRC residents’ legally owned assets or equity interests in domestic enterprises or offshore assets or
interests, referred to in SAFE Circular 37 as a “special purpose vehicle”. SAFE Circular 37 further
requires amendment to the registration in the event of any significant changes with respect to the
special purpose vehicle, such as increase or decrease of capital contributed by PRC individuals, share
transfer or swap, merger, division or other material event. In the event that a PRC shareholder holding
interests in a special purpose vehicle fails to fulfill the required SAFE registration, the PRC
subsidiaries of that special purpose vehicle may be prohibited from making profit distributions to the
offshore parent and from carrying out subsequent cross-border foreign exchange activities, and the
special purpose vehicle maybe restricted in its ability to contribute additional capital into its PRC
subsidiary. Furthermore, failure to comply with the SAFE registration requirements described above
could result in liability under PRC law for evasion of foreign exchange controls.

On February 13, 2015, SAFE released the Notice on Further Simplifying the Improving Policies for the
Foreign Exchange Administration of Direct Investment (2544 3 Jay B A 4 — 25 fili AL 0 O B #:4%
EAHMEEIBCR AN (the “SAFE Circular 13”), which became effective from June 1, 2015.
According to SAFE Circular 13, local banks shall examine and handle foreign exchange registration
for overseas direct investment, including the initial foreign exchange registration and amendment
registration under SAFE Circular 37. However, there exists uncertainties with respect to its
interpretation and implementation by governmental authorities and banks.

As advised by our PRC Legal Adviser, Mr. Ma and Mr. Li have completed the foreign exchange
registration under SAFE Circular 37 and SAFE Circular 13 on June 11, 2021.
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OVERVIEW

Our Mission: Leading the digital transformation of healthcare to bring quality and accessible care to a
large population.

Healthcare impacts every Chinese. The healthcare system in China has evolved to serve the basic
needs of over 1.3 billion people. Nonetheless, the complex system is ridden with efficiency issues, and
access to quality care is not guaranteed. Healthcare providers also struggle to meet the increasing
demand for care, driven by demographic and epidemiological shifts.

We aspire to lead the digital transformation of China’s healthcare industry. As our name “Medbanks”
suggests, we started our journey by building a robust “bank™ of digital solutions and data insights, as
well as strong operational capabilities, to support more participants in the healthcare ecosystem. Our
journey will ultimately lead us to create an integrated health management network that will bring
quality and accessible care to a large population.

We believe, by delivering clear values and serving and connecting the stakeholders in China’s
healthcare system, including patients, doctors, medical institutions, pharmaceutical companies and
payers, we build deep and trusting relationships that can be transformative to the industry landscape.

Who We Are

We connect and deliver clear values to patients, doctors, medical institutions, pharmaceutical
companies and payers across China’s healthcare system through our robust technology platform and
data-enabled operational capabilities. We currently run three business lines, including Specialty
Pharmacy Business, Physician Research Assistance, and Health Insurance Services. Our Specialty
Pharmacy Business operates the largest privately owned specialty pharmacy, and our Physician
Research Assistance runs the largest oncology site management organization (“SMO”), both measured
by 2021 revenue. As of June 30, 2022, our Health Insurance Services served approximately
23.9 million members enrolled in our health insurance plans through our health service provider
network connecting hospitals, general practitioners (“GPs”) and specialists in over 150 major cities
across China.

Members & Patients Doctors
* Health Service Provider Network  Clinical Data Collection and
Management

* Prescription Fulfillment X X
. X * Pharmacist Service Support
* Pharmacist Service . i
* Clinical Research Coordinator

* Insurance Plan (“CRC”) support
Health Insurance Physician Research
Servnces Assnstance
Specialty Pharmacy Specialty Pharmacy
Business Business

Mecbanks

2 E 2 = #H

Medbanks

er—————_ Database @~ ——
Health Insurance T =
Se""ces Health Insurance
Specialty Pharmacy Services
Business
Pharmaceuticals Insurance Carrier
Site Selection @
¢ Participant Enroliment ¢ Product Co-development
¢ Drug and Participant !&’ ¢ Cost Management
Management * Claim Management
* Real World Study
(“RWs”)
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Our Achievements

Since founding our Company in 2014, we have been growing with China’s healthcare reform. We
partner with pharmaceutical innovators, doctors and hospitals, and insurance carriers, empowering
them to provide better healthcare and more comprehensive financial support to Chinese people.

Partnership with

Pharmaceutical Partnership with Partnership with

Physician Network Insurance Carriers

Innovators

0
@ o NO.1 sM in oncology. 100% coverage of ~24 MM
3 e' 27 provincial specialized On
assisting 1 ,000+ @ oncology hospitals and AIAwa Health Management
. . ) 5 national cancer treatment Memb:
clinical trials centers embers
280"‘ Pharmaceutical and
. Biotech Clients __ 55,000+ doctors / Collaboration with
“w“ cover all TOp 10 public Eﬁﬁ Across 1 s200+ I 59 insurance carriers
pharmaceutical companies in Class Ill Grade A Hospitals
China nationwide
Specialty Pharmacies and
Co&% 1 000/0 retention rate for TQ Pharmacist Service @ 1 00
o, Top 10 SMO clients innovative therapies
@ (measured by revenue) in 29 provinces 027 in formulary

Note: All statistics as of June 30, 2022

Our Value Propositions

Value Propositions to Our Members and Patients

Access to Health Management: We provide preventative care services, such as physical
examination and general practice, to help our members identify any early signals for health issues
so that critical diseases are more likely to be prevented or cured at an early stage. Once a member
is diagnosed with critical diseases, we provide him access to over 55,000 doctors to receive
efficient and effective treatment, particularly for cancers. Our health service provider network
allows our members to locate the right medical professional for a precise treatment in an efficient
manner.

Access to Innovative Drugs and Pharmacist Services: Thanks to our deep collaboration with
pharmaceutical companies, we have the access to innovative drugs and can provide patients
advanced medicines for the treatment of oncology and other critical diseases. Our SMO business
provides opportunities for patients to participate in clinical trials for innovative drugs. In addition,
our professional pharmacist service provides our members access to medication guidance and AE
consultation. Meanwhile, we conduct follow-up assessment to ensure medication compliance,
enhancing the efficacy of treatment paradigm to the extent possible.

Flexible Payment Options: 76 of our specialty pharmacies are designated pharmacies for social
medical insurance, accounting for approximately 74% of all our specialty pharmacies. In addition,
47 of our specialty pharmacies have obtained the social medical insurance qualification for major
diseases (“K i B R B S E") from local health security administrations, allowing patients to
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reimburse their expenses for medicines that are previously only covered when purchased at public
hospitals. Additionally, we offer diversified health insurance plans to our members, from
supplemental insurance products for basic medical insurance, tailored products for specific
diseases to premium products with extensive coverage.

Value Propositions to Doctors

Ease of Patient Management: We see ourselves as assistants to doctors. Our Health Insurance
Services offers members medical navigation assistance, and our Specialty Pharmacy Business
service offers patients post-hospital medication management, follow-up assessment and AE
consultation. These offerings significantly improve the efficiency and productivity of doctors in
their outpatient and inpatient practices.

Efficiency in Research: We assist physicians on various non-clinical matters to enhance the
overall efficiency and compliance of clinical trials. Meanwhile, we help physicians participate in
clinical trials of innovative drugs to stay at the forefront of medical research.

Value Propositions to Pharmaceutical Companies

Acceleration of Drug Development and Commercialization: Leveraging our medical expertise and
data insights in oncology and other critical diseases, our SMO service assists pharmaceutical
companies in clinical trial site selection and participant enrollment, effectively expediting their
drug development and commercialization.

Market Access: Serving patients in treatment at leading hospitals, especially oncology hospitals,
our nationwide specialty pharmacy network assists pharmaceutical companies to launch new
products and reach the market efficiently.

Patient Management: Through our nationwide specialty pharmacy network and health service
provider network, pharmaceutical companies are able to deliver effective patient management
service, particularly AE consultation required for specialty medicines.

Value Propositions to Insurance Carriers

Tailored Product Co-development: Leveraging our proprietary data insights, we co-developed
products with insurance carriers to better meet consumers’ unique needs. For example, we have
launched Hui Min Insurance in one province and 16 major cities in China, each of which plans
were designed according to the local demographics.

Efficient Cost Management: Our Health Insurance Services offers pre-hospital navigation and
post-hospital support to our members. The service helps our members select the appropriate
hospital, specialist and medication while saving their out-of-pocket spending and the insurance
carriers’ claim spending on medical cost.

Our Competitive Advantages

Our three business lines, Specialty Pharmacy Business, Physician Research Assistance and Health
Insurance Services, are highly synergistic. Our Specialty Pharmacy Business and Physician Research
Assistance businesses enable us to have an unparalleled understanding of innovative drugs and allow
doctors in our Health Insurance Services to stay at the forefront of treatment options. Leveraging our
extensive health service provider network and deep understanding of physicians’ particular needs in
scientific research, we assist pharmaceutical companies on site selection and participant enrollment.
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Referrals from our health service provider network served by our Physician Research Assistance and
Health Insurance Services are an important source of patients for our specialty pharmacies in Specialty
Pharmacy Business line. Our rich medication selection offers patients advanced treatment options,
accompanied by our professional pharmacist service that drives better medication adherence and
enhances treatment paradigm efficacy. Lastly, our health insurance plans offer additional protection to
members when they face critical diseases, such as cancer, while offering growth opportunities to our
commercial insurance partners.

Moreover, each of our three business lines has its competitive advantages, leveraging which we believe
we will further expand our business in the future.

Specialty Pharmacy Business. For our specialty pharmacy business, we compete with leading
pharmacy service providers and differentiate from them mainly in terms of product offering and
pharmacist service, which lead to our unique business model that we believe has strong competitive
advantages. Specifically, our product offering focuses on specialty medicines, including 320 innovative
oncology drugs and 231 innovative drugs for the treatment of other critical diseases, as of the Latest
Practicable Date. Comparatively, one of our competitors, Company 1D (as disclosed in the “Industry
Overview” section), which is a nationwide offline + online specialty pharmacy, offers 150 to 200
innovative drugs, among which 60 to 80 are innovative oncology drugs, according to CIC. As cancer is
increasingly prevalent in China, the demand for innovative oncology drugs will continue to rise, and
our product offering is well positioned to capture the market growth trend. Secondly, our pharmacist
service differs from that offered by our peers, as we see follow-up assessment as a key component of
our professional services for patients taking specialty medicines. Our pharmacists conduct routine
follow-up assessments for patients, which help us to attract and retain customers. Comparatively,
Company 1D does not provide routine follow-up assessments for patients taking specialty medicines,
according to CIC. From similar perspectives, our specialty pharmacy business model also differs
significantly from that of O20 pharmacy platforms, which to a large extent focuses on OTC and
prescription medicines targeting common diseases, and healthcare products, and emphasizes their
competitiveness on convenience in placing orders, densely distributed offline pharmacy network and
short delivery time. According to CIC, one of the leading O20 pharmacy platforms in China, a
Beijing-based digital medical company founded in 2014 that provides fast medicine delivery, online
pharmacy services and online medical consultation services and has been listed on the Hong Kong
Stock Exchange, currently offers less than 50 specialty medicines, among which less than 10 are
innovative oncology drugs. In addition, pharmacist service provided by the aforementioned 020
pharmacy platform focuses on general medical and health consultation, and prescription renewal for
patients taking prescription medicines, which significantly differs from our pharmacist service
targeting specialty medicines. Moreover, with respect to its limited product offering of specialty
medicines, the aforementioned O20 pharmacy platform does not provide routine follow-up
assessments for patients taking specialty medicines either.

Physician Research Assistance Business. For our SMO business, we ranked first in oncology SMO
market in China, as measured by revenue in 2021, with a market share of approximately 5.5%.
According to CIC, in 2021, oncology drugs accounted for over 60% of the specialty medicine market
in China, and newly registered clinical trials for oncology drugs accounted for over 40% of all newly
registered clinical trials for innovative drugs. Clinical trials for oncology drugs are generally more
complicated, because the trial design is more complex, the trial cycle is longer, the participants’ course
of disease is complicated, more inspection means are used, various adverse events (AEs) are involved,
and participants may have other diseases such as high blood pressure and diabetes, therefore medicines
targeting such other diseases shall be taken at the same time with the oncology drugs. In this regard,
our experience and expertise in oncology SMO service will continue to benefit us in our involvement
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in more clinical trials for oncology drugs, which will have tremendous market opportunities in the near
future. In addition, as we compete mostly with the SMO arm of CRO companies including ClinPlus,
Company 1A, Company 1B and Company 1C as disclosed in the “Industry Overview” section, our
focus on serving physicians avoids potential conflict of interests, which exists for CRO companies that
also offer SMO service since their CRAs, whose roles are mainly to monitor and investigate
physicians’ activities in clinical trials, and their CRCs, whose roles are to assist physicians in clinical
trials, are the employees of the same employer. As we only provide SMO service, we face no such
conflict of interests.

Health Insurance Services Business. For our health insurance service business, we have strong
capabilities to co-design and co-develop specialized health insurance plans, leveraging our actuarial
capabilities as well as our data insight generated from our Specialty Pharmacy Business and Physician
Research Assistance business lines. Our nationwide footprint of specialty pharmacy stores and
professional pharmacist follow-up services targeting patients taking innovative drugs, and our expertise
and experience in assisting physicians in nationwide multi-site clinical trials on innovative drugs
particularly oncology drugs, allow us to build up our data insight with respect to the local
demographics and patient demand, which empower us to tailor the terms and coverages of our health
insurance plans, including Hui Min Insurance and Enterprise Health Plans, to better meet consumers’
unique needs for insurance protection and health management services. As a result, our health
insurance member base grew quickly since the inception of our Health Insurance Services business,
which contributed to the significant increase of the premium we collected on behalf of insurance
carriers. Consequentially, we are able to attract more market-leading insurance carriers and turn them
into our customers. Moreover, unlike conventional insurance brokerage companies such as Fanhua
(FANH. Nasdaq) and Huize (HUIZ. Nasdaq), we have established a comprehensive health service
provider network connecting our members to medical institutions, specialists, GPs and health
examination institutions, differentiating us from our competitors that only provide insurance brokerage
services.

Our Services
Specialty Pharmacy Business

Our Specialty Pharmacy Business line consists of specialty pharmacy and value-add professional
pharmacist service, focusing on specialty medicines for the treatment of oncology and other critical
diseases. Patients can access innovative medications from us and receive pharmacist services, such as
medication guidance, AE consultation, and medication delivery. We also built up the first and only
nationwide specialty medicine management platform, providing follow-up assessment service under a
unified system, differentiating us from our peers. 76 of our specialty pharmacies are designated
pharmacies for social medical insurance, accounting for approximately 74% of all our specialty
pharmacies. In addition, 47 of our specialty pharmacies have obtained the “dual-channel” qualification
from local health security administrations, allowing patients to reimburse their expenses for medicines
that are previously only covered when purchased at public hospitals. Our specialty pharmacies also
provide direct billing with major insurance carriers, offering additional payment solutions to patients.

As of June 30, 2022, we operated 103 specialty pharmacies across all provincial administrative regions
in mainland China except Xizang and Qinghai. Our pharmacies specialize in prescription medicines for
cancer and other critical diseases. We provide a wide selection of specialty medicines, including
innovative drugs newly introduced to the market. For example, we offer a full line of PD-1 drugs
currently approved to commercialize in China. Our professional pharmacist services ensure patients to
have better medication adherence and treatment efficacy.
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Physician Research Assistance

In our Physician Research Assistance business line, we engage in SMO business to support
pharmaceutical companies in their drug R&D process from phase I to phase IV clinical trials, and we
also offer Real-World Study (“RWS”) service with respect to innovative drugs after their market
launch. Currently, the SMO business contributes the majority of the Physician Research Assistance
revenue. Our in-depth experience and professional expertise in assisting clinical trials for oncology
drugs differentiate us from our peers. As of June 30, 2022, we had cumulatively served 289 clients
across trial sites in 87 cities. Notably, we have achieved 100% coverage of 27 provincial specialized
oncology hospitals and five national cancer treatment centers. As of June 30, 2022, we had completed
99 SMO projects, and 936 SMO projects were ongoing. We proudly serve all top ten public
pharmaceutical companies in China that engage in R&D of innovative drugs. During the Track Record
Period, we achieved a 100% client retention rate with respect to our top ten SMO clients, as measured
by revenue during the same period of time. Over 95% of our SMO clients engage in R&D of oncology
drugs and typically contract our services for three years.

Health Insurance Services

As of June 30, 2022, our health service provider network connected over 1,200 Class III Grade A
hospitals, 55,000 doctors, and 500 physical examination institutions in over 150 major cities across
China. Our robust health service provider network, together with our Specialty Pharmacy Business,
provides our members with high quality health management services. As of June 30, 2022, we served
approximately 23.9 million individual members and 876 enterprise clients.

Leveraging our data insights and actuarial capabilities, we have co-developed differentiated health
insurance plans with major insurance carriers. Hui Min Insurance serves as a supplement to the
national basic medical insurance, offering additional coverage for critical diseases, medical services,
and specialty medicines at a price affordable to the general population. In addition, Enterprise Health
Plans provide a more comprehensive and advanced protection to employers and their employees,
offering flexible quality health and disease management services.

Our Market Opportunity

The healthcare industry is an important part of China’s national economy. China’s healthcare
expenditure is massive and growing steadily, from RMB4,097.5 billion in 2015 to RMB8,054.0 billion
in 2021, at a CAGR of 12.7%, and it is expected to further reach RMB17,734.4 billion in 2030,
growing at a CAGR of 9.2% from 2021 to 2030, according to the CIC Report. Aging population,
increasing prevalence of critical disease and changing healthcare payment landscape are the key
growth drivers that propel the continuing development of China’s healthcare industry.

However, the following challenges impact the development of the China’s healthcare industry:
(1) inefficient use of healthcare resource; (ii) unmet demand for innovative medical products and
services; and (iii) underdeveloped commercial health payers. As such, SMO, specialty pharmacy, and
commercial health insurance plan have emerged to address these complex challenges, which all create
great growth opportunities.

Specialty Pharmacy Business coordinates the prescription flow and economic flow of medication
among insurance carriers, pharmaceutical companies, medical institutions, and pharmacies to
efficiently manage the spending on prescription medication, for both patients and payers. Specialty
pharmacy is the main category of Specialty Pharmacy Business services in China. A specialty
pharmacy is a provider of specialty medicines and pharmacist service to better manage patients taking
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specialty medicines, and to better procure, store and dispense specialty medicines. According to the
CIC Report, China’s specialty medicine market experienced a steady growth in the past years,
increasing from RMB147.0 billion in 2015 to RMB304.8 billion in 2021, at a CAGR of 12.9%.
Notably, oncology specialty medicines represented the largest specialty medicine market in China in
2021, accounting for 63.5% of the total market size. It is expected that the specialty medicine market in
China will further reach RMB1,286.5 billion in 2030, at a CAGR of 17.4% from 2021 to 2030.
Particularly, the proportion of out-of-hospital specialty medicine increased from 14.0% in 2015 to
23.7% in 2021, and is expected to further increase to 47.3% in 2030, indicating a huge growth potential
of out-of-hospital specialty pharmacy.

An SMO is an organization that provides specialized service to clinical trials, which reduces the
investigator’s non-clinical workload and improves the overall efficiency and compliance of clinical
trials. According to the CIC Report, the market size of SMO service in China increased from
RMBI.1 billion in 2015 to RMB6.9 billion in 2021 at a CAGR of 35.3%, and is expected to further
reach RMB35.0 billion in 2030 at a CAGR of 19.8% from 2021 to 2030. Increasing investment in drug
R&D and stricter compliance requirements for clinical trials are likely to support the growth of the
SMO market in China. Notably, the oncology SMO market is expected to account for approximately
63.7% to 67.8% of the overall SMO market size from 2021 to 2030.

China’s multi-tiered health insurance system is constructed on the basis of national basic medical
insurance, and supplemented by commercial health insurance, medical relief systems and charity
medical donations. As of December 31, 2021, China’s national basic medical insurance enrolled over
1.3 billion people, accounting for 96.6% of the total population. In 2021, China’s national basic
medical insurance expenditure reached RMB2,401.1 billion, and the individual medical expense
reached RMB2,202.5 billion, accounting for 42.8% and 39.3% of the total medical expense,
respectively. Contrary to the extensive coverage of the national basic medical insurance, commercial
health insurance claim spending accounted for only 7.3% of the total medical expense in China in
2021. In the future, the national basic medical insurance will continue to provide a fundamental
coverage for the broadest population, while the commercial health insurance is expected to function as
an increasingly important payment solution for medical expenditure especially on critical diseases,
indicating an urgent need for establishing a multi-tiered health insurance system to serve different
groups of people. The market size of commercial health insurance in China increased from
RMB241.0 billion in 2015 to RMB880.4 billion in 2021, and is expected to further reach
RMB3,873.1 billion in 2030, in terms of premium.
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Our Results

Our total revenues increased by 159.8% from RMB1,039.0 million in 2019 to RMB2,699.6 million in
2020, and further increased by 28.7% to RMB3,473.9 million in 2021. For the six months ended
June 30, 2022, we generated revenue of RMB1,887.7 million, representing increase of 21.8% from
RMB1,550.0 million for the six months ended June 30, 2021. In 2019, 2020, 2021 and the six months
ended June 30, 2022, we had loss before tax for the year/period of RMB596.0 million,
RMB1,040.9 million, RMB3,747.7 million and RMB344.4 million, respectively. Excluding the impact
of (i) fair value changes of convertible redeemable preferred shares, (ii) share-based payment
compensation, (iii) listing expenses, and (iv) transaction cost for the issue of the Company’s
convertible redeemable preferred shares, our adjusted loss (non-IFRS measure) was
RMB254.2 million, RMB258.6 million, RMB365.1 million and RMB143.1 million for 2019, 2020 and
2021 and the six months ended June 30, 2022, respectively. The following table sets forth the revenue
and gross margin of our three revenue streams for the years/periods indicated:

Year Ended December 31, Six Months Ended June 30,
2019 2020 2021 2021 2022
Revenue  Gross  Revenue Gross  Revenue  Gross Revenue Gross  Revenue  Gross
margin margin margin margin margin
(unaudited)
(RMB in thousands)
Specialty Pharmacy
Business ............ 863,600 5.6% 2,482,006 5.5% 3,136,484 5.9% 1,407,134 6.0% 1,646,388  5.4%
Physician Research
Assistance ........... 173,195 19.1% 185,652 21.2% 244,857 18.3% 102,133 13.4% 149,154 17.7%
Health Insurance
Services ............. 2,216 39.5% 31,989 36.5% 92,589 57.4% 40,777 49.4% 92,110 67.0%
Total ................. 1,039,011  7.9% 2,699,647 6.9% 3,473,930 8.2% 1,550,044 7.6% 1,887,652 9.4%
OUR STRENGTHS

Integrated Health Management Network to Transform Healthcare Industry in China

We are an operator of health management network in China. With a deep understanding of China’s
healthcare industry’s pain points, we connect our Specialty Pharmacy Business, Physician Research
Assistance and Health Insurance Services solutions to build an integrated health management network
that addresses each stakeholder’s long-standing challenges and subsequently transforms China’s
healthcare industry.

For Specialty Pharmacy Business, we are the largest privately owned specialty pharmacy network in
terms of revenue in 2021. As of June 30, 2022, we operated 103 specialty pharmacies across all
provincial administrative regions in mainland China except Xizang and Qinghai. In addition to access
to specialty medicines, patients can also access professional pharmacist services from medication
guidance, follow-up assessment, to AE consultation.

For Physician Research Assistance, our SMO rank second, first and first for oncology drug R&D,
measured by revenue in 2019, 2020 and 2021, respectively. As of June 30, 2022, we covered over
4,700 principal investigators (“PIs”) and 460 hospitals across China, and served 289 clients including
all top ten public pharmaceutical companies in China that engage in R&D for innovative drugs.

For Health Insurance Services, our well recognized health service provider network connects over
1,200 Class III Grade A hospitals, 55,000 doctors, and 500 physical examination institutions in over
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150 major cities across China, providing full-cycle and high quality health management services to our
members. We are also the trusted partner to insurance carriers with strong product development
capability. As of June 30, 2022, we had launched Hui Min Insurance in one province and 16 major
cities in China, enrolling 23.7 million individual members, while our Enterprise Health Plans had
served 876 enterprise clients.

Symbiotic Self-reinforcing Ecosystem with Strong Synergies

Committed to enabling stakeholders of the healthcare industry, we have built a self-reinforcing
ecosystem around our partners and three highly synergistic business lines.

Our Specialty Pharmacy Business and Physician Research Assistance businesses enable us to have an
unparalleled understanding of innovative drugs and allow doctors in our Health Insurance Services to
stay at the forefront of treatment options. Leveraging our extensive health service provider network
and deep understanding of physicians’ particular needs in scientific research, we assist pharmaceutical
companies on site selection and participant enrollment. Referrals from our health service provider
network served by our Physician Research Assistance and Health Insurance Services are an important
source of patients to our Specialty Pharmacy Business, including our specialty pharmacies. Our rich
medication selection offers patients advanced treatment options, accompanied by our professional
pharmacist service that drives better medication adherence and enhances treatment paradigm efficacy.
Lastly, our health insurance plans offer additional protection to members when they face critical
diseases, such as cancer, while offering growth opportunities to our commercial insurance partners.

Enabler to Industry Participants, Creating a Competitive Advantage Hard to Emulate

Our success is attributable to our profound industry knowledge and in-depth understanding of the
unmet demands of key industry participants. We well understand the challenges Chinese doctors face.
For instance, they want to be at the forefront of scientific development, but they do not enjoy the
support from study assistants as their peers in developed countries do. Meanwhile, because of the large
population in China and the relative scarcity of healthcare professionals, doctors in China have devoted
most of their time to daily outpatient care and inpatient procedures. They do not have the support
infrastructure to manage patients outside the hospital either. Thus, to empower doctors, we provide
coordination and execution assistance in clinical studies and patient management services in daily
clinical practice to free doctors from non-medical work. With our services, doctors can conduct
scientific research and fulfill their daily medical work more efficiently and at higher productivity.

Efficiency in clinic trial is crucial to R&D and commercialization of any innovative drug. China’s vast
geographic area and diversity in demographics create significant challenges to run clinical trials in
terms of site selection and participant enrollment. We assist pharmaceutical companies on site
selection and coordinate for participant enrollment, speeding up the clinical trials and improving the
overall efficiency. In addition, through our Specialty Pharmacy Business, pharmaceutical companies
can fulfill its after-sales service, as well as benefit from our nationwide specialty pharmacy network
that directly connect them to their end customers.

Leveraging our medical insights and health provider and specialty pharmacy network, we are able to
co-develop differentiated health insurance plans with our insurance carrier partners, and provide the
accompanying health management services. We can tailor products to different tiers of coverage or
target specific diseases, allowing insurance carriers to adapt to the evolving market with diversified
and competitive products.
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Through long-term collaborations, we have fostered lasting trust and partnership with doctors,
pharmaceutical companies, and insurance carriers. We believe such trust and partnership are
unmatched competitive advantages that are difficult to emulate by our peers.

Leading the Digital Transformation with Proprietary Data and Technology

Technology is ingrained in our corporate culture. We believe the force of technology to transform the
healthcare industry. Since our inception, we have been making significant efforts to build our
technology infrastructure and develop data insights. By leveraging our data insights and the underlying
technology infrastructure, we can quickly adapt our services to meet the evolving healthcare industry
and consistently empower our ecosystem participants.

