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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.

Guanze Medical Information Industry (Holding) Co., Ltd.
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Number of Offer Shares under : 192,850,000 Shares (subject to

the Global Offering
Number of Hong Kong Offer Shares
Number of International Offering Shares

Offer Price

the Over-allotment Option)
19,285,000 Shares (subject to reallocation)
173,565,000 Shares (subject to reallocation and
the Over-allotment Option)
Not more than HK$0.63 per Offer Share and

expected to be not less than HK$0.53 per Offer
Share, plus brokerage of 1%, SFC transaction
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0.00015% and Stock Exchange trading fee of
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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 in Hong Kong and on
Display” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of
Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The final Offer Price is expected to be fixed by agreement between the Overall Coordinator and the Joint Global Coordinators (for themselves and on behalf of
the Underwriters and the Capital Market Intermediaries) and our Company on the Price Determination Date, which is expected to be on or around Tuesday, 20
December 2022 and in any event, not later than Wednesday, 21 December 2022. If, for any reason, the final Offer Price is not agreed by Wednesday, 21
December 2022 (or such later date so agreed by our Company, the Overall Coordinator and the Joint Global Coordinators) between the Overall Coordinator and
the Joint Global Coordinators (for themselves and on behalf of the Underwriters and the Capital Market Intermediaries) and our Company, the Global Offering
will not proceed and will lapse.

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

The Overall Coordinator and the Joint Global Coordinators (for themselves and on behalf of the Underwriters and the Capital Market Intermediaries)
may, with our consent, reduce the number of Offer Shares being offered under the Global Offering and/or the indicative Offer Price range below that
stated in this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a
case, an announcement will be published on our website (www.guanzegroup.com) and the Stock Exchange’s website (www.hkexnews.hk) not later than
the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering.

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™ in this prospectus. The obligations of the Hong Kong Underwriters and the Capital Market Intermediaries under the Hong Kong
Underwriting Agreement are subject to termination by the Overall Coordinator and the Joint Global Coordinators (for themselves and on behalf of the Hong
Kong Underwriters and the Capital Market Intermediaries) if certain grounds for termination arise prior to 8:00 a.m. on the Listing Date. Such grounds are set
out in ““Underwriting” in this prospectus.
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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 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 Hong Kong Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing Information” section
and our website at www.guanzegroup.com. If you require a printed copy of this prospectus, you
may download and print from the website addresses above.

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

(1) apply online via the White Form eIPO service through the designated website at
www.eipo.com.hk; or

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

(a) 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

(b) (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 by calling +852 2979 7888 (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 Center at 1/F, One & Two Exchange Square, 8 Connaught
Place, Central, Hong Kong 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 this 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 this prospectus is available online at the website addresses above.

Please refer to “How to Apply for Hong Kong Offer Shares™ in this 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 must be for a minimum of 5,000 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.

Guanze Medical Information Industry (Holding) Co., Ltd (Stock Code: 2427)
(HK$0.63 per Hong Kong Offer Share)

NUMBER OF HONG KONG OFFER SHARES THAT MAY BE APPLIED FOR AND PAYMENTS

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
HK$ HK$ HK$ HK$
5,000 3,181.75 60,000 38,180.97 400,000 254,539.78 2,500,000  1,590,873.64
10,000 6,363.50 70,000 44,544 47 450,000 286,357.26 3,000,000  1,909,048.37
15,000 9,545.24 80,000 50,907.96 500,000 318,174.73 3,500,000  2,227,223.10
20,000 12,726.99 90,000 57,271.46 600,000 381,809.68 4,000,000  2,545,397.82
25,000 15,908.74 100,000 63,634.94 700,000 445,444.62 4,500,000  2,863,572.55
30,000 19,090.49 150,000 95,452.42 800,000 509,079.57 5,000,000  3,181,747.28
35,000 22,272.23 200,000 127,269.89 900,000 572,714.51 6,000,000  3,818,096.73
40,000 25,453.98 250,000 159,087.37 1,000,000 636,349.46 7,000,000  4,454,446.19
45,000 28,635.73 300,000 190,904.83 1,500,000 954,524.19 8,000,000  5,090,795.64
50,000 31,817.48 350,000 222,722.31 2,000,000  1,272,698.91 9,640,000 6,134,408.75

(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.
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EXPECTED TIMETABLE®

We will issue an announcement in Hong Kong to be published on our website at
www.guanzegroup.com and the Stock Exchange’s website at www.hkexnews.hk if there is any change
in the following expected timetable of the Hong Kong Public Offering:

Hong Kong Public Offering commences from............. 9:00 a.m. on Thursday, 15 December 2022

Latest time for completing electronic applications under the
White Form eIPO service through the designated

website www.eipo.com.hk(z) ......................... 11:30 a.m. on Tuesday, 20 December 2022

Application lists open® .. ... .. ... .. ... . .. .. 11:45 a.m. on Tuesday, 20 December 2022

Latest time to: (1) complete payment of White Form eIPO
applications by effecting Internet banking transfer(s) or
PPS payment transfer(s); and (2) give electronic
application instructions to HKSCC™ .. ... .......... .. 12:00 noon on Tuesday, 20 December 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.

Application lists close™ . ... ... ... ... ... ... .. ..., 12:00 noon on Tuesday, 20 December 2022

Expected Price Determination Date'> ... ... ... ....................... Tuesday, 20 December 2022
Announcement of the final Offer Price, the indication of

the level 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 our website at

www.guanzegroup.com and the Stock Exchange’s website at

www.hkexnews.hk on or before " . Wednesday, 28 December 2022

The 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,
including:

e in the announcement to be posted on our
Company’s website at www.guanzegroup.com and
the Stock Exchange’s website at
www.hkexnews.hk, respectively .......................... Wednesday, 28 December 2022

— iii —



EXPECTED TIMETABLE®

e from the designated results of allocations
website at www.iporesults.com.hk (alternatively:
English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function from ........ ... ... .. ... .. .. ... .. . ... 8:00 a.m. on
Wednesday, 28 December 2022 to
12:00 midnight on
Tuesday, 3 January 2023

e from the allocation results telephone enquiry by
calling +852 2862 8555 between 9:00 a.m. and
6:00 PN ON L .e et Wednesday, 28 December 2022,
Thursday, 29 December 2022,
Friday, 30 December 2022
and Tuesday, 3 January 2023

Share certificates in respect of wholly or partially
successful applications to be dispatched/collected or
deposited into CCASS on or before”®UO L Wednesday, 28 December 2022

White Form e-Refund payment instructions/refund cheques
in respect of wholly or partially successful applications
(if applicable) or wholly or partially unsuccessful
applications to be dispatched/collected on or
before® U0 Wednesday, 28 December 2022

Dealings in the Shares on the Stock Exchange expected to

commence on' P 9:00 a.m. on Thursday, 29 December 2022

The Hong Kong Public Offering and the application period for the Hong Kong Offer Shares will
commence on Thursday, 15 December 2022 through Tuesday, 20 December 2022. The application
monies (including the brokerage fees, SFC transaction levy, AFRC transaction levy and Stock
Exchange trading fee) will be held by the receiving bank on behalf of our Company and the refund
monies, if any, will be returned to the applicants without interest on Wednesday, 28 December 2022.
Investors should be aware that the dealings in the Shares on the Stock Exchange are expected to
commence on Thursday, 29 December 2022. Investors may not be able to sell or deal in the Shares
during the period between the Price Determination Date, which is expected to be on or around
Tuesday, 20 December 2022, and, in any event, not later than Wednesday, 21 December 2022, and
the Listing Date. Our Shareholders are subject to the risk that the price of the Shares could fall before
trading begins, as a result of adverse market conditions or other adverse developments that could
occur between the Price Determination Date and the Listing Date.

Notes:

(1) All times and dates refer to Hong Kong local times and dates.
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EXPECTED TIMETABLE®

(©))

(C))

(6))

(6)

(N

®)

)

You will not be permitted to submit your application under the White Form eIPO service through the designated website at
www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted your
application and obtained an application reference number from the designated website prior to 11:30 a.m., you will be
permitted to continue the application process (by completing payment of 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 signal and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, 20 December 2022, the
application lists will not open on that day. For details, please refer to “How to Apply for Hong Kong Offer Shares — 10.
Effect of Bad Weather and/or Extreme Conditions on the Opening of the Application Lists” in this prospectus.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC or instructing
your broker or custodian to apply on your behalf should refer to “How to Apply for Hong Kong Offer Shares — 6.
Applying Through the CCASS EIPO Service” in this prospectus for further details.

The Price Determination Date is expected to be on or around Tuesday, 20 December 2022. If, for any reason, the Offer
Price is not agreed by Wednesday, 21 December 2022 between the Overall Coordinator and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters and the Capital Market Intermediaries) and our Company, the Global
Offering will not proceed and will lapse accordingly.

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

The Share certificates for the Offer Shares are expected to be issued on or before Wednesday, 28 December 2022 but will
only become valid evidence of title at 8:00 a.m. on Thursday, 29 December 2022 provided that: (a) the Global Offering has
become unconditional in all respects; and (b) none of the Underwriting Agreements has been terminated in accordance with
its terms. Investors who trade Shares on the basis of publicly available allocation details or prior to the receipt of the Share
certificates or prior to the Share certificates becoming valid do so entirely at their own risk.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful applications in the event
that the final Offer Price is less than the price payable per Offer Share on application. Part of the applicant’s Hong Kong
identity card number or passport number, or, if the application is made by joint applicants, part of the Hong Kong identity
card number or passport number of the first-named applicant, provided by the applicant(s) may be printed on the refund
cheque, if any. Such data would also be transferred to a third party for refund purposes. Banks may require verification of
an applicant’s Hong Kong identity card number or passport number before encashment of the refund cheque. Inaccurate
completion of an applicant’s Hong Kong identity card number or passport 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 have applied through the White Form eIPO service for 1,000,000 or more Hong Kong Offer Shares may
collect Shares certificates (if applicable) and refund cheques (if applicable) in person may do so from our Hong Kong Share
Registrar, Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Wednesday, 28 December 2022 or any other
date notified by us as the date of despatch of Share certificates/e-Refund payment instructions/refund cheques. Applicants
being individuals who are eligible for personal collection must not authorise any other person to make their collection on
their behalf. Applicants being corporations who are eligible for personal collection must attend by sending their authorised
representatives each bearing a letter of authorisation from his corporation stamped with the corporation’s chop. Both
individuals and authorised representatives (if applicable) must produce, at the time of collection, evidence of identity
acceptable to our Hong Kong Share Registrar.

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to “How to Apply for
Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates and Refund Monies — Personal Collection — (ii)
If you apply through the CCASS EIPO service” for details.

Applicants who have applied through the White Form eIPO 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-Refund payment instructions.
Applicants who have applied through the White Form eIPO 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 by ordinary post at their own risk.
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(10)

Share certificates and/or refund cheques for applicants who have applied for less than 1,000,000 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 — 13. Refund of Application Monies” and
“How to Apply for Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates and Refund Monies.”

In case a tropical cyclone warning signal number 8 or above or a “black™ rainstorm warning signal and/or Extreme
Conditions is/are in force in any days between Thursday, 15 December 2022 to Thursday, 29 December 2022, then the day
of (i) announcement of results of allocations in the Hong Kong Public Offering; (ii) despatch of Share certificates and
refund cheques/White Form eIPO e-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. For details of the structure of the Global

Offering, including its conditions, and the procedures for applications for Hong Kong Offer Shares,

please refer to “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in

this prospectus, respectively.

If the Global Offering does not become unconditional or is terminated in accordance with its terms,

the Global Offering will not proceed. In such a case, our Company will make an announcement as soon

as practicable thereafter.
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SUMMARY

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

OVERVIEW

We are a medical imaging solutions provider, principally engaged in providing medical imaging
film products and medical imaging cloud services in Shandong Province. In respect of our medical
imaging film products business, our Group engages in the distribution of medical imaging film products
from international brands, in particular, the Medical Imaging Products Manufacturer™* and the sale of
our self-branded medical imaging film products. For our distribution business, our Group was the Tier-2
distributor of the Medical Imaging Products Manufacturer in Shandong Province. In respect of our
medical imaging cloud services business, our Group was the third largest medical imaging cloud
services supplier in Shandong Province with a market share of approximately 4.7% and had a market
share of approximately 0.4% in China, in terms of sales revenue in 2021. Our Group plans to focus its
business in Shandong Province.

We have been the distributor of international medical imaging film products since 2016.
Leveraging on our established customer base in the medical imaging market in Shandong Province and
with a view to increasing our profitability, we have provided our self-branded medical imaging film
products to our customers in Shandong Province since 2018. The sale of the medical imaging film
products of the Medical Imaging Products Manufacturer constituted approximately 89%, 76%, 72% and
68% of our revenue under the medical imaging film products business segment during the three years
ended 31 December 2021 and the six months ended 30 June 2022 and the sale of medical imaging film
products of our own brand constituted approximately 9%, 19%, 28% and 32% of our revenue under the
medical imaging film products business segment during the same periods. Except for the minimal
revenue generated from the sale of medical imaging film products of another international brand during
the two financial years ended 31 December 2020, our Group has only distributed medical imaging film
products of the Medical Imaging Products Manufacturer since 2021.

Having established a market position in the medical imaging film products market in Shandong
Province and by riding on the increasing demand for medical imaging informatisation and medical
imaging cloud platform, we tapped into the medical imaging cloud services market by providing
hospitals and healthcare institutions with medical imaging cloud services in 2017. With an aim to
quickly penetrate into the market, we provide such services in the course of the sale of medical imaging
films. Our Directors believe that such services help digitise the medical images and thereby enable
medical practitioners and patients to access patients’ information anytime anywhere and increase the
efficiency and accuracy of diagnosis and treatment. Our Directors also believe that such a sales model
will increase customers stickiness.

As at 31 December 2019, 2020 and 2021, 30 June 2022 and as at the Latest Practicable Date, we
had 61, 63, 62, 57 and 61 hospitals and/or healthcare institutions customers. Out of the 61, 63, 62, 57
and 61 customers, 42, 51, 53, 53 and 55 customers also subscribed for our medical imaging cloud
service for the same year/period.

Note: Established in 1901, it is a medical imaging products manufacturer and medical information technology solutions
provider with its headquarters located in USA.
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The following diagram illustrates our main business model.

0
( N
Distributors of international International medical
medical imaging film products imaging films®
(Our suppliers) TS i
N J
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OEM medical imaging film - ; Hospitals and
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|
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Notes:

(1) In the course of the sale of medical imaging films, depending on our customers’ needs, we will provide the
corresponding self-service film output printer and/or medical image printer to them and our customers are not
charged for the corresponding equipment. Occasionally, we also provide medical image data distribution system
(including CDs) without charging our customers. The ownership of the equipment belongs to our Group. In the event
of termination/discontinuation of the business relationship with our customers, the equipment provided to our
customers during the course of the sale of medical imaging films are required to be returned. The reason for
providing the corresponding self-service film output printer and medical image printer is to avoid incompatibility and
distortion of images due to the use of different brands of medical imaging films, self-service film output printer and/
or medical image printer. According to CIC, such a sales model is in line with the industry practise.

(2) To connect the software and the existing information technology systems of our customers, our integration process
includes (i) installing the software to the existing information technology systems of our customers and formulating
an application programme interface (API); and (ii) installing a hard drive called front-end processor on-site.

3) Medical practitioners and patients can retrieve the medical data from the digital medical imaging cloud storage
platform provided by us.

(i) Sale of medical imaging films

We engage in the sale of (i) medical imaging films procured from international brands, including
the Medical Imaging Products Manufacturer and (ii) medical imaging films under our own “Je{% % &~
(Guanze Huiyi) brand to hospitals and healthcare institutions. In the course of the sale of medical
imaging films, depending on our customers’ needs, we will provide the corresponding self-service film
output printer and/or medical image printer to them and our customers are not charged for the
corresponding equipment. Occasionally, we also provide medical image data distribution system
(including CDs) without charging our customers.

Our self-branded medical imaging films are manufactured by OEM manufacturers, and further
packaged and labelled by us while our self-branded medical imaging printers are manufactured by OEM
manufacturers.

(ii) Provision of medical imaging cloud services

Further, we will also offer four types of medical imaging cloud services including (i) digital
medical imaging cloud storage platform; (ii) digital medical image platform; (iii) regional imaging
diagrams platform; and (iv) PACS system, in the course of the sale of medical imaging films.

Revenue generated by our products and services

During the Track Record Period, the medical imaging film products business segment accounted
for the majority of our revenue. For the three years ended 31 December 2021 and the six months ended
30 June 2022, our sale of medical imaging film products accounted for approximately 91.5%, 93.7%,
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93.3% and 94.1%, respectively, of our total revenue, and our provision of medical imaging cloud
services accounted for approximately 8.5%, 6.3%, 6.7% and 5.9%, respectively, of our total revenue.
The table below sets out our revenue of our products and services during the Track Record Period:

For the year ended 31 December For the six months ended 30 June
2019 2020 2021 2021 2022
RMB’000 %  RMB'000 %  RMB'000 %  RMB'000 %  RMB'000 %
(unaudited)

Sale of medical imaging film products
— Sale of medical imaging films 127,138~ 90.3 165675  89.8 196,361  93.0 100,503  94.1 92,621 93.9
— Others (Note) L7710 12 7,120 39 565 03 62 0.l 149 02
Sub-total 128909 915 172,795 937 196,926 933 100,565 942 92,770 94.1
Provision of medical imaging cloud services 11916 85 11,640 63 14,150 6.7 6,163 5.8 5,851 5.9
Total 140,825 100.0 184,435 100.0 211,076 100.0 106,728 100.0 98,621 100.0

Note: Others mainly refer to the sale of self-service film output printer, medical image printer, medical image data distribution
system, other medical devices and CDs and the maintenance fees and rental income of medical devices. Upon the sale of
equipment, the ownership of equipment belongs to the purchasers.

Gross profit and gross profit margin of our products and services

The following table sets forth details of our Group’s gross profit and gross profit margin derived
from each business segment during the Track Record Period:

For the year ended 31 December For the six months ended 30 June
2019 2020 2021 2021 2022
Gross Gross Gross Gross Gross
profit profit profit profit profit

Gross profit margin - Gross profit margin — Gross profit margin - Gross Profit margin - Gross Profit margin
RMB’000 % % RMB’000 % % RMB’000 % % RMB’000 % % RMB’000 % %

(unaudited)
Sales of medical imaging film
products
Third parties’ brand (Note) 31914 688 271 39800 646 283 40,744 538 287 21315 586 283 18181 459 287
EFEE (Guanze Huiyi) 4644 100 412 11979 195 372 22910 303 418 10,070 27.7  40.1 16,546 417 564
Sub-total 36,558 788 284 51779 840 300  63.654 841 323 31385 863 312 34727 816 374
Medical imaging cloud services 9857 212 827 9796 159 842 12,045 159 851 5003 137 812 4899 124 837

Total 46,415 1000 330 61,575 100.0 334 75699 1000 359 36388 100.0 341 39,626 1000  40.2

Note: Except for the minimal revenue generated from the sale of medical imaging film products of another international brand for
the two financial years ended 31 December 2020, our Group only distributed medical imaging film products of the Medical
Imaging Products Manufacturer.