Our oncology database is a key component of our data infrastructure. It consists of 111 oncology
database covering 28 varieties of cancers. Over 400,000 patients have benefited from this powerful
database. Our database precisely records treatment received and health status in follow-up assessment
of each patient, which makes it much easier and more efficient for doctors to track status of patients
and help doctors diagnose, treat and form a long term management of each patient. Our in-house
developed RWS system are helping doctors across 444 hospitals in their clinical trial and daily
inpatient procedure and outpatient consultation. We have also established a unique system that
integrates medication fulfillment and patient management functions. Against our data insights, we can
also better design health insurance plans and have effectively improved loyalty of our Health Insurance
Services members and reduced their healthcare cost.

Deep data insights into the healthcare industry is a core advantage of our business model. As our
integrated health management network connects key participants in the industry, valuable healthcare
data flow through our system, allowing us to extrapolate insights from our daily operations. Statistics,
such as prescription patterns, medical practices and real-world clinical outcomes, enable us to
continuously optimize our clinical assessment system, referral selection model, and insurance product
design capability.

Diverse Monetization Strategy Fueling Continued Growth

Our synergistic business lines create diverse monetization opportunities. Currently, Specialty
Pharmacy Business contributes more than 90% of our total revenue, and specialty pharmacy business
generated the most Specialty Pharmacy Business revenue. As we expand our specialty pharmacy
network and pharmacist service, revenue from Specialty Pharmacy Business is expected to grow
rapidly. Our SMO, a part of the Physician Research Assistance business line, currently enjoys an
industry-leading market share and delivers a high single-digit contribution to our topline. The thriving
Specialty Pharmacy Business will grow together with the Physician Research Assistance business. In
addition, the synergies among our business lines will generate substantial growth opportunities for the
fledging Health Insurance Services business, which we believe will be a core growth engine for us in
the future.

Experienced Management Team with Unparalleled Industry Insight and Business Acumen

Our management and core teams are industry veterans with extensive experience in the healthcare
industry. They have a profound understanding of doctors, hospitals, pharmaceutical companies, and
insurance carriers in China. They also deeply understand the challenges that China’s healthcare
industry faces. Leveraging their experience and knowledge, the management and core teams can
navigate us through the ebb and flow in the industry. In particular, our chairman of the board of
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directors and chief executive officer, Mr. Ma, has been in the healthcare industry for over 25 years, in
charge of specialty medicine sales at leading global pharmaceutical companies, such as Bayer and
Schering-Plough, before founding our Company. Our co-chief executive officer Mr. Li Ji has also been
in China’s healthcare industry for over 20 years, holding management positions at Bayer, Schering-
Plough and Nova Medical in China.

OUR STRATEGIES

We strive to transform China’s healthcare industry by empowering doctors, pharmaceutical companies
and insurance carriers through technology and data, ultimately delivering quality and accessible
healthcare to all people in China. To achieve our goal, we intend to pursue the following strategies:

Continue to Grow Our Symbiotic Ecosystem

Our current three business lines are symbiotic and self-reinforcing, creating significant synergies. We
plan to continue growing our symbiotic ecosystem and enhancing its synergies by deepening our
connections with more healthcare industry participants and integrating them into our ecosystem.

®  Specialty Pharmacy Business. We will direct more member traffic from Health Insurance Services
to Specialty Pharmacy Business by offering our members premium medicine and pharmacist
experience with more comprehensive medication options and better medication management.

®  Physician Research Assistance. We will further enhance our Physician Research Assistance by
expanding our doctor network leveraging Specialty Pharmacy Business and Health Insurance
Services, which provide assistance to many specialists in patient management and referral
network.

®  Health Insurance Services. We will continue to enhance our Health Insurance Services offerings
by leveraging Specialty Pharmacy Business and Physician Research Assistance services and offer
access to more innovative medications.

We plan to offer a broader range of health products and services, integrate more participants across the
healthcare value chain into our symbiotic ecosystem and create more substantial synergies. For
example, in addition to specialty medicines, we plan to broaden our offerings to include medications
for chronic diseases.

In addition, we will pursue strategic alliances, investment and/or acquisitions that are complementary
to our business and in line with our strategies. Our potential targets primarily include (i) health-tech
companies providing health management services including online medication consultation, drug
delivery, health monitoring and guidance, and/or health-tech companies that collaborate with
commercial insurance company to construct online service platforms and provide algorithm support;
(i1) insurtech companies providing intelligent underwriting systems and automated claim processing
solution and payer services; and (iii) other companies with complementary business lines synergetic to
our business lines.

Further Strengthen Our Capability to Serve Doctors

Doctors are the core to our symbolic ecosystem. We will continue to strive to provide significant value
to doctors by further strengthening our service capabilities in research solutions and health
management. We will continue to leverage our data insights to further facilitate physicians in their
scientific research, clinical trials, and medical practices. In addition, we intend to make it more
efficient for doctors to manage patients by providing more comprehensive health management service
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through our Specialty Pharmacy Business and Health Insurance Services. Finally, we aspire to enable
doctors in our network to enhance their experience and expertise.

Strengthen Our Technology Infrastructure and Data Insights

We will continue to strengthen our technology infrastructure and develop data insights to adapt our
service offerings with the latest developments in the healthcare industry, and continuously empower
healthcare stakeholders. We will grow and train our infrastructure development team by recruiting
professional software engineers and project managers and operation and maintenance personnels. We
will continue to invest substantial resources in R&D to improve our technology infrastructure, develop
new solutions that are complementary to existing ones and find ways to better serve pharmaceutical
companies, patients, our plan members and enterprise clients. We will continue to utilize our
proprietary pharmacy management system and nationwide patient management system to enhance the
efficiency and effectiveness of our operations. We will also dig into health and medical statistics
generated from our daily operations to continuously optimize the health management outcome for the
patients and members we serve.

Grow Specialty Pharmacy Business Service with Investment in Geographic Expansion, and Talent
Recruitment and Retention

As of June 30, 2022, we operated 103 specialty pharmacies in 68 cities across 29 provincial
administrative regions in China. We plan to further expand the geographic coverage of our Specialty
Pharmacy Business service across China, through establishing new pharmacies and acquiring existing
pharmacies. In addition, as we strive to expand geographic coverage, we plan to open up a total of 25
specialty pharmacy stores from the fourth quarter of 2022 to 2024. We will also continue to invest in
attracting more talents and retaining existing talents that would be sufficient for the growth of our
Specialty Pharmacy Business service.

We believe there exists sufficient and strong demand for our specialty pharmacy business in those new
cities that we plan to enter into. There are currently 4 tier-1 cities, 15 new tier-1 cities, 30 tier-2 cities
and around 71 tier-3 cities in China, which are the main target cities to expand our geographic
coverage. The population and cancer prevalence of these cities are shown in the table below:

Cities Population Cancer prevalence
Tier-1 CILES . ..ot e 83.0 million ~270 thousand
New tier-1 CItES ... .ot e 183.2 million ~590 thousand
TIer-2 CILES . . ottt e 215.0 million ~690 thousand
TIer-3 CILES . . .ottt 342.9 million ~1,100 thousand

According to the Health Statistical Year Book of China, the cancer prevalence rate in urban area is
approximately 3.2%o. Based on the larger population base and a large number of patients with cancers,
there still exists huge demand for specialty drugs in the lower-tier cities and thus significant market
opportunities for us to explore.

The main competitors that the Group is facing are still the leading private-owned competitors that
operate nationwide, such as Company 1D and Company 1E disclosed in the “Industry Overview”
section, as well as the state-owned specialty pharmacies that are owned by a few leading state-owned
distribution companies. Also, for each specific region or city, there also exist small local brands with
insignificant market share in the market.

Specifically on our expansion plan, we look to open about 30-40 specialty pharmacies and acquire
about five stores from external operators each year from 2022 to 2026. Geographically we will be
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actively seeking opportunities in cities such as Yangzhou, Shaoxing, and Quanzhou in the Eastern
China; Luoyang, Xiangtan and Jiujiang in the Middle China; Mianyang, Panzhihua and Zunyi in the
Western China, and Qiqihar, Tieling and Jiamusi in the Northeast China.

In addition to geographic expansion, we will also continue to add medication product offered at our
specialty pharmacies, into new disease areas such as chronic diseases, central nervous system, and
nutrition and supportive care. This strategy goes hand in hand with our expansion of our Physician
Research Assistance business beyond the current focus on clinical trials for innovative oncology drugs.
We believe continuing leveraging the trust and recommendation we receive from doctors, we will
likely efficiently win patients in new disease areas. For drugs indicated critical diseases such as central
nervous system diseases, the main competitors are still specialty pharmacies operated by either leading
privately owned companies or state-owned distributors. In addition to the leading specialty pharmacies
that operate nationwide, there also exist regional specialty pharmacies participating in the competition
in the local market of each specific province. For common prescription drugs, OTC drugs and nutrition
products, potential competitors in the market also include the leading retail pharmacies operating
nationwide or in specific regions, but most of these retail pharmacies do not offer high-value specialty
drugs.

Expand Geographically and Increase Service Offerings in Physician Research Assistance Business

We plan to expand our site coverage in Physician Research Assistance business to about 120 cities till
2026, such as Wuxi, Chengde, Ganzhou, Changzhi and other cities of different sizes, so to reinforce
our leading position in the SMO services. We consider that the geographic expansion plan is
reasonable and feasible, because pharmaceutical companies show increasing trend to have more
clinical trials in different cities. For example, the total number of clinical trials conducted by
pharmaceutical companies in China increased from 1,453 in 2017 to 3,817 in 2021. We, as a site
management service provider, should closely follow the steps of our customers (pharmaceutical
companies) to increase presence in new cities.

In addition to geographic expansion, we also plan to extend our site management services to other
disease areas, such as autoimmune diseases. We believe the expansion plan is feasible because clinical
trials in those new disease areas usually happen in cities’ key hospital(s), and we have already
successfully covered those hospitals through oncology-related clinical trials. Having built a wide
coverage on physicians and class III hospitals, it now only requires our well-established local
execution teams to penetrate to a different department of the same hospital, which is not expected to be
difficult as we have demonstrated our capability in the most complex disease area, cancers.

The competition landscape in these 120 cities is highly similar to the overall competitive landscape
nationwide, as most clinical sites nationwide are concentrated in these cities. Leading SMO companies
that operate nationwide are still the main competitors that we face, and the total market share of the top
five SMO companies is estimated to account for 25-30% of the market in terms of revenue. In low-tier
cities, there also exist a large number of small-sized regional SMO companies (with less than 100
CRCs) that only work at local clinical research sites, and the market share of each of these small-size
companies is relatively insignificant in comparison with the leading competitors.

Expand Health Insurance Services by Growing Health Service Provider Network and Offering
Innovative Insurance Products Adaptive to Market Changes

We will continue to expand our health service provider network by enhancing our connections with
doctors and medical institutions. We intend to strengthen and expand our cooperation with hospitals,
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clinics, and other medical institutions across China to elevate our health management service. In
addition, we plan to connect and integrate more GPs and specialists into our health service provider
network to enable our members to receive more efficient and effective treatment that they are unable to
obtain through their local resources.

Furthermore, we will continue to develop our health insurance services to provide our members with
more comprehensive and customized insurance products based on our data insights, medical
know-how and health management capabilities. We plan to further enhance our cooperation with
insurance carriers to co-develop and optimize innovative health insurance products to meet the
diversified and growing healthcare coverage needs of our members.

Additionally, we will expand geographically and offer our insurance product to more cities. We will
actively explore opportunities in mid-to-large cities nationwide that have population over 4 million,
including principal capitals such as Shijiazhuang, tier-1 or new tier-1 cities such as Beijing and
Hangzhou, as well as tier-3 cities such as Honghe. Our approach will remain to first closely study local
demographics and patient demand, design products that can be supplementary to local medical
insurance coverage, and actively seek collaboration with local governments or even win their
endorsement for our products to facilitate marketing and promotion. These target cities are normally
covered by national insurance carriers and in some cases also by online insurance service platforms,
while many lacks competitors in this area or competing products that serve to supplement local
medical insurance.

We expect to face competition from a mix of inhouse sales network of national insurance carriers,
leading insurance brokers with national operation, such as Mingya, Datong and Fanhua, as well as
middle-size regional brokers that operate within a specific province or city when promoting our health
insurance products. Specifically in the cities named above, Beijing is dominated by two national
leading insurance brokers Mingya and Datong, which takes a majority market share. It’s a similar case
with Hangzhou, but with several regional brokers such as Xinshan and Juantian also accounting for
important shares of the market. In Shijiazhuang, a local broker, Mingyang, is the market leader with
several national players closely following. Overall, the health insurance market in Shijiazhuang is less
concentrated than tier-1 cities. We currently don’t see fierce competition in Honghe, and consider
commercial health insurance significantly underpenetrated there.

Enhance Our Monetization Capability

By leveraging our symbiotic ecosystem, our three business lines reinforce each other, which leads to
diversified monetization opportunities. We will continue to enhance our monetization capabilities by
unleashing the commercial potentials of our Specialty Pharmacy Business, Physician Research
Assistance and Health Insurance Services. We aim to unleash the commercial potential of our
Specialty Pharmacy Business service by achieving substantial cost savings through the use of
proprietary systems. For Physician Research Assistance service, we will reinforce our leading position
in the SMO service market. We believe our Health Insurance Services will become a core growth
engine for us in the future, and we will continue to unleash its commercial potential by expanding our
Health Insurance Services network to achieve sizable growth.

OUR SERVICES
Specialty Pharmacy Business

We provide specialty pharmacy and value-add professional pharmacist service in our Specialty
Pharmacy Business line, focusing on specialty prescription drugs for the treatment of oncology and
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other critical diseases. We operate offline specialty pharmacies across China, and provide pharmacist
service not only in our pharmacy stores, but also through telephone calls. Particularly, we conduct
follow-up assessment through telephone calls, whereby we do not need to visit patients on-site.
Patients can access innovative medications from us, as our specialty pharmacies have a wide product
offering, including 320 innovative drugs for the treatment of cancers and 231 innovative drugs for the
treatment of other critical disease, as of the Latest Practicable Date. Particularly, our product offering
covers substantially all of the innovative oncology drugs launched in China since 2010. Moreover,
patients can also receive pharmacist services, such as medication guidance, AE consultation, and
medication delivery from our specialty pharmacies. The diagram below illustrates the correlation and
interaction among pharmaceutical companies, doctors and patients through our Specialty Pharmacy
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Pharmacist Service

Equipped with a well-established pharmacy network and licensed and in-house trained pharmacists, we
offer professional and accessible pharmacist service to patients, including medication guidance,
follow-up assessment, AE consultation, drug delivery, as well as patient education. The following
diagram illustrates our pharmacist service cycle:

cription verificGt.
pre® io,

Pharmacist
service

e
Foliow.uyp assessme™

We accept prescriptions from doctors. When a patient submits his prescription, our pharmacists will
verify such prescription’s validity, accuracy and completeness. They also perform review in which
they cross-check every prescription against the patient’s submitted information for drug, disease and
allergy reactions. We provide specialty medicines to patients strictly in accordance with their
prescriptions, namely the particular medicine and its dosage as specified in the prescription. Our
pharmacists do not recommend any medicines or medications to patients when providing pharmacist
services.

We offer medication guidance and follow-up assessment for patients to help them better understand
their symptoms and comply with medication guidance, thus achieving better treatment efficacy and
cost efficiency. Pharmacist service is supplemental to doctors’ medical practice. Pharmacists provide
medication guidance after doctors prescribe the medication, such as proper and standardized use of
medication, medication related precautions, and combination drug interactions. Doctors follow up and
evaluate patients’ treatment plans and post-treatment results and efficacy. Pharmacists identify special
conditions (AE/SAE) early through follow-up, and give feedback to treating doctors, so as to promote
standardized medication for patients.
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A significant portion of our customers in Specialty Pharmacy Business are cancer patients. Due to the
complexity and limited drug use experience of innovative oncology drugs, they are likely to experience
AEs. Follow-up assessment is important to cancer patients using innovative medication, since it can
identify the seriousness of AEs and the relevance between AEs and the medication in use, extend
duration of treatment and improve efficacy of treatment plans. In addition, during the follow-up
assessment, patients will be advised appropriate measures to deal with AEs, such as suspension of
medication. We have an in-house pharmacist team to communicate the AEs with pharmaceutical
companies, and our 24/7 consultation service line provides guidance to patient in AEs in a timely
manner. The following diagram shows how our professional follow-up assessment system processes:

Follow-up Assessment Management |

‘ Multiple . q " Follow-up Task
' R et T Unique Identification Code
— . EEm— -
= General Information Cre?te o i .
Assign follow-up pharmacist

File Creation Page Medication and Diagnosis Calciataraliowiip entioney;

Record

Follow-up Patient

Upload

Follow-up (A
SN Daily Task Assessment 1 '
Track Information

Ongoing task Follow-up Patient

Completed task Phone Follow-up
All tasks

Follow-up
Pharmacist

Note: the procedures within red dot line refer to those conducted by our system

The patient’s basic information is entered into the system’s file creation page after purchase of
medication to create a medication record for, and assign a unique identification code to the patient.
Based on the patient’s location, medication and diagnosis record, the system automatically creates
follow-up forms, assigns follow-up pharmacists and calculates the frequency of follow-up assessment,
and generates a customized follow-up task for such patient.

The follow-up pharmacist views the daily tasks in the system, including ongoing tasks, completed
tasks and all tasks, and can manually adjust the time of a follow-up task according to the actual
situation. The pharmacist conducts follow-up assessment by telephone, answers questions in the
process of medication, gives guidance on diet, nutrition, exercise and other lifestyle-related matters,
and fills in information gathered during the follow-up assessment into the system to complete the
current task. The system then generates the next follow-up task according to the follow-up plan or
actual follow-up situation. Such cycle will continue until the follow-up assessment task is terminated
due to death or disconnection of, or rejection by the patient.
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We see professional follow-up assessment as a key component of our pharmacist service. The
following table sets forth the average number of daily follow-up assessments we conducted during the
periods indicated.

For the year ended F?;‘Jll:tehssix

M ended June 30,

2019 2020 2021 2022
Average number of daily follow-up assessments
Eastern China .. ... ... e 26 69 235 221
Southern China . ......... ... . e 35 69 156 155
Western China . . ... e 53 85 149 197
Northern China . ... ... e ﬂ g @ @
Total 156 338 791 776

While prescription verification is required to be provided together with the sales of specialty
medicines, other pharmacist services such as follow-up assessment, patient education and drug
delivery are not. We are dedicated to introducing a wide variety of services to meet patients’ increasing
demand for more comprehensive pharmacist service. For example, we provide medication planning
service to patients, and maintain sufficient inventory of medicines. We also periodically operate patient
education programs through offline channels such as our specialty pharmacy stores, hosting specialists
to present at our seminars.

We offer one-time or periodic drug delivery service by our in-house delivery team to guarantee the
quality of drugs especially those require cold-chain transportation. Each of our pharmacies has
assigned at least one of its employees to take charge in the drug delivery. After patients purchase
medicines, upon their request, we will record the drug delivery information, including the recipient’s
name, address, phone number, medicines to be delivered and delivery time in our system, and conduct
the drug delivery accordingly. Particularly, patients can designate the address of medical institutions as
to where they prefer to receive the drugs. For example, if patients want to take infusion drugs at
hospitals, outpatient departments or clinics, upon their requests, we can deliver the infusion drugs to
them at the address of the medical institutions appointed by the patients, thus to bring them more
convenience. We do not engage third-party delivery service providers for our drug delivery. Closely
aligned with patient expectations, our pharmacist service helps us win the patients’ trust and loyalty.

As advised by our PRC Legal Adviser, there is no PRC laws, regulations, or administrative rules
nationwide that specifically set forth any requirements with respect to the delivery of infusion drugs
excluding vaccines by pharmacies to patients, as of the Latest Practicable Date.

Our revenue from infusion drugs retail sales was RMB387.0 million in 2019, RMB955.1 million in
2020, RMB1,532.0 million in 2021, and RMB859.8 million in the six months ended June 30, 2022,
representing 46.4%, 41.5%, 53.0% and 55.3% of our total revenue from medication retail business
during the relevant period, respectively. Our revenue from non-infusion drugs (substantially oral form
drugs) retail sales was RMB446.7 million in 2019, RMB1,345.8 million in 2020, RMB1,361.2 million
in 2021, and RMB694.2 million in the six months ended June 30, 2022 representing 53.6%, 58.5%,
47.0% and 44.7% of our total revenue from medication retail business during the relevant period,
respectively.

Our pharmacist service also helps us build a close partnership with pharmaceutical companies,
differentiating us from traditional retail pharmacies. Through our professional pharmacist service, we
conduct regular follow-up assessment, provide medication guidance, and serve as our patients’ first
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line of defense in an adverse event. In this regard, we are inherently capable of building up a robust
database relating to the efficacy, drug reaction, side effects and AEs of each particular medicine. Our
data insights developed from such “real-world evidence” allows pharmaceutical companies to improve
their R&D capabilities further, especially for innovative drugs. In addition, attributable to our
professional follow-up assessment service, patients served by our Specialty Pharmacy Business
comply with medication guidance more strictly, which significantly enhances the efficacy of their
treatment paradigms.

Specialty Pharmacy

Driven by pharmacy distribution policies such as “separation of dispensing from prescription” policy
(B 4E/r BEBUR) and the “zero markup” policy, we have expanded our specialty pharmacy business
significantly since 2017. The following flowchart illustrate the operating model of our specialty
pharmacies:

Pharmaceutical
companies

Drug suppl Procurement,
g supply Treatment compliance
and logistics management

Medication guidance,
AE consultation,
Prescription verification Follow-up assessment

. Specialty
— Pharmacies —

Medication feedback Consultation,
sharing Prescription submission

e vy

Hospitals/

Doctors Patients

Compared with traditional distribution model in the pharmaceutical value chain, specialty pharmacies
provide a more direct way to connect patients with specialty medicines they need. After obtaining
prescriptions from doctors, patients are able to purchase specialty medicines from our specialty
pharmacies. Our professional pharmacists at the meantime provide professional service during the
treatment. We are equipped with a licensed pharmacist team and a sophisticated customer service
team, which enable us to provide better patient experience, and offer professional consultation and
drug delivery service for patients.
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Geographic Coverage

We operate a nationwide network of specialty pharmacies in China, covering 68 major cities in
29 provincial administrative regions across China. We mainly offer high-value and innovative
prescription medicines to patients and are featured with pharmacist service. As of June 30, 2022, we
had a specialty pharmacy network of 103 pharmacy stores in Beijing, Shanghai, Guangzhou,
Shenzhen, Hangzhou, Shenyang and other major cities.
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The number of our specialty pharmacy stores grew from 70 as of December 31, 2019, to 76 as of
December 31, 2020, to 91 as of December 31, 2021, and further to 103 as of June 30, 2022. The
following table sets forth the movement of the number of our specialty pharmacies for the periods
indicated.

For the six
For the year ended December 31, months
ended June 30,

2019 2020 2021 2022
Number of specialty pharmacies
As of the beginning of the periods indicated . .................. 31 70 76 91
Builtby ourselves ............ ... 30 7 10
Acquired from third parties ............. ... ... .. ... ... 9 2 8 3
Closed ... — 3 3 —
As of the end of the periods indicated ...................... 70 76 91 103

The increase in the number of our specialty pharmacies during the Track Record Period was mainly
attributable to the organic growth of our pharmacy network, through which we rapidly developed a
deep understanding of the specialty pharmacy business. Notably, we built a significant proportion of
our pharmacy stores by ourselves. Therefore, we are able to implement our pharmacist service under a
unified standard across these pharmacy stores in a quick and efficient manner. On the other hand, we
strategically acquired pharmacy stores from third parties after considering their location, customer base
and “dual-channel” qualification, which allowed us to expand our pharmacy network faster.
Pharmacies applying for the ‘“dual-channel” qualification shall meet a series of standards and
requirements which are stricter than those for pharmacies designated by social medical insurance (“%
{7 4% ). Such standards and requirements include, among others, (i) maintaining the qualification
as pharmacy designated by social medical insurance for certain years without non-compliance, (ii)
staffing a certain number of pharmacology professionals including at least two full-time licensed
pharmacists, as well as in-house delivery personnel, (iii) offering a certain SKU percentage of specialty
medicines, (iv) equipping with store space of a certain GFA, facilities and equipment for specialty
medicines storage and delivery, and (v) building up a procurement, inventory and sales management
system and an information system connecting to the local medical administration’s information system.
Currently, the local government has the authority to define such detailed standards and requirements,
examine the applications and award the “dual-channel” qualifications. According to CIC, as of May
31, 2022, among 13,697 pharmacies designated by social medical insurance in Zhejiang province, only
392 of them had obtained the “dual-channel” qualification, accounting for approximately 2.9% of all
the pharmacies designated by social medical insurance; while in Chengdu, only 35 pharmacies had
obtained the “dual-channel” qualification, accounting for approximately 0.3% of a total 11,489
pharmacies designated by social medical insurance.

We also adjusted our store layouts from time to time and closed some of our pharmacy stores for
commercial reasons. First, when there is a more suitable pharmacy location in a city where a store has
already been opened (considering factors such as distance from hospitals, coverage of multiple
hospitals in the same city, delivery cost, and transportation routes), the store will be relocated, and the
new store will take over the business of the original store. Second, after acquiring a local pharmacy
with more sales revenue and product offering, we comprehensively considered the store layouts and
compared the market potential of the acquired store and the store built by ourselves, and may close the
latter one. Third, we assess the overall market potential of specialty medicines in lower-tier cities,
which may be greatly affected by policy changes, and in this regard we may close our pharmacy stores
in such cities. For the six pharmacy stores we closed in 2020 and 2021, we operated them for 6 to 34
months before business closure.
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Our network expansion demonstrated our efforts to improve our capabilities to serve a larger
population of patients and to tap new pharmaceutical business growth opportunities. The following
table sets forth the number of our specialty pharmacies in different regions in China for the periods
indicated.

For the
For the year ended s1xe;111(i):dths
December 31, June 30,

2019 2020 2021 2022

Number of specialty pharmacies as of the year end

Eastern China .. ... ... ... . 16 22 28 28
Southern China . . ... ... 16 18 21 25
Western China . .. ...t 15 14 16 18
Northern China . . ... ... 2 2 % 2
Total ... E 76 91 @

Sales and Operation Efficiency

We see our specialty pharmacy business a professional service offering instead of simply a retail of
pharmaceutical products. Because of the nature of our business, sales in our pharmacy storefronts are
driven by our reputation among doctors and pharmaceutical companies as well as loyalty of customers
who choose to stick with us for our professional services, we are not limited to opening our pharmacy
stores with large floor areas or in locations with strong footage.

For the similar reason, we do not track operating metrics such as sales per square meters used by
traditional retailers to monitor operation efficiency. Instead, we consider average sales per pharmacy
store a meaningful number to measure efficiency and expanding coverage within a city. The following
table sets forth our sales per store data for the periods indicated.

For the
six months
For the year ended December 31, Jfll::e;),
2019 2020 2021 2022
Average monthly sales per pharmacy store (RMB)
Eastern China ........... .. ... ... 0., 1,144,020 2,715,354 2,640,431 2,466,353
Southern China ............ .. ... . ..., 1,188,930 2,212,408 2,897,286 2,395,170
Western China . ......... ... .. ... 1,331,773 2,267,231 2,784,355 2,804,184
Northern China ........... .. .. ... ..., 1,518,041 3,216,843 3,253,301 2,787,629

AVErage . ........ ... 1,282,353 2,660,758 2,900,420 2,606,396

Note:
(1) Calculated by dividing the total revenue generated by our pharmacy stores for the period by the total number of months during which our
pharmacy stores recorded revenue for the period.

We monitor our operating and financial metrics to measure our growth in specialty pharmacy business:

® Our average monthly sales per pharmacy store increased from RMB1.3 million in 2019, to
RMB2.7 million in 2020, and further to RMB2.9 million in 2021, but decreased to RMB2.6
million in the six months ended June 30, 2022.

® The average number of daily orders per store increased from twelve in December 2019, to 17 in
December 2020, and maintained the same level in December 2021 and June 2022.

® The average revenue per order increased from RMB5,718 in December 2019, to RMB6,259 in
December 2020, but decreased to RMB5,930 in December 2021, and to RMB5,329 in June 2022.
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The significant increase of average monthly sales per store and same store sales growth in 2020 was
primarily because many of our specialty pharmacies were newly opened in 2019, which became
ramping-up stores and matured stores in 2020. Such significant increase can also be attributed to the
improvement of our pharmacist service and the optimization of our follow-up assessment service
system. However, due to the implementation of centralized procurement by the PRC government in
early 2021, which resulted in the significant decrease of the prices of certain specialty medicines in our
product offering, our average monthly sales per store and same store sales did not experience a
significant increase in 2021, as compared with our sales growth in 2020. Our average monthly sales
per store in the six months ended June 30, 2022 was lower than that in 2020 and 2021, because
specialty medicine retail business is generally at its lowest point in January to February when there is
the Chinese Spring Festival.

Our average monthly sales growth was either in line with or higher than the industry peers during the
Track Record Period. The average monthly sales per store of Company 1D, an industry peer as set
forth in “Industry Overview—Overview of Specialty Pharmacy Business in China—Competitive
Landscape of Specialty Pharmacy in China” in this prospectus, was approximately RMB0.7 million in
2019, RMB1.0 million in 2020 and RMB1.1 million in 2021, while the average monthly sales per store
of Company 1E, another industry peer, was approximately RMBO0.7 million in 2019, RMB1.4 million
in 2020 and RMB1.5 million in 2021. Company 1D mainly offers medication, healthcare products and
medical supplies, with a focus on specialty medicines, including drugs for chronic diseases, respiratory
system diseases, digestive system diseases, immune system diseases and cancers. Company 1D’s
pharmacy stores in tier-1 cities and near Grade III hospitals generally have an SKU of 40,000 to
50,000, and the stores in tier-2 or tier-3 cities generally have an SKU of around 10,000. Company 1D
also has smaller stores with an SKU of 3,000 to 5,000. As of December 31, 2021, Company 1D had
264 pharmacy stores nationwide. Company 1E mainly offers drugs for chronic diseases, cancers and
rare diseases. Its large-size stores generally have an SKU of over 40,000, and its small-to-middle size
stores generally have an SKU of around 10,000. As of December 31, 2021, Company 1E had 51
pharmacy stores nationwide.

According to CIC, there are two other pharmaceutical distributors which we see as our industry peers,
although their product offering significantly differ from ours as they also sell a large amount of non-
specialty prescription medicines and OTC medicines. Company 1F is a Beijing-based company owned
by a leading state-owned drug distribution company listed on the Shanghai Stock Exchange.
Company F has a wide drug offering including both high-value specialty medicines for critical
diseases, and prescription and OTC medicines for common and non-critical diseases, and operates a
DTP pharmacy network of more than 300 pharmacy stores. According to CIC, the average monthly
sales per store of Company F was approximately RMB1.1 million in 2019, RMB1.1 million in 2020
and RMB1.6 million in 2021. Company 1G is a Beijing-based company owned by a leading state-
owned drug distribution company listed on the Hong Kong Stock Exchange. Company G has a wide
drug offering including prescription drugs targeting cancers, rare diseases and chronic diseases, and
operates a DTP pharmacy network of over 200 pharmacy stores. According to CIC, the average
monthly sales per store of Company G was approximately RMB1.7 million in 2019, RMB1.7 million
in 2020 and RMB1.7 million in 2021. Based on the foregoing, we see our average monthly sales per
store was in line with our industry peers in 2019, and significantly higher than our peers in 2020 and
2021.

Our average revenue per order decreased in 2021, primarily because, apart from the impact of

centralized procurement, a higher proportion of our specialty pharmacies were newly opened in 2021,
as compared with 2020.
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Development Stages of Our Specialty Pharmacies

We opened our first specialty pharmacy store in August 2017, and expanded our nationwide footprint
steadily through organic growth and strategic acquisition. For all of our pharmacy stores that were in
operation as of June 30, 2022, each of them was profit making in terms of its respective gross profit
during the Track Record Period. The following table sets forth the financial performance of our
specialty pharmacies, grouped by years of opening, that are either built by ourselves or acquired from
third parties that constituted asset acquisition, during the year ended December 31, 2021, which are
important metrics that our management tracks in evaluating our performance in initiating and running
specialty pharmacy business by ourselves. We exclude in the following table the specialty pharmacies
we acquired from third parties that constituted business combination, since the financial metrics of
such specialty pharmacies would lead to inaccuracy when we evaluate our performance in growing a
pharmacy’s business from zero. For acquired stores that constituted asset acquisition or business
combination, see “Financial Information—Significant Accounting Policies, Judgments and
Estimates—Acquisition of Subsidiaries That are not a Business” and “Financial Information—
Significant Accounting Policies, Judgments and Estimates—Business Combination” for more details.
As shown in the table below, for illustrative purpose, stores opened in 2018 have an operating period
of three full fiscal years as of December 31, 2021, and their average revenue and average gross profit
in 2021 was RMB51.9 million and RMB2.8 million, respectively; stores opened in 2020 have an
operating period of one full fiscal year as of December 31, 2021, and their average revenue and
average gross profit in 2021 was RMB28.1 million and RMB1.5 million, respectively. Our pharmacy
stores had been ramping up during the Track Record Period.

Average Gross

Average Revenue Average Gross Profit Profit Margin

Number in 2021 in 2021 in 2021 CAGR of

Year of Opening of Stores (RMB’000) (RMB’000) (%) Revenue®
2017 ..., 1 40,629 2,182 5.4% 32.0%
2018 ......... 28 51,881 2,797 5.4% 61.2%3)
2019 ......... 26 24,095 1,292 5.4% 27.2%®
2020 ......... 9 28,085 1,478 5.3% N/A
2021 ...... ... 18 3,723 193 5.2% N/A

Notes:

(1) Calculated for the period from the year immediately following the year of opening to 2021, such that the annualized revenue growth is
calculated based on full years of business operation.

(2) Calculated based on the average revenue in 2018 in the amount of RMB17,667,512.

(3) Calculated based on the average revenue in 2019 in the amount of RMB19,959,485.

(4) Calculated based on the average revenue in 2020 in the amount of RMB18,947,802.

We also closely monitor the financial performance of specialty pharmacies acquired from third parties
that constituted business combination. The following are the financial metrics of all our specialty
pharmacies (including those built by ourselves and acquired from third parties) grouped by year of
business inception:

®  For the group of pharmacy stores opened in 2018, the average daily sales per store increased from
RMB104,317 in December 2019, to RMBI155,946 in December 2020, to RMB156,065 in
December 2021, but decreased to RMB146,212 in June 2022.

®  For the group of pharmacy stores opened in 2019, the average daily sales per store increased from
RMB51,257 in December 2019, to RMB87,425 in December 2020, and further to RMB97,651 in
December 2021, but decreased to RMB86,553 in June 2022.

®  For the group of pharmacy stores opened in 2020, the average daily sales per store decreased from
RMB&89,466 in December 2020 to RMB85,989 in December 2021, and further to RMBS85,173 in
June 2022.

180



BUSINESS

® The same store sales grew by 64% in December 2020 as compared to December 2019, grew by
2% in December 2021 as compared to December 2020, and grew by 7% in June 2022 as
compared to June 2021.

Our pharmacy stores’ average daily sales decreased in June 2022 as compared with December 2021
due to the impact of the outbreak of COVID-19 pandemic and the centralized procurement program
updated in early 2022. Moreover, as we assess the market potential of specialty pharmacies, we had
been adjusting the geographic layout of our pharmacy stores and accordingly, slowing down the daily
sales of certain stores that we decided to close.

For the group of pharmacy stores opened in 2020, the average daily sales per store decreased primarily
due to the centralized procurement. Since these stores are relatively new and have not achieved steady
growth, they are more likely to be impacted by governmental policies, as compared with matured
stores opened in and before 2019.

Initial Breakeven Period and Investment Payback Period

We measure the initial breakeven period for our pharmacy stores that (i) had achieved initial breakeven
as of June 30, 2022, (ii) were built by ourselves or acquired from third parties that constituted asset
acquisition, and (iii) were in operation as of June 30, 2022. The initial breakeven period represents the
period from the inception of business operation of such pharmacy stores, to the time when they
recorded monthly net profit for the first time. The average initial breakeven period for such pharmacy
stores was approximately 22.8 months.

We measure the investment payback period for our pharmacy stores that (i) had achieved investment
payback as of June 30, 2022, (ii) were built by ourselves or acquired from third parties that constituted
asset acquisition, and (iii) were in operation as of June 30, 2022. The investment payback period
represents the time it takes for the accumulated profits attributable to us from such pharmacy stores to
recover our initial investments. The average investment payback period for such pharmacy stores was
approximately 27.1 months.

Impact of Centralized Procurement

On July 30, 2020, the National Healthcare Security Administration promulgated the Interim Measures
for the Administration of Drugs Covered by Basic Medical Insurance ( (H:ASB# R 2258 B0 17 %
%), the “Interim Measures”), which became effective on September 1, 2020. Pursuant to the Interim
Measures, expenses for the drugs listed on the Basic Medical Insurance Medication Catalogue ( {FE4<
FERORFREE T H #%) , the “Medication Catalogue™) are eligible for reimbursement by the national
social medical insurance. Drugs listed on the Medication Catalogue are further categorized under Class
A and Class B categories. Drugs listed in Class A category, generally older and generic drugs, are
100% reimbursable by the national social medical insurance, while drugs listed in Class B category,
generally innovative and premium drugs, are partially reimbursable by the national social medical
insurance.

Specialty medicines are generally listed in Class B category after they enter into the Medication
Catalogue, and their retail prices are then reduced by 17% to 70% generally. On the other hand, the
sales volume will generally increase due to the price reduction. Our sales volume of specialty
medicines that entered into the Medication Catalogue in 2020 typically increased by 80% to 1,500% in
2021 as compared with 2020.

Specifically, a purchase is eligible for reimbursement if the specialty medicine being purchased is for
treating a particular indication covered by the national social medical insurance. For example,
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Camrelizumab for injection may be used to treat eight indications, including Hodgkin lymphoma,
hepatocellular carcinoma, non-squamous non-small cell lung cancer, squamous non-small cell lung
cancer, two kinds of esophageal squamous cell carcinoma, and two kinds of nasopharyngeal
carcinoma. However, the Medication Cataloque only covered Hodgkin lymphoma, hepatocellular
carcinoma, non-squamous non-small cell lung cancer and one kind of esophageal squamous cell
carcinoma, on which the expenses for using Camrelizumab are eligible for reimbursement by the
national social medical insurance.

Currently, local health security administrations have the authority to select from Class B category the
drugs that may be reimbursed by the national social medical insurance, and they generally select only a
limited number of Class B category drugs that patients are able to purchase from pharmacies with the
“dual-channel” qualification, where the expenses are directly settled with the national social medical
insurance fund through the patient’s social insurance account. In addition, the local health security
administrations have the authority to determine the reimbursement ratio of their selected Class B
category drugs, which typically ranges from 50% to 90%, and varies significantly from the
geographical perspective.

Our specialty pharmacies offer 258 specialty medicines listed under Class B category as of June 30,
2022, accounting for approximately 62% of our total SKU as of the same date. However, due to the
foregoing reasons, our revenue of Class B category specialty medicines reimbursed by the national social
medical insurance in 2021 and the six months ended June 30, 2022, being a sum of RMB313.5 million,
accounted for only 7.1% of our total medication retail revenue during the same period. Among these
revenue, RMB256.5 million was contributed by oncology drugs, representing 5.8% of our total
medication retail revenue, and RMB57.0 million was contributed by non-oncology drugs targeting other
critical diseases such as autoimmune disease, cardiovascular disease and nervous system disease,
representing 1.3% of our total medication retail revenue.

Although our average monthly sales per store was impacted by the centralized procurement, our gross
profit margin did not experience a significant decrease during the Track Record Period. For the years
ended December 31, 2019, 2020 and 2021, and the six months ended June 30, 2022, our gross profit
margin of medication retail business was 5.4%, 5.6%, 5.4% and 4.9%, respectively. In addition to the
reason that only a very small portion of our revenue sourced from sales of specialty medicines was
reimbursed by the national social medical insurance, our procurement costs for these medicines also
decreased significantly, since the sales prices offered by our suppliers decreased following admission
to the centralized procurement program.

We will utilize our strategy to further expand and diversify our offering of specialty medicines to
maintain and increase our medication revenue. In addition, as we closely monitor the development of
centralized procurement policies, as industry norm, we negotiate with our suppliers for price
adjustment compensation when the relevant specialty medicines are admitted in the centralized
procurement program. For example, we had an inventory of a PD-1 drug which was newly admitted in
the centralized procurement program in December 2020. Following the relevant price reduction in
March 2021, we negotiated with the pharmaceutical company for price adjustment to our inventory so
that our total costs on such inventory were reduced to the adjusted price per unit multiplied by the total
units in our inventory. The pharmaceutical company then remitted the compensation amount to us.

Product Offering, Supply and Inventory

We offer a wide variety of prescription medicines to patients, with a focus on high-value and
innovative oncology drugs. We have maintained long-term cooperation with leading pharmaceutical
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manufacturers and distributors, providing us with steady resources in medicine supply. For the year
ended December 31, 2021 and the six months ended June 30, 2022, we cooperated with more than 550
pharmaceutical manufacturers and distributors. Benefiting from our close relationship with well-known
brands in the industry, we are able to offer a wide variety of specialty medicines particularly oncology
drugs to meet the patients’ growing and diversified demand. We are generally not affected by the
seasonality of an individual medicine due to the wide coverage and diversity of our medicine offerings.
The following table sets forth a revenue and SKU breakdown by specialty medicine offerings for the
periods indicated.

For the six months ended

For the year ended December 31, June 30,
2019 2020 2021 2022
Revenue Revenue Revenue Revenue
(RMB’000) % SKU % (RMB’000) % SKU % (RMB’000) % SKU % (RMB’000) % SKU %
Oncology drugs . ......... 773,544 92.8 112 66.7 2,106,590 91.6 161 61.7 2,631,407 91.0 216 64.0 1,348,130 86.8 256 61.2
Non-oncology drugs . . .... 60,072 7.2 56 333 194,251 84100 383 261,795 9.0 121 36.0 205,784 13.2 162 38.8

Total .................. 833,616 100.0 168 100.0 2,300,841 100.0 261 100.0 2,893,202 100.0 337 100.0 1,553,914 100.0 418 100.0

Other than the various third party pharmaceutical suppliers, our pharmacy stores also procure
medicines through our wholly-owned subsidiary Guangdong Dahui Medical Co., Ltd. (525 gE
AHIAF) (“Guangdong Dahui”), under which centralized procuring model we are able to improve
our overall gross margin and optimize our product offering. Guangdong Dahui typically obtains first-
level distribution qualification from pharmaceutical manufacturers, through which we are able to
procure medicines at a lower price as comparing to purchasing from other pharmaceutical distributors,
and all of our pharmacy stores will be authorized to sell the relevant medicines. Moreover, in
circumstances of supply shortage of a particular medicine in the market, Guangdong Dahui’s first-level
distribution qualification enables us to secure supply directly from pharmaceutical manufacturers.
Although we are inclined to procure medicines under our centralized procuring model, during the
Track Record Period, procurement through Guangdong Dahui still represented only a small proportion
in our total purchase, therefore, the resultant impact on costs and margins between external and internal
supply sources was not material during the Track Record Period.

We have established a standardized supply and inventory management system to enhance our
operation efficiency. For example, our information synchronization system for product purchase, sales
and inventory facilitates a better overall inventory control, avoids product out-of-stocks or inventory
backlogs, and enables us to meet sales demand while also making more reasonable use of funds.

Our suppliers are in charge of the logistics of medicines to our pharmacy stores and our warehouse
operated by Guangdong Dahui, and we strictly follow the applicable rules and protocols to inspect and
store the medicines in our inventory. In addition, we have an in-house delivery team in each of our
pharmacy stores, providing direct delivery service to patients.

We have developed our proprietary inventory management platform connecting all of our pharmacy
stores and managing their inventories under a centralized system. Since specialty medicines typically
have high value and small volume, and do not require frequent replenishment, we scatteredly stored
them at pharmacy storefronts for efficiency. Products that have passed our inspection will be placed in
a proper storage environment area according to the storage condition requirements of such products.
The temperature and humidity of each storage area are monitored and adjusted regularly on a daily
basis to make them meet the storage condition requirements.

Regular maintenance and inspection of medicines stored in various regions will be carried out on a
monthly basis, and abnormal conditions detected will be adjusted in a timely manner. On the last
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business day of each month, a comprehensive inventory check will be carried out following the close
of business. We also conduct random inventory check and real-time inventory check from time to time.
Our store managers review the results of inventory check, figure out the reasons for any discrepancies,
and make inventory corrections to ensure that the inventory in the system is consistent with the actual
inventory.

Payment Solution

As of June 30, 2022, among our 103 specialty pharmacies, 76 of them are designated pharmacies for
social medical insurance, where patients may purchase and reimburse through their social security
accounts the expenses for prescription medicines and OTC medicines covered by the national social
medical insurance. However, if patients purchase specialty medicines that are covered by the national
social medical insurance at pharmacies that are designated pharmacies for social medical insurance but
have not obtained the “dual-channel” qualification, expenses for such specialty medicines may not be
reimbursed by the national social medical insurance, therefore patients would switch to public
hospitals for prescription and purchase of such specialty medicines since the relevant expenses may be
reimbursed when purchasing from public hospitals. In this regard, we see the ‘“dual-channel”
qualification an important one for our specialty pharmacy business for attracting patient traffic. As of
June 30, 2022, 47 of our specialty pharmacies had obtained the “dual-channel” qualification from local
health security administrations. When purchasing specialty medicines covered by the national social
medical insurance as designated by the local health security administrations, eligible patients are able
to pay through their social security accounts directly and reimburse typically 50% to 90% of their
expenses for such medicines that are previously only reimbursable when purchased from public
hospitals. In addition, our specialty pharmacies also provide direct billing with major insurance
carriers, providing additional payment options to patients.

Specialty Pharmacy Business Pricing and Revenue Recognition

We price medicines taking into consideration of various factors including product category, market
demand and competition, procurement price, marketing strategy, as well as the pricing terms of supply
agreements with pharmaceutical manufacturers and distributors. For those specialty medicines that are
included in the National Reimbursement Drug List, we price them according to the relevant prices set
by the regulators. A patient’s cost for specialty medicines for each month of treatment is typically
above RMB1,000, and may be as high as RMB100,000. We do not charge extra fee for our pharmacist
service.

During the Track Record Period, a majority of the our revenue was generated from Specialty Pharmacy
Business segment, and it has experienced rapid expansion, with revenue growing from RMB863.6
million in 2019, to RMB2,482.0 million in 2020 and further to RMB3,136.5 million in 2021. For the
six months ended June 30, 2022, we recorded revenue of RMB1,646.4 million. We generally recognize
revenue upon delivery of the medicines and pharmaceutical products. Although this business line earns
a gross margin relatively lower than our other two business lines, it grew rapidly as we strategically
expanded our pharmacy network by opening up more pharmacy stores across China, improved our
product offering and strengthened our pharmacist service, all of which contributed to our Specialty
Pharmacy Business revenue growth. We also see this expansion and a large store network strategically
beneficial to our long-term goal not only to build up our patient management system and deepen our
connection with oncology specialists for a nationwide coverage, but also to create a healthcare
ecosystem in which our Specialty Pharmacy Business interacts with Physician Research Assistance
and Health Insurance Services business lines, and to build a platform that brings quality and accessible
care to a larger population.
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Source of Specialty Pharmacy Business Customers

Our Specialty Pharmacy Business customers are generally patients receiving treatments in Class III
hospitals, particularly oncology hospitals. As the “zero markup” policy drove public hospitals to lower
its inventory of high-value innovative drugs with high management requirements and maintenance
costs, prescriptions of such medicines have increasingly flowed out of public hospitals and into
specialty pharmacies, therefore more and more patients with critical diseases such as cancer, choose to
purchase specialty medicines from specialty pharmacies, particularly from those have obtained the
“dual-channel” qualification. For our 103 specialty pharmacy stores that were in operation as of
June 30, 2022, their average distance to hospitals is 248 meters. Particularly, 101 of these stores are
located within 1,000 meters to hospitals, among which 82 stores are located within 300 meters to
hospitals. Since most of our specialty pharmacies are located near Class III hospitals, and many of
them have obtained the “dual-channel” qualification, patients prefer purchasing specialty medicines
from our stores for convenience and professional pharmacist service. Our professional pharmacist
service, which is valued-added to patients, is also an appealing factor. Moreover, our Health Insurance
Services business also helps source customers for our Specialty Pharmacy Business as members
enrolled in Hui Min Insurance may purchase specialty medicines from our specialty pharmacies and
claim for reimbursement from insurance carriers in an efficient manner. We do not enter into any
cooperative arrangement with doctors.

Our Specialty Pharmacy Business customers also consisted of pharmaceutical distributors and
pharmaceutical companies, to a much lesser extent in terms of revenue contribution to our Specialty
Pharmacy Business segment, during the Track Record Period. Guangdong Dahui has obtained the first
level distribution qualification for certain medication from pharmaceutical manufacturers. Distribution
qualification in the PRC is generally classified by geographic coverage and supply chain: that the first
level distribution qualification typically refers to the distribution right within the geographic area of one
or more provinces, and the second level distribution qualification typically refers to the distribution right
within the geographic area of certain cities in the provinces covered by the upstream first level
distributor, while the third level distribution qualification typically refers to that within the geographic
area of certain counties in the cities covered by the upstream second level distributor. However, unlike
the foregoing discussed classification of distribution rights, Guangdong Dahui’s first level distribution
qualification refers to such right directly awarded by pharmaceutical manufactures, rather than other
pharmaceutical distributors, in which case such distribution qualification shall be defined as the second,
third or even lower tier distribution qualification.

Drugs sold in our medication distribution business mainly include active pharmaceutical ingredients
(APIs), drugs in disease areas such as high blood lipid, immune system diseases and cancers. Non-
oncology drugs sold in our medication retail business mainly include medications in disease areas such as
cardiovascular, theumatology, and opthalmology, as well as antirival drugs. Differing from the second or
third level distribution qualification awarded by upstream suppliers which are pharmaceutical
distributors, rather than pharmaceutical manufactures, our first level distribution qualification allowed us
to lower our procurement costs and as a result, our sales price are competitive and other pharmaceutical
distributors would purchase such medication from Guangdong Dahui and therefore became our
customers. We also sold medication to pharmaceutical companies for their research and development
activities or pharmaceutical manufacturing, which we view as a synergy between our Physician Research
Assistance and Specialty Pharmacy Business. For the years ended December 31, 2019, 2020 and 2021,
and the six months ended June 30, 2022, (i) the revenue generated by our medication distribution
business were RMB28.0 million, RMB179.0 million, RMB240.4 million and RMB92.5 million,
respectively, accounting for 3.2%, 7.2%, 7.7% and 5.6% of the total revenue of our Specialty Pharmacy
Business, for the same periods, respectively; and (ii) our gross profit generated by medication distribution
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business were RMB1.4 million, RMB6.0 million, RMB27.5 million and RMB13.0 million, respectively,
representing a gross profit margin of 5.2%, 3.4%, 11.4% and 14.0% for the same periods, respectively.
The fluctuation of our gross profit margin for medication distribution business during the Track Record
Period was attributed to the fluctuation of market supply of and demand for medication used in research
and development activities, which resulted in the fluctuation of our costs and sale prices from time to
time. During the Track Record Period, sales to pharmaceutical distributors accounted for a majority of
our total revenue of medication distribution business, which were 85.3%, 59.2%, 57.1% and 67.6% for
the years ended December 31, 2019, 2020 and 2021, and the six months ended June 30, 2022,
respectively. Accordingly, sales to pharmaceutical companies accounted for 14.7%, 40.8%, 42.9% and
32.4% of our total revenue of medication distribution business, for the same periods, respectively.

Our medication distribution business only transact with pharmaceutical distributors for their further
distribution and pharmaceutical companies for their research and development activities and
pharmaceutical manufacturing. We had not participated in any medication procurement activities of
public medical institutions. We have adopted a series of measures to ensure our compliance with the
applicable regulations and policies with respect to the “two-invoice” system, including, among others,
(1) requesting for and verifying the authenticity of the invoices issued by the pharmaceutical
manufacturers/suppliers for the medication procured, (ii) checking the consistency between such
invoices and the purchase orders, and the consistency of such invoices and purchase orders against the
variety, specification and quantity of the medication, before we conduct inventory inspection and
acceptance of such medication; (iii) retaining all the invoices, purchase orders and other relevant
documents with respect to the procurement and resale of medication; and (iv) issuing invoices and
purchase orders for medication sold to pharmaceutical distributors or pharmaceutical companies. Our
Directors further confirm that as of the Latest Practicable Date, we had not (i) been deemed to have
violated or circumvented any national or local regulations, rules or policies with respect to the “two-
invoice” system by any competent authorities, or (ii) been imposed any administrative fines or
penalties by, or received any warning or notice from any competent authorities for any non-compliance
under the “two-invoice” system.

Based on the foregoing, as confirmed by our PRC Legal Adviser, our operation of medication
distribution business has complied with applicable regulations and policies with respect to the “two-
invoice” system, including the Notice on the Implementation of “Two-Invoice” System regarding the
Procurement of Medicine in Public Hospital (on Trial) (E7ZE B2 07 B8R 1o 4 i 1R 1A T T 52
R E R S (#F7) #9#E47), in all material respects, during the Track Record Period and up to the
Latest Practicable Date.

In addition, as confirmed by our PRC Legal Adviser, the progress of implementation of the “two-
invoice” system for medication varies in different provinces in China, and as of the Latest Practicable
Date, there was no promulgated PRC laws clearly and specifically setting forth the administrative
penalties on us if any of our downstream pharmaceutical distributors or pharmaceutical companies
resell the relevant medication to public medical institutions in violation of the regulations in relation to
the “two-invoice” system.

Growth Drivers

First, the incidence of critical diseases, particularly cancers, has increased during the past years in
China, from approximately 3.9 million in 2015 to approximately 4.8 million in 2021, stimulating a
growing demand for specialty medicine. The product offering in our specialty pharmacies has been
focusing on high-value and innovative oncology drugs during the Track Record Period.
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Second, the Chinese government has initiated the reform to in-hospital medicines, and required public
hospitals to eliminate the markup of medicines and reduce the proportion of medicine costs in the
overall medical expenditure. The “zero markup” policy led specialty medicines to a loss-making
business for public hospitals given the logistics and storage cost. Therefore, prescription outflowed to
out-of-hospital pharmacies, and the proportion of market size of out-of-hospital specialty medicine
increased from 14.0% in 2015 to 23.7% in 2021, which accelerated the development of specialty

pharmacies.