Our gross profit from the medical imaging film products segment increased from approximately
RMB36.6 million for the year ended 31 December 2019 to approximately RMB51.8 million for the year
ended 31 December 2020 which was in line with the increase in revenue in the same period, while our
gross profit margin of the same segment increased slightly from approximately 28.4% to approximately
30.0% for the same period, primarily attributable to the decrease in our purchase of medical imaging
films from third parties’ brand medical imaging films suppliers as a result of the continued growth of
our self-branded products which led to a slower growth in cost of inventories sold as compared to our
revenue.

Our gross profit from the medical imaging film products segment increased from approximately
RMBS51.8 million for the year ended 31 December 2020 to approximately RMB63.7 million for the year
ended 31 December 2021 which was in line with the increase in revenue for the same period, while our
gross profit margin of the same segment increased from approximately 30% to approximately 32.3% for
the same period, primarily attributable to an increase in the sales volume of our self-branded medical
imaging films, which had a higher gross profit margin as compared to the gross profit margin of the sale
of third parties’ brand medical imaging films.
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Our gross profit from the medical imaging film products segment increased from approximately
RMB31.4 million for the six months ended 30 June 2021 to approximately RMB34.7 million for the six
months ended 30 June 2022, primarily attributable to an increase in gross profit margin from
approximately 31.2% for the six months ended 30 June 2021 to approximately 37.4% for the six months
ended 30 June 2022. Such an increase in gross profit margin was due to the significant decrease in cost
of sales, resulting from (i) the decrease in average procurement cost of our self-branded thermal films
resulting from a larger purchase volume of self-branded thermal films procured from Supplier G, a local
OEM manufacturer, who is able to offer a lower average selling price as compared to other international
OEM manufacturers and (ii) the decrease in average cost brought by the rebate from Supplier B
according to our rebate arrangement with them, while the average selling price of our self-branded
medical imaging films remained stable.

Our gross profit from the medical imaging cloud services segment slightly decreased from
approximately RMB9.9 million for the year ended 31 December 2019 to approximately RMB9.8 million
for the year ended 31 December 2020, which is in line with our decrease in revenue for the same
segment. Our gross profit margin of the same segment slightly increased from approximately 82.7% to
approximately 84.2% for the same period, which is relatively stable.

Our gross profit from the medical imaging cloud services segment slightly increased from
approximately RMBO9.8 million for the year ended 31 December 2020 to approximately RMBI12.0
million for the year ended 31 December 2021, and our gross profit margin of the same segment
increased slightly from approximately 84.2% to approximately 85.1% for the same period, which is
relatively stable.

Our gross profit from the medical imaging cloud services segment remained stable at
approximately RMBS5.0 million for the six months ended 30 June 2021 and 2022 while the gross profit
margin for the same segment increased from approximately 81.2% for the six months ended 30 June
2021 to approximately 83.7% for the six months ended 30 June 2022. Such an increase in gross profit
margin was due to the decrease in the technical service cost, resulting from the decrease in labour cost
of our technical staff as a result of our stable customer base and smooth operation of cloud system.

OUR CUSTOMERS

Our customers primarily comprise hospitals and healthcare institutions in Shandong Province. For
each of the three years ended 31 December 2021 and the six months ended 30 June 2022, our revenue
generated from our five largest customers amounted to approximately RMB62.7 million, RMB79.5
million, RMB86.4 million and RMB42.7 million, respectively, representing approximately 44.5%,
43.2%, 41.0% and 43.3% of our total revenue, respectively, and our revenue generated from our largest
customer was approximately RMB16.6 million, RMB21.9 million, RMB25.6 million and RMBI12.5
million, respectively, representing approximately 11.8%, 11.9%, 12.2% and 12.7% of our total revenue,
respectively. We have maintained business relationships with our five largest customers for a period
ranging from approximately 5 to 7 years.

For further details, please refer to the paragraph headed “Business — Our Customers” in this
prospectus.

OUR SUPPLIERS

Our suppliers primarily comprise distributors of international medical imaging film products, OEM
medical imaging film products manufacturers and software companies. For each of the three years ended
31 December 2021 and the six months ended 30 June 2022, our purchases from the five largest supplier
amounted to approximately RMB108.2 million, RMB107.6 million, RMB126.6 million and RMB49.8
million, respectively, accounted for approximately 98.0%, 98.0%, 98.9% and 98.3% of our total
purchases, respectively. We have maintained business relationships with our five largest suppliers
ranging from 1 to 6 years.

During the Track Record Period, we entered into two distributorship agreements with the Tier-1
distributors of the Medical Imaging Products Manufacturer and another international brand, which were
Honghe Group and Supplier C. The two suppliers authorised us as a Tier-2 distributor of its medical
imaging film products in Shandong Province. As at the Latest Practicable Date, we entered into one
distributorship agreement with the distributor of the Medical Imaging Products Manufacturer, which is
Honghe Group.
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For further details, please refer to the paragraph headed “Business — Our Suppliers” in this
prospectus.

RELATIONSHIP WITH HONGHE GROUP

Our relationship with Honghe Group dated back to 2017. Honghe Group, an Independent Third
Party, is our top supplier during the Track Record Period. We sourced medical imaging film products for
distributing to our customers from Honghe Group, which is a Tier-1 distributor of the Medical Imaging
Products Manufacturer, during the Track Record Period. According to Honghe Group, it has all along
been the Tier-1 distributor of the Medical Imaging Products Manufacturer for 23 years. Our purchase
from Honghe Group during the Track Record Period amounted to approximately RMB91.8 million,
RMB&84.5 million, RMB94.5 million and RMB37.0 million, respectively, accounting for approximately
83.1%, 77.0%, 73.8% and 73.0% of our total purchases during the same periods, respectively. Such
reliance is expected to continue going forward. Our Directors are of the view that, despite our
concentration of purchase from Honghe Group, we are able to maintain the sustainability of our business
operation due to the following factors: (i) the commencement of the sale of our self-branded medical dry
laser film and our plan to utilise part of the proceeds to establish our market presence of our self-
branded medical imaging film products in East Shandong. During the Track Record Period, our revenue
attributable to the medical imaging film products under our brand were approximately RMB11.3 million,
RMB32.2 million, RMB54.8 million and RMB29.3 million, respectively, representing approximately 9%,
19%, 28% and 32% of our revenue under the medical imaging film products business segment,
respectively, which exhibited an increasing trend; (ii) the mutual reliance between our Group and
Honghe Group. During the Track Record Period, as confirmed by Honghe Group, our purchase from
Honghe Group accounted for approximately 50% of our Honghe Group’s total sales revenue and we
ranked the first among the customers of Honghe Group in terms of its sales revenue; (iii) the ten-year
framework agreement entered into with Honghe Group; (iv) our flexibility and plans to source from
alternative suppliers; and (v) there was no non-competition clause in the framework distributorship
agreements entered into between our Group and Honghe Group during the Track Record Period. For
details, please refer to the paragraph headed “Business — Our Suppliers — Relationship with Honghe
Group” in this prospectus. Please also refer to the section headed “Risk Factors — Risks relating to our
business and operations — Our largest supplier accounted for over 70% of our total purchases
throughout the Track Record Period. If our relationship with it deteriorates or terminates, our business
and results of operations would be adversely affected” in this prospectus for our supplier concentration
risk.

TWO INVOICE SYSTEM

On 30 September 2019, ten local government departments of Shandong Province including Health
Committee of Shandong Province (ILIREM EfEFEZ B ®) (the “Health Committee”) issued the
Notice on “Two Invoice System” Implementation Plan in Medicines Procurement by Public Medical
Institutions in Shandong Province (B ENEE CLLBRE 23 37 5 e b A 4 il R s AT < Wi Z2 1 B 77 28D
[)#8 1)), which stipulates that all public medical institutions in Shandong Province shall implement the
“Two Invoice System” on the procurement of drugs from 30 October 2019. As at the Latest Practicable
Date, according to the Health Committee, Shandong Province was yet to implement the “Two Invoice
System” on the procurement of high-value or low-value medical consumables and it has no concrete
plan to implement the “Two Invoice System” on the procurement of medical consumables in Shandong
Province. As advised by our PRC Legal Advisers, the Health Committee is the competent authority to
consult with in respect of the implementation of the “Two Invoice System” in Shandong Province.

Given other provinces such as Anhui Province and Fujian Province have implemented “Two
Invoice System” on high-value medical consumables as at the Latest Practicable Date, the
implementation of such policy in Shandong Province may be faster than expected. For details of the
regulatory development regarding the implementation of the “Two Invoice System” for each of the
provinces in the PRC at the Latest Practicable Date, please refer to the section headed ‘“Regulatory
Overview — Laws and Regulations relating to Medical Devices — Two Invoice System” in this
prospectus.
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Except for our self-branded products and our provision of maintenance services, we sourced
medical dry laser films and self-service film output printers from Honghe Group, the Tier-1 distributor
of the Medical Imaging Products Manufacturer in Shandong Province, as at the Latest Practicable Date.
For details on the potential impact of the “Two Invoice System” on our current business operation,
please refer to the section headed “Business — Two Invoice System” in this prospectus.

In the event that the “Two Invoice System” is fully implemented, sale from the Medical Imaging
Products Manufacturer to Honghe Group are likely to be counted as the first invoice, sale from Honghe
Group to our Group will likely to be counted as the second invoice and our sale of medical imaging film
products from the Medical Imaging Products Manufacturer will possibly to be counted as the third
invoice which is not permitted under the “Two Invoice System”, and we may have to discontinue such
mode of business operation. During the Track Record Period, our revenue attributable to the sale of
medical imaging film products of the Medical Imaging Products Manufacturer were approximately
RMB114.8 million, RMB131.0 million, RMB142.1 million and RMB63.4 million, respectively,
representing approximately 89.1%, 75.8%, 72.1% and 68.4% of the total revenue of our sale of medical
imaging film products business and approximately 81.5%, 71.1%, 67.3% and 64.3% of our total revenue
for the same periods, respectively. In the event that the “Two Invoice System” is fully implemented, our
Group’s business operation and financial performance going forward may be adversely affected.

Nevertheless, we will adopt the following measures to mitigate the adverse impacts that may result
from the implementation of the “Two Invoice System” to the medical imaging products industry in
Shandong Province:

(i) In the event of the full implementation of the “Two-Invoice System” in Shandong Province,
Medical Imaging Products Manufacturer confirmed by written confirmation that we will be
engaged as its Tier-1 distributor without imposing any non-competition clause on us.

Despite our Group has received a written confirmation from the Medical Imaging Products
Manufacturer that we will be engaged as its Tier-1 distributor in the event of the full
implementation of “Two Invoice System” in Shandong Province, it is not a guarantee
engagement as our Group is required to follow the procedural requirements as detailed in the
section headed “Business — Two Invoice System” in this prospectus before becoming its
Tier-1 distributor.

(i) We will develop our direct business relationship with the other international manufacturers,
which principally engage in the manufacturing of medical dry laser films and self-service
film output printers instead of sourcing products through their distributors by actively
participating in trade fairs and exhibitions.

(iii) We will further develop our self-branded products business to strengthen our position as a
domestic medical imaging products supplier in Shandong Province.

(iv) Given the expected growth in the medical imaging cloud services market, we are actively
developing our business segment of medical imaging cloud services in order to diversify the
risks of the implementation of the “Two Invoice System”.

For details of the mitigating measures, please refer to the section headed “Business — Two
Invoice System” in this prospectus.

SALES AND MARKETING

During the Track Record Period, our products and services were ultimately provided to hospitals
and healthcare institutions, either directly or through deliverers. In general, we secure sales orders
through (a) tendering, which includes, open tender and tender by invitation or (b) quotation. For the
three years ended 31 December 2021 and the six months ended 30 June 2022, approximately 99.2%,
92.5%, 79.8% and 77.2% of our total revenue was generated from contracts awarded through quotation.
For further details, please refer to the paragraph headed ‘“Business — Our Business Workflow —
Quotation/Tender Process™ in this prospectus.
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PRICING

In general, we adopt a “cost-plus” pricing policy. In respect of our medical imaging film products
business, we take into account the costs of procuring international medical imaging film products and
the regional market prices of competitors for our distribution business whilst for our self-branded
products business, we consider our OEM expenses, our packaging, labelling and/or assembly costs and
the regional market prices of competitors. In respect of our medical imaging cloud services business, the
price of our cloud services is charged at a range of premium rate of the unit selling price of each
medical imaging film procured by our customers from us with reference to the following factors: (i) the
type(s) of the services we are requested to provide, (ii) the quantities of the medical imaging films
customers procured from us (if any), and (iii) the costs of providing medical imaging cloud services.

COMPETITIVE LANDSCAPE

The medical imaging film products market in Shandong Province is highly concentrated on a
number of medical imaging film manufacturers in the market, with the top two companies accounting for
approximately 85.0% of the market share in terms of sales revenue in 2021, and the medical imaging
cloud services market in Shandong Province remains to be fragmented. The top three medical imaging
cloud services providers in Shandong Province (including our Group) accounted for approximately
16.4% of the market share in terms of sales revenue in 2021.

For details of the competitive landscape of the industry, please refer to the paragraph headed
“Industry Overview” in this prospectus.

COMPETITIVE STRENGTHS

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

° the only provider in Shandong Province which provides medical imaging film products
together with medical imaging cloud services

° an early mover to the medical imaging cloud services market in Shandong Province
° well-positioned to capture the opportunities in Shandong Province

° stable and established business relationship with our customers and international medical
imaging film products suppliers

° capable to supply self-branded medical imaging film products to vertically integrate our
medical imaging film products supply chain

° experienced and committed professional management and sales team with proven track record

For further details, please refer to the paragraph headed “Business — Our Competitive Strengths”
in this prospectus.

OUR STRATEGIES

We intend to adopt the following strategies to further develop our business:

° expand our customer base and further consolidate our market presence in Shandong Province
by expanding to the eastern part of Shandong Province

° enhance the delivery of our medical imaging cloud services through strategic acquisition,
obtaining the medical device registration certificate and upgrade of our hardware and
software

° horizontally expand our value chain by broadening our product offerings

° continue to promote our brands and increase market awareness by participating in exhibitions

° upgrade our information technology systems

For further details, please refer to the paragraph headed “Business — Our Business Strategies” in
this prospectus.
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KEY OPERATIONAL AND FINANCIAL DATA

The following table sets forth the consolidated financial information of our Group for each of the
three years ended 31 December 2021 and the six months ended 30 June 2021 and 2022 and should be
read in conjunction with the financial information included in the Accountants’ Report as set out in
Appendix I to this prospectus:

Consolidated statements of profit or loss

Six months ended

Year ended 31 December 30 June
2019 2020 2021 2021 2022
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(Unaudited)
REVENUE 140,825 184,435 211,076 106,728 98,621
Cost of sales (94,410)  (122,860) (135,377) (70,340) (58,995)
Gross profit 46,415 61,575 75,699 36,388 39,626
PROFIT BEFORE TAX 29,595 39,003 33,057 16,033 21,494
Income tax expense (7,271) (9,960) (9,989) (4,866) (6,092)
PROFIT AND TOTAL COMPREHENSIVE
INCOME FOR THE YEAR/PERIOD 22,324 29,043 23,068 11,167 15,402
Attributable to:
Owners of the parent 22,324 29,043 22,935 11,095 15,316
Non-controlling interests — — 133 72 86
22,324 29,043 23,068 11,167 15,402

Our Group’s revenue is generated from the sale of medical imaging film products and the provision
of medical imaging cloud services. Our revenue increased by approximately RMB43.6 million or 31.0%
from approximately RMB140.8 million for the year ended 31 December 2019 to RMB184.4 million for
the year ended 31 December 2020, which was mainly attributable to (i) the increase in demand for our
medical imaging film products along with the growth in the medical imaging industry; (ii) the increase
in clinical CT diagnosis brought by the outbreak of COVID-19, which created more demand on our
thermal films and medical dry laser films; and (iii) our effort to promote our self-branded thermal films,
which recorded a substantial increase in sales volume.

Our revenue increased by approximately RMB26.7 million, or 14.5%, from approximately
RMB184.4 million for the year ended 31 December 2020 to approximately RMB211.1 million for the
year ended 31 December 2021, which was mainly attributable to (i) the increased demand of medical
imaging film from our customers and (ii) the significant increase in the sale of our thermal films which
is due to our focus on our self-branded thermal film.

Our revenue decreased slightly by approximately RMBS8.1 million, or 7.6%, from approximately
RMB106.7 million for the six months ended 30 June 2021 to approximately RMB98.6 million for the six
months ended 30 June 2022, which was mainly attributable to the decrease in average selling price of
our medical dry laser film as (i) two of our five largest customers, namely Jining No.l Hospital and
Jining Affiliated Hospital, shifted their demand to other models of medical dry laser film of Medical
Imaging Products Manufacturer (namely AMB and DVS model), which (a) are sold at a lower selling
price than the medical dry laser film they procured in the past (namely DVB model) and (b) have been
distributed to our customers since late May 2021; and (ii) some of our customer who procured medical
dry laser film of the Medical Imaging Products Manufacturer in the past shifted their desire to purchase
our self-branded medical dry laser film which were sold at a lower unit price.

Our gross profit increased by approximately RMB15.2 million, or 32.8%, from approximately
RMB46.4 million for the year ended 31 December 2019 to approximately RMB61.6 million for the year
ended 31 December 2020. The increase was primarily attributable to the increase in our gross profit for
the sale of medical imaging film products from approximately RMB36.6 million for the year ended 31
December 2019 to approximately RMBS51.8 million for the year ended 31 December 2020, primarily
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attributable to the decrease in our purchase of medical imaging films from third parties’ brand medical
imaging films suppliers as a result of the continued growth of our self-branded products which led to a
slower growth in cost of inventories sold as compared to our revenue.

Our gross profit increased by approximately RMB14.1 million, or 22.9%, from approximately
RMBG61.6 million for the year ended 31 December 2020 to approximately RMB75.7 million for the year
ended 31 December 2021. The increase was primarily attributable to the increase in our gross profit for
sale of medical imaging film products from approximately RMB51.8 million for the year ended 31
December 2020 to approximately RMB63.7 million for the year ended 31 December 2021, which was
primarily attributable to an increase in the sales volume of our self-branded medical imaging films,
which had a higher gross profit margin as compared to the gross profit margin of the sale of third
parties’ brand medical imaging films.

Our gross profit increased by approximately RMB3.2 million, or 8.8%, from approximately
RMB36.4 million for the six months ended 30 June 2021 to approximately RMB39.6 million for the six
months ended 30 June 2022, which was primarily due to the significant decrease in cost of sales,
resulting from (i) the decrease in procurement cost of our self-branded medical imaging films and (ii)
the decrease in average cost brought by the rebate from Supplier B according to our rebate arrangement
with them, while the average selling price of our self-branded medical imaging films remained stable.

Our net profit increased from approximately RMB22.3 million for the year ended 31 December
2019 to approximately RMB29.0 million for the year ended 31 December 2020, which was mainly
attributable to (i) the increase in our revenue for the reasons mentioned above; and (ii) the increase in
our gross profit for the reasons mentioned above.

Our net profit decreased from approximately RMB29.0 million for the year ended 31 December
2020 to approximately RMB23.1 million for the year ended 31 December 2021, which was mainly
attributable to (i) the increase in our selling and administrative expenses as a result of the significant
increase in our channel fees along with the increase in our sales through deliverers in 2021; and (ii) the
increase in our administrative expenses resulting from the expenses we incurred for the preparation of
the Listing and share-based payment in relation to the Pre-IPO Investment made by Tang Operation.

Our net profit increased from approximately RMB11.2 million for the six months ended 30 June
2021 to approximately RMB15.4 million for the six months ended 30 June 2022, which was mainly
attributable to (i) the decrease in our cost of sales and (ii) the increase in our gross profit for the reasons
mentioned above.

For further details of discussion of revenue and other key items of the consolidated statements of
profit or loss and our results of operation during the Track Record Period, please refer to the paragraphs
headed “Financial Information — Description of Certain Items from Consolidated Statements of Profit
or Loss and Other Comprehensive Income” and ‘““Financial Information — Review of Historical Results
of Operation” in this prospectus.

Selected items of the consolidated statements of financial position

As at As at
31 December 30 June

2019 2020 2021 2022
RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets 15,881 28,018 30,563 32,493
Current assets 120,003 125,867 173,488 199,554
Current liabilities 61,587 51,633 41,337 53,955
Net current assets 58,416 74,234 132,151 145,599
Non-current liabilities — 3,812 154 130
Net assets 74,297 98,440 162,560 177,962
Equity attributable to owners of the parent 74,297 98,440 162,397 177,713
Non-controlling interest — — 163 249

Our net current assets increased from approximately RMB132.2 million as at 31 December 2021 to
approximately RMB145.6 million as at 30 June 2022, which was primarily attributable to (i) the increase
in our trade receivables of approximately RMB29.6 million; and (ii) the occurrence of amount due from
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a shareholder of RMBS8.0 million, as partially offset by (i) the increase in interest-bearing bank
borrowing of approximately RMB14.1 million; and (ii) the decrease in inventories of approximately
RMB9.1 million.

Our net asset increased from approximately RMB74.3 million as at 31 December 2019 to
approximately RMB98.4 million as at 31 December 2020, which was mainly attributable to (i) our profit
for the year of approximately RMB29.0 million for the year ended 31 December 2020; and (ii) the
capital contributions of approximately RMB33.1 million and approximately RMBO.1 million to Shanghai
Guanze by the then shareholders Mr. Meng and Mr. Li, respectively, as partially offset by the capital
reductions of approximately RMB36.9 million and approximately RMBI1.2 million from Shanghai
Guanze to the then shareholders, Mr. Meng and Mr. Li, respectively.

Our net asset further increased from approximately RMB98.4 million as at 31 December 2020 to
approximately RMB162.6 million as at 31 December 2021, which was mainly attributable to (i) our
profit for the year of approximately RMB23.1 million for the year ended 31 December 2021; (ii) a
capital contribution of RMB25 million made to Shandong Guanze by the then shareholder, Mr. Meng;
(iii) the investment from Billion Vintage of approximately RMB14.4 million; and (iv) share-based
payment of approximately RMB2.1 million in relation to the Pre-IPO Investment made by Tang
Operation, as partially offset by distribution of approximately RMB460,000 to Mr. Li.

Our net asset increased from approximately RMB162.6 million as at 31 December 2021 to
approximately RMB178.0 million as at 30 June 2022, which was mainly attributable to our profit for the
period of approximately RMB15.4 million for the six months ended 30 June 2022.

For details of discussion of key items of the consolidated statements of financial position, please
refer to the paragraph headed “Financial Information — Discussion of Certain Items from the
Consolidated Statements of Financial Position” in this prospectus.

Highlight of consolidated statements of cash flow

For the six months

For the year ended 31 December ended 30 June
2019 2020 2021 2021 2022
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Net cash generated from/(used in) operating
activities 5,511 28,168 3,093 4,579 (2,278)
Net cash used in investing activities (9,831) (14,349) (7,856) (4,168) (12,462)
Net cash generated from/(used in) financing
activities (3,868) (14,792) 19,477 27,281 9,430
Net increase/(decrease) in cash and cash
equivalents (8,188) 973) 14,714 27,692 (5,310)
Cash and cash equivalents at beginning of
the year/period 14,682 6,494 5,521 5,521 20,235
Cash and cash equivalents at end of the
year/period 6,494 5,521 20,235 33,213 14,925

Net cash generated from or used in operating activities mainly consists of profit before income tax
adjusted for non-cash items, such as depreciation of property, plant and equipment, amortisation of
intangible assets, finance costs and interest income, and the effects of changes in working capital, such
as the increase or decrease in trade receivables, inventories and trade payables, and the effects of interest
received, interest paid and income tax paid. Our net cash generated from operating activities amounted
to approximately RMBS5.5 million, RMB28.2 million, RMB3.1 million for each of the three years ended
31 December 2021, respectively and our net cash used in operating activities amounted to approximately
RMB2.3 million for the six months ended 30 June 2022. The net cash flow used in operating activities
was primarily resulted from (i) the cash outflow of approximately RMB2.8 million during the six months
ended 30 June 2022 as we repaid the amount due to our suppliers in relation to the purchase of, among
others, raw materials; and (ii) the decrease in cash generated from operations as most of our trade
receivables were not fall due during the six months ended 30 June 2022.

- 10 -
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Net cash used in investing activities mainly consists of purchase and prepayment of items of
property, plant and equipment, purchase of intangible assets and purchase of right-of-use assets. Our net
cash used in investing activities amounted to approximately RMBO9.8 million, RMB14.3 million,
RMB7.9 million and RMB12.5 million for each of the three years ended 31 December 2021 and the six
months ended 30 June 2022, respectively.

Net cash used in financing activities mainly consists of our repayment of loans to related parties,
repayment to the controlling shareholder and repayment of bank loans. Our net cash used in financing
activities amounted to approximately RMB3.9 million and RMB14.8 million for the years ended 31
December 2019 and 2020, respectively. Net cash generated from financing activities mainly consists of
loans from the controlling shareholder, new bank loans and investment from a new shareholder. Our net
cash generated from financing activities amounted to approximately RMB19.5 million and RMB9.4
million for the year ended 31 December 2021 and the six months ended 30 June 2022, respectively.

For details of discussion of our cash flow activities during the Track Record Period, please refer to
the paragraph headed ‘“Financial Information — Liquidity and Capital Resources — Cash flows” in this
prospectus.

Summary of key financial ratios

For the six
months ended/
For the year ended/As at 31 December As at 30 June
2019 2020 2021 2022
Return on equity 30.0% 29.5% 14.2% N/ANere)
Return on total assets 16.4% 18.9% 11.2% N/ANore)
Current ratio 1.9 2.4 4.2 3.7
Quick ratio 1.2 2.0 3.8 3.5
Gearing ratio 1.3% 8.4% 9.2% 16.3%

Note: Such ratios for the six months ended 30 June 2022 are not meaningful and potentially misleading as the underlying income
statement measures do not reflect full year results of operations.

For the calculation method and further details of our key financial ratios, please refer to the
paragraph headed “Financial Information — Key Financial Ratios” in this prospectus.

Our current ratio increased from 1.9 as at 31 December 2019 to 2.4 as at 31 December 2020,
mainly due to the increase in our current asset and decrease in our current liabilities as described in the
paragraphs headed ‘““Discussion of certain items from the consolidated statements of financial position”
in the section headed “Financial Information”. Our current ratio increased from approximately 2.4 as at
31 December 2020 to approximately 4.2 as at 31 December 2021, primarily attributable to (i) the
significant increase in cash and cash equivalent resulted from the capital contribution from Mr. Meng;
and (ii) the settlement of the amount due to Mr. Meng. Our current ratio decreased from approximately
4.2 as at 31 December 2021 to approximately 3.7 as at 30 June 2022, primarily attributable to (i) the
decrease in inventories of approximately RMB9.1 million; (ii) the decrease in cash and cash equivalents
of approximately RMB5.3 million; and (iii) the increase in interest-bearing bank borrowings of
approximately RMB14.1 million.

Our quick ratio was approximately 1.2, 2.0, 3.8 and 3.5 as at 31 December 2019, 2020, 2021 and
30 June 2022, respectively. The fluctuation of our quick ratio were generally in line with the fluctuation
of our current ratio.

Our return on equity remained stable at approximately 30.0% for the year ended 31 December
2019 and approximately 29.5% for the year ended 31 December 2020. Our return on equity significantly
decreased from approximately 29.5% for the year ended 31 December 2020 to approximately 14.2% for
the year ended 31 December 2021, primarily attributable to (i) the decrease in our profit for the year for
the reasons mentioned in the paragraphs headed ‘“Management’s discussion and analysis of the results of
our operation” in the section headed ‘“Financial Information™; and (ii) the significant increase in our
total equity due to the capital contribution of RMB25 million to Shandong Guanze by Mr. Meng and the
subscription of Shares by Billion Vantage at a consideration of HK$16.5 million.
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Our gearing ratio increased from 1.3% as at 31 December 2019 to 8.4% as at 31 December 2020.
The increase in our gearing ratio was mainly due to the increase in our interest-bearing bank borrowings.
Our gearing ratio increased slightly from approximately 8.4% as at 31 December 2020 to approximately
9.2% as at 31 December 2021, primarily attributable to the combined effect of (i) the significant
increase in interest-bearing bank borrowings; and (ii) the significant increase in our total equity due to
the capital contribution of RMB25 million to Shandong Guanze by Mr. Meng and the subscription of
share by Billion Vantage at a consideration of HK$16.5 million. Our gearing ratio increased from
approximately 9.2% as at 31 December 2021 to approximately 16.3% for the six months ended 30 June
2022, primarily attributable to the balance of interest-bearing borrowing increased from approximately
RMB15.0 million as at 31 December 2021 to approximately RMB29.1 million as at 30 June 2022.

Please refer to the sub-section headed “Key Financial Ratios” in the section headed “Financial
Information™ in this prospectus for further details of our key financial ratios.

OUR REASONS FOR LISTING AND USE OF PROCEEDS

We expect to retrieve net proceeds of approximately HK$82.4 million from the Global Offering
(after deducting underwriting fees and estimated fees payable by us in connection with the Global
Offering, based on an Offer Price of HK$0.58 per Offer Share, being the mid-point of the indicative
Offer Price range, and assuming that the Over-allotment Option is not exercised). Our Directors believe
that the net proceeds from the Listing will strengthen our capital base and will provide funding for
achieving our business strategies and carrying out our future plans as set out below. We intend to apply
the aforesaid net proceeds in the following manner:

—  approximately HK$38.2 million, representing approximately 46.4% of the net proceeds from
the Global Offering, will be used to expand our customer base and further consolidate our
market presence in Shandong Province by expanding to the eastern part of Shandong
Province;

— approximately HK$30.7 million, representing approximately 37.3% of the net proceeds from
the Global Offering, will be used to enhance the delivery of our medical imaging cloud
services through strategic acquisition, obtaining the medical device registration certificate and
upgrade of our hardware and software;

— approximately HK$2.2 million, representing approximately 2.7% of the net proceeds from the
Global Offering, will be used to horizontally expand our value chain by broadening our
product offerings;

— approximately HK$2.1 million, representing approximately 2.5% of the net proceeds from the
Global Offering, will be used to continue to promote our brands and increase market
awareness by participating in exhibitions;

— approximately HK$2.1 million, representing approximately 2.5% of the net proceeds from the
Global Offering, will be used to upgrade our information technology systems; and

— the remaining balance of approximately HK$7.1 million, representing approximately 8.6% of
the net proceeds from the Global Offering, will be used for additional working capital and
other general corporate purposes.

For details, please refer to the paragraphs headed ‘“Business — Our Business Strategies” and
“Future Plans and Use of Proceeds” in this prospectus, respectively.

LISTING EXPENSES

Assuming the Over-allotment Option is not exercised, the total listing expenses in connection with
the Listing, which include professional fees, underwriting commission and fees, assuming an Offer Price
of HK$0.58 per Offer Share, being the mid-point of the proposed Offer Price range, are estimated to be
RMB40.2 million, which are estimated to be approximately 39.7% of the gross proceeds from the Global
Offering. During the years ended 31 December 2020 and 2021 and the six months ended 30 June 2022,
the Listing expenses we incurred amounted to approximately RMBO0.2 million, RMB9.6 million and
RMB3.7 million, respectively. We expect to further incur listing expenses of RMB26.7 million prior to
and upon completion of the Listing, of which (i) RMB14.4 million is expected to be recognised as
expenses in our consolidated statement of profit or loss and other comprehensive income for the year
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ending 31 December 2022; and (ii) RMB12.3 million is expected to be accounted for as a deduction
from equity upon Listing under the relevant accounting standard. The decrease in our forecast profit for
the year ending 31 December 2022 is primarily attributable to our Listing expenses.

The total Listing expenses mainly comprise of professional fees paid and payable to the
professional parties for their services rendered in relation to the Listing and the Global Offering which
are non-underwriting related expenses, including fees for legal advisers and reporting accountants of
approximately RMB21.5 million, and other non-underwriting-related fees and expenses of approximately
RMBI12.3 million, as well as the underwriting-related expenses (including SFC transaction levy, Stock
Exchange trading fee and AFRC transaction levy) of approximately RMB6.4 million, payable to the
Underwriters in connection with the offering of Shares under the Global Offering.

Our Directors would like to emphasise that the listing expenses stated above are the current
estimation for reference purpose and the actual amount to be recognised is subject to adjustments based
on audit and the then changes in variables and assumptions. Prospective investors should note that the
financial performance of our Group for the year ending 31 December 2022 would be materially and
adversely affected by the listing expenses mentioned above.

RISK FACTORS

Our operations and the Global Offering involve certain risk and uncertainties, some of which are
beyond our control and may affect your decision to invest in us or the value of your investment. See the
section headed “Risk Factors™ for details of our risk factors, which we strongly urge you to read in full
before making an investment in our Shares. Some of the major risks we face include:

—  Our largest supplier accounted for over 70% of our total purchases throughout the Track
Record Period. If our relationship with it deteriorates or terminates, our business and results
of operations would be adversely affected.

—  Our business operation, financial results and our cashflow may be adversely affected if the
“Two Invoice System” is fully implemented in medical imaging film products in Shandong
Province.

— Rapid changes in the medical imaging industry may render the products we distribute
obsolete. If we fail to effectively respond or adapt to market changes for our products, our
business, financial position and prospects could be materially and adversely affected.

—  Our business depends on the level of activity and growth in the medical imaging industry in
Shandong Province.

— Any disruption to the supply, increase in the prices, or quality or safety problems of our raw
materials could adversely affect our operation, turnover and profitability.

CONTROLLING SHAREHOLDERS AND PRE-IPO INVESTMENTS
Controlling Shareholders

Immediately following completion of the Capitalisation Issue and the Global Offering (without
taking into account any Shares which may be issued pursuant to the exercise of the Over-allotment
Option), our Company will be owned as to approximately 74.96% by Meng A Capital. Meng A Capital
is wholly owned by Mr. Meng, who is the Chairman, the chief executive officer and an executive
Director of our Company. Accordingly, Mr. Meng and Meng A Capital are regarded as a group of
Controlling Shareholders under the Listing Rules. Our Directors consider that our Group will be able to
operate independently of our Controlling Shareholders and their close associates upon the Listing. For
further details, please refer to “Relationship with our Controlling Shareholders™ of this prospectus.

Pre-IPO Investments

Pursuant to an equity transfer agreement dated 14 January 2021 between Mr. Li and Lingyun HK
(the then wholly-owned investment vehicle of Dr. Tang), Lingyun HK acquired 1% equity interest in
Shanghai Guanze from Mr. Li at a consideration of RMB460,000. To reflect the investment of Lingyun
HK at our Company’s level, pursuant to a sale and purchase agreement dated 9 April 2021 between our
Company and Tang Operation, which was the wholly-owned investment holding company of Dr. Tang,
Tang Operation transferred one share, representing the entire issued share capital of Tang B Capital, to
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our Company in consideration for the allotment and issue of one Share in our Company to Tang
Operation. Upon completion of the aforesaid transfers and prior to the Pre-IPO Investment made by
Billion Vantage, Dr. Tang, through Tang Operation, held 1% of the then issued share capital of our
Company and Tang B Capital became a wholly-owned subsidiary of our Company.

Pursuant to a subscription agreement dated 24 April 2021 between our Company and Billion
Vantage, Billion Vantage subscribed for 100 Shares, representing 5% of the then issued share capital of
our Company, at a consideration of HK$16.5 million. Please refer to the paragraphs headed ‘“History,
Reorganisation and Corporate Structure — Reorganisation” and “History, Reorganisation and Corporate
Structure — Pre-IPO Investments™ in this prospectus for further details.

DIVIDENDS

During the Track Record Period and up to the Latest Practicable Date, no dividend had been paid
nor declared by our Company.

We currently do not have a dividend policy. There is no expected or predetermined dividend
payout ratio after the Listing. The payment and the amount of any future dividends will be at the
discretion of our Directors and will depend upon our Group’s future operations and earnings, capital
requirements and surplus, general financial condition, contractual restrictions and other factors which
our Directors deem relevant. Any final dividend for a financial year will be subject to Shareholders’
approval. Holders of our Shares will be entitled to receive such dividends pro rata according to the
amounts paid up on our Shares.

Dividends may be paid only out of our Company’s distributable profits as permitted under the
relevant laws. There can be no assurance that our Company will be able to declare or distribute in the
amount set out in any plan of our Board or at all. The past dividend distribution record may not be used
as a reference or basis to determine the level of dividends that may be declared or paid by our Company
in the future.

IMPACT OF THE COVID-19 PANDEMIC

Since the end of December 2019, the outbreak of a novel strain of coronavirus named COVID-19
has materially and adversely affected the global economy. In response, countries across the world,
including both China and the United States, have imposed widespread lockdowns, closure of workplaces
and restrictions on mobility and travel to contain the spread of the virus. Since late 2021, the delta
variant and omicron variant of COVID-19 have recurred in several provinces across China (the
“Recurrence”).