Third, with a successful capture of the industry tailwind, we rapidly expanded our pharmacy store
network during the Track Record Period, from 70 stores by the end of 2019 to 103 stores by June 30,
2022, which significantly contributed to our revenue growth in our Specialty Pharmacy Business.

Physician Research Assistance

In our Physician Research Assistance business line, we engage in SMO business to support
pharmaceutical companies in their drug R&D process from phase I to phase IV clinical trials. We also
offer RWS service with respect to innovative drugs after their market launch, to a much lesser extent in
terms of revenue contribution and number of projects. The diagram below illustrates how
pharmaceutical companies correlate and interact with investigators through our Physician Research
Assistance service:
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The following table sets forth the revenue breakdown for our SMO and RWS businesses and their
respective percentages of the total revenue of the Physician Research Assistance business segment for

the periods indicated:

For the six months

For the year ended December 31, ended June 30,
2019 2020 2021 2022
Revenue Revenue Revenue Revenue
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
SMO ...................... 153,219 88.5 179,008 96.4 234,568 95.8 146,351 98.1
RWS ... 19,976 11.5 6,644 3.6 10,289 4.2 2,803 1.9
Total ...................... 173,195 100.0 185,652 100.0 244,857 100.0 149,154 100.0
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The following table sets forth the operational and financial metrics of our SMO and RWS businesses
as of the end of the periods indicated below:

As of December 31, Jlﬁlseofafﬁ,
2019 2020 2021 2022

SMO
Number of completed projects ................coiiriiinan .. 63 64 67 99
Number of ongoing projects . ...........c.coveriiiineneenenan .. 459 669 926 936
Average contract value of projects newly awarded in the relevant

period (RMB’000) ... ... i 1,507 1,548 1,737 1,219
Backlogged contract value® (RMB’000) ........................ 430,811 657,369 991,711 980,414
RWS
Number of completed projects .................ciiiiiinan... 12 21 31 32
Number of ongoing projects . ...........c.coveriiiineneenenan .. 9 10 4 5
Average contract value of projects newly awarded in the relevant

period (RMB’000)® . ... . .. . 1,921 483 1,942 1,871
Backlogged contract value® (RMB’000) ........................ 5,742 6,234 3,507 6,123
Notes:

(1) Backlogged contract value refers to the contract value representing the outstanding obligations to be performed in the ongoing projects.

(2) The average contract value of RWS projects varied significantly in each year during the Track Record Period because we had a very
small number of RWS projects, and these projects differed from each other significantly in terms of time duration, scope of study data
and number of participants, etc. The average contract value of projects newly awarded in 2020 was significantly lower than that in 2019
and 2021 because such projects were mainly retrospective studies on a particular treatment plan targeting a particular indication,
therefore our service fees were correspondingly much lower due to our significantly lower workload.

(3) The average contract value of SMO projects newly awarded in the six months ended June 30, 2022 was significantly lower than that in
2021 due to normal business fluctuation, such as that more SMO projects involved a lower number of clinical trial sites.

SMO Service

We provide SMO service to assist with project feasibility study, project approval application, trial site
launch, participant enrollment and management, on-site management of data, files, drugs and
materials, and site closure. Our clients in SMO business are mainly pharmaceutical companies,
particularly those focus on oncology drug R&D. As of June 30, 2022, we had served 289 clients across
trial sites in 87 cities.

We cooperate with 460 hospitals, covering five national cancer treatment centers and 27 provincial
oncology hospitals. As of December 31, 2019, 2020 and 2021, and June 30, 2022, we had completed
63, 64, 67 and 99 SMO projects, and 459, 669, 926 and 936 SMO projects were ongoing, respectively,
of which approximately 95% are studies on oncology drugs. A significant number of projects we
conducted were multi-sited. For example, Project No. 1 may be conducted in Beijing, Shanghai,
Guangzhou, Chengdu, Shenyang and other cities at the same time. The table below shows the number
of projects we conducted in major cities including Beijing, Shanghai and Guangzhou as of the date
indicated:

As of

As of December 31, Junse030,

YN0 w222

Beijing . . .o 421 583 700 932
Shanghai .. ... ... 264 364 434 570
GUANGZhoU . . ... 198 290 360 736
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In recent years, new entrants in innovative drug R&D are facing fierce competition in engaging clinical
trial sites. Leveraging our extensive physician network and deep understanding of physicians’
particular needs in scientific research and real-world clinical R&D environment, we connect
pharmaceutical companies with physicians, who can then develop an understanding of the R&D efforts
of these pharmaceutical companies and act as the PIs in their clinical trials. As of the Latest Practicable
Date, our SMO business has established a clinical study team who have education background and/or
work experience in the fields of medicine, nursery and/or biology. Our SMO clients, as the sponsors of
clinical trials, engage investigators to conduct trials for their drugs, and our CRCs do not interact with
our clients directly, but assist and cooperate with investigators closely in their day-to-day practice. Due
to our outstanding quality of service and in-depth expertise for clinical development of innovative
drugs, we have built up stable and long-term partnerships with a substantial number of multinational
and domestically leading pharmaceutical companies. We maintained the largest market share of SMO
service for oncology drugs in China in 2021.

Our SMO business focuses on clinical development of innovative drugs. The clinical development of
an innovative drug involves various parties including sponsors, investigators, CROs, SMOs and
regulatory authorities. The major differences in the service offering of CROs and SMOs are that CROs
typically focus on preclinical drug discovery and research services, as well as clinical trial stage
technical research and statistical analysis which are not within the service scope of an SMO. Currently,
large-size CROs also offer SMO services to their clients. In a clinical trial, a CRA’s role is mainly
inspecting the clinical trials conducted by investigators to ensure that the clinical trials are carried out
in accordance with the trial protocol and GCP; while a CRC’s role is mainly assisting investigators in
non-clinical works, therefore the roles of CRAs and CRCs have no overlap with one another.

Sponsors, typically being pharmaceutical and bio-tech companies, are our clients of SMO business.
Sponsors’ responsibilities in a clinical trial mainly include the following:

® Initiating clinical trials

Managing, financing and monitoring clinical trials

Applying for approval from regulatory authorities and ethics committee

Selecting trial sites and investigators

Preparing detailed SOP, and investigator’s brochure setting forth the chemical, pharmacological,
toxicological, and clinical information and data on the experimental drugs

Designing trial protocols with investigators
® Providing experimental drugs manufactured, packaged and labeled according to GMP standards

® Reporting all adverse drug reactions (ADRs) that are both serious and unexpected to regulatory
authorities and ethics committee

® Establishing an independent quality assurance system and assigning qualified personnel to
monitor and audit clinical trials

®  Preparing clinical trial reports that comply with GCP and relevant regulations
Investigators are responsible for the conduct of a clinical trial at the trial site. If a trial is conducted by

a team of individuals, the investigator is the responsible team leader and may be called the PI. PIs are
usually qualified physicians, and their responsibilities mainly include the following:

®  Studying the nature of the experimental drug as described in the investigator’s manual

® Complying with trial protocols, GCP principles and relevant regulations
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®  Submitting trial related documents to ethics committee for approval

®  Providing adequate information to participants and obtaining their informed consents
® Enrolling eligible participants and maintaining the records of all screened participants
®  C(Collecting, recording and reporting trial data accurately

®  Using, storing and administering experimental drugs appropriately

®  Reporting any serious AEs or reactions to regulatory authority and ethics committee
®  Accepting the sponsor’s and regulatory authority’s supervision or inspection

®  Participate in drafting trial summary report after completion of clinical trials

As Pls are usually doctors working full time in high-tier public hospitals, they lack sufficient time and
energy to handle various non-clinical matters throughout the whole process of a clinical trial.
Therefore, pharmaceutical and biotech companies prefer to engage SMOs to assist PIs on non-clinical
matters in order to enhance the overall efficiency and compliance of the clinical trials.

Our SMO services encompass Phase I to Phase IV clinical trials. As of June 30, 2022, we had assisted
more than 28 innovative drugs to be launched in domestic and international markets. We have
established a standardized quality management system for clinical trial execution and management,
and accumulated extensive experience and professional expertise from our years of practice.
Leveraging our talent advantages, we are familiar with domestic and international regulatory
requirements, and strictly follow standard trial protocol. As we pay close attention to our clients’
needs, we have strong capabilities to provide tailored clinical trial execution and management service
to various types of pharmaceutical companies.

We offer a one-stop SMO solution for our clients throughout the entire clinical trial process to achieve
seamless integration and frictionless implementation, and ensure the overall efficiency and compliance
of clinical trials. The diagram below illustrates our SMO service process:

Pre-clinical Trial Clinical Trial
Preparation Execution

! ! ! ! ! !

Project Proiect Participants
Feasibility A | | Trial Site Recruitment, On-site Site CI
Study pprova Launch Screen and Management fte Llosure
Assistance Application Enrollment

Drugs and Bio-
samples
Management

Participants Data and Files
Management Management

®  Project Feasibility Study Assistance. Based on the documents and materials provided by the
sponsor, we assist on the feasibility study on the PIs’ availability and qualification, and the
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availability and requirements of the trial site, usually the hospitals. As the Pls and trial site may be
conducting clinical trials for competing products, we assist the sponsor to study the impact of
such competing trials on the proposed clinical trial. As an important part of the feasibility study,
we also assist the sponsor to work out the duration, procedure and requirements for the application
with the ethics review committee, who will independently review, approve, conduct follow-up
review of the trial protocol and related documents, and the methods and materials used to obtain
and record the informed consents of the participants, to ensure that the participants’ rights and
safety are protected appropriately. An ethics review committee is generally established by a
medical institution or an academic institution, and composed of at least seven members including
experts in the fields of biomedicine and ethics, law and sociology. Moreover, when needed, we
assist the sponsor in signing the non-disclosure agreement with the PIs to protect the sponsor’s
confidential information.

Project Approval Application. We assist the sponsor to submit the application materials for
approval from the trial site and its ethics review committee. In addition, we follow up with the
application process from time to time and provide updates to the sponsor.

Trial Site Launch. We assist sponsors in preparing for the trial site launch, including organizing
and managing the documents, drugs, bio-samples, and equipment for the clinical trial, assisting
with the project kick-off meeting, and providing a summary report as follow up with issues raised
in the kick-off meeting.

Participant Enrollment. We communicate with the sponsor proactively regarding the participant
enrollment plan and assist the PIs in recruiting participants through various channels. Following
the recruitment, we assist Pls in screening the participant candidates and enrolling those who are
qualified according to the participant enrollment plan. We also coordinate to execute the informed
consent forms by the participants to secure compliance with applicable rules and protocols.

On-site Management. We dispatch our professionally trained CRC teams to the trial site to handle
various matters that do not require medical judgment, including participant management, data and
file management, drugs and bio-samples management, as well as multi-party coordination.

- Our participant management includes providing medication guidance to each participant,
recording each participant’s characteristics and symptoms including AEs in the electronic
data capture, arranging regular visits to and communication with participants, and assisting
PIs to collect pathological sections. We also assist PIs to work out with the sponsor the
impact of any noncompliance with the trial protocol.

- In terms of data and file management, we update the investigator site file on a regular basis,
collect, verify and upload participants’ data and image files, and maintain the data privacy
and confidentiality. Furthermore, we assist PIs to collect study materials and submit the
various documents such as safety report or annual report to the ethics review committee.

- To manage the trial drugs and bio-samples properly, we keep an adequate supply of drugs
during the trial process, store, distribute and retrieve drugs and bio-samples according to the
trial protocol, and organize the documents relating to the logistics of trial drugs and
bio-samples.

- We also coordinate site visits, investigation, and audit by various parties involved in the

clinical trial.

Site Closure. At the end of a clinical trial, we assist the sponsor in organizing and archiving the
trial documents and materials, submitting annual or summary reports, and/or preparing for site
visits by the NMPA and other relevant regulatory authorities. In addition, we assist sponsors with
the site closing visit and process the payment of various fees incurred in the clinical trials.
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Our SMO services assist pharmaceutical companies to launch their innovative drugs in the domestic
and international markets. For example, Pamiparib, a PARP inhibitor, was officially approved for
marketing by the NMPA in May 2021, for the treatment of patients with advanced ovarian, fallopian
tube or primary peritoneal cancer. We provided SMO services for Pamiparib’s phase II clinical trial,
which was started in 2017. Before the kick-off of the trial, we assisted the sponsor to prepare and
submit the application materials for approval from the ethics review committee. We then coordinated
for the site initiation in early November 2017, and assisted the investigators to recruit and screen
eligible participants afterwards. In mid-December 2017, we assisted with the signing of informed
consent forms by the first participant, the collection of such participant’s medical history related
information, and the screen and enrollment of such participant. Following the participant enrollment,
we assisted investigators with the participant’s blood sampling and drug dispensing. Afterwards, we
collected the participant’s laboratory test results and inspection reports, prepared CD-ROMs storing the
participant’s medical images, and uploaded the clinical information and data into the sponsor’s
evaluation system. Our CRCs also managed the documents of investigators and participants, and
followed up with the investigators with respect to their progress on preparing the medical records and
tumor assessments. Pamiparib’s phase II clinical trial involved a total of 26 trial sites, enrolled 113
participants and lasted for 20 months. Before the site closure in June 2022, we assisted the sponsor to
organize and archive all the trial materials, information and documents, and submit the summary report
to the NMPA.

SMO Pricing and Revenue Recognition

Our service contracts generally have a term of three to five years, and we price and charge service fees
based on our workload, which primarily depends on the phase of clinical trials, the duration and
complexity of trials, and the number of trial sites and participants. Typically we charge a total service
fee ranging from RMBI million to RMB15 million for each project. Our service proposals to
customers are normally based on our estimation of total hours incurred for the whole project and
hourly rate of our CRCs.

We provide a significant integrated service, resulting in a combined output in the SMO business, which
is clinical trial data that meets the relevant regulatory standards and can be used by the customer to
progress to the next phase of a clinical trial or solicit approval of a treatment by the applicable
regulatory body. The performance obligation is satisfied over time as the output is captured in data and
documentation that is available for the customer to consume over the course of the arrangement and
further progress of the clinical trial because the over-time criterion in IFRS 15.35 (As we perform, the
customer simultaneously receives and consumes the benefits provided by the our performance.) was
met.

The Group recognizes revenue for SMO business over time using an output-based method. Revenue
was recognized based on progress on the performance obligation, which is typically measured by the
proportion of numbers of actual monitoring and follow-up visits to participants completed as of
measurement date to the expected total numbers of monitoring and follow-up visits to participants
stipulated in the service contracts.

Billing and Contract Assets

Differences in the timing of revenue recognition and associated billings and cash collections result in
recording of trade receivable, contract assets, and contract liabilities on the consolidated statements of
financial position. Amounts are billed as work progresses upon achievement of contractual milestones
in accordance with agreed-upon contractual terms.
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In general, billings and payments are established by contractual provisions including predetermined
payment schedules, which may or may not correspond to the timing of the performance of services
under a contract. Billings may occur subsequent to revenue recognition, resulting in recording of
contract assets in instances where the right to bill is associated with a contingency (e.g., achievement
of a milestone).

Contract assets arise when services have been rendered for which revenue has been recognized but the
customers have not been billed. Contract assets include unbilled amounts typically resulting from
revenue recognized in excess of the amounts billed to the customer. When a milestone is achieved by
us, the corresponding contract assets will be billed and the outstanding amount will be transferred to
trade receivables.

Generally, certain milestones are stipulated in the SMO service agreements specially for major
projects, public and multi-national pharmaceutical companies may set forth time-consuming
conditions, such as enrollment of dozens or hundreds of eligible participants, completion of one phase
of clinical trials, completion of follow-up visits, etc. For example, one of our ongoing projects took
approximately 11 months to complete the milestone of completing participant enrollment in 2019. In
another project which targets to enroll over 500 participants, we spent approximately 10 months to
complete 30% of enrollment, approximately 11 months to complete another 30% of enrollment and we
are still currently enrolling the remaining 40%. Furthermore, for projects involving multi-center trials,
we carry out various trials at multiple centers for different milestones at the same time, which may lead
to significant contract assets during the Track Record Period.

The aging of our certain contract assets may exceed one year as the time interval between two
milestones varies with the term of each individual agreement. The billing cycle tends to be prolonged
when the trial design for a target drug is complicated or if the participant volume is large as stipulated
in a milestone. The Company is of the view that the settlement risk with the contract assets aged over
one year is low given (i) most of the related customers are listed pharmaceutical companies with high
credit profile and sound financial condition; (ii) the related projects remain active without known
impediments that might delay the progress of the projects; and (iii) the increase in contract assets
balance is largely in line with the rapid development of Physician Research Assistance business.

Contract liabilities consist of advanced payments and billings on a contract in excess of revenue
recognized. These amounts represent consideration received or unconditionally due from a customer
prior to transferring services to the customer under the terms of the service contract. The contract
liabilities are reported net of contract assets on a contract-by-contract basis at the end of each reporting
period.

Real-world Study Service

Aiming to offer better services to pharmaceutical companies and further support our SMO business,
our RWS provides analytics-driven research and digital commercialization solutions to pharmaceutical
and biotech companies focusing on oncology therapies, which are the major customers of our RWS
business. Our RWS services are provided separately from SMO services, and we enter into separate
RWS service contracts with our clients.

A typical RWS involves data collection and analysis of an oncology therapy’s real-world treatment and
medical outcomes in a targeted patient group. Sponsors or investigators of the RWS delegate our
CRAs to collect the target patients’ information from the hospital’s database storing medical records,
including those information relating to medical history, symptoms, diagnosis, treatment plan, treatment
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outcome, health condition following the treatment, and adverse reactions or events. Information
relating to the target patients’ identity is filtered. Our CRAs then enter such information into the
database designated by sponsors or investigators. Our customers use those data to measure and monitor
the actual treatment results, model of treatment and utilization of medical resources in the real world.
Our RWS not only focuses on studies on the real-world treatment and medical outcomes of a particular
oncology therapy, but also involves studies on the treatment pattern and medical outcomes of a
particular disease, mainly cancers. For example, in 2017, we provided RWS service to our client on its
retrospective observational study on the treatment pattern, clinical outcome and healthcare resource
utilization with respect to Chinese patients with advanced/metastatic lung cancer, enrolling 8,800
participants in over 35 study centers. In this project, we routinely communicated and coordinated with
investigators in all study centers, inspect and supervise their research work to ensure the study was
carried out in strict compliance with the study protocol and GCP, and periodically update, document
and upload the participants’ information, study materials and documents according to the study
progress. We also utilize our software and technology platforms to enhance the RWS process. For
example, we have built up an intelligent follow-up system, through which our CRAs may conduct
follow-up visits on participants and record the information and data obtained from the follow-up visits
in a more efficient manner.

In October 2018, we assisted Bevacizumab (““Z#E{T®”) to obtain the approval for new indications. We
also cooperated with pharmaceutical companies on RWS projects studying pharmacoeconomics and real-
world treatment patterns and outcomes, and collaborated with physicians to conduct studies on multi-
patient RWS and publish articles in leading international and domestic academic journals and magazines.

Our RWS also functions as a strong supplement to our Specialty Pharmacy Business. We cooperated
with physicians to study on the effects of patient management service based on the statistics generated
between January 1, 2019 to June 30, 2021 from our follow-up assessment service provided by our
specialty pharmacies. The first academic research article studying the duration of treatment through a
real-world study by specialty pharmacy was published in China in June 2021.

RWS Pricing and Revenue Recognition

We charge our clients RWS service fee based on the scope of data to follow and collect as well as the
complexity of services including whether our supplemental software and technology platform are
required and used. We price our service fee based on our CRAs’ hourly rate and the estimation of total
hours we will spend in the whole project. We generally provide our clients a detailed fee estimation
table setting out the CRAs’ hourly rate, estimated working hours in each stage of the project, as well as
the number of trial sites, if applicable. Typically we charge a total service fee ranging from RMBO0.5
million to RMB3 million for each project. The terms of our RWS service agreements are typically one
to three years, which may be adjusted according to the progress of the clinical trial or study project.

We provide a significant integration service resulting in a combined output in the RWS business,
which is a series of data report that can provide insights to our clients on oncology therapies. The
performance obligation is satisfied over time as the output is captured in data and documentation that is
available for the client to consume over the course of the arrangement and furthers progress of the
RWS project because the over-time criterion in IFRS 15.35 (As we perform, our client simultaneously
receives and consumes the benefits provided by our performance.) was met.

The RWS contracts provide the right to payment for the work performed to date, which is invoiced to
the client as work progresses, either based on data report delivered or the achievement of billing
milestones. We typically recognize revenue under these contracts over time, using a ‘units delivered’
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output method as the data or reports are delivered to our clients to measure progress and transfer of
control of the performance obligation to the clients.

Source of Physician Research Assistance Clients

We source Physician Research Assistance clients through our business and marketing efforts. Our sales
and marketing team prepares marketing and pitch materials and presents our service, experience and
strengths to potential clients. More importantly, our extensive experience and quality of service not
only secure long-term clients, but also create a word-of-mouth effect for developing new clients.

Growth Drivers

First, the R&D investment in innovative drugs by pharmaceutical companies has increased
significantly during the past six years, from RMB68.2 billion in 2015 to RMB218.6 billion in 2021, at
a CAGR of 21.4%. The number of newly registered clinical trials for innovative drugs, excluding
bioequivalence studies, increased from 749 in 2015 to 1,939 in 2021. Particularly, the number of those
trials for oncology drugs increased from 148 in 2015 to 802 in 2021. Since our SMO had been focusing
on oncology drugs during the Track Record Period, we benefited from the rapid growth of investment
in R&D of innovative oncology drugs.

Second, the Chinese government promulgated a series of rules and regulations that require clinical
trials to be more strictly compliant with applicable standards and protocols. As our SMO service has
adopted a mature set of practice process, and our CRCs are well trained and experienced in assisting
investigators to handle various non-medical works in different types of clinical trials, we are capable to
help enhance the overall compliance of clinical trials, thereby bringing more values to pharmaceutical
companies.

Third, our proactive marketing strategies and business development efforts effectively promoted our
brand name to potential clients, as well as strengthened our collaborative relationships with existing
clients, thereby bringing more workflow for our Physician Research Assistance business line.

Health Insurance Services

We provide member-oriented health insurance services, with an offering of full-spectrum health
management services, and differentiated and specialized health insurance plans.

Health Insurance
Services

Health Service
Provider Network
* Preventive Care

* Insurance Plan

+ Member Enroliment » GP Services

+ Claim Management » Specialist Referral

« Pre-authorization & * Online Hospital

Direct Billing » Oversea Healthcare Network
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Our Health Insurance Services connects our members with GPs, specialists, medical institutions,
physical examination institutions, rehabilitation centers, pharmacies and insurance carriers, to provide
a solution encompassing products, services and payment solutions. We sell health insurance plans to
our individual and enterprise, and collect insurance premium on behalf of insurance carriers. After the
insurance policies become effective and the insurance carriers underwrite such insurance policies, the
insurance carriers pay us the brokerage commission, which is typically determined based on a
percentage of the total premium collected. Individuals who successfully enroll in our health insurance
plans become our members during the insured period, during which time we provide them health
management services which we view as our differentiated services for customer attraction and
retention. We procure health management services from our selected third-party health service
providers and settle payments with them directly from our own accounts. We incur costs as we provide
health management services to our members.

Leveraging our deep data insights and strong data analytic capabilities, we co-design and co-develop
various specialized health insurance products with insurance carriers. We design health insurance
products’ coverage of the varieties of diseases and medicines based on our data insights to local
demographics, and propose the insured amount for each covered disease and relevant medicines, as
well as the premium price as we utilize our actuarial capabilities. Insurance carriers review our design
before we finalize with insurance carriers the detailed terms of the health insurance products. We also
provide claim processing services to insurance carriers. Upon receipt of a reimbursement claim
submitted by members, we review and examine such reimbursement claim, and then submit a
preliminary reimbursement approval or rejection to insurance carriers. After insurance carriers revert
the reimbursement approval, we process the reimbursement funds to our members. Leveraging our
capabilities to co-design and co-develop specialized health insurance plans as well as provide
professional claim processing services to insurance carriers, our Health Insurance Services business
grew steadily and rapidly, with the number of customers using such services grew from eleven in 2020,
to 23 in 2021, and further to 29 in the six months ended June 30, 2022. Although our first health
insurance plan was launched in 2019, the insurance carrier underwriting such plan was recognized as
our customer in 2020 rather than 2019 because the relevant commission was settled with us in early
2020.

Moreover, we take responsibilities to promote and sell health insurance products, leveraging our strong
marketing capabilities and experience as we are the first mover to launch Hui Min Insurance in the
market. As we are licensed to engage in insurance brokerage business, we charge insurance carriers
brokerage commission, which is determined based on a fixed percentage of premium, as agreed in the
insurance brokerage contract between insurance carriers and us. Commissions paid by insurance
carriers fairly reflect our overall contribution in the co-designing, co-development, promotion and sales
of our specialized health insurance products, and also represent the service fee for our provision of
health management services and claim processing services to insurance carriers, as a series of
professional third-party services which is a mature practice in the health insurance market.

As we offer our members health management services, we select and cooperate with reputable third
party healthcare vendors. While we do not employ any GP or specialist, we have established strategic
and collaborative agreements with our third party healthcare providers including medical institutions,
physical examination institutions. After receiving requests from our members, we contact the
appropriate healthcare providers for health management or medical treatment services to our members.
Expenditure on healthcare services may be reimbursed or directly paid by insurance carriers if covered
by the insurance products. The diagram below illustrates the correlation and interaction among
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insurance carriers, healthcare providers and members and patients through our Health Insurance
Services platform:
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Notes:

(1) Includes preventive care, GP services, specialist referral, online hospital and oversea healthcare network.

(2) Includes healthcare plan, member enrollment, claim management, pre-authorization and direct billing.

(3) We collect insurance premium from members since the commencement of enrollment period, which is typically one to two months for
Hui Min Insurance. We temporarily deposit such cash in our separated bank accounts until we settle with insurance carriers.

(4) During the enrollment period, we settle the premium with insurance carriers from time to time on a periodic basis after we accumulate a
certain amount of premium in our separated bank accounts. Balance of the premium in our bank accounts is typically settled within 60
days following the expiration of enrollment period of the insurance product.

(5) For insurance products that we do not provide claim processing service, reimbursement is paid directly by the insurance carrier to the
member/patient.

Our health management services offers a series of proactive, continuous and tiered health management
services, ranging from health risk prevention, disease management to rehabilitation, with an offering of
physical examination, online and offline health consultation, medical care navigation, hospital and specialist
referral, prescription renewal and pharmacist service. In order to better serve our members in addition to
providing high quality health management services from selected health vendors, we co-designed and co-
developed specialized health insurance plans with industry leading insurance carriers. The costs for medical
and health management services as well as prescription medicines incurred by our members can be directly
paid or reimbursed through their health insurance plans. Our health management services and health
insurance plans complement each other to create a synergistic integrated business model.