During the Track Record Period and up to the Latest Practicable Date, we did not encounter any
material issues regarding the provision of our medical imaging film products and medical imaging cloud
services or with the procurement or delivery due to COVID-19 and/or the Recurrence. In particular, as
of the Latest Practicable Date, the outbreak of COVID-19 has not caused any material delay in the
purchase of raw material and the delivery of products to our hospital customers. During the outbreak of
COVID-19 and up to the Latest Practicable Date, we were able to maintain sufficient level of
inventories to satisfy the needs of our customers. Given the non-physical nature of medical imaging
cloud services, it remained unaffected by the outbreak of COVID-19. As of the Latest Practicable Date,
we had no suspected or confirmed COVID-19 cases on our premises or among our employees. We have
been closely tracking the health and wellness status of our employees and we routinely check their body
temperature before they enter our offices or premises.

COVID-19 has no adverse impact on our financial results due to the nature of our business. Our
revenue increased from approximately RMB140.8 million for the year ended 31 December 2019 to
approximately RMB184.4 million for the year ended 31 December 2020 and further increased to
RMB211.1 million for the year ended 31 December 2021, primarily due to an increase in clinical CT
diagnosis brought by the outbreak of COVID-19, which created more demand on our thermal films and
medical dry laser films.

During the Track Record Period and up to the Latest Practicable Date, our Directors confirm that
the COVID-19 pandemic and the Recurrence have no material or sustained adverse impact on the
business operation and financial performance of our Group on the basis that (i) no large-scale lockdown
had been imposed in Shandong Province, where our major premise is situated in, since the Recurrence
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and up to the Latest Practicable Date; (ii) the governmental authorities have put into significant
resources and efforts to contain the regional COVID-19 outbreaks; (iii) we have maintained stable
operation of our business during the Track Record Period, despite the outbreak of the COVID-19
pandemic and the Recurrence; (iv) our operations have not experienced any material disruption since the
outbreak of the COVID-19 pandemic; (v) although we experienced some minor delays in logistics and
supply of some direct materials since the outbreak of the COVID-19 pandemic, our inventory levels
were sufficient to support our operations; (vi) to the best of our Directors’ knowledge, most of our
hospitals customers have resumed full services.

Our Directors will continue to assess the impact of the COVID-19 on our Group’s operation and
financial performance and closely monitor our Group’s exposure to the risks and uncertainties in
connection with this epidemic. We will take appropriate measures as necessary and inform our
Shareholders and potential investors as and when necessary.

Contingency Plans and Precautionary Measures

Our Group has also implemented stringent measures to prevent COVID-19 infections in our
warehouse and offices, including the following:

— measuring and recording the temperature of our employees at workplace daily;

— providing anti-epidemic materials such as sanitary masks and protective clothing to our
employees;

— daily sterilisation of our offices and warehouse; and

— requiring our employees who have travelled to other provinces to quarantine for 14 days.

It is uncertain that how COVID-19 will develop. We plan to continue implementing our
precautionary measures and may implement additional measures as necessary to ease the impact of the
COVID-19 outbreak on our operations. However, we cannot guarantee you that the COVID-19 outbreak
will not further escalate or have a material adverse effect on our results of operations, financial position
or prospects. For details, please refer to the paragraph headed “Risk Factors — Risks Relating to Our
Business and Operations — Natural disasters, epidemics, acts of war or terrorism or other factors
beyond our control in the future may have a material adverse effect on our business, financial condition
and results of operations” in this prospectus.

SHIFT FROM TRADITIONAL MEDICAL IMAGING FILMS TO MEDICAL IMAGING CLOUD
FILMS

The healthcare systems in developed countries started the shift from traditional medical imaging
films to digital films for over two decades, and digitisation in medical imaging has since gradually
become a global trend. Presently, medical imaging results along with other patient information are
usually stored in medical institutions database and could be accessed online by physicians and patients
through patient portal, where the patients can still request hard copies of their medical imaging
examination results for purposes such as transferring between medical institutions. The shift to digital
films mainly is to facilitate digital storage, access, and transmission of medical imaging data for
purposes such as remote consultation and diagnosis. As a result, traditional medical imaging films is
subject to a decrease in demand due to digitisation in these developed countries.

According to “Opinions of the General Office of the State Council on Promoting the Development
of “Internet+Medical Health” (BIH5BE A/ BER AL E [ 100 Al + B e fe e | #2 R  ) promulgated
by the General Office of the State Council in 2018 and “Notice on Accelerating the Mutual Recognition
of the Examination Results” ([0 S A= {85 2 B/ 8 R 7 T R4 4 A e A B 45 SR B8 TAE R4 A1) (the
“Notice””) published by the National Health Commission in 2021, the PRC government called for the
construction of the national and regional health platform, through the establishment of medical
institutions examination database including ‘“medical imaging cloud films” serving as the source of
database, in order to promote the sharing of examination data, to achieve the interconnection and mutual
recognition of examination data between medical institutions in the same region. Such an encouragement
of the use of medical imaging cloud films by the PRC government may overcome the hurdles faced by
the hospitals and healthcare institutions in China arising from the shift of traditional medical imaging

~15 -



SUMMARY

films to medical imaging cloud films and hence demonstrate an inevitable trend for hospital and medical
institutions to shift from traditional medical imaging films to medical imaging cloud films at both state
and provincial levels, including Shandong Province.

In the event of the full implementation of the replacement of traditional medical imaging films
with medical imaging cloud films, the market demand for our traditional medical imaging film products
may be significantly reduced and our business performance and financial position may be adversely
affected. As at the Latest Practicable Date, according to CIC, there is no nationwide health platform
enabling medical imaging data sharing among all hospitals in China, or province-wide health platform
enabling medical imaging data sharing among all hospitals in Shandong Province.

For details, please refer to the paragraph headed ‘“Risk Factors — Rapid changes in the medical
imaging industry may render the products we distribute obsolete. If we fail to effectively respond or
adapt to market changes for our products, our business, financial position and prospects could be
materially and adversely affected” in this prospectus.

Nonetheless, despite of the encouragement of the use of medical imaging cloud films by the PRC
government, owing to the following factors, our Directors believe that there is still a demand for
traditional medical imaging film products in China and hence our business performance and financial
position will not be adversely affected in material aspect.

(i) According to CIC, the demand for traditional medical imaging films in China will not be
phased out completely due to, amongst others, the following major resasons:

(1) Comparing to developed countries, China has significantly higher patient population,
which generates larger amount of medical imaging data that would cost more for digital
storage. For comparison, as of 2020, China had over 1.4 billion citizens and the per
capita health expenditure in China is approximately USD740, whereas the respective
population and per capita healthcare expenditure were approximately 331.5 million
citizens and approximately USD12,530 in the U.S., 67.1 million citizens and
approximately USD4,930 in the U.K., and 25.7 million citizens and approximately
USDS5,951 in Australia. It would be difficult to achieve the level of digitization for
medical imaging data comparable to developed countries in China given (i) the massive
and continuously growing amount of medical imaging data that would require cloud
storage for at least 15 years, according to the “Detailed Rules for the Implementation of
the Regulations on the Administration of Medical Institutions” in China, and (ii) the
significantly lower per capita healthcare expenditure to support such transformation.

(2) Many Grade I hospitals and unranked hospitals in China require an up-to-date
healthcare infrastructure, in order to support the shift to medical imaging cloud films, as
compared to the hospitals in developed countries such as the U.S., U.K. and Australia,
which have already possessed those healthcare infrastructure to support the use of
medical imaging cloud films. As the upgrade of the existing healthcare infrastructure is
capital-intensive and time-consuming, it may be difficult for the lower grade hospitals
and community health centres in China to keep up with such a trend for at least a
decade. As of the Latest Practicable Date, there are more than 22,000 Grade I and
unranked hospitals in China, accounting for approximately 61.4% of the total number of
hospitals in China.

Moreover, the implementation of hierarchical medical system in China results in
frequent patient transfers between low-tier hospitals and high-tier hospitals. Currently,
only some of the hospitals in China with diagnostic imaging centres have employed
medical imaging cloud systems, resulting in difficulties in digital imaging data transfers
between hospitals with no established medical imaging cloud systems. As a result,
traditional medical imaging films remains as the mainstream medical image carrier to
provide patients with past medical imaging examination results when patients are being
transferred to a high-tier/low-tier hospitals in China.

(3) While the U.S. is the largest developed country in terms of population in the world, the
healthcare system in the U.S. and in China have vastly different structures. According
to the annual survey conducted by the American Hospital Association on the number
and types of hospitals in the U.S. in 2020, only approximately 19.0% of all hospitals in
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the U.S. are federal or state and local government hospitals. Since the non-government
hospitals are owned and operated by private investors, it will be more competitive than
those federal or state and local government hospitals in order to be financially self-
sustaining and stand out from its competitors. In turn, it will stimulate the growth and
development of the healthcare industry in the U.S., including driving the development
of medical imaging cloud systems and the shift from traditional medical imaging films
to digital films. On the other hand, public hospital is the mainstream in China, which
accounted for approximately 84.3% of the total patients’ visits of all hospitals in China
in 2021. Since they are non-profit making in nature, they may be less inclined to
change, including being open to the shift from traditional medical imaging films to
medical imaging cloud films.

(4) In China, traditional medical imaging films are either covered under health insurance in
some provinces or paid by patients out-of-pocket. However, there is no clear guidance
as to whether the provincial health authorities, hospitals, or the national insurance will
pay for the initial installation of cloud imaging film systems, and whether patients or
insurance will pay for medical imaging cloud film services on a per examination basis.
The lack of defined payers leads to reluctance in the promotion of using medical
imaging cloud films in hospitals.

(5) Traditional medical imaging films has been used in the medical system of China for
decades and is widely recognised by physicians and clinicians. Most physicians and
clinicians have a long-standing habit of reading medical imaging in its physical form
when making diagnosis.

(6) As compared to medical imaging cloud films, traditional medical imaging films are
more difficult to modify and serve as crucial as evidence in cases of medical disputes.

According to CIC, the estimate market size of medical imaging film products industry in
China and Shandong Province remains large, accounting for approximately RMBS5.5 billion
and RMBO0.35 billion, respectively. The above reasons also serve as the hurdles faced by the
hospitals and healthcare institutions in China and Shandong Province in respect of the shift
from traditional medical imaging films to medical imaging cloud films.

(i1) According to CIC, as at the Latest Practicable Date, traditional medical imaging films
remains to be the mainstream medical imaging carrier for most of the hospitals and
healthcare institutions in China.

Due to favourable policies for sharing of medical examination data across medical institutions
through medical imaging cloud services, and increasing availability of medical imaging cloud services,
the penetration rate of medical imaging cloud films in China increased from less than 0.5% in 2015 to
approximately 21% in 2021. The penetration rate of traditional medical imaging films in China
decreased from approximately 100% in 2015 to around 84% in 2021.

The penetration rate of medical imaging cloud films in Shandong province increased from less than
0.5% in 2015 to between 25% to 30% in 2021. The penetration rate of traditional medical imaging films
in Shandong province is approximately 100% in 2015, and decreased to around 90% in 2021.

The sum of the penetration rate of traditional medical imaging films and the medical imaging cloud
films is over 100%, implying some of the hospitals use both traditional medical imaging films and
medical imaging cloud films in parallel.

We have adopted and planned to adopt the following measures to address such a shift including (i)
our commencement of medical imaging cloud services business since 2017 and (ii) enhancing the
delivery of our medical imaging cloud services. For details, please refer to “Business — A Shift from
Traditional Medical Imaging Films to Medical Imaging Cloud Films” in this prospectus.

As advised by our PRC Legal Advisers, except for the above Notice, as at the Latest Practicable
Date there is no explicit PRC laws and regulations which (compulsorily) require the hospitals and
healthcare institutions to shift from traditional medical imaging films to medical imaging cloud films.
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RECENT DEVELOPMENT AND NO MATERIAL CHANGE

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have continued to
focus on our medical imaging film products and medical imaging cloud services business and there had
not been any material change to our business model, revenue structure and cost structure. We continue
to explore opportunities for our business through participating in different exhibitions.

Our Directors confirmed that, since 30 June 2022 and up to the date of this prospectus, (i) there
had been no material adverse change in the market conditions or the industry and environment in which
we operate that materially and adversely affect our financial or operating position; (ii) there was no
material adverse change in the trading and financial position or prospects of our Group; and (iii) no
event had occurred that would materially and adversely affect the information shown in the Accountants’
Report set out in Appendix I to this prospectus.

For the ten months ended 31 October 2022, our total sales volume of medical imaging films was
approximately 11.1 million pieces which remain stable when compared with the sales volume for ten
months ended 31 October 2021. Our proportion of the sales of self-branded medical imaging film
products has experienced a growth from approximately 32% for the six months ended 30 June 2022 to
approximately 44% for the ten months ended 31 October 2022.

Prospective investors should note that the profit for the year ending 31 December 2022 will
decrease due our Listing expenses incurred during the same year as detailed in the paragraph headed
“Listing Expenses” in this section.

GLOBAL OFFERING STATISTICS

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

Based on an Based on an
indicative Offer indicative Offer
Price of HK$0.53  Price of HK$0.63
per Share per Share
Market capitalisation of the Shares~*’* 7/ HK$503.5 million ~ HK$598.5 million
Unaudited pro forma adjusted consolidated net
tangible assets per ShareV*’¢ #) HK$0.28 HK$0.30

Notes:

(1) The calculation of market capitalisation is based on 950,000,000 Shares expected to be in issue immediately upon
completion of the Global Offering, without taking into account any allotment and issuance of Shares upon exercise
of the Over-allotment Option.

2) The unaudited pro forma adjusted consolidated net tangible assets of the Group attributable to owners of the
Company per Share is arrived at after the adjustments referred to in Appendix II to this prospectus.
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In this prospectus, unless the context otherwise requires, the following terms and expressions

have the meanings set forth below.

“AFRC”

“affiliate(s)”

“Articles of Association” or
“Articles”

“associate(s)”

“Billion Vantage”

bl

“Board” or “Board of Director’

“business day”

6‘BVI??
“Capital Market Intermediaries”

or ‘“capital market
intermediary(ies)” or “CMI(s)”

“Capitalisation Issue”

Accounting and Financial Reporting Council

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

the articles of association of our Company (as amended from time
to time), conditionally approved by the written resolutions of the
Shareholders on 7 December 2022 and effective from the Listing
Date, a summary of which is set out in Appendix III to this
prospectus

has the meaning ascribed to it under the Listing Rules

Billion Vantage Asia Limited (EEEEIMARR/ATF), a limited
liability company incorporated in Hong Kong on 2 December
2015 which is directly wholly-owned by Mr. So, one of the Pre-
IPO Investors

the board of Directors

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

the British Virgin Islands

the capital market intermediaries participating in the Global
Offering and has the meaning ascribed thereto under the Listing
Rules, namely Southwest Securities (HK) Brokerage Limited,
Goldlink Securities Limited, Lead Securities (HK) Limited,
BOCOM International Securities Limited, ICBC International
Securities Limited, Shenwan Hongyuan Securities (H.K.)
Limited, SPDB International Capital Limited, Zhongtai
International Securities Limited, Alpha Financial Group Limited,
Elstone Securities Limited and I Win Securities Limited

the issue of 757,148,000 Shares to be made upon capitalisation of
certain sums standing to the credit of the share premium account
of our Company in connection with the Global Offering as
referred to in the paragraph headed “Statutory and General
Information — A. Further Information about our Company — 3.
Written resolutions of all the Shareholders passed on 7 December
20227 in Appendix IV to this prospectus
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“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

“CCASS Investor Participant™

“CCASS Operational Procedures”

“CCASS Participant”

“Century Honghe”

“Chairman”

“CIC”

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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 Center 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

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

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

Shandong Century Honghe Medical Equipment Co., Ltd.* (LI
A5 T B R AR A FR/A 7)), a company established in the PRC
with limited liability on 31 August 2018, a member of the
Honghe Group and an Independent Third Party

the chairman of our Board, namely, Mr. Meng

China Insights Industry Consultancy Limited, an independent
consulting firm that provides market research and analysis
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“CIC Report”

“CFDA”

“close associate(s)”

“Companies Act” or
“Cayman Companies Act”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”” or “our Company”

“connected person(s)”

“Controlling Shareholder(s)”

9

“Corporate Governance Code

“CSRC”

“Deed of Indemnity”

“Deed of Non-competition™

an industry report prepared by CIC on the medical imaging film
products and medical imaging cloud services market in the PRC,
which was commissioned by the Company

China Food and Drug Administration (55 £ i %5 5 BB 45 PR AR
)

has the meaning ascribed to it under the Listing Rules

the Companies Act (As Revised) of the Cayman Islands

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)

Guanze Medical Information Industry (Holding) Co., Ltd.
(formerly known as Guanze Intelligent Medical Information
Industry (Holding) Co., Ltd.), an exempted company incorporated
in the Cayman Islands with limited liability on 11 December 2020

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules and,
unless the context requires otherwise, refers to Meng A Capital
and Mr. Meng

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

the China Securities Regulatory Commission (% A R 3L F0 5 76
FERENEEE)

the deed of indemnity dated 7 December 2022 entered into by our
Controlling Shareholders in favour of our Company (for itself and
as trustee for its subsidiaries), details of which are set out in the
paragraphs headed “Statutory and General Information — D.
Other Information — 1. Estate duty, tax and other indemnity” in
Appendix IV to this prospectus

the deed of non-competition dated 7 December 2022 entered into
by our Controlling Shareholders in favour of our Company (for
itself and as trustee for its subsidiaries), details of which are set
out in the paragraphs headed “Relationship with our Controlling
Shareholders — Deed of Non-competition” in this prospectus
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DEFINITIONS

“Director(s)”

“Dr. Tang”

“EIT Law”

“Extreme Conditions”

“General Mandate™

“Global Offering”

“GREEN application form(s)”

29

“Group”, “our Group”, “we
Or ‘6us?,

“Guanze BVI”

“Guanze HK”

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

“HKSCC”

the director(s) of our Company

Dr. Tang Yanghua (¥%5#5 %), the sole shareholder of Tang
Operation and one of the Pre-IPO Investors

the Enterprise Income Tax Law (93 A R ILHE 4> 21581 1E)
promulgated by the National People’s Congress on 16 March 2007
and became effective on 1 January 2008 and amended on 24
February 2017 and 29 December 2018

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

the general mandate granted to our Directors by our Shareholders
in relation to the issue of new Shares, further information of
which is set out in the section headed “Statutory and General
Information — A. Further Information about our Company — 3.
Written resolutions of all the Shareholders passed on 7 December
2022” in Appendix IV to this prospectus

the Hong Kong Public Offering and the International Offering

the application form(s) to be completed by the White Form eIPO
Service Provider, Computershare Hong Kong Investor Services
Limited

our Company and its subsidiaries at the relevant time or, where
the context so requires, in respect of the period before our
Company became the holding company of its present subsidiaries,
the entities which carried on the business of the present Group at
the relevant time