Our Health Management Network

Our health management network serve individuals and connect them with GPs, specialists, medical
institutions, physical examination institutions, rehabilitation centers and pharmacies, aiming to
establish a comprehensive health management solution platform to meet our members’ growing and
diversified needs underserved by traditional medical institutions. As of June 30, 2022, our health
management network encompassed over 1,200 Class III Grade A hospitals in over 150 major cities
across China. It facilitates our members with a convenient access to over 55,000 doctors, so that they
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are able to receive efficient and effective treatment and advanced medication that are otherwise
unavailable through their local resources.

We value preventive care as important as disease treatment. We offer a variety of valuable services
addressing health management goals to identify and prevent health risks, fundamentally moving people
toward healthier lifestyles and better health conditions. Our health management service includes
physical examination design, examination report analysis, health consultation, health profile
management, health risk assessment, early tumor screening and follow-up assessment, providing an
opportunity for our members to discover their own health status and issues. We selectively cooperate
with reputable physical examination institutions to provide tailored physical examination services to
our members. We typically enter into one-year term cooperation agreements with these vendors, and
settle payments periodically based on the number of members undertaking physical examinations and
the prices of their physical examination packages. In addition, for our members who are pregnant,
children, seniors or patients with chronic disease, we provide tailored health management service based
on their particular needs, such as in-home medical service and post-hospital rehabilitation assistance.

GPs in our network make personalized advice on preventive care, treat all common medical conditions
and refer patients to hospitals for urgent and specialist treatment. GPs are generally the first point of
contact for our members that are anxious about a health issue that they see necessary for a consultation.
GPs assess the patient, and then make swift and effective decisions based on the presenting symptoms,
as well as the patient’s current and previous medical history. GPs also assess the likelihood of a
specific illness over others. Moreover, we dispatch GP teams to our enterprise clients to conduct
on-site consultation, effectively saving their employees’ time and efforts to seek a consultation in
medical institutions.

We function as the point of contact for our members from the beginning of a medical journey to the
end, including preliminary diagnosis, follow-up visit, specialist referral, medicine prescription,
rehabilitation assistance and chronic disease management. We strategically cooperate with reputable
medical institutions based on one-year term agreements, which are typically renewed automatically
unless terminated by either party upon 30-day notice in advance. We offer outpatient and inpatient
appointment reservation, as well as direct billing services to our members. Medical expenses are
generally settled with medical institutions on a monthly basis according to the fees actually incurred by
our members. In a typical service process, a GP conducts a preliminary check on our members and
follows up with a treatment paradigm or prescription. When needed, the GP would recommend our
members to seek further diagnosis or treatment in hospitals of higher tiers that have better resources of
specialists, and connect them with an appropriate specialist. Leveraging our health service provider
network and specialist referral capabilities, our members are able to significantly save time and energy
to find the right hospital and specialist to achieve a more precise treatment. For example, oncology
patients need an average of three hospital visits to locate the right oncology specialist. In contrast, our
GP service allows our members to locate the right specialist through a one-time consultation. In
addition, we facilitate expedited inpatient and outpatient appointments for members with critical
diseases. After they are discharged from hospitals, we assist them to seek rehabilitation treatment from
appropriate medical institutions. Moreover, we offer upgraded service to meet our members’ premium
medical needs. We have personnel with medical background to accompany our members throughout
the whole process of a medical journey.

We provide our members remote access to medical service through telephone hotline, through which
they can consult with GPs from 9 am to 6 pm. We also connect our members to online hospital service
which primarily includes health consultation, health management, health education, follow-up
diagnosis and prescription renewal services.
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Our Health Insurance Plans

Chinese people are increasingly aware of the need for more robust insurance coverage and health
management services. However, many remain underserved by traditional insurance carriers and
medical service providers. We partner with insurance carriers to develop specialized health insurance
plans to address this need. As of June 30, 2022, we had launched 24 types of health insurance plans,
enrolling approximately 23.9 million individual members and 876 enterprise clients.

We provide claim management service to our members and support claim information compilation and
preliminary claim review. Relevant documents can be submitted digitally for our initial review. We
then pass our initial review results to relevant insurance carriers for their final review and settlement
approval, greatly improving claim efficiency and member satisfaction. In addition, through our
pre-authorization service, qualified members can enjoy direct billing and payment. Empowered by
those featured services, we are able to provide smooth customer experience that reduces frictions and
unnecessary delays, and aligns interests and incentives of our members.

We tailor our health insurance plans to meet our members’ diversified needs, considering the insurance
coverage, premium pricing, insured amount, as well as demand for medical and health services.
Leveraging our data insights and in-house data analytics and actuarial capabilities, we have
co-developed differentiated health insurance plans with major insurance carriers. While we provide
various services to our plan members, insurance carriers are our customers from accounting
perspective as we receive commissions from them.

As of the Latest Practicable Date, our health insurance product portfolio included two major group
insurance plans, namely Hui Min Insurance (“#R{&”) and Enterprise Health Plans (“f{%”). Both
Hui Min Insurance and Enterprise Health Plans have a term of one year, and members pay the
premium on their first purchase and on an annual basis upon renewal. As of the Latest Practicable
Date, we have offered health management services only to the members enrolled in Enterprise Health
Plans.

While it is common in China for consumers to purchase health insurance plans from various insurance
intermediary and brokerage platforms instead of directly from insurance carriers for the convenience
and abundance of choices, we believe our health insurance plans are especially appealing to our target
customers, since they are tailored to meet different groups of people’s particular needs with respect to
insurance protection and healthcare services and offered at a reasonable price. For example, middle-
class people are willing to pay a higher premium for enhanced insurance protection and premium
healthcare service, which brings them better consumer experience and saves more time and energy,
while people with lower income are more price sensitive when they consider paying for premium
healthcare service.

We launched our first health insurance plan in late 2019. Our operating metrics as follows show our
rapid growth in Health Insurance Services business:

®  Our average monthly sales revenue of health insurance plans increased from RMB185,000 in
2019, to RMB2.7 million in 2020, to RMB7.7 million in 2021, and RMB15.4 million in the six
months ended June 30, 2022.

® The number of insurance plans we had launched increased from one as of December 31, 2019, to
12 as of December 31, 2020, to 17 as of December 31, 2021, and further to 24 as of June 30,
2022. Specifically, although Hui Min Insurance is launched in various cities, we deem it as one
and the same type of insurance plan, and accordingly, we had launched eleven Enterprise Health
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Plans as of December 2020, 16 Enterprise Health Plans as of December 31, 2021, and 23
Enterprise Health Plans as of June 30, 2022.

® The number of monthly active members increased from 0.7 million in December 2019, to
5.3 million in December 2020, to 8.3 million in December 2021, and further to 10.1 million in
June 2022.

Hui Min Insurance

We co-design and co-develop Hui Min Insurance leveraging our data insights, our in-house data
analytic and actuarial capabilities generated from our proprietary database. Supported by local
governments, we are capable to design Hui Min Insurance for each city to better adapt to its local
demographics. For example, esophageal cancer is specifically covered in Chengdu, where such cancer
has a relatively high incidence. We have launched Hui Min Insurance in one province and 16 major
cities including Xuzhou, Chengdu, Kunming and Suzhou. The number of individual members of Hui
Min Insurance increased from 0.7 million in December 2019, to 5.9 million in December 2020, to 14.2
million in December 2021, and further to 23.7 million in June 2022.

Hui Min Insurance is endorsed by the local governments and underwritten by leading insurance
carriers in China. Designed as an insurance product with minimum enrollment requirements targeting
the broadest population, people participating in the national basic medical insurance are eligible to
purchase Hui Min Insurance, regardless of their age or past medical history. As a strong complement to
the national basic medical insurance, Hui Min Insurance provides additional coverage of large self-pay
bills for critical diseases. It also covers over eight types of rare diseases, which at all times incur
incredibly high medical expenses that are not affordable by most people. Hui Min Insurance also
covers a variety of high-value innovative drugs treating cancers and other critical diseases. Addressing
the huge demand for insurance coverage over critical diseases at an affordable premium rate, Hui Min
Insurance quickly received popularity following market launch.
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We offer Hui Min Insurance on our Weixin official accounts exclusively. The following screenshots
show our Weixin official accounts that are mobile-accessible, user-friendly and informative.
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The following screenshots show the online interfaces how members purchase and enroll in Hui Min
Insurance through our Weixin official accounts, taking Hui Rong Bao (3£%¢{%), Hui Min Insurance for
residents in Chengdu, Sichuan province, for illustrating purpose.
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Our Weixin official accounts are designed to streamline the various transaction processes, ensure
smooth user experience, and reduce the time between first query and the completion of a transaction.
Our members only need to fill in the enrollment form online and disclose their pre-existing medical
conditions before purchasing, with physical examination result not being a prerequisite. Our Weixin
official accounts also allow our members to renew the product within minutes. Moreover, we support
claim information compilation and preliminary claim review. Relevant documents can be submitted
digitally for our initial review. We then pass our initial review results to relevant insurance carriers for
their final review and settlement approval, greatly improving claim efficiency and consumer
satisfaction. Empowered by our efficient claim review system, we are able to provide smooth
consumer experience that reduces frictions and unnecessary delays, and aligns interests and incentives
of our members.

Enterprise Health Plans

Enterprise Health Plans offer a comprehensive array of member-oriented health benefits and services,
allowing our enterprise clients to select from a pool of different disease coverage, insured amount,
geographical coverage, as well as specialized medical services for their employees. As of June 30,
2022, Enterprise Health Plans served 876 enterprise clients in 83 cities across China. Enterprise Health
Plans is a group health insurance. The number of our individual members participating in Enterprise
Health Plans increased from approximately 9,800 in December 2020 to approximately 138,900 in
December 2021, and further to approximately 259,400 in June 2022. In addition to the insurance
coverage for medical expenses, critical disease compensation and disability and death compensation,
Enterprise Health Plans provide targeted health management solutions according to the employees’
health status, occupational characteristics and industry risk factors, thus to meet the health needs of the
employees and their families. Our health management services underlying Enterprise Health Plans
include, among others, on-site GP service, customized physical examination design, health seminar
and first aid training. Please see “Business—Our Services—Health Insurance Services—Our Health
Management Network™ in this prospectus for more information about our health management service
available for members enrolled in Enterprise Health Plans.

Targeting the executives, core technical staff and other key talents of our enterprise clients, we design and
offer Premium Health Plans with a more comprehensive, flexible, global coverage to build a high quality
service system of “high-end insurance + premium medical care”, helping our enterprise clients attract and
retain key talents and enhance company brand. The key features of Premium Health Plans include, (i) global
coverage; (ii) flexible choice of medical institutions, including specialized hospitals, international
departments of public hospitals, high-end private hospitals and dental clinics; (iii) flexible choice of a variety
of optional benefits and a wide coverage over maternity, dental, ophthalmology, vaccine and physical
examination; and (iv) direct billing and payment channel through our Health Insurance Services network.

Health Insurance Services Pricing and Revenue Recognition

Insurance brokerage commission is currently the primary source of revenue in our Health Insurance
Services business line. We price our health insurance products considering the market condition, the
target consumers’ income level and our costs, among various other factors. The annual premium of Hui
Min Insurance ranges from RMB49 to RMB150, and the annual premium of Enterprise Health Plans
for each individual typically ranges from RMB71 to RMB19,242. The total amount of premium we
received for insurance products were RMB211.7 million, RMB825.7 million for the years ended
December 31, 2020 and 2021, and RMB781.3 million, for the six months ended June 30, 2022,
respectively. We typically charge insurance carriers commission from 10% to 30% of the premium,
taking into consideration the total number of members enrolled in and total amount of premiums
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received for each insurance product. Our commission rate was in line with market practice, as such rate
charged for health insurance products by leading insurance brokerage companies in China ranged from
10% to 40% during 2019 to 2021. We recognize the entire amount of commission as our revenue after
an insurance policy signed by our members becomes effective, and the insurance carrier underwrites
such insurance policy and settles commission with us.

To a much lesser extent in terms of revenue contribution, our Health Insurance Services business
derived revenue from health management services provided to insurance carriers and other enterprise
clients. Before we expanded our Health Insurance Services business to health insurance plans in late
2019, our Health Insurance Services business line, initially launched in 2018, was primarily providing
health management services to insurance carriers and enterprise clients, which is a typical third-party
administrator (TPA) service that insurance carriers would seek professional third-party contractors to
assist with. As commercial health insurance plans generally offer health management services, such as
physical examination, hospital and specialist referral and medical care navigation, insurance carriers
outsourced these services to us, as we have strong service capabilities leveraging our health service
provider network. For example, we strategically cooperate with many reputable third-party physical
examination institutions. When a member of health insurance plans contacts us for physical
examination, we recommend the appropriate physical examination institution and physical examination
package based on the insurance plan policies, as well as other considerations including such member’s
gender, age and health condition. We then schedule the physical examination for the member.

Our revenue from insurance brokerage commission was RMB27.4 million in 2020, RMB87.1 million
in 2021, and RMB90.5 million in the six months ended June 30, 2022, representing 85.5%, 94.1% and
98.2% of our total revenue from Health Insurance Services business in the relevant periods,
respectively. Our revenue from health management services was RMB2.2 million in 2019, RMB4.6
million in 2020, RMBS5.5 million in 2021, and RMB1.6 million in the six months ended June 30, 2022,
representing 100.0%, 14.5%, 5.9% and 1.8% of our total Health Insurance Services revenue in the
relevant periods, respectively.

Source of Health Insurance Services Customers

We source our Health Insurance Services customers through our business development and marketing
efforts, such as promotional activities and advertisements. Particularly for Hui Min Insurance, as we
have endeavored to build and maintain a collaborative relationship with local governments, Hui Min
Insurance, endorsed by local governments, presented reliability and trustworthiness to our target
customers.

Growth Drivers

First, the market size of commercial health insurance in China experienced a steady growth during the
past years, from RMB241.0 billion in 2015 to RMB880.4 billion in 2021, at a CAGR of 24.1%.

Secondly, the Chinese government has issued a series of policies to encourage insurance companies to
develop diversified and specialized health insurance products to supplement the national basic medical
insurance. For example, the cap on the proportion of health management service costs in total net
premium was raised from 12% to 20%, and commercial insurance companies were encouraged to dock
its information system with that of privately owned medical institutions, thus to facilitate a one-stop
payment settlement system.

Moreover, leveraging our data insights accumulated over the past years, we steadily improved our
capabilities to co-design and co-develop differentiated and specialized health insurance products adapt
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to market needs, which contributed to our revenue growth in our Health Insurance Services business
during the Track Record Period.

TECHNOLOGY AND DATA

Technology and data are core to our business. We have developed our technology and data
infrastructure to enhance our operations and services. Utilizing our expertise and statistics accumulated
from our day-to-day operations, our technology and data infrastructure well support our Specialty
Pharmacy Business, Physician Research Assistance and Health Insurance Services operations.

For our Specialty Pharmacy Business, we, on an as-needed basis, collect and use personal information
of patients, including their name, gender, age, mobile number, symptoms, diagnosis and treatment
status, purchased drugs, adverse reactions, survival status, medication consultation, and other personal
information. These data are mainly collected for the purpose of providing specialty medicines and
pharmacist services, or conducting medical statistics and research, and we obtain the patients’ written
consents before we collect and utilize such information. In addition, to facilitate their payments
through insurance, patients may voluntarily provide additional personal information such as insurance
application records and the insurance claim settlement records generated in the course of providing
services.

For our Physician Research Assistance business, we do not collect or control the personal information
of subjects during business operation. When providing SMO services, we are designated by our clients
in entering and sorting out the personal information of subjects, such as clinical symptoms, adverse
reactions and image reports, provided that such information is directly transmitted and stored in the
Electronic Data Capture system, which is a software owned and operated by sponsors to collect and
transmit clinical trial data generated from the clinical trials. Accordingly, for our Physician Research
Assistance business, we do not control over the personal information of the examinee as we perform
data entry according to the instructions of our clients. The data stored in the system is controlled and
operated by our clients.

For our Health Insurance Services business, we, on an as-needed basis, collect and use the personal
information of our members, including their name, gender, age, mobile number, ID, health conditions,
purchased insurance products and other personal information. These data are mainly for the purpose of
providing the users with health insurance plan services and health management services. In addition to
the information of identity as mentioned above, we also collect information in relation to medical
records of our members for the purpose of providing services including advance payment of expenses
and settlement of claims.

We invest substantial resources to improve our technology and data infrastructure, strengthen our data
processing and analytic capabilities, develop new solutions that are complementary to existing ones
and find ways to better serve our members, patients, doctors, pharmaceutical companies, and insurance
carriers. Our R&D personnel primarily consist of data engineers, data scientists, software engineers,
technology infrastructure architects, health management specialists and actuaries. In addition, our
technology team leader has over ten years of experience in the big data field and handled several health
management projects sponsored by the national level governmental authorities before joining us.

Our data infrastructure encompasses (i) our data processing capabilities, through which the data are
de-identified, cleansed, structuralized and standardized, and (ii) our data analytic capabilities, through
which our one business line can leverage the statistics and insights generated from another business
line. We are committed to cybersecurity, data security and reliability through our technology and data
infrastructure.
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The backbone of our technology is our health and medical data processing and analytics capabilities.
Health and medical data are generated, collected and stored in various information systems that support
our business. We need to aggregate, cleanse, structuralize and standardize these data for analytic
through data engineering and other technologies. By aggregating the data in various information
systems as the foundation for data processing, we can form a computable database in high quality. Our
data processing capabilities deliver high-quality structured and standardized data with speed, accuracy
and efficiency. We then generate actionable insights and knowledge through our analytic capabilities
to power our healthcare ecosystem.

We utilize statistical approaches to intelligently and automatically find correlations and patterns by
analyzing data. Our team of medical experts and data scientists works continually to optimize our
proprietary analytical models and improve our analytic capabilities. As we process and analyze more
data, we uncover more features from data that are used to further improve our data analytics
capabilities with higher accuracy.

DATA PRIVACY AND SECURITY

We are committed to complying with data privacy laws and protecting the security of the information
and privacy of patients and plan members on our platform. We implement a rigorous data privacy and
security program to ensure the security, confidentiality and integrity of data that we gain access to and
the stability and reliability of the services that we provide. We mainly collect and store the patients’
and plan members’ medical data generated during our daily operation. Such information is collected
and used for our Specialty Pharmacy Business and Health Insurance Services businesses with prior
consent through consent forms, application forms or agreements from patients and plan members in
accordance with applicable laws and regulations. Our data usage and privacy policy is provided to
every user of our website and Weixin official accounts. Specifically, we undertake to manage and use
the data collected from patients and plan members in accordance with applicable laws, and make
reasonable efforts to prevent the unauthorized use, loss, or leak of personal data and will not disclose
personal data to any third party without the patients’ or plan members’ approval except under legal
requirement. For example, we are able to collect massive personal data from our Specialty Pharmacy
Business and Health Insurance Services after obtaining consents from patients and plan members, and
we have strict internal control system to prevent transfer of such information to any third party.

We use a variety of technologies to protect the data with which we are entrusted. For example, we
segregate our internal databases and operating systems from our external-facing services and intercept
unauthorized access. We de-sensitize user data by removing personally identifiable information, when
such information is not relevant to our business. We encrypt our data transmission, especially user data
transmission, using sophisticated security protocols to ensure confidentiality. In addition, we use third-
party cybersecurity company to conduct regular penetration test to identify weaknesses in our system
and evaluate its security. Whenever an issue is discovered, we take prompt actions to upgrade our
system and mitigate any potential problems that may undermine the security of our system.

We take comprehensive security precautions to ensure the stability and security of our data
infrastructure. We back up all our operating data on a regular basis offline and in separate and various
secured data back-up systems to minimize the risk of data loss or leakage. We have a detailed protocol
for operation and maintenance management, monitor and alert mechanisms, network security
management and disaster recovery. Our database can only be accessed by certain designated and
authorized personnel after assessment and approval procedures, whose actions are recorded and
monitored. We provide data privacy training to authorized personnel and require them to report any
information security breach. In addition, our maintenance team closely and constantly monitors for
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common technical issues and the usage of resources such as central processing units and memory, and
alerts our technical team of unusual technical difficulties. We deploy firewalls to effectively safeguard
against hackers and other security attacks.

We believe our policies and practice with respect to data privacy and security are in compliance with
applicable laws and with prevalent industry practice. During the Track Record Period and up to the
Latest Practicable Date, we have not received any claim from any third party against us on the ground
of infringement of such party’s right to data protection as provided by the PRC Civil Code Law or any
applicable laws and regulations in the PRC. During the same period, we were not subject to any
administrative penalties due to violation of applicable data protection and privacy laws and regulations
in China.

CYBERSECURITY

The CAC promulgated the Regulation on the Administration of Cyber Data Security (Draft for
Comments), or the Draft Cyber Data Security Regulation on November 14, 2021, according to which
data processors shall apply for cyber security review when carrying out activities including (i) seeking
to be listed in Hong Kong that affect or may affect national security, and (ii) other data processing
activities that affect or may affect national security. However, the Draft Cyber Data Security
Regulation provided no further explanation or interpretation for “affect or may affect national
security”. As of the Latest Practicable Date, the Draft Cyber Data Security Regulation had not been
formally adopted yet. As of the Latest Practicable Date, (i) we had implemented effective cybersecurity
and data protection policies, procedures, and measures to ensure secured storage and transmission of
data and prevent unauthorized access or use of data; (ii) we had not been subject to any fines or
administrative penalties, mandatory rectifications, or other sanctions by any competent authorities in
relation to the infringement of cybersecurity and data protection laws and regulations; and 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) we had not been involved in any investigations on cybersecurity review initiated by the
CAC, nor had we received any inquiry, notice, warning, or sanctions in such respect; (iv) we will
continuously pay close attention to the legislative and regulatory development in cybersecurity and
data protection, maintain ongoing communication with relevant government authorities and implement
all necessary measures in a timely manner to ensure continuous compliance with relevant laws and
regulations; and (v) we did not foresee any material impediment for us to comply with all the
applicable obligations pursuant to the current Draft Cyber Data Security Regulation. Taking into
account the above, we believe that we had not engaged in any data processing activities that affect or
may affect national security, and if the Draft Cyber Data Security Regulation were implemented in its
current form in the future, the Draft Cyber Data Security Regulation is not expected to have any
material adverse impact on our Listing or business operations.

Pursuant to the Measures for Cyber Security Reviews (2021) ( (#Hi& L 2% A& HHL) (2021)) or the
MCSR, which became effective on February 15, 2022, an enterprise is required to submit an
application for cybersecurity review under two major circumstances: (i) critical information
infrastructure operators that intend to purchase internet products and services and online platform
operators engaging in data processing activities, that affect or may affect national security; and
(i1) online platform operator which possesses personal information of over one million users and
intends to “list abroad” (Ed4h I-117). Article 10 of the MCSR further elaborates on the factors to be
considered when assessing national security risks of the relevant objects or situations, see “Regulatory
Overview-Regulations relating to Internet Security” for more details. As of the Latest Practicable Date,
(i) we do not conduct business activities that may involve with critical information infrastructure
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services, and had not been recognized by any governmental authorities as a “critical information
infrastructure operator” or an “online platform operator”; (ii) we do not carry out business outside the
PRC, nor do we provide or transmit any personal information or data outside the PRC; (iii) we have
adopted strict protection measures to safeguard our data and systems from third party attacks and
hacking, and had not experienced any material data security incident; (iv) we had not been involved in
any investigations on cybersecurity review by the CAC, or received any inquiry, notice, warning, or
sanctions in such respect; and (v) we undertake that if any of our activities is subject to the
cybersecurity review in the future, we will actively cooperate with the CAC to conduct such
cybersecurity review. Considering the factors as set forth in Article 10 of the MCSR and taking into
account the above and the verbal consultation with the CCRTCC as described below, we believe that
we had not engaged in any data processing activities that affect or may affect national security, and the
MCSR will not have any material adverse impact on our Listing or business operations.

As of the Latest Practicable Date, we possessed personal information of over one million users.
However, according to the verbal consultation with the China Cybersecurity Review Technology and
Certification Center (the “CCRTCC”, being the department responsible for accepting applications for
cybersecurity review under the guidance of the Office of Cyber Security Review which was
established under the CAC in accordance with the MCSR) conducted by our PRC Legal Adviser and
the PRC legal advisers to the Joint Sponsors on February 22, 2022 (after the MCSR became effective
on February 15, 2022), the CCRTCC advised that the requirement under Article 7 of MCSR that
“online platform operator which possesses personal information of over one million users and intends
to “list abroad” (4l [-1i7) is subject to cybersecurity review” does not apply to a listing in Hong
Kong, and we are not requested to proactively submit an application for cybersecurity review for our
listing in Hong Kong. The CCRTCC further advised that it could not give a clear official interpretation
to the provisions of the Draft Cyber Data Security Regulation, and advised that the Company does not
need to apply for cyber security review pursuant to the Draft Cyber Data Security Regulation since
such regulation has not become effective yet.

BUSINESS DEVELOPMENT AND MARKETING

We design our business development and marketing strategy to expand our brand recognition, build
strong customer loyalty and develop incremental revenue opportunities. Led by our management, we
are dedicated to the maintenance and management of cooperation with medical institutions, doctors
and pharmaceutical companies.

In the same time, we regularly conduct marketing, promotional and educational activities addressing
all participants in the healthcare and insurance industry—including medical institutions,
pharmaceutical companies, insurance carriers, enterprise clients, doctors and plan members—to
increase our exposure and demonstrate the quality and differentiating value propositions of our
services. Leveraging our cooperation with various local governments and leading health insurance
carriers, we advertise our health insurance plans and health management services underlying these
plans offered by our Health Insurance Services through online and offline channels and have attracted
significant customer attention, especially when we launch our insurance plans into new cities.

Moreover, as our three business lines, Specialty Pharmacy Business, Physician Research Assistance
and Health Insurance Services reinforce each other and form a virtuous cycle and symbiotic ecosystem,
business opportunities and customer traffic can be directed from one business line to another. As we
empower doctors in their patient management and scientific research through our Specialty Pharmacy
Business and Physician Research Assistance, it is expected that referrals from doctors will contribute
to the expansion of our Specialty Pharmacy Business and Health Insurance Services customer base. In
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turn, references from doctors in our Health Insurance Services network is expected to be an important
customer source of Specialty Pharmacy Business.

COMPETITION

We believe our business model is unique and our services empower the entire health management
value chain. We face competition in certain aspects of our business. Our ability to compete effectively
depends on our unique and holistic health management system to serve and connect all key participants
in the industry, empowering them from an integrated perspective. Many factors contribute to our
competitiveness, including the understanding of increasing healthcare needs, quality, breadth and depth
of our service and product offerings, our integrated marketing efforts, our pricing competitiveness,
customer experience on our platform, our ability to form and retain a closed-loop business model, our
technological capabilities and data insights, our partnership with industry participants, and the strength
and reputation of our brand.

Furthermore, as our business continues to grow rapidly, we face significant competition for highly
skilled personnel, including management, engineers, professionals and marketing force. The success of
our growth strategy depends in part on our ability to retain existing personnel and attract additional
highly skilled employees.

HEALTH, SAFETY AND ENVIRONMENTAL MATTERS

We do not operate any production facilities, and our business does not involve significant
occupational, health, safety and environmental matters. During the Track Record Period and up to the
Latest Practicable Date, we did not experience any material occupational, health, safety or
environmental incidents. We have formulated and implemented various workplace safety policies and
procedures to ensure that our employees have a safe working environment. During the Track Record
Period and up to the Latest Practicable Date, none of our employees were involved in any major
accidents in their workplaces. For our specialty pharmacy business, we have in-house delivery
personnel in each pharmacy store to deliver specialty medicines to patients, so to closely monitor and
mitigate the health and safety risks inherent in the delivery process. During the Track Record Period
and up to the Latest Practicable Date, we had not been subject to any fines or other penalties due to
non-compliance with health, safety or environmental laws or regulations.