Guanze Intelligent Medical Information Industry (BVI) Co., Ltd.,
a BVI business company incorporated in the BVI on 22 December
2020 and a direct wholly-owned subsidiary of our Company

Guanze Intelligent Medical Information Industry (Hong Kong)
Co., Limited, a limited liability company incorporated in Hong
Kong on 15 January 2021, which is directly wholly-owned by
Guanze BVI, and is an indirect wholly-owned subsidiary of our
Company

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Securities Clearing Company Limited
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DEFINITIONS

“HKSCC Nominees”

“HKFRSs”

“Honghe Group”

“Hong Kong Offer Shares”

“Hong Kong” or “HK”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huijukangyuan Technology”

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

Hong Kong Financial Reporting Standards

a group of three PRC companies which comprises Weifang
Changhe, Century Honghe and Huijukangyuan Technology and
are ultimately controlled by the same individual, who is an
Independent Third Party, either through direct shareholding
arrangement or nominee arrangement

the 19,285,000 Shares initially offered for subscription pursuant
to the Hong Kong Public Offering, subject to reallocation as
described in the section headed ‘“Structure of the Global

Offering” in this prospectus
the Hong Kong Special Administrative Region of the PRC

the offering by our Company of the Hong Kong Offer Shares for
subscription by the public in Hong Kong, as further described in
the section headed “Structure of the Global Offering” in this
prospectus

Computershare Hong Kong Investor Services Limited

the underwriters of the Hong Kong Public Offering listed in the
paragraph headed “Hong Kong Underwriters” under the section
headed “Underwriting” in this prospectus

the underwriting agreement dated 13 December 2022 relating to
the Hong Kong Public Offering and entered into, among others,
by our Company, the Warranting Shareholders, the Warranting
Directors, the Sole Sponsor, the Sponsor-OC, the Overall
Coordinator, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Hong Kong
Underwriters, as further described in the sub-paragraph headed
“Hong Kong Underwriting Agreement” under the paragraph
headed “Underwriting arrangements and expenses’ under the
section headed “Underwriting” in this prospectus

Shandong Huijukangyuan Technology Co., Ltd.* (1L 5 R FRIR
BHLABRZF]), a company established in the PRC with limited
liability on 6 November 2020, a member of the Honghe Group
and an Independent Third Party
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DEFINITIONS

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Jinan Guanze”

“Joint Bookrunners”

a person, persons, company or companies which is or are
independent of, and not connected with (within the meaning
under the Listing Rules), any directors, chief executive or
substantial shareholders of our Company, any of its subsidiaries
or any of their respective associate(s)

the 173,565,000 Shares initially offered for subscription pursuant
to the International Offering, subject to the Over-allotment Option
and reallocation as described in the section headed “Structure of
the Global Offering” in this prospectus

the conditional placing of the International Offer Shares by the
International Underwriters, as further described in the section
headed “Structure of the Global Offering” in this prospectus

the underwriters of the International Offering that are expected to
enter into the International Underwriting Agreement

the underwriting agreement expected to be entered into, among
others, by our Company, the Warranting Shareholders, the
Warranting Directors, the Sole Sponsor, the Sponsor-OC, the
Overall Coordinator, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the International
Underwriters, in respect of the International Offering, as further
described in the sub-paragraph headed ‘‘The International
Offering’ under the paragraph headed ‘‘Underwriting
arrangements and expenses’’ under the section headed
“Underwriting” in this prospectus

Jinan Guanze Medical Equipment Co., Ltd.* (7% 5 e % B 48 A1
FHBR/AF]), a company established in the PRC with limited
liability on 30 August 2018 and an indirect non-wholly owned
subsidiary of our Company

Southwest Securities (HK) Brokerage Limited, Goldlink
Securities Limited, Lead Securities (HK) Limited, BOCOM
International Securities Limited, ICBC International Capital
Limited, Shenwan Hongyuan Securities (H.K.) Limited, SPDB
International Capital Limited, Zhongtai International Securities
Limited, Alpha Financial Group Limited and Elstone Securities
Limited
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DEFINITIONS

“Joint Lead Managers”

“Joint Global Coordinators”

“Latest Practicable Date”

“Lingyun HK”

“Listing”
“Listing Committee”

“Listing Date”

“Listing Rules™

“Main Board”
“Medical Imaging Products

Manufacturer”

“Memorandum of Association” or
“Memorandum”

“Meng A Capital”

“MOF”

Southwest Securities (HK) Brokerage Limited, Goldlink
Securities Limited, Lead Securities (HK) Limited, BOCOM
International Securities Limited, ICBC International Securities
Limited, Shenwan Hongyuan Securities (H.K.) Limited, SPDB
International Capital Limited, Zhongtai International Securities
Limited, Alpha Financial Group Limited and Elstone Securities
Limited

Southwest Securities (HK) Brokerage Limited, Goldlink
Securities Limited and Lead Securities (HK) Limited

5 December 2022, being the latest practicable date for the
inclusion of certain information in this prospectus prior to its
publication

Lingyun Scientific Instrument Engineering (Hong Kong) Co.,
Limited, a limited liability company incorporated in Hong Kong
on 13 January 2021 which is directly wholly-owned by Tang B
Capital and an indirect wholly-owned subsidiary of our Company

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

the date, expected to be on or about Thursday, 29 December
2022, on which our Shares are listed and from which dealings
therein are permitted to take place on the Stock Exchange

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

the Main Board of the Stock Exchange

a leading medical imaging products manufacturer and medical
information technology solutions provider with its headquarters
located in USA, according to CIC and an Independent Third Party

the memorandum of association of our Company adopted on 7
December 2022 and as amended from time to time

Meng A Capital Limited, a BVI business company incorporated in
the BVI on 10 December 2020 which is directly wholly-owned by
Mr. Meng and being one of the Controlling Shareholders

millimetre(s)

the Ministry of Finance of the PRC (3 A [ A1 [ B BT
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DEFINITIONS

“MOFCOM™

“Mr. Li”

“Mr. Meng”

“Mr. So”

“NDRC”

“NHFPC”

“NMPA”

“NPC”

“OFAC”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

the Ministry of Commerce of the PRC (H#E A [ 3 A1 5] R #5350
Mr. Li Mengfang (%% J5), the brother-in-law of Mr. Meng

Mr. Meng Xianzhen (&% 7%), the Chairman, the chief executive
officer and an executive Director of our Company and one of the
Controlling Shareholders

Mr. So Heung Yeung (#£[11F%), the sole shareholder of Billion
Vantage and one of the Pre-IPO Investors

National Development and Reform Commission of the PRC (1%
N B SE AR I 2 5 JE M o R B )

National Health and Family Planning Commission of the PRC ('
#ENR LM FE A MG HEFZEZET) which no-longer
retained since March 2018

National Medical Products Administration (|8 %25 5 BB 81 R
the National People’s Congress (4B A RACGERKE)

the Office of Foreign Assets Control of the U.S. Department of
the Treasury

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of 0.0027%,
AFRC transaction levy of 0.00015% and Hong Kong Stock
Exchange trading fee of 0.005%), at which Hong Kong Offer
Shares are to be subscribed, to be determined in the manner
further described in the section headed *“Underwriting” in this
prospectus

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

the option expected to be granted by our Company to the
International Underwriters and the Capital Market International,
exercisable at the sole discretion of the Overall Coordinator and
the Joint Global Coordinators (for themselves and on behalf of
the International Underwriters and the Capital Market
Intermediaries) pursuant to which our Company may be required
to allot and issue to 28,927,500 Shares at the Offer Price
(representing 15% of the Shares initially being offered under the
Global Offering) to cover over-allocation in the International
Offering, the details of which are described in the section headed
“Underwriting” in this prospectus
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DEFINITIONS

“Overall Coordinator” or
“Sponsor-OC”

“PRC” or “China”

“PRC Legal Advisers”

“Pre-IPO Investment(s)”

“Pre-IPO Investors”

I

“Price Determination Agreement

“Price Determination Date”

“Regulation S

“Reorganisation”

“Repurchase Mandate”

“RMB”

Southwest Securities (HK) Brokerage Limited, a corporation
registered under the SFO permitted to carry on Type 1 (dealing
in securities) and type 4 (advising on securities) regulated
activities under the SFO

the People’s Republic of China, except where the context requires
otherwise excluding Hong Kong, the Macau Special

Administrative Region of the PRC and Taiwan

Jingtian & Gongcheng (Shanghai Office), the PRC legal advisers
of our Company in connection with the Global Offering

the pre-IPO investment(s) in our Company undertaken by the Pre-
IPO Investors, details of which are set out in the section headed
“History, Reorganisation and Corporate Structure — Pre-IPO
Investments” in this prospectus

collectively, Dr. Tang and Mr. So

the agreement to be entered into by the Overall Coordinator, the
Joint Global Coordinators (for themselves and on behalf of the
Underwriters and the Capital Market Intermediaries) and our
Company on the Price Determination Date to record and fix the
Offer Price

the date, expected to be on or around Tuesday, 20 December 2022
(Hong Kong time) on which the Price Determination Agreement
expected to be entered into but in any event no later than
Wednesday, 21 December 2022

Regulation S under the US Securities Act

the corporate reorganisation undergone by our Group in preparation
for Listing as described in the section headed ‘‘History,
Reorganisation and Corporate Structure — Reorganisation” in this
prospectus

a general and unconditional mandate granted to our Directors by
the passing of resolutions by our Shareholders referred to in
“Statutory and General Information — A. Further Information
about our Company — 7. Securities repurchase mandate” in
Appendix IV to this Prospectus, pursuant to which our Directors
may exercise the power of our Company to repurchase Shares the
aggregate number of which shall not exceed 10% of the total
number of Shares in issue as at the Listing Date

Renminbi, the official currency of the PRC
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DEFINITIONS

“SAFE”

“SAFE Circular 37”

“SAMR”

“SAT”

“State Council”
“SFC”

“SFO”

“Shandong Guanze”

“Shanghai Guanze”

“Shareholder(s)”

“Share(s)”

“Sole Sponsor”

113 2

sq.m.

the State Administration of Foreign Exchange of the PRC (9 % A
B L I8 B 5% O e 7 B Ry )

Circular of the State Administration of Foreign Exchange on
Issues Related to Foreign Exchange Administration in Terms of
Overseas Investment and Financing via Special Purpose
Companies and Return Investment by Domestic Residents (Bt
S5 A s R R IR H RO RY 2 R S5 AR B BB T A S ME A PR
A B E R4 A promulgated by the SAFE on 4 July 2014 and
became effective from the same day

State Administration for Market Regulation of the PRC (H 3 A\ [
LA [ 55 T 8 B R B AR

State Administration of Taxation of the PRC (H'#E A [ A 5] [
PN )

State Council of the PRC ("7 #E A K 3 A1 5 [ %5 Bt )
the Securities and Futures Commission of Hong Kong

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

Guanze Zhihui Medical Technology (Shandong) Co., Ltd.* (7fi%
BERIFR (LR AMAF]), a company established in the
PRC with limited liability on 25 February 2021 and an indirect
non-wholly owned subsidiary of our Company, which was held as
to 98.9% by WFOE and 1.1% by Mr. Meng

Guanze International Trading (Shanghai) Co., Ltd.* (7% B &
(L) AR /AF]), a company established in the PRC with
limited liability on 27 November 2015 and an indirect non-wholly
owned subsidiary of our Company

holder(s) of our Share(s)

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

Southwest Securities (HK) Capital Limited, a corporation
registered under the SFO permitted to carry on Type 1 (dealing
in securities) and Type 6 (advising on corporate finance)
regulated activities under the SFO, being the sole sponsor of the
Global Offering

square metre(s)
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DEFINITIONS

“Stabilising Manager”

“Stock Borrowing Agreement’’

“Stock Exchange”
“subsidiary(ies)”
“substantial shareholder(s)”

“Takeovers Code”

“Tang B Capital”

“Tang Operation”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”’

“U.S.” or “United States” or
“USA’?

“U.S. Securities Act”

“US$” or “US Dollar” or “USD”
“Warranting Directors”
“Warranting Shareholders”

“Weifang Changhe”

Lead Securities (HK) Limited

a stock borrowing agreement expected to be entered into between
Meng A Capital and the Stabilising Manager (or its affiliate) on
or about the Price Determination Date

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the Codes on Takeovers and Mergers and Share Buy-backs in
Hong Kong as approved by the SFC and as amended,
supplemented or otherwise modified from time to time

Tang B Capital Limited, a BVI business company incorporated in
the BVI on 10 December 2020 and a direct wholly-owned
subsidiary of our Company

Tang Operation Limited, a BVI business company incorporated in
the BVI on 10 December 2020 which is wholly-owned by Dr.
Tang, one of the Pre-IPO Investors

comprises the three years ended 31 December 2021 and the six
months ended 30 June 2022

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America

the United States Securities Act of 1933 (as amended from time

to time)

United States dollars, the lawful currency of the United States
Mr. Meng and Mr. Guo Zhenyu

the Controlling Shareholders

Weifang Century Changhe Trading Co., Ltd.* (#EJi i 40 R &8 &
A7), a company established in the PRC with limited

liability on 6 December 2002, a member of the Honghe Group
and an Independent Third Party
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DEFINITIONS

“WFOE” Guanze Zhihui Medical Technology (Jinan) Co., Ltd.* (7% &
B PR (W5 ) A FRZA 7D, a limited liability company established
in the PRC on 22 February 2021 and an indirect wholly-owned
subsidiary of our Company

“White Form eIPO” the application for the Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of White Form eIPO Service
Provider at www.eipo.com.hk

“White Form eIPO Service Computershare Hong Kong Investor Services Limited
Provider”

“%> per cent.

“eC” degrees Celsius

*  for identification purposes only

In this prospectus, the English translations of the official Chinese names of PRC laws or
regulations, PRC government authorities, companies or other entities organised in the PRC or project
names are furnished for identification purposes only. Should there be any inconsistency between the
Chinese names and the English translations, the Chinese names shall prevail.

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments or approximation. Accordingly, figures shown as totals in certain tables may not be an
arithmetic aggregation of the figures preceding them.

Words importing the singular include, where applicable, the plural and vice versa. Words
importing the masculine gender include, where applicable, the feminine and neuter genders.

All dates and times refer to Hong Kong dates and time unless otherwise stated.

Unless otherwise specified, all references to any shareholdings in our Company are based on the
assumption that the Over-allotment Option is not exercised.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms used in this prospectus in connection with
our Company and our business. The terms and their meanings may not correspond to standard
industry meaning or usage of these terms.

“CAGR”
“CR”
«CT”
“PDR”
“DSA”

“Grade II Hospitals™

“Grade IIT Hospitals”

“GDP”
“GFA”
“ISO”

“MRI”

“OEM”

compound annual growth rate
computed radiography
computed tomography

digital radiography

Digital subtraction angiography

the regional hospitals designated as Grade II hospitals by the
National Health Commission hospital classification system,
typically having 100 to 499 beds, as for a comprehensive hospital
providing multiple communities with integrated healthcare
services and undertaking certain academic and scientific research
missions. The Grade II hospitals are graded into three sub-levels
(A, B and C) based on the assessment of competent authorities
and Grade ITA hospitals are the highest ranking hospitals among
Grade II hospitals

the largest and best regional hospitals in China designated as
Grade III hospitals by the National Health Commission hospital
classification system, typically having more than 500 beds, as for
a comprehensive hospital providing high-quality professional
healthcare services covering a wide geographic area and
undertaking higher academic and scientific research initiatives.
The Grade III hospitals are graded into three sub-levels (A, B and
C) based on the assessment of competent authorities and Grade
IITA hospitals are the highest ranking hospitals among Grade III
hospitals

gross domestic product

gross floor area

International Organisation for Standardisation
magnetic resonance imaging

acronym for ‘“‘original equipment manufacturing”, whereby
products are manufactured in accordance with customer’s
specifications for sale under the customer’s or third-party’s brand
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GLOSSARY OF TECHNICAL TERMS

“PACS System”

“RIS”

“Tier-1 distributor”

Picture Archiving and Communication System, a medial imaging
system for the storage, retrieval, management, distribution and
presentation of medical images in multiple formats from various
medical imaging instruments

Radiology Information System

distributors who purchase products from manufacturers directly
and onsell to next tier-distributors or to end customers
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that state our Group’s intention, belief,
expectation or prediction for the future that are, by their nature, subject to significant risks and
uncertainties.

These forward-looking statements include, without limitation, statements relating to:

— the industry regulatory environment as well as the industry outlook in general;

— the amount and nature of, and potential for, future development of our Group’s business;
— our Group’s business objectives and strategies;

— our Group’s capital expenditure plans;

— our Group’s operations and business prospects; and

— our Group’s future plans

The words ‘“believe”, “intend”, “‘anticipate”, ‘“‘estimate”, “plan”, “potential”, “will”, “would”,
“may”, “should”, “expect”, “seek™ and similar expressions, as they relate to our Group, are intended
to identify a number of these forward-looking statements. All statements (other than statements of
historical facts included in this prospectus), including statements regarding our Group’s strategy, plans
and objectives of management for future operations, are forward-looking statements. These forward-
looking statements reflect our current view with respect to future events, but they are not a guarantee of
future performance and are subject to certain risks, uncertainties and assumptions, including the risks
factors as disclosed under the section headed “Risk factors” and elsewhere in this prospectus. One or
more of these risks or uncertainties may materialise, or the underlying assumptions may prove to be
incorrect. Although our Directors believe that our current views as reflected in those forward-looking
statements based on currently available information are reasonable and that our Directors have exercised
due care in expressing our views, including the forward-looking statements, in this prospectus, we can
give no assurance that those views will prove to be correct, and the investors are cautioned not to place
undue reliance on such statements.

Subject to the requirements of the Listing Rules or the applicable laws, we undertake no obligation
to publicly update or revise any forward-looking statements contained in this prospectus, whether as a
result of new information, future events or otherwise. As a result of these and other risks, uncertainties
and assumptions, the forward-looking events and circumstances discussed in this prospectus might not
occur in the way we expect. All forward-looking statements contained in this prospectus are qualified by
reference to this cautionary statement.
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RISK FACTORS

You should carefully consider all of the information set out in this prospectus, including the
risks and uncertainties described below before making an investment in the Offer Shares. You should
pay particular attention to the fact that we are incorporated in the Cayman Islands and that a
substantial part of our Group’s operations are conducted in the PRC and are governed by a legal and
regulatory environment that differs from that prevailing in other countries. Our business, financial
condition and results of operations could be materially and adversely affected by any of these risks.
The trading price of the Shares could decline due to any of these risks, and you may lose all or part
of your investment.

RISKS RELATING TO OUR BUSINESS AND OPERATIONS

Our largest supplier accounted for over 70% of our total purchases throughout the Track Record
Period. If our relationship with it deteriorates or terminates, our business and results of operations
would be adversely affected.

During the Track Record Period, we procured most of the medical imaging film products from
Honghe Group. For each of the three years ended 31 December 2021 and the six months ended 30 June
2022, our purchase from Honghe Group amounted to approximately RMB91.8 million, RMB84.5
million, RMB94.5 million and RMB37.0 million, respectively, representing approximately 83.1%,
77.0%, 73.8% and 73.0% of our Group’s total purchase for the relevant period, respectively. For
information on the reasons for and other details of our relationship with Honghe Group, please refer to
the section headed “Business — Our Suppliers — Relationship with Honghe Group” in this prospectus.

We have entered into a framework distribution agreement with Honghe Group for the supply of
medical imaging film products for a term of ten years. However, there is no assurance that we are able
to maintain business relationship with Honghe Group or there may be unfavourable changes in our
current arrangement, such as a substantial reduction of its volume of supply to us or an unexpected
termination of its relationship with us for any reason. If Honghe Group terminates or does not renew the
agreement with us, we cannot assure that we can continue to source the aforesaid medical imaging film
products from it. If we are unable to do so, our performance and financial results would be materially
and adversely affected.

The stability of operations and business strategy of Honghe Group which are beyond our control
will also affect us. Any material disruption to its operations due to natural or other causes, such as
weather, riots, natural disaster, fire or other technical and mechanical problems could adversely affect
our inventory levels and results of operations could be adversely affected. If Honghe Group changes its
business strategy substantially, for instance, with regards to its brand management, distribution channel
and geographical coverage, it could reduce its volume of supply to or cease business relationship with
us, which could in turn materially affect our volume of business and performance.

Also, if the distributorship relationship between the Medical Imaging Products Manufacturer and
Honghe Group are terminated for any reasons which renders Honghe Group unable to provide any
medical imaging film products manufactured by the Medical Imaging Products Manufacturer to us, our
business relationship with Honghe Group may be adversely affected, in which case our performance and
financial results would be materially and adversely affected.
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RISK FACTORS

Any insufficient supply and fluctuations in inventory levels due to a substantial reduction of
volume of supply by Honghe Group and our failure to obtain substitutes of products could impact our
ability to provide products and services to our customers in a timely manner and harm our reputation,
which could in turn result in lost sales opportunities or delayed revenue as potential customers could
turn to competitors’ services that are readily available.

There can be no assurance that we will be able to source the medical imaging film products on
similar terms under which we sourced from Honghe Group during the Track Record Period or on
commercially acceptable terms, particularly so when we source from a new supplier with whom we have
yet to develop a strong and mutually dependent business relationship. If we fail to secure any new brand
or if the new brand fails to generate sufficient sales due to ineffective marketing strategies or other
reasons, our revenue will be materially and adversely affected.

Our business operation, financial results and our cashflow may be adversely affected if the “Two
Invoice System” is fully implemented in medical imaging films industry in Shandong Province.

As part of the measures for the PRC healthcare system reform, the State Council together with
seven other central government departments (including the NHFPC and the State Administration of Food
and Drug) jointly issued the Notice on Opinions on the Implementation of the Two Invoice System in
Drug Procurement by Public Medical Institutions (for Trial Implementation) (€[ 7523 37 B e A i 45
BRI P AT W 22 0 A B = L (G4T))) on 26 December 2016. Pursuant to the above notice, public
medical institutions are required to implement the “Two Invoice System” for drug procurements
gradually and encourage other medical institutions to promote the same with an aim to promote the
“Two Invoice System” across the nation by 2018. The aim of the “Two Invoice System” is to only
allow a maximum of two invoices to be issued in the value chain with the first invoice to be issued by
manufacturers to distributors and the second one to be issued by distributors to hospitals and healthcare
institutions.

On 5 March 2018, six government departments including the National Health Commission and
MOF jointly issued the Notice on Consolidating the Achievements of Cancelling Drug Markups and
Deepening Comprehensive Reforms in Public Hospitals (<[ 2 [& 85 B DA 25 4 55 R R R 1 2 5 5
Bi%r A MU R4 AN )), which stipulates the implementation of the centralised purchase of high value
medical consumables, and that the “Two Invoice System” in relation to high-value medical consumables
shall be gradually implemented. According to the General Office of the State Council issued the Notice
on Printing and Distributing the Reform Plan for the Management of High-value Medical Consumables
CBERAENE: QRIS EBAFEM MCE %) M%) issued on 19 July 2019, high-value medical
consumables refer to the medical consumables that are directly used for human bodies, and are strictly
required for safety, and are in great clinical demand and priced relatively high, and can impose heavy
burdens on patients for affording them. On 30 September 2019, ten local government departments of
Shandong Province including Health Committee of Shandong Province (Il & A4 {#HEZ B ) (the
“Health Committee”’) issued the Notice on “Two Invoice System” Implementation Plan in Medicines
Procurement by Public Medical Institutions in Shandong Province (B ENEE (1L BR 35 /N 37 B8 e 6 2
i PR AT < W SR > B M /7 %) MUHEAT)), which stipulates that all public medical institutions in
Shandong Province shall implement the “Two Invoice System” on the procurement of drugs from 30
October 2019. As at the Latest Practicable Date, according to the Health Committee, Shandong Province
was yet to implement the “Two Invoice System” on the procurement of high-value or low-value medical
consumables and it has no concrete plan to implement the “Two Invoice System” on the procurement of

— 35 -



RISK FACTORS

medical consumables in Shandong Province. As advised by our PRC Legal Advisers, the Health
Committee is the competent authority to consult with in respect of the implementation of the “Two
Invoice System” in Shandong Province. Please refer to the section headed ‘“Regulatory Overview —
Two Invoice System” in this prospectus for more details on the implementation of the “Two Invoice
System” in the PRC and please refer to the section headed “Business — Two Invoice System —
Potential impacts of the “Two Invoice System” on our business operation” in this prospectus for more
details on the PRC Legal Advisers’ views that the Health Committee is the competent authority to
consult with the implementation of the “Two Invoice System”.

Given other provinces such as Anhui Province and Fujian Province have implemented “Two
Invoice System” on high-value medical consumables as at the Latest Practicable Date, the
implementation of such policy in Shandong Province may be faster than expected. For details of the
regulatory development regarding the implementation of the “Two Invoice System” for each of the
provinces in the PRC at the Latest Practicable Date, please refer to the section headed “Regulatory
Overview — Laws and Regulations relating to Medical Devices — Two Invoice System” in this
prospectus.

Except for our self-branded products and our provision of maintenance services, we sourced
medical dry laser films and self-service film output printers from Honghe Group, the Tier-1 distributor
of the Medical Imaging Products Manufacturer in Shandong Province as at the Latest Practicable Date.
Please refer to the paragraph headed “Business — Two Invoice System” in this prospectus for a detailed
analysis on the potential impact of the “Two Invoice System” on our current business operation. In the
event that the “Two Invoice System” is fully implemented, our sale of medical imaging films and self-
service film output printers of the Medical Imaging Products Manufacturer will possibly to be counted
as the third invoice which is not permitted under the “Two Invoice System”, and we may have to
discontinue such mode of business operation. During the Track Record Period, our revenue attributable
to the sale of medical imaging film and self-service film output printers of the Medical Imaging
Products Manufacturer were approximately RMB114.8 million, RMB131.0 million, RMB142.1 million
and RMBG63.4 million, respectively, representing approximately 89.1%, 75.8%, 72.1% and 68.4% of the
total revenue of our sale of medical imaging film products business and approximately 81.5%, 71.1%,
67.3% and 64.3% of our total revenue for the same periods, respectively. In the event that the “Two
Invoice System” is fully implemented, our Group’s business operation and financial performance going
forward may be adversely affected.

For further details, please refer to the section headed “Business — Two Invoice System” in this
prospectus.

Rapid changes in the medical imaging industry may render the traditional medical imaging films
market be completely phased out and the products we distribute obsolete. If we fail to effectively
respond or adapt to market changes for our products, our business, financial position and
prospects could be materially and adversely affected.

During the Track Record Period, we derived a significant proportion of our total revenue from our
sale of medical imaging film products. Our sale of medical imaging film products accounted for
approximately 91.5%, 93.7%, 93.3% and 94.1% of our total revenue for the three financial years ended
31 December 2021 and the six months ended 30 June 2022. We cannot assure that our future sales of
our medical imaging film products will generate revenue and profit at a level comparable that of our
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historical sales. If the market demand for medical imaging film products decreases in the future or if we
fail to develop or distribute new medical imaging film products which appeal to our customers, our
business and financial position could be adversely affected.

The medical imaging industry is characterised by rapid changes in technology, constant
enhancement of industrial know-how and frequent emergence of new products. Future technological
improvements and continual product developments in the medical imaging industry may render existing
products distributed by us obsolete or affect our viability and competitiveness. Therefore, our future
success will largely depend on our ability to: (i) diversify the portfolio of products we distribute; and (ii)
source and develop new and competitively priced products which meet the requirements of the
constantly changing market. If we fail to respond to this environment by sourcing or developing new
products in a timely fashion, or if the products we distribute do not achieve adequate market acceptance,
our business and profitability may be materially and adversely affected.

Moreover, the healthcare systems in developed countries started the shift from traditional medical
imaging films to digital films for over two decades, and digitisation in medical imaging has since
gradually become a global trend. Presently, medical imaging results along with other patient information
are usually stored in medical institutions database and could be accessed online by physicians and
patients through patient portal, where the patients can still request hard copies of their medical imaging
examination results for purposes such as transferring between medical institutions. The shift to digital
films mainly is to facilitate digital storage, access, and transmission of medical imaging data for
purposes such as remote consultation and diagnosis. As a result, traditional medical imaging films may
be subject to a significant decrease in demand due to digitisation in these developed countries and the
traditional medical imaging films market may be completely phased out.

According to “Opinions of the General Office of the State Council on Promoting the Development
of “Internet + Medical Health” (BB HEA BER A 24 [ B A0+ B0 e | BB E R
promulgated by the General Office of the State Council in 2018 and ‘“Notice on Accelerating the
Mutual Recognition of the Examination Results™ (10 ZZ 75 A= fa FfE 23 H 23 B BRI i DR 4 A 4 A B 45 SR .
70 LAERY#E%N) published by the National Health Commission in 2021, the PRC government called for
the construction of the national and regional health platform, through the establishment of medical
institutions examination database including ‘“medical imaging cloud films” serving as the source of
database, in order to promote the sharing of examination data, to achieve the interconnection and mutual
recognition of examination data between medical institutions in the same region. Such an encouragement
of the use of medical imaging cloud films by the PRC government may demonstrate an inevitable trend
for hospital and/or medical institutions to shift from traditional medical imaging film products to
medical imaging cloud films at both state and provincial levels, including Shandong Province.

In the event of the full replacement of traditional medical imaging film products with medical
imaging cloud films at both state and provincial level, the market demand of our medical imaging film
products may be significantly reduced and accordingly, our business and financial position derived from
the traditional medical imaging film products business segment may be adversely affected.

The medical imaging cloud services market in China is highly competitive. Leveraging on their
established cloud storage platforms and their competent research and development technical staff, some
large-scale cloud services providers may be strategically focused on growing their customer base of
medical imaging of cloud services even they incurred significant losses during the provision of medical
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imaging cloud services. Hence, we cannot ensure our medical imaging cloud services can compete with
other large-scale cloud services providers with abundant financial resources and significant cost
advantage. Further, we cannot ensure our medical imaging cloud services can fulfil our customer’s
requirement and survive in the industry competitor if we fail to anticipate future changes in relation to
the technological advancement or implement our plans in response to such changes (for example,
compete with other medical imaging cloud services providers). In such case, our business and
profitability may be materially and adversely affected.

Our customers may have stringent requirements on supplier selection, technical competence,
product quality and timing of delivery. We cannot assure you that we will be successful in continuing to
meet their selection criteria, fulfil the required technical standards, maintain our product quality to their
satisfaction or deliver our products to them in accordance with the agreed delivery schedule. If any of
these factors materialises, we may lose our customers and business opportunities, and our business,
financial position and prospects could be materially and adversely affected.

Our business depends on the level of activity and growth in the medical imaging industry in
Shandong Province.

Our customers are generally hospitals and healthcare institutions in Shandong Province. During the
Track Record Period, all of our revenue were derived from our sales in Shandong Province. As our
medical imaging film products and medical imaging cloud services are principally sold in Shandong
Province, the demand for our products and services is predominantly dependent on the level of activity
and growth in the medical imaging industry in Shandong Province, which in turn depends on factors
such as general economic conditions, government policy, GDP growth, fixed asset investment, consumer
confidence, inflation and demographic trends in Shandong Province. Our lack of geographical diversity
exposes us to risks associated with fluctuations in the political and economic conditions of Shandong
Province.

We have historically benefited from the growth in the economy of Shandong Province. We cannot
assure you that the GDP, fixed asset investment or the demand for medical imaging film products and
medical imaging cloud services in Shandong Province will continue to grow at historical rates, or at all.
Any slowdown in the growth of Shandong Province’s economy or a downturn in the medical imaging
industry in Shandong Province could affect the demand for our products, which in turn could have a
material and adverse effect on our business, financial condition and results of operations.

Failure to obtain, maintain or renew required government permits, licences and approvals could
materially and adversely affect our business, results of operations, financial position and growth
prospects.

In accordance with applicable PRC laws and regulations, we are required to obtain and maintain
different licences and permits for the sale of our products in the ordinary course of our business. Major
aspects of our operations are regulated by comprehensive local, regional and national regulatory
regimes. For example, pursuant to the applicable PRC laws and regulations, in addition to the
registration certificates, companies engaging in the operation and sale of medical devices are required to
obtain and maintain the Medical Device Business Operation Certificate (%485 7] 7). For
further details, please refer to the section headed “Regulatory Overview — Laws and Regulations
relating to Medical Devices” in this prospectus. Such permits, licences and certificates are subject to

periodic reviews and renewals by relevant government authorities, and the standards of such reviews and
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renewals may change from time to time. As at the Latest Practicable Date, as confirmed by PRC Legal
Advisers, all licences, permits and other necessary approvals required for our business operation are
current and valid. Please refer to the section headed ‘“Business — Licence and Permits” in this
prospectus for further details. We have never encountered any refusals or delays in renewing certain
licences, permits and/or approvals during the Track Record Period. However, there can be no assurance
that the authorities will approve our application for such permits, licences and certificates or their
renewals in the future. Failure to comply with the relevant regulations or any loss of or failure to renew,
obtain or maintain the relevant licences, permits and certificates necessary for our operations in the
future could lead to penalties, fines, governmental sanctions, proceedings and/or temporary or permanent
suspension of our business operation. If we fail to obtain, maintain or renew required government
permits, licences and approvals, our business, results of operations, financial position and growth
prospects could be materially and adversely affected.

Further, we intend to expand our value chain by diversifying our product offerings through the
offering of mobile X-ray system and high pressure injector. According to the PRC Legal Advisers, our
Group has to apply for the registration of the syringe of the high pressure injector as a Class III medical
device and the mobile digital radiography system and the equipment of the high pressure injector as a
Class II medical device and obtain the relevant medical device registration certificates before the launch
of the products. For further details, please refer to the paragraph headed “Our Business strategies —
Horizontally expand our value chain by broadening our product offerings™ in the “Business” section. If
we cannot obtain the relevant certificates or permits under our business strategies as planned, we may
not be able to implement our business strategies and our future plan and our business, financial
condition and results of operation may be adversely affected.

Unpredictable regulatory changes may result in increased compliance costs or prevent our
successful development, manufacture or commercialisation of products in the PRC, which would
adversely affect our business, financial condition and results of operations.

The regulatory framework for the medical imaging industry in the PRC is constantly evolving, and
we expect it will continue to evolve. We cannot predict the likelihood, nature or extent of regulatory
changes that may arise from existing or future legislation in the PRC. Furthermore, if the interpretation
or implementation of the existing laws and regulations changes or new regulations come into effect, we
may be required to obtain additional permits, licences or certificates. There is no assurance that we will
respond successfully to such changes in a timely manner. Such changes may also result in increased
compliance costs or prevent our successful development or commercialisation of products in the PRC,
which would adversely affect our business, financial condition and results of operations.

Any disruption to the supply, increase in the prices, or quality or safety problems of our raw
materials could adversely affect our operation, turnover and profitability.

Our business requires a number of raw materials including medical imaging films, accessories,
packaging materials and equipment components. We rely on our suppliers to supply us with such raw
materials. We may experience shortage in the supply of certain raw materials, in particular such
specified raw materials, in the future due to various unforeseen events, which could materially and
adversely affect our operation and results of operations. If any supplier is unwilling or unable to provide
us with high quality raw materials in the required quantities or specifications and at acceptable prices,
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we may be unable to find alternative sources at commercially acceptable prices, on satisfactory terms, in
a timely manner, or at all. Our inability to find or develop alternative sources could result in delays or
reductions in operation, product delivery or a reduction in our profit margins.

We also cannot assure you that our suppliers will not intentionally or inadvertently contaminate
our raw materials or provide us with sub-standard raw materials that will adversely impact the quality of
our products. If we experience any quality or safety problems in relation to our raw materials, our
product quality may be adversely affected, and we may have to recall our products from the market and
we may be subject to product liability claims. Even though we may bring claims against the relevant
supplier for damages in such event, we cannot assure you that we will be able to obtain a judgment in
favour of us, which may in turn materially and adversely affect our competitive position, reputation and
business results.

We may fail to effectively manage our deliverers. Actions taken by our deliverers in violation of
the framework sales agreements could materially and adversely affect our business, prospects and
reputation.

Since it is the hospitals who select their deliverers in general, we have limited control over the
performance, operations and actions of our deliverers. We rely on the framework sales agreements and
the policies and measures we have in place to manage our deliverers, including their compliance with
laws, rules, regulations and our policies. For further details, please refer to the paragraph headed “Our
sales channels — Sales through deliverers” under the section headed “Business” in this prospectus. We
cannot guarantee that we will be able to effectively manage our deliverers, or that our deliverers would
not breach our agreements and policies. If our deliverers take one or more of the following actions, our
business, results of operations, prospects and reputation may be adversely affected:

—  breaching the framework sales agreements or our policies and measures, including by selling
products to customers other than their designated hospitals;

— failing to maintain the requisite licences, permits or approvals, or failure to comply with
applicable regulatory requirements when selling our products; or

— violating anti-corruption, anti-bribery, competition or other laws and regulations of China or
other jurisdictions.

Any violation or alleged violation by our deliverers of the framework sales agreements, our
policies or any applicable laws and regulations could result in the erosion of our goodwill, a decrease in
the market value of our brand and an unfavourable public perception about the quality of our products,
resulting in a material adverse effect on our business, financial condition, results of operations and
prospects.