CORPORATE SOCIAL RESPONSIBILITY

Since inception, we have been highly committed to sustainable corporate social responsibilities. We
participated in the execution of medicine donation charity programs since 2018, through which we
have assisted patients to successfully apply for high-value innovative drugs treating cancers and other
critical diseases. This reflects our long-held belief that the best approach to corporate social
responsibility is through embedding elements of social responsibility in our business operation.

We have adopted stringent internal policies and measures to prevent over-prescription and
mis-prescription. We adopt a dual-pharmacist verification system to ensure that prescriptions submitted
to our pharmacies comply with the relevant rules and regulations. Our pharmacists verify the
prescriptions according to the applicable regulations, rules and protocols. Particularly, they will check
the consistency between diagnosis and prescription, correctness of dosage, administration method,
course of treatment, and any drug interaction and potential compatibility contraindications, among
others. If our pharmacists find any prescription is irregular or unsuitable, they will return the
prescription to the patients.
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CUSTOMERS

We have a broad base of customers. Our top customers are primarily pharmaceutical companies for our
Specialty Pharmacy Business and Physician Research Assistance business, and insurance carriers for
our Health Insurance Services business. For each of the years ended December 31, 2019, 2020 and
2021, and for the six months ended June 30, 2022, our top five customers accounted for 8.4%, 6.3%,
5.4% and 7.3% of our total revenue, respectively. Revenue from our largest customer accounted for
3.9%, 1.6%, 1.5% and 2.4% of our total revenue during each of these periods.

Pricing

We design our pricing strategies based on the particular features of each of our Specialty Pharmacy
Business, Physician Research Assistance and Health Insurance Services business lines. For Specialty
Pharmacy Business, we price medicines taking into consideration various factors including product
category, market demand and competition, procurement price, marketing strategy, as well as the
pricing terms of supply agreements with pharmaceutical manufacturers and distributors. For those
medicines that are included in the National Reimbursement Drug List, we price them according to the
relevant prices set by the regulators. We did not see any substantial impact of regulatory pricing
restrictions on our sales volume or gross margin during the Track Record Period. For SMO, we charge
service fees based on our workload, which primarily depends on the phase of clinical trials, and the
number of trial sites and participants. For RWS, we charge service fee based on the scope of data to
follow and collect, as well as the complexity of services including whether our supplemental software
and technology platform are required and used. For Health Insurance Services, we price our health
insurance plans leveraging our data insights and in-house data analytics and actuarial capabilities.
Particularly for Hui Min Insurance, we also take into consideration the local population’s health and
medical data in each city where we launched this product.

Key Contractual Terms of Medicine Sales Agreements

Set forth below is a summary of typical sales agreement that we enter into with our Specialty
Pharmacy Business customers of our medication distribution business, namely pharmaceutical
distributors and pharmaceutical companies.

®  Term. Typically two years, during which our customers can place orders when needed. Renewal
of sales agreement generally requires negotiation and mutual agreement.

®  Termination. Termination of sales agreements generally requires mutual consents.

®  Pricing. A fixed sales price is stipulated in the agreement. No minimum purchase commitment is
required.

®  (redit Term. We generally grant our customers credit terms of around one month.

®  Payment. We typically settle payments with our customers once a month.

Key Contractual Terms of SMO Service Agreements
Set forth below is a summary of typical service agreement that we enter into with our SMO clients.

®  Service Scope. The service scope of an SMO service agreement typically includes pre-clinical
trial preparation and clinical trial execution. Specifically, pre-clinical trial preparation includes
project feasibility study assistance and project approval application. Clinical trial execution
includes trial site launch, participants recruitment, screen and enrollment, on-site management of
participants, data and files, drugs and bio-samples, and site closure.
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Term. Typically three to five years, which may be adjusted according to the progress of the
clinical trials.

Termination. Termination of SMO service agreements generally requires one month notice upon
mutual consents.

Payment. Our clients typically pay us up to 30% of the total service fee upon signing the service
contract, accumulatively 15% to 45% upon trial site launch, accumulatively 60% to 80% upon
participants enrollment, accumulatively 85% to 95% upon completion of participants follow-up,
and accumulatively 100% upon site closure. We typically settle payments with our clients upon
achievement of trial phase milestone.

Key Contractual Terms of RWS Service Agreements

Set forth below is a summary of typical service agreement that we enter into with our RWS clients.

Service Scope. The service scope typically includes launch of trial sites or study centers, project
approval application assistance, participants recruitment, screen and enrollment, participants and
trial site/study centers follow-up, management of participants, trial or study data and files, drugs
and bio-samples, and closure of trial sites or study centers.

Term. Typically one to three years, which may be adjusted according to the progress of the
clinical trial or study project.

Termination. Termination of RWS service agreements generally requires one or two month prior
notice.

Payment. Our clients typically pay us approximately 20% - 30% of the total service fee upon
signing the service agreement, accumulatively approximately 80% - 95% upon achievement of
different project milestones such as trial site launch, participants enrollment, completion of
participants follow-up and site closure, and accumulatively 100% upon delivery of study materials
to clients. We typically settle payments with our clients upon achievement of trial phase or study
project milestone.

Key Contractual Terms of Insurance Brokerage Agreements

Set forth below is a summary of typical insurance brokerage agreement that we enter into with our
Health Insurance Services customers.

Term. Typically one to three years, and renewal of brokerage agreements generally requires one
month notice.

Termination. Termination of brokerage agreements is generally conditioned upon mutual
consents.

Pricing. A fix commission rate is stipulated in the agreement.

Payment. Insurance brokerage commission is typically settled after confirmation of total number
of members enrolled in and total amount of premiums received for each insurance product.

Key Contractual Terms of Health Management Service Agreements

Set forth below is a summary of typical health management service agreement that we entered into
with our Health Insurance Services customers.

Term. Typically one year, and automatically renewable for one to three years on a yearly basis,
unless terminated by either party.
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®  Termination. Termination is generally conditioned upon mutual consents.

® Pricing. A fixed fee for each specific service, such as specialist referral and medical care
navigation, is stipulated in the agreement.

®  Payment. Customers typically deposit a prepayment service fee following receipt of our invoice,
and we deduct our service fee from the prepayment upon each provision of health management
service. If the prepayment is fully deducted and customers fail to make further prepayment, we
can suspend our service. Following the termination of service agreement, we will remit the
prepayment balance to our customers.

Major Customers
Specialty Pharmacy Business

Our Specialty Pharmacy Business customers consist of individual patients that purchase medicines at
our specialty pharmacies, and pharmaceutical distributors and pharmaceutical companies that procure
medication from Guangdong Dahui. During the Track Record Period, a substantial portion of our
Specialty Pharmacy Business revenue was generated by medication retail sales to individual patients.
For the years ended December 31, 2019, 2020 and 2021, and for the six months ended June 30, 2022,
the number of purchase orders placed by individual patients was approximately 0.17 million, 0.37
million, 0.49 million and 0.31 million, respectively. As Guangdong Dahui has obtained the first level
distribution right for certain medication from pharmaceutical manufacturers, other pharmaceutical
distributors and pharmaceutical companies procure such medication from us and became our
institutional customers. For the years ended December 31, 2019, 2020 and 2021, and for the six months
ended June 30, 2022, the number of institutional customers of our medication distribution business was
21,79, 87 and 73, respectively. Our top five Specialty Pharmacy Business customers during the Track
Record Period were our institutional customers, namely pharmaceutical distributors and
pharmaceutical companies, because revenue from sales to these companies were much higher than that
to an individual patient, whose annual expense on specialty medicines typically ranged from
RMB50,000 to RMB300,000. For each of the years ended December 31, 2019, 2020 and 2021, and for
the six months ended June 30, 2022, our top five customers in Specialty Pharmacy Business accounted
for 2.5%, 4.1%, 4.1% and 3.7% of our total revenue, respectively. Revenue from our largest Specialty
Pharmacy Business customer accounted for 1.1%, 1.5%, 1.5% and 2.4% of our total revenue during
each of these periods.
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The table below sets forth the basic information of our top five Specialty Pharmacy Business
customers during the Track Record Period. As consents of our top five customers and suppliers are not
obtained, their identities are not disclosed in this prospectus.

Length of Percentage of
Customer Product or Service Provided For 2019 Relationship Revenue Total Revenue
(RMB in
thousands)

Company A, a Chinese state-

owned pharmaceutical

distribution company ........ Medication Since May 2019 11,604 1.1%
Company F, a Chinese state-

owned pharmaceutical Since November

distribution company ........ Medication 2019 9,683 0.9%
Company R, a Chinese-foreign

joint venture pharmaceutical

COMPANY oo veeveenennnn. Medication Since October 2019 3,454 0.3%
Company S, a Chinese chain

pharmacy store company . . ... Medication Since August 2019 1,016 0.1%
Company T, a Chinese

pharmaceutical distribution

COMPANY « o e veeeeeen Medication Since July 2019 555 0.1%
Total ....................... 26,312 2.5%

Length of Percentage of
Customer Product or Service Provided For 2020 Relationship Revenue Total Revenue
(RMB in
thousands)

Company A, a Chinese state-

owned pharmaceutical

distribution company ........ Medication Since May 2019 41,050 1.5%
Company U, a Chinese public Since September

pharmaceutical company . . ... Medication 2020 26,761 1.0%
Company N, a Chinese public

pharmaceutical company .. ... Medication Since January 2020 18,584 0.7%
Company V, a Chinese

pharmaceutical distribution

COMPANY .« o e vveeeean Medication Since March 2020 12,274 0.5%
Company W, a Chinese

pharmaceutical distribution Since February

COMPANY . oo veveeeennnn. Medication 2020 11,894 0.4%
Total .................... 110,563 4.1%
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Length of Percentage of
Customer Product or Service Provided For 2021 Relationship Revenue Total Revenue
(RMB in
thousands)
Company A, a Chinese state-
owned pharmaceutical
distribution company ........ Medication Since May 2019 51,899 1.5%
Company Y, a Chinese
pharmaceutical distribution Since September
COMPANY . oo vevnenennnn. Medication 2021 26,787 0.8%
Company X, a Chinese public
pharmaceutical company .. ... Medication Since May 2021 25,095 0.7%
Company Z, a Chinese
pharmaceutical and medical Since November
device distribution company . . . Medication 2021 20,606 0.6%
Company U, a Chinese public Since September
pharmaceutical company ... .. Medication 2020 15,652 0.5%
Total .................... 140,039 4.1%
Product or Service Provided For Six Length of Percentage of
Customer Months Ended June 30, 2022 Relationship Revenue Total Revenue
(RMB in
thousands)
Company Z, a Chinese
pharmaceutical and medical Since November
device distribution company . . . Medication 2021 45,667 2.4%
Company AA, a Chinese public Since February
pharmaceutical company .. ... Medication 2021 7,037 0.4%
Company U, a Chinese public Since September
pharmaceutical company ... .. Medication 2020 6,296 0.3%
Company A, a Chinese state-
owned pharmaceutical
distribution company ........ Medication Since May 2019 5,994 0.3%
Company N, a Chinese public ...
pharmaceutical company ....... Medication Since January 2020 5,504 0.3%
Total .................... 70,498 3.7%

Physician Research Assistance

For each of the years ended December 31, 2019, 2020 and 2021, and for the six months ended June 30,
2022, the number of our customers in Physician Research Assistance business was 172, 216, 272 and
289, respectively, and our top five customers in Physician Research Assistance business accounted for
7.5%, 3.6%, 3.3% and 3.5% of our total revenue, respectively. Revenue from our largest Physician
Research Assistance customer accounted for 3.9%, 1.6%, 1.2% and 1.2% of our total revenue during
each of these periods.
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The table below sets forth the basic information of our top five Physician Research Assistance
customers during the Track Record Period.

Percentage
Length of of Total
Customer Product or Service Provided For 2019 Relationship Revenue Revenue
(RMB in
thousands)
Company J, a Chinese public
pharmaceutical company . . SMO Since August 2017 40,750 3.9%
Company G, a Chinese public
pharmaceutical company . . SMO Since June 2017 20,209 1.9%
Company N, a Chinese public Since September
pharmaceutical company . . SMO 2017 6,687 0.6%
Company K, a Chinese public
pharmaceutical company . . SMO Since January 2017 6,076 0.6%
Company O, a Chinese public
pharmaceutical company . . SMO Since March 2018 5,376 0.5%
Total ................. 79,098 7.5%
Percentage
Length of of Total
Customer Product or Service Provided For 2020 Relationship Revenue Revenue
(RMB in
thousands)
Company J, a Chinese public
pharmaceutical company . . SMO Since August 2017 42,011 1.6%
Company G, a Chinese public
pharmaceutical company . . SMO Since June 2017 26,432 1.0%
Company N, a Chinese public Since September
pharmaceutical company . . SMO 2017 9,581 0.4%
Company P, a Chinese public
pharmaceutical company . . SMO Since May 2018 7,559 0.3%
Company K, a Chinese public
pharmaceutical company . . SMO Since January 2017 7,314 0.3%
Total ................. 92,897 3.6%
Percentage
Length of of Total
Customer Product or Service Provided For 2021 Relationship Revenue Revenue
(RMB in
thousands)
Company G, a Chinese public
pharmaceutical company . . SMO Since June 2017 42,072 1.2%
Company J, a Chinese public
pharmaceutical company . . SMO Since August 2017 38,229 1.1%
Company Q, a Chinese
foreign-invested
pharmaceutical company . . SMO Since April 2017 13,085 0.4%
Company N, a Chinese public Since September
pharmaceutical company . . SMO 2017 10,866 0.3%
Company K, a Chinese public
pharmaceutical company . . SMO Since January 2017 10,749 0.3%
Total ................. 115,001 3.3%
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Percentage
Product or Service Provided For Six Length of of Total
Customer Months Ended June 30, 2022 Relationship Revenue Revenue
(RMB in
thousands)

Company G, a Chinese public

pharmaceutical company . . SMO Since June 2017 22,495 1.2%
Company J, a Chinese public

pharmaceutical company . . SMO Since August 2017 20,642 1.1%
Company K, a Chinese public

pharmaceutical company . . SMO Since January 2017 8,145 0.4%
Company Q, a Chinese

foreign-invested

pharmaceutical company . . SMO Since April 2017 7,601 0.4%
Company M, a Chinese

private pharmaceutical Since September

COMPAany . .............. SMO 2021 7,368 0.4%
Total ................. 66,251 3.5%

Health Insurance Services

For each of the years ended December 31, 2019, 2020 and 2021, and for the six months ended June 30,
2022, the number of our customers in Health Insurance Services business was 11, 33, 61 and 59,
respectively, and our top five customers in Health Insurance Services business accounted for 0.2%,
1.0%, 1.9% and 3.9% of our total revenue, respectively. Revenue from our largest Health Insurance
Services customer accounted for 0.1%, 0.3%, 0.6% and 1.6% of our total revenue during each of these

periods.

The table below sets forth the basic information of our top five Health Insurance Services customers
during the Track Record Period. We started our Health Insurance Services business in 2018, primarily
providing third-party health management services to insurance carriers and other enterprise clients. In
late 2019, we launched our first health insurance plan, and insurance brokerage commission became
our primary source of revenue of Health Insurance Services business line since 2020.

Customer

Company 1, a Chinese life and

health insurance company . . . .

Company 2, a Chinese state-
owned life insurance

COMPANY . o e vveeeennnnn

Company 3, a Chinese insurance

COMPANY . oo vveveeennnnn

Company 4, a Chinese life

insurance company . ........

Company 5, a Chinese
state-owned insurance

COMPANY .o evvevneennnnn

Length of Percentage of
Product or Service Provided For 2019 Relationship Revenue Total Revenue
(RMB in
thousands)
Since February
Health Management 2019 869 0.08%
Health Management Since July 2019 700 0.07%
Health Management Since April 2019 489 0.05%
Since May
Health Management 2019 107 0.01%
Health Management Since May 2019 28 0.003%
2,193 0.2%
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Length of Percentage of
Customer Product or Service Provided For 2020 Relationship Revenue Total Revenue
(RMB in
thousands)
Company 6, a Chinese state-
owned life insurance Since November
COMPANY . e vvveveeaenen. Insurance Brokerage 2020 7,831 0.3%
Company 3, a Chinese insurance
COMPANY . o v veeeeeenann Insurance Brokerage Since April 2019 7,546 0.3%
Company 7, a Chinese state- Since September
owned insurance company . . .. Insurance Brokerage 2020 5,684 0.2%
Company 5, a Chinese state-
owned insurance company . . . . Insurance Brokerage Since May 2019 2,271 0.1%
Company 2, a Chinese state-
owned life insurance
COMPANY .o evovevneennnn Insurance Brokerage Since July 2019 1,927 0.1%
Total ....................... 25,259 1.0%
Length of Percentage of
Customer Product or Service Provided For 2021 Relationship Revenue Total Revenue
(RMB in
thousands)
Company 5, a Chinese state-
owned insurance company . . .. Insurance Brokerage Since May 2019 22,569 0.6%
Company 6, a Chinese state-
owned life insurance Since November
COMPANY . v vvveveeeennn. Insurance Brokerage 2020 19,348 0.6%
Company 3, a Chinese insurance
COMPANY .o evvevneennn Insurance Brokerage Since April 2019 13,080 0.4%
Company 7, a Chinese state- Since September
owned insurance company . . . . Insurance Brokerage 2020 6,596 0.2%
Company 8, a Chinese life Since October
insurance company . ......... Insurance Brokerage 2020 5,117 0.1%
Total ....................... 66,710 1.9%
Product or Service Provided For Six Length of Percentage of
Customer Months Ended June 30, 2022 Relationship Revenue Total Revenue
(RMB in
thousands)
Company 5, a Chinese state-
owned insurance company . . . . Insurance Brokerage Since May 2019 30,507 1.6%
Company 6, a Chinese state-
owned life insurance Since November
COMPANY .o vvveeenenen Insurance Brokerage 2020 19,032 1.0%
Company 3, a Chinese insurance
COMPANY . oo veveeeennnn. Insurance Brokerage Since April 2019 13,696 0.7%
Company 7, a Chinese state- Since September
owned insurance company . . . . Insurance Brokerage 2020 5,705 0.3%
Company 2, a Chinese state-
owned life insurance
COMPANY .o evveneennn Insurance Brokerage Since July 2019 4,777 0.3%
Total ....................... 73,717 3.9%

None of our Directors, their respective associates or any shareholder who, to the knowledge of such
Directors, owned more than 5% of our issued share capital as of the Latest Practicable Date, has any
interest in any of our top five customers in any of our three business lines during the Track Record
Period.
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SUPPLIERS

Our top suppliers are primarily pharmaceutical manufacturers and distributors for our Specialty
Pharmacy Business. Suppliers of our Health Insurance Services business are mainly companies
providing business promotion and fee processing services to us. Since we provide professional services
by ourselves in our Physician Research Assistance business line, we do not need third party suppliers.

For the year ended December 31, 2021 and for the six months ended June 30, 2022, we partnered with
over 550 reputable manufacturers or distributors, among which we typically had more than three years
of collaboration with our medication suppliers.

Procurement

We generally select leading pharmaceutic manufacturers and distributors to ensure the product quality.
Before engaging a new supplier, our procurement team pre-screens supplier candidates based on their
certificates, qualifications and reputation. Subsequently, our responsible managers reviews these pre-
screening results and conduct background checks. We only partner with selected suppliers that pass our
screenings and inspections. See also “Business—Risk Management and Internal Control—Product
Quality and Safety” in this prospectus.

Our procurement process is as below:

Product N Supplier .| Framework
selection 7 selection | agreement

v

v

Order placing Logistics

We had established an experienced procurement team taking charge of purchasing selection and supply
chain management. We select our product portfolio considering the brand and reputation of
pharmaceutical manufacturers, market acceptance and doctor recognition. We also monitor our sales
and inventory, procure products based on our inventory level, and manage our supply chain through
communication with our suppliers on a regular basis. Our suppliers are in charge of the logistics of
medicines to our pharmacy stores and our warehouse.

Key Contractual Terms of Medication Supply Agreements

Set forth below is a summary of typical supply agreement that we enter into with our Specialty
Pharmacy Business suppliers.

®  Term. Typically one year, during which we can place orders when needed. Renewal of supply
agreement generally requires negotiation and mutual agreement.

®  Termination. Termination of supply agreements generally requires mutual consents.

® Pricing. A fixed purchase price is stipulated in the agreement. No minimum purchase
commitment is required.

®  (redit Term. Our suppliers generally grant us credit terms of one to three months.

®  Payment. We typically settle payments with our suppliers once a month. We do not receive rebate
from our suppliers.
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Major Suppliers
Specialty Pharmacy Business

For each of the years ended December 31, 2019, 2020 and 2021, and for the six months ended June 30,
2022, our top five Specialty Pharmacy Business suppliers accounted for 70.5%, 70.5%, 71.9% and
73.5% of our total purchases, respectively. Purchases from our largest Specialty Pharmacy Business
supplier accounted for 27.6%, 32.1%, 37.2% and 39.1% of our total purchases during each of these
periods. As our Specialty Pharmacy Business focuses on specialty medicines which are typically
distributed by large pharmaceutical companies, we rely on limited suppliers for the provision of
specialty medicines.

The table below sets forth the basic information of our top five Specialty Pharmacy Business suppliers
during the Track Record Period.

Percentage
Length of Purchase of Total
Supplier Product Supplied for 2019 Relationship Amount Purchases
(RMB in
thousands)
Company F, a Chinese state-
owned pharmaceutical
COMPANY e v veveeaennn. Medication Since April 2018 285,914 27.6%
Company A, a Chinese state-
owned pharmaceutical Since October
distribution company ........ Medication 2017 220,450 21.3%
Company G, a Chinese public
pharmaceutical company .. ... Medication Since March 2019 95,400 9.2%
Company H, a Chinese state-
owned pharmaceutical
COMPANY . oo veeveeeennnn. Medication Since July 2018 77,561 7.5%
Company E, a Chinese public Since February
pharmaceutical company . . ... Medication 2018 50,653 4.9%
Total ....................... 729,978 70.5%
Percentage
Length of Purchase of Total
Supplier Product Supplied for 2020 Relationship Amount Purchases
(RMB in
thousands)
Company F, a Chinese state-
owned pharmaceutical
COMPANY . o e veeeeeen Medication Since April 2018 866,300 32.1%
Company A, a Chinese state-
owned pharmaceutical Since October
distribution company ........ Medication 2017 446,689 16.5%
Company G, a Chinese public
pharmaceutical company . . ... Medication Since March 2019 320,588 11.9%
Company H, a Chinese
state-owned pharmaceutical
COMPANY .o evvevneennnnn Medication Since July 2018 177,275 6.6%
Company B, a Chinese public
pharmaceutical company .. ... Medication Since April 2018 92,491 3.4%
Total ....................... 1,903,343 70.5%
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Percentage
Length of Purchase of Total
Supplier Product Supplied for 2021 Relationship Amount Purchases
(RMB in
thousands)
Company F, a Chinese state-
owned pharmaceutical
COMPANY . oo veveeeennnn. Medication Since April 2018 1,244,490 37.2%
Company A, a Chinese state-
owned pharmaceutical Since October
distribution company ........ Medication 2017 769,485 23.0%
Company H, a Chinese state-
owned pharmaceutical
COMPANY . oo veveenennnn. Medication Since July 2018 223,345 6.7%
Company G, a Chinese public
pharmaceutical company ... .. Medication Since March 2019 88,036 2.6%
Company I, a Chinese public
pharmaceutical company .. ... Medication Since April 2018 78,751 2.4%
Total ....................... 2,404,107 71.9%
Product
Supplied For Percentage of
Six Months Ended Length of Purchase Total
Supplier June 30, 2022 Relationship Amount Purchases
(RMB in
thousands)
Company F, a Chinese state-
owned pharmaceutical
COMPANY . oo veveeeennnn. Medication Since April 2018 679,209 39.1%
Company A, a Chinese state-
owned pharmaceutical Since October
distribution company ........ Medication 2017 382,793 22.0%
Company H, a Chinese state-
owned pharmaceutical
COMPANY .o vvveveenennnn. Medication Since July 2018 131,498 7.6%
Company AA, a Chinese private
pharmaceutical and medical Since November
device distribution company . . . Medication 2021 43,230 2.5%
Company I, a Chinese public
pharmaceutical company . . ... Medication Since April 2018 39,104 2.3%

Total ....................... 1,275,834 73.5%

We rely on a limited number of state-owned distributors as suppliers of medication, which is a
common practice for the specialty pharmacy business in China. Since the drug distribution industry in
China is highly concentrated, with the top three state-owned drug distributors taking an aggregate
market share of over 40% in the entire drug distribution market. According to CIC, the specialty
pharmacy industry peers also select only a few leading distributors as their upstream suppliers,
particularly those state-owned distributors including Sinopharm, China Resources Pharmaceutical and
Shanghai Pharmaceutical. However, as their distribution rights are generally not exclusive, we believe
we have sufficient alternative suppliers for pharmaceutical products that can provide us with
substitutes of comparable quality and prices. During the Track Record Period, we did not experience
any disruption to our business as a result of any significant shortage or delay in supply of the products
we sourced from our suppliers. Our pharmacy management system is able to adjust inventory level
based on key factors including sales, product mix and patients medical situation.
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Health Insurance Services

We started to operate our Health Insurance Services business in 2018. The table below sets forth the
basic information of the Company’s top five Health Insurance Services suppliers during the Track

Record Period.

Supplier

Company I, a Chinese media
COMPANY . .................
Company II, a Chinese payment
technology company .........
Company IlI, a Chinese
advertising company . ........
Company IV, a Chinese media
COMPANY . .................
Company V, a Chinese media
COMPANY ..o evvvneeennnn.

Supplier

Company VII, a Chinese big data
infrastructure company .. ... ..
Company II, a Chinese payment
technology company .........
Company VI, a Chinese culture
communication company .. ...
Company VIII, a Chinese culture
and media company .........
Company IX, a Chinese
advertising company . ........

Supplier

Company II, a Chinese payment
technology company .........
Company VI, a Chinese culture
communication company .. ...
Company IV, a Chinese media
COMpany . .................
Company XIV, a Chinese public
relation consulting company . . .
Company X, a Chinese broadcast
media company .............

Percentage
Length of Purchase of Total
Service Supplied For 2020 Relationship Amount Purchases
(RMB in
thousands)
Since December
Business Promotion 2019 2,511 0.09%
Since December
Fee Processing 2019 1,759 0.07%
Since December
Business Promotion 2019 1,580 0.06%
Since September
Business Promotion 2020 1,476 0.05%
Since December
Business Promotion 2019 1,014 0.04%
8,340 0.31%
Percentage
Length of Purchase of Total
Service Supplied For 2021 Relationship Amount Purchases
(RMB in
thousands)
Business Promotion Since July 2021 5,294 0.16%
Since December
Fee Processing 2019 3,682 0.11%
Business Promotion Since March 2021 2,534 0.08%
Since October
Business Promotion 2020 972 0.03%
Business Promotion Since August 2020 949 0.03%
13,431 0.41%
Percentage of
Service Supplied For Six Months Length of Purchase Total
Ended June 30, 2022 Relationship Amount Purchases
(RMB in
thousands)
Since December
Fee Processing 2019 3,780 0.22%
Business Promotion Since March 2021 2,846 0.16%
Since September
Business Promotion 2020 1,050 0.06%
Business Promotion Since March 2022 968 0.06%
Since October
Business Promotion 2020 806 0.05%
9,450 0.55%

As of the Latest Practicable Date, Tencent Mobility, a wholly-owned subsidiary of Tencent, and TPP
Follow-on, controlled by Tencent, collectively owned approximately 27.77% of the Shares of our
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Company. As of the Latest Practicable Date, Company II was controlled by Tencent. Also see
“Connected Transactions—Summary of Our Continuing Connected Transactions—(1) Payment
Services Framework Agreement” in this prospectus.

Except as disclosed above, none of our Directors, their respective associates or any shareholder who, to
the knowledge of such Directors, owned more than 5% of our issued share capital as of the Latest
Practicable Date, has any interest in any of our top five suppliers in either our Specialty Pharmacy
Business or Health Insurance Services business line during the Track Record Period.

Overlapping of Suppliers and Customers

We had suppliers that were also our customers during the Track Record Period.

Company A purchased from Guangdong Dahui medication with product categories different from
those it supplied to us during the Track Record Period, and was among our top five largest customers
for the years ended December 31, 2019, 2020 and 2021. Our total sales to Company A were RMB11.6
million, RMB41.1 million, RMB51.9 million and RMB6.0 million, and our total purchases from
Company A were RMB220.5 million, RMB446.7 million, RMB769.5 million and RMB382.8 million
for the years ended December 31, 2019, 2020 and 2021, and for the six months ended June 30, 2022,
respectively. For the same reason, Company F was among our top five customers for the year ended
December 31, 2019. Our total sales to Company F were RMB9.7 million, RMBO0.3 million,
RMB45,270 and RMBO0.6 million, and our total purchases from Company F were RMB285.9 million,
RMB866.3 million, RMB1,244.5 million and RMB679.2 million for the years ended December 31,
2019, 2020 and 2021, and for the six months ended June 30, 2022 respectively. The gross profit margin
of Company A were 1.22%, 1.06% and 0.72% for the years ended December 31, 2019, 2020 and 2021,
respectively, and -18.0% for the six months ended June 30, 2022, since we lowered our sale price of
certain medication to below our procurement price as we adjusted our pricing strategy considering the
market competition. For such medication, we typically negotiate with our suppliers for price
adjustment compensation. Company F’s gross profit margin was 2.52% for the year ended
December 31, 2019 and 5.18% for the six months ended June 30, 2022, while its gross profit margin
for 2020 and 2021 are not available since all of our revenue from Company F was generated from
SMO service fee, and we do not split and allocate our labor costs to a particular client or clinical trial.

In addition, as we partner with pharmaceutical companies in both our SMO and Specialty Pharmacy
Business lines, we provide SMO service to some of our SMO clients while purchasing medication
from them at the meantime. As an SMO client, Company G was among our top five largest customers
for the years ended December 31, 2019, 2020, 2021, and for the six months ended June 30, 2022. Our
total revenues from Company G were RMB20.2 million, RMB26.4 million, RMB42.1 million and
RMB22.5 million, and our total purchases from Company G were RMB95.4 million,
RMB320.6 million, RMB88.0 million and RMB23.6 million for the years ended December 31, 2019,
2020, 2021, and for the six months ended June 30, 2022, respectively.

All of our agreements with suppliers that were also our customers were entered into on an arm’s length
basis. During the Track Record Period, for overlapping suppliers and customers, we and the suppliers
that were also our customers generally made separate payments for purchases from each other.

SETTLEMENT AND CASH MANAGEMENT

We accept multiple payment methods including cash payments and non-cash payments from our retail
customers. Our offline pharmacy managers are responsible for ensuring the safety of cash received and
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the timely delivery of them to designated banks. Cash received are reconciled on a daily basis and are
preserved in safes for subsequent deposition to our designated bank accounts on the next day. Our
back-end financial personnel conduct reconciliations among cash deposits as reported by pharmacies,
bank statements and in-store sale records, and prepare cash long-and-short daily reports to follow up in
case of any discrepancies during the reconciliation. We also require our in-store staff of each shift to
reconcile among cash and changes in the cashier machine and in-store sales records with the witness of
pharmacy managers before handover to the next shift. In addition, we have also installed surveillance
cameras in our retail pharmacies to monitor and prevent misconducts. We also accept non-cash
payment methods including Weixin Pay, Alipay, and credit cards. Amounts received through non-cash
payment are automatically transferred to our corporate accounts opened at the relevant third-party
processing platforms typically within two days.

As non-cash payments are becoming increasingly common, risks related to cash management have
been and will continue to be maintained at limited level. During the Track Record Period, cash
payment accounted for very limited proportion of our receipt and we did not encounter any incident of
cash misappropriation or embezzlement that had a material adverse impact on our business, results of
operations or financial condition.

INTELLECTUAL PROPERTY

We regard our trademarks, copyrights, domain names, know-how, technologies and database, and
similar intellectual property as critical to our success, and we rely on copyright and trademark law and
confidentiality, invention assignment and non-compete agreements with our employees and others to
protect our proprietary rights. As of the Latest Practicable Date, we owned 44 computer and mobile
software copyrights in China relating to operations, and had 89 trademark registrations in China. As of
the Latest Practicable Date, we had registered approximately 80 domain names, including, without
limitation, medbanks.cn, spyaofang.com and spcare.com.cn.

Intellectual property rights are important to the success of our business. We adopt comprehensive
intellectual property protection policies and related internal control system to ensure our ability to
obtain and maintain copyrights, trademarks and other intellectual property and proprietary protections
for commercially important technologies and know-how related to our business, defend and enforce
our copyrights, preserve the confidentiality of our trade secrets, and operate without infringing,
misappropriating or otherwise violating the valid, enforceable intellectual property rights of third
parties. Highlights of our intellectual property protection policies and related internal control system
include the following:

®  We require our employees to perform searches on related intellectual property rights to make sure
our intellectual property rights will not be challenged.

® We file trademarks and copyrights with the relevant authorities to protect our brand image and
technological innovations. We regularly monitor third-party actions to protect our intellectual
property and take appropriate measures against any infringement.

® We seek to protect our technologies and know-how, in part, by entering into confidentiality
agreements with our business partners. We have entered into confidentiality agreements with all
of our employees and non-competition agreements with our senior management and other
employees who have access to trade secrets or confidential information about our business. Our
standard employment contract contains an assignment clause, under which we own all the rights
to all inventions, technology, know-how and trade secrets derived during the course of such
employee’s work.
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®  Parties who think their intellectual property rights are infringed by us can file claims with us, and
we will process these claims.

®  We also seek to preserve the integrity and confidentiality of our know-how, data and trade secrets
by maintaining physical security of our premises and physical and electronic security of our
information technology systems.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to any
material intellectual property infringement claims.

EMPLOYEES

The following table sets forth the numbers of full-time employees dedicated to our business and
operations categorized by function during the Track Record Period:

As of December 31, As of June 30,
2019 2020 2021 2022

Number of  %of  Numberof  %of  Numberof  %of  Numberof % of
Employees  Total — Employees — Total — Employees — Total — Employees  Total

Clinical Trial Service Execution for

Physician Research Assistance . . 1,036 47.3 1,131 40.4 1,384 35.9 1,776 54.4
Pharmacy staff for Specialty

Pharmacy Business ........... 351 16.0 386 13.8 502 13.0 508 15.6
Business Development for Health

Insurance Services ............ 16 0.7 159 5.7 188 4.9 135 4.1
Sales and Marketing for Group . ... 34 1.6 29 1.0 296 7.7 168 5.1
General and Administrative ... .. .. 648 29.6 950 33.9 1,324 343 550 16.8
Research and Development .. ... .. 106 4.8 147 52 165 4.3 132 4.0
Total ........................ 2,191  100.0 2,802 100.0 3,859 100.0 3,269 100.0

As of June 30, 2022, our employees working in the general and administrative function included (i) 56,
49 and 152 employees working in the general management, support and administrative functions in the
business segment level of Specialty Pharmacy Business, Physician Research Assistance and Health
Insurance Services, respectively, (ii) 161 employees working in the finance, human resources, legal
and compliance, administrative and reginal management functions across our three business segments,
and (iii) 132 employees working in our medical support team who are based in various cities across
China to provide onsite administrative support to doctors and hospitals to facilitate the collaboration
across our three business segments and strengthen our connection with healthcare providers. The
number of our employees worked in the general and administrative function was reduced as compared
to the end of 2021 because we enhanced our service efficiency and optimized our management and
administrative functions. Particularly, the size of our medical support team was significantly reduced
as we no longer placed employees in certain cities with only a few trial sites, which were covered by
our employees based in other nearby cities.

In order to further enhance our efficiency, we also appropriately reduced the size of our teams of
business development for HIS, sales and marketing for the Group and research and development as
compared to the year end of 2021.

As required by laws and regulations in China, we participate in various employee social insurance
plans that are organized by municipal and provincial governments, including, among other things,
pension, medical insurance, unemployment insurance, maternity insurance, work-related injury
insurance and housing provident funds through a PRC government-mandated benefit contribution plan.
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We are required under PRC law to make contributions to employee social insurance plans at specified
percentages of the salaries, bonuses and certain allowances of our staff, up to a maximum amount
specified by the local government from time to time. During the Track Record Period, since we
conducted SMO service across China and some of our CRCs were working in places where we did not
have subsidiaries or branches, we engaged third-party human resources agencies to pay social
insurance premium and housing provident funds for them. As advised by our PRC Legal Adviser,
pursuant to the PRC laws and regulations, we may be ordered to pay social insurance premium and
housing provident funds for our employees under our own accounts instead of making payments under
third-party accounts, and if the third-party human resources agencies fail to pay the social insurance
premium or housing provident funds for and on behalf of our employees as required under applicable
PRC laws and regulations, we may be ordered to rectify such failure by paying full contributions to
social insurance and housing provident funds for our employees. In addition, we did not pay social
insurance and housing provident fund in full for some of our employees based on their actual salary
level. The amount of shortfall of social insurance and housing provident funds was RMB2.4 million in
2019, RMB4.0 million in 2020, RMB3.4 million in 2021, and RMB1.6 million in the six months ended
June 30, 2022. The total amount of historical shortfall of social insurance and housing provident fund
contributions made by both ourselves and third-party human resources agencies engaged by us was
RMB6.9 million as of June 30, 2022, and we have accrued this shortfall amount into our financial
statements.

Our PRC Legal Adviser advised that according to relevant PRC laws and regulations, if any of the
competent social insurance authorities is of the view that our contributions to social insurance do not
satisfy the requirements under the applicable PRC laws and regulations, we may be ordered to pay the
outstanding social insurance contributions within a prescribed period and be liable to a late payment
fee equal to 0.05% of the outstanding amount for each day of delay. If we fail to make such payments
within such time limit, we may be liable to a penalty of one to three times the amount of the
outstanding contributions. If any of the competent housing provident fund authorities is of the view
that our contributions to the housing provident funds do not satisfy the requirements under the
applicable PRC laws and regulations, it may order us to pay the outstanding amount within a
prescribed period. If we fail to do so within such time limit, the competent housing provident fund
authority may apply to a PRC court for an order of mandatory payment.

During the Track Record Period and up to the Latest Practicable Date, we have not received any notice
from the relevant PRC authorities requiring us to rectify or pay the outstanding amounts or been imposed
any penalties in respect of social insurance and housing provident funds. We undertake that we will
rectify or make outstanding payments within a prescribed period once ordered by competent authorities.

We will take practical measures to rectify the non-compliance in making social insurance and housing
funds through third-party human resources agencies. We will establish subsidiaries or branches as we
expand our business in China, so that we will be able to contribute social insurance and housing funds
from our own accounts for our employees. Moreover, we will closely monitor the payment of social
insurance and housing funds by the third-party human resources agencies to ensure that the
contribution of funds is properly made in a timely manner. We will also communicate with the relevant
local human resources, social insurance and housing funds authorities on a regular basis to obtain the
latest information on the laws and regulations related to social insurance and housing funds
contribution.

We are committed to establishing a competitive and fair remuneration. In order to effectively motivate
our employees, we continually refine our remuneration and incentive policies through market research.
We conduct performance evaluation for our employees at least once a year to provide feedback on their
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performance. Compensation for our employees typically consists of base salary and a performance-
based bonus.

We enter into standard employment agreements and confidentiality agreements or clauses with all of
our employees. We also enter into non-compete agreements with our senior management and core
personnel. These agreements include a standard non-compete covenant that prohibits such employee
from competing with us, directly or indirectly, during his or her employment and for a certain period
after termination of his or her employment. We maintain a good working relationship with our
employees, and we have not experienced any material labor disputes.

PROPERTIES

Our corporate headquarters are located in Guangzhou, Shanghai, and Beijing, China. As of June 30,
2022, we did not own any properties, and leased properties primarily for specialty pharmacies,
warehouses and offices.

As of June 30, 2022, none of the properties leased by us had a carrying amount of 15% or more of our
combined total assets. According to Chapter 5 of the Hong Kong Listing Rules and section 6(2) of the
Companies (Exemption of Companies and Prospectuses from Compliance with Provisions) Notice, this
prospectus is exempt from the requirements of section 342(1)(b) of the Companies (Winding up and
Miscellaneous Provisions) Ordinance to include all interests in land or buildings in a valuation report
as described under paragraph 34(2) of the Third Schedule to the Companies (Winding up and
Miscellaneous Provisions) Ordinance.

As of the Latest Practicable Date, we leased 184 properties across China with an aggregate GFA of
approximately 28,788.3 square meters. Among these 184 leased properties, 123 with an aggregate
GFA of approximately 17,556.3 square meters were used for our specialty pharmacies, whereas the
remaining 61 of these properties with an aggregate GFA of approximately 11,232.0 square meters were
used for our offices, warehouses and other purposes in Beijing, Shanghai, Guangzhou, and other cities
in China. The relevant lease agreements expire between 2022 and 2031. We believe that our existing
facilities are generally adequate to meet our current needs, but we expect to seek additional space as
needed to accommodate future growth, especially the geographic expansion of our specialty
pharmacies.

Lease Agreement

As of the Latest Practicable Date, lessors of leased properties for our 20 specialty pharmacies have not
provided us with their property ownership certificates, with an aggregate GFA of approximately
3,337.3 square meters, representing approximately 19.0% of the total GFA of the leased properties for
our specialty pharmacies. Lessors of leased properties for our four specialty pharmacies have not
provided us with their sublease authorization from landlords, with an aggregate GFA of approximately
471.8 square meters, representing approximately 2.7% of the total GFA of the leased properties for our
specialty pharmacies. As advised by our PRC Legal Adviser, without valid property ownership
certificates or proof of authorizations from the property owners, our use of these leased properties may
not be valid or may be affected by third parties’ claims or challenges against the lease. In addition, if
the lessors do not have the requisite rights to lease these properties, the relevant lease agreements may
be deemed invalid, and as a result we may be required to vacate these leased properties and relocate
our specialty pharmacies. However, in the event that we are unable to continue using these leased
properties, based on the advice of our PRC Legal Adviser, we, as the tenant, will not need to continue
to pay the rents unless otherwise agreed between the tenant and the lessor. Additionally, our PRC
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Legal Adviser advised that it is the lessors’ responsibility to obtain the property ownership certificates
to enter into the leases, and, as a tenant, we will not be subject to any administrative punishment or
penalties by the real estate authorities in this regard. These statutory protections significantly mitigate
our risks arising from these leased properties due to claims for vacation from the legal owners of the
properties. Lastly, based on the advice of our PRC Legal Adviser, given that the leased properties are
located in different provinces or cities across the country, the risk of being forced to vacate from all the
above mentioned properties in the same time by the real estate authorities is low, and we do not expect
to incur the administration burden to relocate many stores in a short time period.

As of the Latest Practicable Date, lessors of leased properties for our 12 specialty pharmacies did not
obtain valid property ownership certificates including pharmacies business as a permitted commercial
usage, with an aggregate GFA of approximately 1,953.4 square meters, representing approximately
11.1% of the total GFA of the leased properties for our specialty pharmacies. The revenue contribution
from the specialty pharmacies with property ownership certificates issues were RMB297.3 million,
RMB961.5 million and RMB1,381.9 million for the years ended December 31, 2019, 2020 and 2021,
and RMB690.0 million for the six months ended June 30, 2022, respectively. As advised by our PRC
Legal Adviser, as the tenant of these properties, we will not be subject to any administrative
punishment or penalties simply in this regard but we may not be able to lease, occupy and use such
leased properties if the relevant lease agreements are deemed to be in breach of applicable laws and
therefore be void. However, in the event that we are unable to continue using these leased properties,
based on our past experience we do not expect substantial difficulties in finding properties for
relocation, as each such leased property is not large, the location is not critical, and we do not need to
spend much time and cost to select, design and decorate the new places. In addition, we will adopt
stricter internal control measures and review the property ownership certificates and sublease
authorizations before we enter into new lease agreements in the future. See also “Risk Factors—Risks
relating to Our General Operation—Our rights to use our leased properties could be challenged by
third parties or government authorities, and we may be forced to vacate from these leased properties
and be forced to relocate, which may result in a disruption of our operations and subject us to
penalties” in this prospectus.

Having considered the foregoing, our Directors believe that these ownership issues described above
will not, individually or in the aggregate, materially affect our business and results of operation, on the
grounds that: (i) during the Track Record Period and up to the Latest Practicable Date, to the best
knowledge of our Directors, our leases with respect to these leased properties had never been
challenged by any third parties and (ii) if we have to terminate the leases or relocate from such leased
properties with ownership issues, we are able to locate qualified alternative premises within a short
period of time under comparable terms without incurring substantial additional costs.

Lease Registration

Pursuant to the applicable PRC laws and regulations, property lease agreements must be registered
with the local branch of the Ministry of Housing and Urban-Rural Development of the PRC. As of the
Latest Practicable Date, all of our 184 leased properties are required by the applicable PRC laws and
regulations to be registered and filed with the relevant real estate administration bureaus in the PRC,
among which most had not been so registered or filed.

As advised by our PRC Legal Adviser, failure to complete the registration and filing of lease
agreements will not affect the validity of the lease agreements or result in us being required to vacate
the leased properties. However, we might be ordered to rectify this non-compliance by competent
authorities and if we do not rectify within a prescribed period, a fine ranging from RMB1,000 to
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RMB10,000 for each unregistered lease may be imposed on us. See also “Risk Factors—Risks relating
to Our Business and Industry—The lease agreements of our leased properties have not been registered
with the relevant PRC government authorities as required by PRC law” in this prospectus. During the
Track Record Period and up to the Latest Practicable Date, we had not been ordered by any authorities
to register any of these lease agreements.

We will rectify the non-compliance in not completing the registration and filing of all our lease
agreements in a prompt manner by taking practical actions to have our lease agreements properly
registered and filed with the relevant real estate administration bureau to extent practicable. However,
since certain application materials for the lease registration shall be provided by the landlord, such as
the identity proof of the landlord and the property ownership certificate of the leased property, which
may be unavailable to us from time to time, we cannot assure you that we are able to complete all the
outstanding lease registrations promptly.

Having considered the foregoing, our Directors believe that the non-registrations of leases described
above will not, individually or in the aggregate, materially affect our business and results of operation,
on the grounds that: (i) no penalty had been imposed on us for our failure to register and file the
relevant lease agreements during the Track Record Period and up to the Latest Practicable Date, and
(i1)) we were advised by our PRC legal adviser that, if the lease registration can be completed in
accordance with relevant laws and regulations within a reasonable time from the date of application or
the prescribed time limit ordered by the competent governmental authorities, the risk of governmental
authorities imposing a material penalty on us with respect to these leased properties is remote.

INSURANCE

We consider our insurance coverage to be adequate as we have in place all the mandatory insurance
policies required by PRC laws and regulations and in accordance with the commercial practices in the
industries in which we operate. We provide social security insurance, including pension insurance,
unemployment insurance, work-related injury insurance, maternity insurance and medical insurance for
our employees. Additionally, we provide accident insurance and supplementary medical insurance for
our employees.

In relation to our insurance brokerage services, we carry professional liability insurance covering a
maximum of RMB100 million in the aggregate over the course of a year, under which no claim had
been made as of the Latest Practicable Date. Since we do not manufacture pharmaceutical products,
according to our PRC Legal Adviser, we are not required to maintain product liability insurance under
the applicable PRC laws and regulations, which is also consistent with the industry practice.
Separately, since sponsors of clinical trials are the responsible party to purchase liability insurance for
trials, and doctors from our third party vendors are the responsible party for issuing prescriptions
whose medical malpractice insurance are responsible by the third party vendors, according to our PRC
Legal Adviser, we are not required to purchase medical malpractice insurance for our SMO or
specialty pharmacy business under the applicable PRC laws and regulations. For the foregoing reasons,
we believe we will not suffer severe losses which may materially and adversely affect our operations
and financial results if there are claims arising from personal injury during clinical trials, or provision
of wrong or overdose medicine or negligence during the process of our pharmacist service to patients.

We do not maintain business interruption insurance, nor do we maintain key-man life insurance. We
maintain property insurance for our pharmacy stores.
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LEGAL PROCEEDINGS AND COMPLIANCE
Legal Proceedings

During the Track Record Period and up to the Latest Practicable Date, we had not been and were not a
party to any material legal, arbitral or administrative proceedings, and we were not aware of any
pending or threatened legal, arbitral or administrative proceedings against us or our Directors that
could, individually or in the aggregate, have a material adverse effect on our business, financial
condition and results of operations.

Compliance

During the Track Record Period and up to the Latest Practicable Date, we had not been and were not
involved in any material noncompliance incidents that have led to fines, enforcement actions or other
penalties that could, individually or in the aggregate, have a material adverse effect on our business,
financial condition and results of operations. In view of the foregoing and based on the compliance
certificates issued by relevant government authorities of us and the confirmation with us, our PRC
Legal Adviser is also of the view that except as disclosed in this Prospectus, we have complied with
the PRC laws and regulations applicable to our businesses in all material respects during the Track
Record Period and up to the Latest Practicable Date.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to any
material product recall and return.

RISK MANAGEMENT AND INTERNAL CONTROL

We have adopted and implemented various policies and procedures to ensure rigorous risk
management and internal control, and we are dedicated to continually improving these policies and
procedures.

Our risk management and internal control policies and procedures cover various aspects of our
business operations, such as service quality and safety, product quality and safety, and operational and
regulatory risk management.

Service Quality and Safety

We value the quality and safety of services we organize and provide. We have never received any
written notice or penalty for material non-compliance or violation of the quality and safety laws or
regulations relating to our services.

®  Specialty Pharmacy Business. We have adopted stringent hiring procedures for pharmacists
working in our specialty pharmacies, which involve in-person interviews and assessments of
technical knowledge. Our in-house pharmacists receive regular training on relevant safety and
compliance policies, standards, protocols and procedures and is required to strictly comply with
them in all aspects of our operations of specialty pharmacies. We conduct evaluations of our
in-house pharmacists to ensure their high quality service. With respect to our pharmacist service,
we accept prescriptions from doctors. We have a stringent prescription verification system to
manage the risks associated with the provision of prescription medicines, implemented and
closely monitored by our in-house pharmacists. Our system enforces a dual-pharmacist review
procedure to make sure that all prescriptions are compliant, regular and suitable. In addition, our
after-sales specialists are in charge of after-sale quality complaints and take effective measures to
resolve the complaints.
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Physician Research Assistance. The experience, competence and attitude of our CRC team are
essential for the quality of our SMO service. We continually monitor the risk in relation to SMO
service provided by our CRC team to ensure that the quality control policies and procedures have
been strictly followed, so as to achieve effective and efficient governance and risk control
processes. We have established an in-house risk and quality management system and devote
significant attention to the risk and quality control of our SMO business. We have adopted
standards of practices covering all the important steps in our SMO service process, and have
established a quality assurance system to supervise and implement our quality standards, to ensure
that our services consistently meet high industry standards and requirements. We have established
a comprehensive internal training system to ensure that our CRC team is familiar with
international and domestic regulatory requirements and industry knowledge, and strictly follow
standard trial protocol. We have also built up a mature project management system under which
our project managers supervise our project execution and guarantee our high quality service.

Health Insurance Services. For healthcare providers to which we refer our members, we consider
a variety of factors, such as their reputation and qualification, expertise and experience, service
quality and capabilities, availabilities, as well as their facilities. We typically require healthcare
providers who cooperate with us to maintain requisite licenses, comply with relevant laws and
regulations and follow our service guidelines. We also carefully monitor feedback from our
members on the services provided by these healthcare providers, and take that into consideration
when determining our continued cooperation with them. For GPs and doctors in our Health
Insurance Services network, we generally require them to provide us with their qualifications and
licenses and to strictly adhere to the work scope and quality requirements specified in their service
agreements in compliance with applicable legal and regulatory requirements.

In addition, our after-sales specialists are in charge of after-sale quality complaints and take effective
measures to resolve the complaints.

Product Quality and Safety

We have put in place comprehensive product quality and safety policies and related internal control
system to (i) maintain and monitor the product safety and quality for the products sold through our
pharmacies, (ii) avoid inappropriate sale of prescription medicines, and (iii) protect us against claims
for unauthorized or contaminated products. Highlights of our product quality and safety policies and
related internal control system include the following:

Product Safety and Quality. We select our suppliers based on qualification, brand, reliability and
volume. We perform background checks on our suppliers, examine their business licenses and the
relevant licenses and certificates for their products they provide before we enter into any
agreement. We evaluate their brand recognition and make inquiries about the market acceptance
of their products among players in the same industry. We generally select leading pharmaceutic
manufacturers and distributors to ensure the product quality. We have established a team
dedicated to the management of our suppliers with respect to product quality, logistics and
returns. According to our agreements with suppliers, we have the right to return any sub-quality
products. We also have the right to return any damaged or contaminated products if caused by our
suppliers. On the other hand, we confirm with our customers the selection of medication and
inform them that medication are not returnable upon pick-up or delivery, unless with mis-deliver
or quality issues such as product damages or contamination. In cases of mis-deliver or quality
issues, upon confirmation, we proceed return or exchange for our customers. We do not accept
product return due to other reasons.
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®  Warehousing and Logistics. We are committed to performing stringent quality control throughout
every stage of our specialty pharmacy business operations including procurement, product
inspection, warehousing, sales and delivery. We are actively involved in setting quality policies
and standards, and improving quality control management through different means in our
pharmacy operation. We have established a series of internal quality management protocols for
our daily operation, providing guidance on and regulations of various aspects of our operations
including, among others, the product quality, product shelf life management, product return,
product recall and warehousing. Our pharmacy management teams are responsible for
implementing procedures under our quality management system, compliance of our product
supply chain with stipulated standards and inspection and warehousing of products. All of our
relevant pharmacy staff have underwent a series of professional quality management training.
Before engaging suppliers, we review the qualifications of the supplier candidates and select those
who meet our criteria. Before warehousing, we inspect the appearance, packaging, labels and
specifications of the products and examine the products according to the delivery orders and the
inspection reports issued by the supplier. For products stored in our warehouse, we conduct
regular quality maintenance, inspection and management, and monitor the storage conditions to
ensure compliance. We have temperature-controlled warehouses to maintain suitable storage
conditions for the quality and safety of our pharmaceutical products. In addition, certain specialty
medicines are stored separately in safe and controlled settings and managed by professionally
trained personnel. Before delivery from our warehouse or pharmacy stores, we inspect and ensure
the quality of the products to be delivered.