Our prospects are dependent upon the successful commercialisation of new or improved products
that meet our customers’ needs.

Our ability to continue to develop and launch new and improved medical imaging products and
expand our product portfolio is crucial to our continued success, and the prospects of our business are
dependent upon the design, development and successful commercialisation of new medical imaging
products which meet the evolving customer demands and expectations in a timely manner. We cannot
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guarantee that we will be successful in developing new products or that we will be able to identify
promising product development opportunities. Development of new products and technologies and
improvements of existing products and technologies require substantial technical, financial and human
resources. For further details, please refer to the section headed “Business — Research and
Development” in this prospectus. However, the research and development process could be costly and
time-consuming and there is no assurance that such costs will be accepted by our customers or we can
complete our research projects within the anticipated timeframe. Any failure of these new products could
have a material adverse effect on our financial performance and our reputation.

In addition, medical imaging technology is a fast-developing field with new breakthroughs being
made and new treatments and technologies being developed frequently, and there is no assurance that we
will always be able to respond to emerging market trends and introduce new products in a timely and
effective manner. We cannot assure you that the results of our research and development projects will
always lead to successful development of any new products and there may be a lack of market demand
for such products. Such research and development projects, and other similar arrangements we may enter
into in the future, could have the effect of limiting our ability to develop and commercialise new
products. Moreover, our competitors may launch new and competing products ahead of us or market
such products in a more effective manner, or our end customers may prefer their products. If we are
unable to successfully and efficiently develop new products or expand our product line which meet
market requirements and achieve market acceptance, we may not be able to retain or attract customers or
generate revenue, and our business and financial condition may be materially and adversely affected.

Our medical imaging cloud service is still in a growing stage with relatively small revenue
contribution.

We tapped into the medical imaging cloud services market by providing hospitals and healthcare
institutions with medical imaging cloud services in 2017. For the three years ended 31 December 2021
and the six months ended 30 June 2022, revenue generated from the provision of medical imaging cloud
services amounted to approximately RMB11.9 million, RMB11.6 million, RMB14.2 million and
RMB5.9 million, accounted for 8.5%, 6.3%, 6.7% and 5.9% of our total revenue for the same periods,
respectively. As at 31 December 2019, 2020, 2021 and 30 June 2022, and the Latest Practicable Date,
the number of customers subscribing for our cloud services was 42, 51, 53, 53 and 55, respectively.

The relatively small contribution of our medical imaging cloud services makes it difficult for us to
assess our prospects or forecast our future results with respect to such business, which may be subject to
many factors beyond our control. We cannot guarantee you that in the future, we will able to secure
popularity from our potential customers. If our medical imaging cloud services do not gain sufficient
popularity or any future technology arise which is able to replace our medical imaging cloud services,
our business and results of operation may be adversely affected.

Certain of our revenue is derived from contracts awarded through competitive tendering which are
non-recurring in nature and there is no guarantee that we will succeed in the tender process or our
customers will award new contracts to us in the future.

For the three years ended 31 December 2021 and the six months ended 30 June 2022,
approximately 0.8%, 7.5%, 20.2% and 22.8% of our revenue were generated from tendering,
respectively, and our tender success rates were approximately 60.0%, 70.0%, 80.0% and 100% for the
same period. There is no assurance that we will be invited to or are made aware of the tendering process
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or that we will succeed in the tender process in the future. There is also a risk that our Group may not
be awarded with new contracts by customers upon the expiry of the contracts on hand and there is no
assurance we will be able to maintain or increase our success rate in obtaining tender and quote in the
future. In the event that we are unable to secure new contracts, our results of operations, financial
condition as well as business prospects may be materially and adversely affected.

The track record of our self-branded medical imaging film products is relatively short.

We started to supply our self-branded medical imaging film products in Shandong Province in
2018. The sale of medical imaging film products of our own brand constitute approximately 9%, 19%,
28% and 32% of our revenue under the medical imaging film products business segment during the
Track Record Period.

The relatively short operating history in our self brand makes it difficult to evaluate the prospects
and financial results of generated therefrom. We face certain risks related to our self brand, including,
we may not able to successfully compete with other market players. If we are not able to meet the
challenges of building, marketing and managing our self-branded business, our business and profitability
may be adversely affected.

We currently do not own manufacturing facilities for our raw materials.

As at the Latest Practicable Date, we do not own manufacturing facilities for producing raw
materials. As a result, we rely on certain suppliers to supply us with raw materials and/or the finished
goods. Any failure to secure a stable supply for raw materials and/or finished goods from our suppliers
or on similar terms may adversely affect our business and results of operation.

We have limited control over the quality, availability and costs of our OEM manufacturers.

During the Track Record Period, we engaged OEM manufacturers for the provision of OEM
medical imaging film products. Our OEM manufacturers are specialised in the production of medical
imaging film products. During the Track Record Period, our OEM expenses incurred were approximately
RMB6.7 million, RMB14.1 million, RMB33.1 million and RMB13.3 million. We were responsible for
the standard of work provided by our OEM manufacturers. In order to control and ensure the quality and
progress of their products, OEM manufacturers were evaluated based on, among others, (i) its
infrastructure and production capacity; (ii) licences held; (iii) financial condition; and (iv) its ability to
meet the specific quality and quantity for medical imaging film products. To monitor our OEM
manufacturers and to ensure their service quality is up to standard, we implement stringent quality
requirements on the products. For details, please refer to the section headed “Business — Our Suppliers
— OEM manufacturers” in this prospectus.

Our Directors confirm that the Group did not receive any material claims or complaints by our
customers in respect of the quality of our products produced by our OEM manufacturers nor experience
any material delay in the provision of products by our OEM manufacturers which has caused disruption
to our Group’s operation during the Track Record Period. However, despite the regular monitoring and
quality checks on the performance of our OEM manufacturers, we may not be able to monitor our OEM
manufacturers as closely and as effectively as our own staff. We cannot assure you that each of our
OEM manufacturers has the level of skill and competence required by us. If the products produced
rendered by the OEM manufacturers are not timely delivered or where product defect arises, we may
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incur extra costs in carrying out replacement or subsequent maintenance and remedial work. Extra costs
may also be incurred for engaging alternative OEM manufacturers or to compensate our customers,
which in turn would affect our results of operations and profitability.

If our customers fail to comply with the applicable laws and regulations governing public tenders
in the PRC, our business, financial conditions and results of operations may be adversely affected.

The Law of the PRC on Government Procurement (W 3E A R ILANEBUFRIEED)) (the
“Procurement Law”’) promulgated by the Standing Committee of the NPC on 29 June 2002 and last
amended and implemented on 31 August 2014 sets forth a set of mandatory public procurement
requirements that certain public institutions including public hospitals have to follow. Therefore, certain
of our customers are required to participate in the procurement process pursuant to the Procurement
Law. For details of the Procurement Law, please refer to the paragraph headed ‘“Procurement of Medical
Devices by public hospital and healthcare institutions” under the section headed “Regulatory overview”
in this prospectus. Our Directors confirm that, during the Track Record Period, our Group had not
experienced incident that our customers did not comply with the mandatory public procurement
requirement which had materially affected our Group. Nonetheless, we cannot assure you that our
customers are presently or will always be in compliance with the applicable PRC laws and regulations
regarding procurement process. As advised by our PRC Legal Advisers, if any of our customers fails to
comply with the mandatory public procurement requirement, the relevant unperformed sales contract
may be rendered invalid, which may lead to our failure to collect the payment under the relevant
contract and would adversely affect our business, financial condition, results of operations and
prospects.

If the PRC government decides to impose price control on our products or services, our business,
profitability, results of operations and prospects would be materially and adversely affected.

There is currently no price control imposed by the PRC government in relation to our medical
imaging film products and medical imaging cloud services distributed or sold in the PRC whereas the
prices of certain pharmaceutical products sold in the PRC, primarily those included in the national and
provincial medical insurance catalogue, are subject to price controls mainly in the form of fixed prices
or price ceilings. Manufacturers and distributors cannot set the actual price for any given price-
controlled product above the price ceiling or deviate from the fixed price imposed by the government.

In the recent years, the PRC government has been making continuous and increasing efforts in
stepping up the healthcare system reform. We are unable to predict any future changes to the price
control policy to be adopted by the PRC government in our industry. In the event of any changes in such
policy resulting in all or some of our products and services being subject to price control, our business,
profitability, results of operations and prospects would be materially and adversely affected.

If we fail to maintain or obtain applicable regulatory clearances or approvals for our existing or
new products, or if such clearances or approvals are delayed, we will be unable to commercially
distribute and market our products at all or in a timely manner, which could significantly disrupt
our business and materially and adversely affect our sales and profitability.

The sales and marketing of our products are subject to regulation in the PRC. The processes for
obtaining regulatory clearances or approvals can be lengthy and expensive, and the results are
unpredictable. In addition, the relevant regulatory authorities may introduce additional requirements or
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procedures that have the effect of delaying or prolonging the regulatory clearance or approval for our
existing or new products. If we are unable to obtain clearances or approvals needed to market existing or
new products, or obtain such clearances or approvals in a timely fashion, our business would be
significantly disrupted, and our sales and profitability could be materially and adversely affected.

If we fail to maintain an effective quality assurance and control system, our business could be
materially and adversely affected.

We place great emphasis on product quality and adhere to stringent quality assurance and control
measures. To meet our customers’ requirements and expectations on the quality and safety of our
products, we have adopted quality control procedures to implement stringent measures from procurement
of raw materials and equipment to completion and inspection of our products to ensure that our
operation is strictly monitored and managed. Please see the section headed “Business — Quality Control
and Assurance” for further information.

Failure to maintain an effective quality control and assurance system or to obtain or renew our
quality standards certifications may result in a decrease in demand for our products, or product return or
loss of purchase orders from our customers. Moreover, our reputation could be impaired. As a result, our
business and results of operations could be materially and adversely affected.

We are subject to product liability exposure and have limited insurance coverage. Any product
liability claims or safety-related regulatory actions could require us to pay substantial damages,
harm our reputation and materially and adversely affect our business, financial condition and
results of operations.

Our products are used in the medical and healthcare field. Accordingly, our products expose us to
potential product liability claims if their use causes or is alleged to have caused adverse effects. Product
liability claims against our products may include allegations of defects in design and manufacturing,
improper handling or transportation of products, negligence, strict liability and a breach of warranties.
We may be subject to product liability claims if our products have latent quality issues that were
undetected during our inspections and quality control. Even if our products do not have latent defects,
other factors that are out of our control, such as the quality and skill of physicians using our products,
may affect the safety and performance of our products. Patients may still initiate legal proceedings
against us under such circumstances, and the hospitals and physicians may claim, with or without merit,
that our products have latent defects. Regardless of the merits or eventual outcome, liability claims may

result in:
° decreased demand for our products;
° damage to our reputation;
° losses of financial resources and consuming the time and attention of our management to
defend the related litigation;
° diversion of management’s time and our resources;

° substantial monetary compensation to trial participants or patients;
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° product recalls, withdrawals or marketing or promotion restrictions;
° loss of revenue;

° the inability to commercialise our pipeline products; and

° a decline in our Share price.

Any product liability claim or regulatory action, with or without merit, could be costly and time-
consuming to defend. If the product liability claims were successful, we may be required to pay
substantial damages. Further, in any such event, our business, financial condition and results of
operations would be adversely and materially affected.

If we fail to accurately project demand for our medical imaging film products, we may encounter
problems of inadequate supply or oversupply, which would materially and adversely affect our
financial condition and results of operations, as well as damage our reputation.

Our customers typically order our medical imaging film products by purchase order. We project
demand for our medical imaging film products and formulate our operation and procurement plan
primarily based on the existing inventory level, customer demand based on estimates and confirmed
sales orders provided by the sales department and market conditions. Lack of significant order backlog
and the fluctuating sales and purchasing cycles of our customers, however, make it difficult for us to
project future demand accurately at all times.

It is difficult for us to accurately project the demand of our medical imaging film products as
adequate information, on which we base our projections, may not be available. If we overestimate the
demand for our products, we may purchase more raw materials or finished goods than required. But if
we underestimate such demand, our suppliers may have inadequate raw materials or product inventories,
which could interrupt our manufacturing and delay delivery and could result in lost sales. Our inability
to accurately predict the demand for our medical imaging products and to meet such demand in a timely
manner could materially and adversely affect our financial conditions and results of operations as well
as damage our reputation and corporate brand.

We recorded negative operating cash flows during the Track Record Period.

We had negative cash flow from operating activities of approximately RMB2.3 million for the six
months ended 30 June 2022, which was primarily the result of the increase of RMB29.8 million in trade
and bills receivables because most of the trade receivables were not fall due for the sales we made in the
previous year, while we continued to record sales during the six months ended 30 June 2022. For further
information, please refer to “Financial Information — Discussion of certain items from the consolidated
statements of financial position — Trade and bills receivables” and ‘“Financial Information — Liquidity
and Capital Resources™.

Although we believe that the negative cash flow from operating activities for the six months ended
30 June 2022 is temporary, and that we are able to improve our cash flow during the ordinary course of
business in the subsequent period, given our liquidity management measures in place, we cannot assure
you that we will be able to generate positive cash flows from operating activities in the future. Our
liquidity and financial condition may be materially and adversely affected should our future operating
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cash flow remain negative, and we cannot assure you that we will have sufficient cash from other
sources to fund our operations. If we resort to other financing activities to generate additional cash, we
will incur additional financing costs and we cannot guarantee that we will be able to obtain the financing
on terms acceptable to us or at all.

We may not be able to efficiently manage our inventory risks.

For the three years ended 31 December 2021 and the six months ended 30 June 2022, our Group’s
inventories were approximately RMB34.2 million, RMB21.6 million, RMB12.6 million and RMB3.4
million respectively. We depend on our demand forecasts to make operation decisions and to manage
our inventory.

During the Track Record Period, our Group was able to maintain a reasonable inventory level of
finished goods of approximately one to three months to ensure sufficient products in stock to meet our
sales projection and the demand of our customers. For the three years ended 31 December 2021 and the
six months ended 30 June 2022, our Group’s average inventory turnover days were 110 days, 85 days,
46 days and 25 days, respectively. However, we cannot guarantee that we will be able to maintain a
proper level of inventory for our products and raw materials. In the event that the amount of sales orders
from our customers differs significantly from what we purchase from our suppliers or in the quantities
we expect, our inventory level might increase or decrease to an excessive level. Inventory levels in
excess of product demand may result in inventory write-downs, expiration of products and increase in
inventory holding costs. Conversely, we may experience inventory shortages if we underestimate the
demand for our medical imaging products, which may result in unfilled orders and have a negative
impact on our relationship with customers. Further, there is no assurance that our customers will not
return the products placed with us due to the change of their technical specifications or requirements of
the products including brands and sizes of medical imaging films and if it happens, we may not be able
to resell those products or to sell them in time before their respective expiry dates. If any of these events
happen in the future, our financial condition and cash flow could be materially and adversely affected.

Our sales may be materially and adversely affected by the delay in the delivery of our products to
customers or poor handling by third-party transportation service providers.

We have a logistic team and two self-owned vehicles specifically used for delivering and
transporting the products from our warehouse to destinations designated by our customers. During the
Track Record Period, we only engaged one logistics company to deliver our products to customers. For
details, please refer to the section headed “Business — Logistical Arrangements” in this prospectus.
Our timely delivery depends on, among others, the service quality of our transportation teams and the
third-party transportation service providers. Any failure to provide timely delivery may have a material
adverse impact on our business operations and reputation, as well as exposing us to potential contractual
claims with our customers. In such events, we may not be able to seek full indemnity from the third-
party transportation service providers or enforce in full any favourable judgements obtained. Further, we
may also be obligated under the respective service contracts with our customers to compensate them for
any loss or damages incurred due to our failure to comply with the contract terms. Any contractual
disputes for material breaches by our transportation team or third-party transportation service providers,
which may arise in the future, may severely affect our business operations and divert our management
attention and resources.
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We may not be able to price our products at our desired margins or sustain the average selling
prices of our products as a result of any decrease in our bargaining power or changes in market
conditions.

We set prices for our products primarily based on the estimated costs. For further details, please
refer to the paragraph headed “Pricing and Settlement Terms” under “Business” section. Our ability to
set favourable prices at our desired margins and to accurately estimate costs, among other factors, has a
material impact on our profitability, particularly for our business. For the three years ended 31
December 2021 and the six months ended 30 June 2022, our gross profit margin was approximately
33.0%, 33.4%, 35.9% and 40.2%, respectively.

We cannot assure you that we will be able to maintain our pricing power or the average selling
price of our products or that our gross profit margin will not be driven down by market conditions or
other factors. In the event that we face higher pricing pressure due to intensified competition from other
suppliers, continued decrease in prices to our customers in the end market or any other reasons, or if we
otherwise lose bargaining power due to weaker demand for our products, we may need to lower the
prices and margins of our products. Moreover, we may not be able to accurately estimate our costs or
pass on all or part of any increase in our costs of sales, in particular the costs of raw materials to our
customers. As a result, our results of operations could be materially and adversely affected.

Furthermore, we are vulnerable to increases in the prices of raw materials. The prices of our raw
materials are determined principally by market forces and our bargaining power against our suppliers.
For a discussion of changes in our raw material costs during the Track Record Period, please see the
section headed “Financial Information — Key Factors Affecting our Results of Operations and Financial
Condition — Fluctuation in cost of our raw materials and reliance on our largest supplier”. Raw
material prices may fluctuate as a result of inflation and other factors in the future. We may not be able
to offset all the increase in their prices by raising the prices of our products. Moreover, we may lose our
competitive advantage if the prices of our products increase significantly. If the prices of raw materials
increase in the future and we cannot pass on such increases to our customers, we may not be able to
maintain our current gross profit margins, and our business and results of operations may be materially
and adversely affected.

We may not be able to fulfil the minimum purchase commitment required by our suppliers.

During the Track Record Period, we entered into certain distribution agreements with our
suppliers. Under such agreements, we are required to meet minimum monthly and/or yearly purchase
commitment. For details, please refer to “Business — Our Suppliers — Salient terms of the typical
distributionship agreements with the distributors of medical imaging film products”. Although we have
fulfilled the minimum purchase commitment during the Track Record Period, we could not guarantee
that we will be able to do so in the future. Should we fail to meet the minimum purchase commitments,
our suppliers are entitled to terminate the distributorship in accordance with the terms of the distribution
agreements. Any disruption in the supply of medical imaging films and equipment would limit our
ability to meet our customers’ demand, increase the cost of purchasing medical imaging films and
printers and may adversely affect our financial condition and results of operations and have a negative
impact on our reputation.
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Failure to manage our growth could strain our managerial, operational and financial resources,
which could materially and adversely affect our business, financial condition, results of operations
and prospects.