Operational Risk Management

Operational risk refers to the risk of direct or indirect financial loss resulting from incomplete or
problematic internal processes, personnel mistakes, IT system failures, or external events. We have
established a series of internal procedures to manage such risk.

In particular, we pay close attention to risk management relating to our IT, as sufficient maintenance,
storage and protection of the patients’ and plan members’ data and other related information is critical
to our success. Personal information in our business operation is stored in the cloud server operated by
Tencent, an industry leading service provider in China. Such information includes, but is not limited to,
medical information, consultation record, order record and activity log. We have kept all personal
information in our database, such as order record and consultation record since inception and maintain
such information for an indefinite period of time, unless deletion of such data is required by relevant
laws and regulations or pursuant to conditions as specified under our terms of service with the patients
and plan members. We also have a data back-up system through which data is encrypted and stored on
Tencent cloud server regularly to reduce the risk of data loss. In addition, we perform back-up recovery
tests regularly to examine the status of the back-up system. During the Track Record Period and up to
the Latest Practicable Date, we did not experience any material leakage or loss of personal information.

In general, according to our terms of service and except as required by relevant laws and regulations,
by entering into service contracts with us or signing up in our online platform such as our Weixin
official account, patients and plan members acknowledge that they permit and authorize our use of the
information we were provided with and the information generated in the course of our services. They
also acknowledge under the terms of service that they authorize our business partners to use their
information that is necessary for our business partners to provide services to them or to improve their
service quality. We give the relevant business partners the necessary personal information only
pursuant to the authorized scope. For example, in our Health Insurance Services business, we provide
healthcare service providers with personal information necessary for their rendering services to our
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members, including names and contacts. To ensure the security of personal information, we and our
business partners owe a duty of confidentiality to the patients and plan members with respect to such
information.

We have implemented stringent rules for data extraction and transmission to ensure the confidentiality
of the personal information on our online platform. We have implemented relevant internal procedures
and controls to ensure that personal data is protected and that leakage and loss of such data is avoided.
We have formulated policies for data administration which set out the overall responsibilities and
procedures for our staff to adhere to. We have promulgated internal instructions setting out specific
procedures regarding the handling of information containing personal data, and intend to institute
ethical standards in relation to personal data protection. Violation of the relevant requirements will
result in disciplinary action. The degree of access to and control of the information is determined by
reference to the relevance to our staff’s role and seniority. For activities requiring higher levels of
confidentiality, multiple staff are required to be present. We have also implemented mechanisms, such
as responsibility rotation and segregation of duties, among our data administration staff in daily
operations. In the event of an information security breach, we perform investigations and perform
damage control. In general, personal information that our employees can access is anonymized. We
also hold trainings on data protection for our employees on a regular basis.

Human Resources Risk Management

We provide regular and specialized training tailored to (i) the needs of our employees in different
departments, and (ii) our anti-bribery and anti-corruption policy. Our human resources department
regularly organizes internal training sessions conducted by senior employees or outside consultants.
We schedule regular online and classroom trainings, review the content of the trainings, follow up with
employees to evaluate the impact of such training and reward lecturers for positive feedback. Through
these training sessions, we ensure that our staff’s skill sets and knowledge level of our anti-bribery and
anti-corruption policy remain up-to-date, enabling them to better comply with applicable laws and
regulations in the course of exploring business.

We have in place an employee handbook and a code of conduct which is distributed to all our
employees. The handbook contains internal rules and guidelines regarding work ethics, fraud
prevention mechanisms, negligence and corruption. We provide employees with regular training, as
well as resources to explain the guidelines contained in the employee handbook.

Regulatory Compliance and Legal Risk Management—Anti-bribery and Anti-corruption

Compliance risk refers to the risk of being subject to legal and regulatory sanctions, and the risk of
major financial and reputational losses as a result of our failure to comply with relevant laws,
regulations, rules and guidelines. Meanwhile, legal risk refers to the risk of legal liability arising from
violations of laws and regulations, breaches of contracts, infringements on the legal rights of others or
otherwise in connection with any contract or business activity in which we are involved.

In order to manage our compliance and legal risk exposures effectively, we have designed and adopted
strict internal procedures to ensure the compliance of our business operations with the relevant rules
and regulations. In particular, as we and our employees deal with a variety of third parties in our
operations, we have implemented internal procedures with respect to anti-bribery, anti-corruption and
conflict of interest matters. As a key part of our risk management and internal control measures, our
legal department led by our senior management has established a series of internal regulations against

233



BUSINESS

corrupt and fraudulent activities, which include measures against receiving bribes and kickbacks, and
misuse of company assets. This series of regulations sets out, among other things, the following:

®  The legal department and the management team of each business line are responsible for the daily
execution of anti-bribery measures. Their scope of duties include reviewing and assessing anti-
bribery measures in each department, reviewing complaints and reports from internal and external
sources, and conducting investigations and undertaking rectification actions accordingly. The
results of such daily execution of anti-bribery measures, as well as any specific incidents, are
regularly reported to our senior management.

® We require our employees to abide by our professional ethics guidelines and our internal
compliance manual, which consist of strict anti-corruption and anti-bribery clauses. We have
implemented clear and strict policies and guidelines that prohibit the acceptance of gifts,
hospitality and other offers by interested third parties. We impose on directors, senior
management and employees penalties, and require compensation, for any losses incurred as a
result of any activities concerning bribery and corruption.

® We have implemented preventive anti-bribery measures in our daily operations. For example,
price quotations for procurement obtained by an employee are independently verified by another
employee to ensure that there are no discrepancies in the pricing. We also segregate different sales
duties, where possible, such as conducting sales, receipt of payments and maintenance of sales
records, and monitoring the sales process via a computerized system which keeps proper records
of sales transactions, prices and discounts. We believe these measures make it more difficult for
an employee to carry out fraudulent activities.

® We also communicate with all relevant stakeholders, including customers and suppliers, in
relation to our compliance measures and professional ethics guidelines. We have anti-corruption
and anti-bribery clauses in a majority of our business contracts, and we require our suppliers and
other third parties who cooperate with us to comply with relevant laws and regulations.

We continually improve our internal policies according to changes in laws, regulations and industry
standards, and update internal templates for legal documents. We also undertake compliance
management over various aspects of our operations and employee activities, and have established an
accountability system in respect of employees’ violations of laws, regulations and internal policies. In
addition, we continually review the implementation of our risk management policies and measures to
ensure our policies and implementation are effective and sufficient.

Board Oversight

To monitor the ongoing implementation of our risk management policies and corporate governance
measures after the Listing, we have established an audit committee to monitor the implementation of
our risk management policies across our Company on an ongoing basis to ensure that our internal
control system is effective in identifying, managing and mitigating risks involved in our business
operations. The audit committee consists of three members, namely Mr. CHANG Stanley Yi,
Mr. HE Haijian and Ms. HUANG Bei, all of which being our independent non-executive Directors.
Mr. CHANG Stanley Yi is the chairman of the audit committee. For the professional qualifications and
experiences of the members of our audit committee, please see “Directors and Senior Management” in
this prospectus.

LICENSES, APPROVALS AND PERMITS

We are required to obtain various licenses, approvals and permits for our operations. As advised by our
PRC Legal Adviser, as of the Latest Practicable Date, we had obtained all material licenses, approvals
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and permits as required by PRC laws in all material aspects which are necessary to our current
operations, and such licenses, approvals and permits were valid and remain in effect.

We renew all our permits and licenses from time to time to comply with the relevant laws and
regulations. If the application documents for renewal have been submitted to the relevant authorities in
accordance with applicable laws and regulations, we expect there will not be any material legal
impediment to renewing such permits or licenses as they expire in future.

The following summarizes the relevant material licenses, approvals and permits requirements under the
PRC laws and regulations for a PRC-based retailer of pharmaceutical products, medical equipment and
nutritional supplements:

Pharmaceutical Operation License ( (ZEM#ALE 77 #) ). Each of our pharmacies, if operates
pharmaceutical product retail business, is required to hold Pharmaceutical Operation License for
retailers.

Medical Devices Operation License ( (EHEZHMALEF ) ). Each of our pharmacies, if
distributes Class III medical devices, is required to hold Medical Devices Operation License.

Class II Medical Device Operation Filing Certificate ( <25 "B B HRAMAEHZURF) ). Each of
our pharmacies, if distributes Class Il medical devices, is required to hold Class I Medical Device
Operation Filing Certificate.

Food Operation License ( (&5 &&#FT#) ). Each of our pharmacies, if distributes nutritional
supplements, is required to hold Food Operation License.

The following table sets forth a list of our other material licenses, approvals and permits as of the
Latest Practicable date:

No.

1

Note:

Entity Name of the License, Approval, Permit Expiration Date

Guangdong Dahui Pharmaceutical Operation License July 14, 2024
( CEERMECERTIIRE) )

Guangdong Dahui Medical Devices Operation License August 13, 2025
( CERPRATMASE T AT /) )

Guangdong Dahui Class II Medical Device Operation N/AM
Filing Certificate ( <55 B Bede i
2(((%1'%%{% >> )

Guangdong Dahui Food Operation License (& & E 7T December 24, 2024
)

Sipai Beijing Network Value-Added Telecommunications November 13, 2024
Business Operating License (}{H %

GE )

Sipai (Beijing) Insurance Insurance Intermediary License (f& December 9, 2024
Brokerage Co., Ltd. [ A I o

Value-Added Telecommunications July 9, 2026
Business Operating License (}{H %

GE )

(1) Class II Medical Device Operation Filing Certificate has no expiration date.
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BACKGROUND

We conduct online insurance brokerage service (the “Relevant Service”) as part of our Health
Insurance Services business. See “Business—Our Services—Health Insurance Services” in the
prospectus. We currently operate the Relevant Service through the Consolidated Affiliated Entities as
PRC laws currently restrict foreign ownership of value-added telecommunications service providers.

As a result of the restrictions imposed by PRC laws, we are unable to own or hold any direct equity
interest in the Consolidated Affiliated Entities. Accordingly, the term ‘ownership’ or the relevant
concept, as applied to our Company in this prospectus, refers to an economic interest in the assets or
businesses through the Contractual Arrangements without holding any equity interest in the
Consolidated Affiliated Entities. The Contractual Arrangements, through which we are able to exercise
control over and derive the economic benefits from the Consolidated Affiliated Entities, are narrowly
tailored to achieve our business purpose and minimize the potential for conflict with relevant PRC
laws.

PRC LAWS RESTRICTING FOREIGN OWNERSHIP OF THE RELEVANT SERVICE

Pursuant to the Special Administrative Measures (Negative List) for Foreign Investment Access (2021
Edition) (#MsH& A RIS SRR (& TS ) (2021), the “Negative List”), provision of value-added
telecommunications services falls within the “restricted” category. As such, the shareholding
percentage of a foreign investor in companies engaged in value-added telecommunications services
(other than electronic commerce, domestic multi-party communication, storage-forwarding and call
center) shall not exceed 50%. In addition, pursuant to the Administrative Measures on Internet
Information Services (HM#E(5 BB EIHE, the “Administrative Measures™), a provider of
“commercial internet information services” (¥4 B #4415 B IRFS, namely provision of information
or website-design services through the internet to internet-users for a fee) is required to obtain an ICP
license. See “Regulatory Overview—Regulations Relating to Value-added Telecommunications
Services” in this prospectus for details of limitations on foreign ownership in PRC companies
conducting value-added telecommunications services.

Our online insurance brokerage service involves operation of commercial internet information services
under the Administrative Measures, such as online exhibition and sales of insurance products, online
information search and online claim initiation. As advised by our PRC Legal Adviser and according to
the consultation with MIIT below, such commercial internet information services is a sub-category of
value-added telecommunications services under the Negative List and is therefore subject to foreign
ownership restrictions and an ICP license is required.

Our online insurance brokerage service is conducted by Beijing Sipai Brokerage which holds an ICP
license.

Qualification Requirements Under FITE Regulations and Recent Update

In addition to the foreign ownership restrictions above, pursuant to the Regulations for the
Administration of Foreign-Invested Telecommunications Enterprises (2016 Revision) (4 4% & B 15 1
EEMBE (2016157]), the “FITE Regulations”) which has been further amended by the Order No.
752 below, a “major foreign investor” (i.e., a foreign investor who contributes more than 30% of the
foreign investment and is the largest investor among all the foreign investors) who invests in a value-
added telecommunications business in the PRC must possess prior experience in, and a proven track
record of good performance of, operating value-added telecommunications businesses (the
“Qualification Requirements”). Foreign investors that meet these requirements must obtain approvals
from the MIIT which retain discretion in granting such approvals.
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The MIIT issued a Guidance on the Application Requirements for Establishing Foreign-invested
Value-added Telecommunications Enterprises in the PRC (443 & 4845 % 5 2 B I H5 7, the
“FIVATE Guidance”). According to the FIVATE Guidance, in order to prove that it satisfies the
Qualification Requirements, a foreign investor applicant is required to provide a description of the
value-added telecommunications services previously provided by itself or its direct shareholder/
subsidiary, supported by, among other things, (a) screenshots of websites and apps previously
operated, and (b) color scanned copy of previous telecommunication business licenses issued by the
relevant local authorities (unless no license is required in the relevant jurisdiction). The FIVATE
Guidance does not provide any further guidance on the documents required to prove the satisfaction of
the Qualification Requirements.

On April 7, 2022, the State Council issued the Decision to Amend and Abolish Certain Administrative
Regulations (275 B B A B SR BE 1R R0 AT BUE B P2, the “Order No. 7527), which among other
things, removed the Qualification Requirements with effect from May 1, 2022. However, as advised by
our PRC Legal Adviser, as of the Latest Practicable Date, no further guidance on specific requirement
or regulatory procedures had been published for foreign investment in the value-added
telecommunications business in the PRC in view of the removal of the Qualification Requirements.

Consultation with Regulatory Authorities

On May 17, 2021, our PRC Legal Adviser and the Joint Sponsors’ legal adviser as to PRC laws
consulted an official of CBIRC Beijing Bureau (the “CBIRC Official”’) on certain matters relating to
our online insurance brokerage service (the “CBIRC Consultation”). The CBIRC Official has advised
that:

(i) we shall conduct our online insurance brokerage service through our self-operated online
platforms pursuant to the Regulation on Internet Insurance Business (I 48 £ i 36155 B A HHE)
which took effect on February 1, 2021; and

(ii)) our online insurance brokerage service shall be also subject to the regulation of the regulatory
authorities in internet industry.

On May 19, 2021, our PRC Legal Adviser and the Joint Sponsors’ legal adviser as to PRC laws
consulted an official of MIIT (the “MIIT Official”’) on certain matters relating to the Contractual
Arrangements and our ICP licenses (the “MIIT Consultation”). Based on the MIIT Consultation and
further confirmation with the MIIT,

(i) our online insurance brokerage service is internet information service, a sub-category of value-
added telecommunications services under the Administrative Measures, and we are required to
obtain ICP licenses to provide those services;

(i) foreign investors are prohibited from holding more than 50% of the equity interests in a company
providing value-added telecommunications services, including ICP services;

(ii1) if a domestic company holding an ICP license (such as Beijing Sipai Brokerage) turns into a sino-
foreign equity joint venture (with foreign investors holding less than 50% of the equity interest),
that company shall apply for changing its ICP license into an ICP license for sino-foreign equity
joint venture;

(iv) the application by any foreign investor for ICP licenses and the fulfillment of the Qualification
Requirements are subject to substantive review by the MIIT on a case-by-case basis; in the case
of our Company, even if a foreign investor fulfills the Qualification Requirements, it will be
extremely difficult to obtain such approval from the MIIT; the MIIT has not approved any
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application which involves both foreign-invested insurance brokerage and foreign-invested
value-added telecommunications services so far; and

(v) overseas website and app registered by a foreign investor may be recognized as some proof of
satisfying the Qualification Requirements.

As advised by our PRC Legal Adviser,

(i) CBIRC Beijing Bureau is the regulatory authority for regulation of banking and insurance
businesses headquartered in Beijing, and is the competent regulatory to advise on the matters in
relation to our online insurance brokerage service; and

(i1)) MIIT is the regulatory authority for telecommunication and internet administration at the national
level responsible for the examination and approval of the investment and operation of
telecommunication businesses by foreign investors, and is the competent authority to advise on
matters in relation to foreign investment in telecommunication and internet industry.

Based on the above and considering that no further guidance on specific requirements or regulatory
procedures had been published as of the Latest Practicable Date for foreign investment in the value-
added telecommunications business in the PRC despite the removal of the Qualification Requirements
by Order No. 752, our Directors believe that it will be extremely difficult for us to obtain the approval
from the MIIT to hold ICP licenses in the form of Sino-foreign joint ventures, and our Contractual
Arrangements are narrowly tailored to enable us to achieve our business and operation purposes under
the current PRC regulatory framework so as to minimize the potential conflict with relevant PRC laws
and regulations. Having discussed with our Directors based on the applicable PRC laws and
regulations, our PRC Legal Adviser concurs that the Contractual Arrangements are narrowly tailored to
minimize the potential conflict with relevant PRC laws and regulations, subject to further guidance on
specific requirements and regulatory procedures from relevant authorities.

Steps to Comply with the Qualification Requirements before Issuance of Order No. 752

We had implemented a business plan with a view to building up a track record of overseas
telecommunication business operations to comply with the Qualification Requirements before the
issuance of Order No. 752. In particular, we had taken the following steps to comply with the
Qualification Requirements:

(1)  we had registered a global top-level domain name www.medbankshealthtech.com outside of the
PRC, and had constructed an English website to help potential overseas users to better understand
our Company’s services and businesses; and

(ii)) we had registered some trademarks outside of the PRC (namely Medbanks, MEDBANKS and
R) for the promotion of the Company’s services and businesses overseas.

As of the Latest Practicable Date, the Company had incurred costs of approximately HK$300 thousand
for taking the steps mentioned above.

During the MIIT Consultation, the MIIT Official confirmed that overseas website and app registered
by a foreign investor may be recognized as some proof of satisfying the Qualification Requirements.
Therefore, subject to the final discretion of MIIT on whether the Group has fulfilled the Qualification
Requirements, our PRC Legal Adviser has advised that the above steps are generally regarded as
relevant and reasonable steps to satisfy the Qualification Requirements as we will be able to gain
experience in providing value-added telecommunication services in overseas markets through those
steps.
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Based on the MIIT Consultation and as advised by our PRC Legal Adviser, our Directors believe that
the above steps are generally regarded as relevant and reasonable factors to satisfy the Qualification
Requirements.

The Order No. 752 has removed the Qualification Requirements. However, as advised by our PRC
Legal Adviser, (i) as of the Latest Practicable Date, no further guidance on specific requirements or
regulatory procedures had been published for foreign investment in the value-added
telecommunications business in the PRC in view of the removal of the Qualification Requirements,
and (ii) the removal of the Qualification Requirements would not invalidate our ICP licenses or require
us to adjustment the Contractual Arrangements under applicable PRC laws. We will communicate with
the relevant authorities on a regular basis following the Listing to keep abreast of any regulatory
developments, and will adjust the Contractual Arrangements to satisfy the “narrowly tailored”
principle as soon as practicable after further guidance from authorities is published with respect to the
specific requirements and regulatory procedures that we need to follow to complete such adjustment.

Circumstances in Which we will Unwind the Contractual Arrangements

We will unwind and terminate the Contractual Arrangements as soon as practicable in respect of the
Relevant Service (to the extent permissible), and we will directly hold the maximum percentage of
ownership interest permissible under the applicable PRC laws if the relevant government authority
grants ICP licenses to the sino-foreign entities currently held and to be established by our Company. In
this event, WFOE will exercise its rights under the Exclusive Purchase Option Agreement to unwind
and terminate the Contractual Arrangements to the extent permissible and we will directly operate the
Relevant Service without using the Contractual Arrangements.

CONTRACTUAL ARRANGEMENTS

The following simplified diagram illustrates the flow of economic benefits from the Consolidated
Affiliated Entities to our Group under the Contractual Arrangements:

Our Company
100%
WFOE  p===mmmmmmmmmmmmmm Registered Shareholders
1
! .
Service fees | ! Technical Equity
H i services ownership
1
. 4

Consolidated Affiliated Entities (Onshore Holdco and its subsidiaries)

Notes:

(1) The current Registered Shareholders of the Onshore Holdco are our Founders, the other previous individual shareholders of Lucky Seven
(namely, LI Dayong, ZHANG Hongdan, LI Ran, LUO Wei and ZONG Ze) and several individual investors of our Company at early
stage (namely LIU Xiujiang, ZHANG Hong and YANG Donghao). Our Founders owned approximately 71.81% share capital of the
Onshore Holdco as of the Latest Practicable Date.

(2) “—»” denotes direct legal and beneficial ownership in the equity interest.

(3) “--=-+" denotes contractual relationship. Under the Contractual Arrangements, WFOE shall provide technical services to our
Consolidated Affiliated Entities, and our Consolidated Affiliated Entities shall pay service fees to WFOE directly.
(4) “-----" denotes the control by WFOE over the Registered Shareholders through (i) powers of attorney to exercise all shareholders’ rights

in each of our Consolidated Affiliated Entities, (ii) exclusive options to acquire all or part of the equity interests in each of our
Consolidated Affiliated Entities and (iii) equity pledges over the equity interests in each of our Consolidated Affiliated Entities.
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Summary of the Material Terms of the Contractual Arrangements
Exclusive Business Cooperation Agreements

WFOE and Onshore Holdco entered into an exclusive business cooperation agreement on May 10,
2021 (the “Holdco Exclusive Business Cooperation Agreement”), pursuant to which Onshore
Holdco has engaged WFOE as the exclusive provider to provide Onshore Holdco and its subsidiaries
with comprehensive technical service, technical consulting and other services, including operation and
business support, technical service, network support, business consulting, financial consulting,
intellectual property licensing, property lease, market consulting, product research and development,
system maintenance, management consulting and other related services as requested by Onshore
Holdco and its subsidiaries to the extent permitted under PRC laws.

Without the WFOE’s prior written consent, Onshore Holdco shall not, and shall procure its subsidiaries
not to, (i) receive services which are identical or similar to the services covered by the Holdco
Exclusive Business Cooperation Agreement from any third party, or (ii) enter into any similar
cooperation with any third party.

In consideration of the services provided by WFOE, Onshore Holdco shall pay services fees to WFOE,
which, subject to WFOE’s adjustment at its sole discretion, shall consist of all the consolidated net
profit of Onshore Holdco and its subsidiaries (net of accumulated deficit in the previous financial years
(if any), costs, expenses, taxes and payments required by the applicable laws to be reserved or
withheld). The service fees shall be paid annually by Onshore Holdco.

The Holdco Exclusive Business Cooperation Agreement shall become effective upon signing and
remain effective until, among other things, WFOE or its designee acquire all the equity interest in and/
or all assets of Onshore Holdco pursuant to the Holdco Exclusive Purchase Option Agreement below.
Onshore Holdco shall not unilaterally terminate the Holdco Exclusive Business Cooperation
Agreement.

In addition, WFOE and Beijing Sipai Brokerage entered into an exclusive business cooperation
agreement on September 15, 2022 (the “Subsidiary Exclusive Business Cooperation Agreement”,
together with the Holdco Exclusive Business Cooperation Agreement, the “Exclusive Business
Cooperation Agreements”), pursuant to which Beijing Sipai Brokerage has engaged WFOE as the
exclusive provider to provide Beijing Sipai Brokerage with comprehensive services and Beijing Sipai
Brokerage shall pay services fees to WFOE. The key terms of the Subsidiary Exclusive Business
Cooperation Agreement are similar with those of the Holdco Exclusive Business Cooperation
Agreement.

Exclusive Purchase Option Agreements

WFOE, Onshore Holdco and the Registered Shareholders entered into an exclusive purchase option
agreement on May 10, 2021 (the “Holdco Exclusive Purchase Option Agreement”), pursuant to
which Onshore Holdco and the Registered Shareholders have granted WFOE or its designee an
irrevocable and exclusive right to purchase at any time and to the extent permitted by the then
applicable PRC laws (i) from each of the Registered Shareholders all or any part of their equity
interests in Onshore Holdco and/or (ii) from Onshore Holdco all or any of its assets or interests in any
of its assets.

Without the WFOE’s prior written consent, Onshore Holdco and the Registered Shareholders shall not
sell, transfer, pledge or otherwise dispose of the shares or assets with a value of more than
RMBI1 million (as the case may be) of Onshore Holdco.
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The purchase price payable by WFOE or its designee in respect of the transfer of shares or assets shall
be the nominal value or the lowest price permitted under the PRC laws, and the Registered
Shareholders shall return the purchase price in full to WFOE or its designee to the extent permitted
under the PRC laws applicable then.

The Holdco Exclusive Purchase Option Agreement shall become effective upon signing and remain
effective until that (i) WFOE or its designee acquire all the equity interest in and/or all assets of
Onshore Holdco and (ii)) WFOE and its subsidiaries are permitted to carry out the business of Onshore
Holdco under the applicable PRC laws. Onshore Holdco and the Registered Shareholders shall not
unilaterally terminate the Holdco Exclusive Purchase Option Agreement.

Onshore Holdco and the Registered Shareholders have undertaken jointly and severally, among other
things, that:

(i)  without WFOE’s prior written consent, they shall not supplement, alter or amend the articles of
Onshore Holdco in any manner, increase or reduce its registered capital, or otherwise change its
registered capital structure, or effect separation, dissolution or any change in the corporate form
of Onshore Holdco;

(i)  they shall maintain the existence of Onshore Holdco, conduct its business and affairs prudently
and efficiently in accordance with sound financial and commercial standards and practices, and
procure the performance by Onshore Holdco of its obligations under the Holdco Exclusive
Business Cooperation Agreement;

(ii1))  without WFOE’s prior written consent, they shall not sell, transfer, pledge or otherwise dispose
of their legal interest in any of Onshore Holdco’s assets (tangible or intangible), business or
income of more than RMB1 million, or allow the encumbrance of any security interest on them,
at any time from the date of the Holdco Exclusive Purchase Option Agreement;

(iv)  unless required by PRC laws, without the written consent of WFOE, Onshore Holdco shall not
be dissolved or liquidated. Following a statutory liquidation, the Registered Shareholders shall
pay to WFOE in full any residual value they receive or procure such payment. Where such
payment is prohibited by PRC laws, the Registered Shareholders shall pay such income to
WEFOE or WFOE’s designee to the extent permitted by PRC laws;

(v)  without WFOE’s prior written consent, they shall not incur, succeed to, guarantee or permit to
exist any indebtedness other than (i) indebtedness incurred in the ordinary course of business
and not by way of a loan; and (ii) indebtedness which has been disclosed to and agreed in
writing by WFOE;

(vi) they shall operate all of Onshore Holdco’s business in the ordinary course of business so as to
maintain the value of Onshore Holdco’s assets and not to engage in any act/omission which
might adversely affect Onshore Holdco’s business and the value of its assets; and the board of
directors of WFOE (or in the absence of the board of directors, the executive director(s), same
as below) has the authority to supervise and assess whether it has control over the assets of
Onshore Holdco; if WFOE’s board of directors believes that the operations of Onshore Holdco
affect the value of Onshore Holdco’s assets or affect its control over the assets of Onshore
Holdco, WFOE will engage legal counsel or other professionals to address such issues;

(vii) without WFOE’s prior written consent, they shall not procure Onshore Holdco to enter into any
material 