Our current business strategy includes, among others, expand our customer base and strategic
acquisition. Executing these components of our strategy could place considerable strain on our
managerial, operational and financial resources. In particular, the management of our growth will
require, among other things:

° strengthening of financial and management controls in an efficient and effective manner;
° enhancement of information technology systems;

° increased marketing, sales and sales support activities;

° continued enhancement of our research and development capabilities;

° raising adequate capital to fund our operations; and
° hiring and training of new personnel.

If we are unable to effectively manage our growth and implement these components of our
business strategy, our business, financial condition, results of operations and prospects would be
materially and adversely affected.

Our business and financial performance will be materially and adversely affected if we cannot
maintain good relationships with, and provide high quality products and services to, our
customers.

Our growth and future success are reliant upon our ability to maintain good relationships with our
customers by further diversifying our product and services portfolio and solidifying our market position.
Our ability to maintain good relationships with existing customers and attract new customers depend
significantly on, among others, our ability to (i) continuously anticipate and effectively respond to
changing customers’ demands and preferences; (ii) anticipate and respond to changes in the dynamic
landscape of the medical imaging industry; (iii) identify and adopt evolving technologies to facilitate
customers’ purchasing or procurement experience with us; and (iv) develop and upgrade our products
and services that cater to the needs of our existing and potential customers. In the event that we cannot
(i) maintain good relationships with our customers; (ii) maintain or guarantee the high quality of the
products we distribute; or (iii) meet the needs of our customers (particularly the hospitals and healthcare
institutions), our business and financial performance will be adversely affected.

We may be exposed to payment delays and/or defaults by our customers which would adversely
affect our cash flows or financial results.

We grant a credit term of a maximum of 365 days to our customers while we are generally
required to make payment to our suppliers before the delivery of products to our customers. As at 30
June 2022, our Group had an aggregate trade and bills receivables of approximately RMB166.9 million.
Our Group’s trade receivables turnover days for the three years ended 31 December 2021 and the six
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months ended 30 June 2022 were approximately 179 days, 149 days, 181 days and 251 days
respectively. On the other hand, the trade payables turnover days for the three years ended 31 December
2021 and the six months ended 30 June 2022 were approximately 1 day, 4 days, 24 days and 41 days,
respectively. Our trade receivables amounted to approximately RMB66.6 million, RMB84.7 million,
RMB125.6 million and RMB149.6 million as at 31 December 2019, 2020 and 2021 and 30 June 2022,
respectively, while our impairment losses on trade receivables amounted to approximately RMB 104,000,
RMB122,000 and RMB124,000 for each of the years ended 31 December 2019 and 2020 and the six
months ended 30 June 2022, respectively. We recorded a reversal of impairment losses on trade
receivables of approximately RMB73,000 for the year ended 31 December 2021. Any significant
difference in the trade receivables turnover days and trade payables turnover days or in the event our
customers defaults in their payment may lead to cash flow mismatch and have a negative impact on our
Group’s working capital sufficiency.

Our liquidity and operational cash flows may be materially and adversely affected if the trade
receivables cycles or collection periods lengthened or if we encounter a material increase in the default
of payment from customers. We cannot assure you that our customers will meet their payment
obligations on time or in full, or that our trade receivables turnover days will not increase. Any inability
on the part of our customers to settle or promptly settle the amount due to us may materially and
adversely affect our business, financial conditions and results of operations.

The data and information that we process in our software could be inaccurate, which could
compromise the service quality of our medical imaging cloud services we delivered and could in
turn harm our business, reputation, financial condition and results of operations.

Our software involves the processing of medical data and information which include, among other,
medical images and data and patient’s information. If any mistakes, inaccuracy or technical failures
associated with our software, including those caused by power loss, natural disasters, computer viruses
or hackers, network failures or other unauthorised tampering arise during the processing of these data,
interruptions in our ability to provide services to the hospitals or even medical accidents may occur. The
service quality of our medical imaging cloud services we delivered could be compromised and could in
turn harm our business, reputation, financial condition and results of operations.

Future acquisitions could expose us to risks that may have a material adverse effect on our
business, financial condition and results of operations.

We plan to acquire a company which possesses the technical know-how in developing a PACS
system and medical imaging cloud storage platform and a start-up company in Al healthcare industry,
which possesses the technical know-how in building an Al system and is currently developing or has
developed an Al system relating to forming a diagnosis as part of our business strategies. For further
details, please refer to the paragraphed headed “Our Business strategies — Enhance the delivery of our
medical imaging cloud services through strategic acquisition, obtaining the medical device registration
certificate and upgrade of our hardware and software” under the “Business” section.

However, we cannot assure that we will be able to identify suitable opportunities. We may face
fierce competition for high-quality medical imaging cloud storage software companies that could be our
potential targets for acquisitions and investment, and we may not be able to acquire suitable targets and
seek investment opportunities in a competitive market environment. Also, acquisitions involve inherent
risks and uncertainties, including, without limitation, potential ongoing financial obligations and
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unforeseen or hidden liabilities in connection with the acquisition targets, inability to apply our business
model or standardised business processes on the acquisition targets, failure to achieve the intended
acquisition objectives or benefits, diversion of resources and management attention from managing our
existing business operations, and increase in depreciation and amortisation costs arising from the
acquired property, plant and equipment and intangible assets as a result of the acquisition.

In addition, we may not be able to complete the acquisitions on terms favourable to us, in a timely
matter, or at all. As a result, our competitiveness and growth prospects could be materially and
adversely affected. Furthermore, we may face difficulties in integrating acquired operations as we
continue to expand our operations through acquisition. Such post-acquisition difficulties could disrupt
our business operations, distract our management or increase our operating expenses, any of which could
materially and adversely affect our business, financial condition and results of operations.

We intend to finance the acquisition by the net proceeds from the Global Offering, depending on
the amount of purchase price and commercial terms of the potential acquisition. For further details,
please refer to the section headed ‘““Future plans and use of proceeds”. If we fail to identify suitable
acquisition opportunities or fail to compete effectively for such acquisition opportunities with other
medical imaging companies, or our future acquisition transactions fail to consummate for other reasons
beyond our control, our proceeds from this Global Offering may not be effectively used.

Acquisition of other companies may result in goodwill recorded in our future consolidated
financial statements. However, if we fail to achieve our desired objectives with respect to our
acquisition, we may need to record impairment losses on our goodwill, which may materially and
adversely reduce our assets and impact our profitability that would, in turn, have an adverse effect on
our financial position and results of operations. Also, there is no assurance that such acquisitions would
yield the expected level of return.

We may be subject to fines as a result of unregistered lease.

As at the Latest Practicable Date, we leased two properties in Shanghai. Under PRC law, all lease
agreements are required to be registered with the relevant real estate administration bureaus. However,
as of the Latest Practicable Date, they had not been registered and filed with the relevant land and real
estate administration bureaus in the PRC. For further details, please refer to the paragraph headed
“Properties — Leased properties and property occupied by us for free — Failure to register leased
properties” under the “Business” section in this prospectus.

As advised by our PRC Legal Advisers, failure to complete the registration and filing of lease
agreements will not affect the validity of such leases or result in our being required to vacate the leased
properties. However, the relevant government authorities may impose a fine ranging from RMB1,000 to
RMB10,000. The aggregate amount of maximum fine will be approximately RMB20,000.

We cannot assure you that the other parties to our lease agreements will be cooperative and that we
can complete the registration of these lease agreements and any other lease agreements that we may
enter into in the future.
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Certain of our leased properties are not used for the permitted usage under the relevant building
ownership certificate and we may be subject to challenge, lawsuit or other actions taken against us
with respect to these properties.

As at the Latest Practicable Date, we leased two properties in Shanghai. The current usage of one
of our leased properties is inconsistent with its permitted usage. We currently use this premises as
warehouse while its permitted usage under the relevant title certificate is industrial. For further details,
please refer to the paragraph headed “Properties — Leased properties and property occupied by us for
free — Inconsistency with permitted use” under the “Business’ section in this prospectus.

We may be subject to challenge, lawsuit or other actions taken against us with respect to these
properties. We may be forced to relocate our operations on the affected properties. If we fail to find
suitable replacement properties on terms acceptable to us for the affected operations, or if we are subject
to any material liability resulting from third-party challenges for our lease of properties, our business,
financial condition and results of operations may be materially and adversely affected.

Cyber-security and privacy breaches may hurt our business.

Our software are rooted in the vast volume of healthcare data integrated for hospitals and the
different departments thereof. As of the Latest Practicable Date, we have not experienced incidents of
security breach. We cannot guarantee, however, that we and the hospitals will not experience cyber-
attacks of varying degrees, including attempts to attack the loopholes or bugs of our software and/or the
information technology systems of our customers, which may lead to a leakage of sensitive personal
medical information. The security measures we had may also be breached due to error, malfeasance or
otherwise of our employees or the hospitals’ employees. Additionally, outside parties may attempt to
fraudulently induce employees or doctors to disclose sensitive or account information in order to gain
access to the system, or may otherwise obtain access. Any such breach or unauthorised access could
result in significant legal and financial exposure, damage to our reputation and a loss of confidence in
the security of our solutions and services that could have an adverse effect on our business and results of
operations. Because the techniques used to obtain unauthorised access, disable or degrade service or
sabotage systems change frequently, we may be unable to anticipate these techniques or to implement
adequate preventative measures. If an actual or perceived breach of security occurs, the market
perception of the effectiveness of our security measures could be harmed, we could lose customers and
we may be exposed to significant legal and financial risks, including legal claims and regulatory fines
and penalties. Any of these actions could have a material and adverse effect on our business and results
of operations.

We may not be able to attract and retain our core management team and other key personnel for
our operation.

Our business growth largely depends on the continued contribution from, and our ability to retain,
our Directors, senior management and key personnel. In particular, we rely on the expertise and
experience of our founder, Mr. Meng, and our senior management in the industry, which is crucial to our
success. Our success also depends on our key personnel with extensive managerial, technical, research
and development or sales experience. We cannot assure you that the contribution of our founder and the
service of our senior management and key personnel will continue in the future. Should any of our
founder, current Directors, senior management or key personnel become unable or unwilling to work for
us, we may incur additional expenses to recruit and retain suitable replacements. In the event that we are
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unable to recruit new talents who have similar knowledge or experience, or if any of our founder,
Directors, senior management or key personnel joins our competitors or establishes a new company that
becomes a competitor, our business may be adversely affected.

The shortage of experienced and skilled labour may materially and adversely affect our business,
financial condition and results of operations.

We consider experienced sales personnel with strong product knowhow and product developers
with sophisticated research and developing capabilities, who are instrumental to our business
development, are not readily available in the market. There is no assurance that we are able to attract or
retain experienced sales personnel, product developers or skilled labour in a timely manner for our
existing and future operations at reasonable wages, or at all. If we fail to retain our existing staff, or
recruit sufficient sales personnel or skilled labour or locate suitable product developers with competitive
product developing experiences in a timely manner, our business and results of operations may be
adversely affected.

We are subject to PRC laws, rules and regulations on occupational health and safety and may be
exposed to liabilities and costs for occupational health and safety issues.

Our business is also subject to PRC laws, rules and regulations relating to occupational health and
safety for the medical imaging industry. For additional information regarding the Company’s compliance
with respect to health and work safety laws, rules and regulations, please refer to the section headed
“Business — Environmental, social and corporate governance” and ‘“Health and Work Safety” in this
prospectus. Companies in the medical imaging industry that fail to comply with applicable safety laws,
rules and regulations may be subject to fines, penalties or even suspension of operations. At the same
time, relevant governmental authorities may conduct safety inspections of the facilities regularly. The
timing and outcome of such safety inspections, nevertheless, is hard to predict since their standards are
somewhat obscure. Failure to pass the safety inspections may harm our corporate image, reputation and
the credibility of our management, and thus have a material adverse effect on our financial conditions
and results of operations.

We may not have sufficient insurance coverage to cover the risks relating to our operations.

Although we have not encountered any major accidents in the course of our operations during the
Track Record Period, there is no assurance that we will be able to prevent any unforeseeable accidents
in the future. We have procured the necessary insurance coverage. Please refer to the section headed
“Business — Insurance” in this prospectus for more details. Although there had been no material
insurance claims during the Track Record Period, we are exposed to such claims in the event that any of
our products are alleged to have caused property damage, accidental disclosure of patient information or
other adverse effects. Losses incurred or payments that we may be required to make as a result of the
above claims could have a material adverse effect on our results of operations if such losses or payments
are not adequately insured.
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Our business operations, reputation and financial performance may be adversely affected by our
employees’ wrongdoings.

As at the Latest Practicable Date, we had a total of 43 employees. Employee wrongdoings at
different operational levels may reduce the operational efficiency and disrupt our business performance
and may even result in violations of laws, third-party claims and regulatory actions against us causing
reputational or financial damage to us. There is no assurance that all of our employees will conduct their
duties at all times in good faith and in a manner which is in full compliance with the laws and our
internal policies.

We have designed and implemented policies and procedures to ensure that we, our employees and
customers comply with applicable anti-corruption laws. We cannot assure you that our employees and
customers will observe our policies and procedures at all times. If we are not in compliance with the
applicable anti-corruption laws, we may be subject to criminal and civil penalties and other remedial
measures, which could cause reputation damage and have a material and adverse impact on our business,
financial conditions or results of operations.

The PRC laws and regulations relating to incentive payments are not always clear. Hence, the
relevant governmental authorities may have considerable discretion in determining the misconduct with
respect to corruption under certain circumstances. If our employees and customers either knowingly or
unknowingly engage in corrupt or improper conduct in connection with the marketing, promotion or
sales of our services and products, our reputation and sales activities could be materially and adversely
affected.

We may be subject to intellectual property infringement claims and successful claims of
infringement could materially and adversely harm our business and reputation.

We operate in an industry in which we and our competitors or customers may utilise or own
similar technology and product designs. Consequently, both we, our competitors or customers may claim
intellectual property rights over the technology and product design used in our products. While we do
not believe our products infringe on the intellectual property rights of our competitors or any third
parties, we cannot assure you that any third parties may not raise a claim of intellectual property
infringement. Consequently, we may become subject to legal proceedings and claims relating to the
intellectual property rights of third parties. Legal proceedings involving intellectual property rights can
be expensive and time-consuming, and their outcomes are uncertain. Successful infringement claims by
third parties against us could subject us to substantial monetary liability, require us to obtain licences
(which we may not be able to obtain on commercially reasonable terms or at all), pay on-going royalties,
modify aspects of our technology and product design or subject us to injunctions prohibiting the sale of
products or the use of our technologies, which could materially and adversely harm our business and
reputation.

Unauthorised use of our brand name by third parties may adversely affect the value of our brand
name, reputation and business; legal actions to enforce our rights to our brand name may involve
significant costs and may divert our resources.

We regard our “Guanze Huiyi” (“EZEZ&”) brand name as critical to the success of our
business. Unauthorised use of our brand name by third parties may adversely affect the value of our
brand name, business and reputation, including the perceived quality and reliability of our products. We
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rely on trademark law to protect the value of our brand names. As at the Latest Practicable Date, we had
registered 15 trademarks and 43 registered software copyrights. Despite our precautions, we may be
unable to prevent unauthorised use of our brand names by third parties. In certain circumstances,
litigation may be necessary to protect our brand names. However, because the validity, enforceability
and scope of protection of trademarks in the PRC and overseas are uncertain and still evolving, we may
not be successful in prosecuting these cases. Further, litigation could also result in substantial costs and
diversion of our resources, and could disrupt our business.

We may not be successful in implementing our business strategy.

Our business objectives and strategies as set out in this prospectus are based on our existing plans
and intentions. However, our objectives and strategies are based on prevailing circumstances and the
development trends of our industry currently known to our Directors, the bases and assumptions that
certain circumstances will or will not occur, as well as the risks and uncertainties inherent in various
stages of development. There are significant challenges and uncertainties involved in our strategic plans,
including whether (i) we will be able to complete these plans on schedule and within the anticipated
budget, or at all; (ii) we will be able to generate anticipated revenues and profits from these plans to
cover our indebtedness, costs or contingent liabilities associated with such plans; and (iii) these plans
will be in line with the market demand and the national and local policies in the future. Our future
prospects should be considered in light of the risks, expenses and difficulties which may be encountered
by us in various stages of our development of business. We cannot assure you that we will be successful
in implementing our strategies or that our strategies, even if implemented, will lead to successful
achievement of our objectives. If we are not able to implement our strategies effectively, our business,
financial condition and results of operations may be adversely affected.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control in the
future may have a material adverse effect on our business, financial condition and results of
operations.

Our business is primarily subject to the general economic and social conditions in the PRC.
Natural disasters, epidemics and other acts of God which are beyond our control may adversely affect
the economy, infrastructure and livelihood of the people in the PRC. Our business could also be under
the threat of flood, earthquake, sandstorm, snowstorm, fire, drought, or epidemics such as the Severe
Acute Respiratory Syndrome, or SARS, the H5NI avian flu, the human swine flu, also known as
Influenza A (HIN1), or the novel COVID-19 outbreak. In response to the COVID-19 outbreak, the PRC
government has introduced a series of disease containment and treatment measures, as a result of which
business activities and hospital services in the PRC have been temporarily disrupted. Moreover, the
COVID-19 outbreak may have a negative impact on the local, national and global economy and financial
and market conditions. We cannot predict when the COVID-19 outbreak will become completely under
control and we cannot guarantee that the COVID-19 outbreak will not worsen. Having considered that
the past occurrences of epidemics, depending on their scale, have caused different degrees of damage to
the national and local economies in the PRC, the COVID-19 outbreak and any other public health crisis
in the PRC may result in disruptions to our operations, which in turn may adversely affect our financial
condition and results of operations.
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The positive impacts on our financial results due to the outbreak of COVID-19 may not be
sustainable.

During the Track Record Period, COVID-19 has no adverse impact on our financial results due to
the nature of our business. Our revenue increased from approximately RMB140.8 million for the year
ended 31 December 2019 to approximately RMB184.4 million for the year ended 31 December 2020 and
further increased to approximately RMB211.1 million for the year ended 31 December 2021, partly due
to an increase in clinical CT diagnosis brought by the outbreak of COVID-19, which created more
demand on our thermal films and medical dry laser films.

However, we cannot ensure such an increase in demand for our thermal films and medical dry laser
films resulting from the outbreak of COVID-19 and its recurrence is sustainable. In such a case, our
business and profitability may be materially and adversely affected.

We could be exposed to liability by litigation or legal proceedings which may divert our resources
and adversely impact our reputation.

Our operational and financial stability are subject to any litigation or legal proceedings we may
face in the future. During the ordinary course of our business operations, we are exposed to liabilities
arising from product quality claims, labour disputes, contractual claims under sales agreements, supply
agreements, and other potential third-party disputes. These actions could also expose us to adverse
publicity, which might adversely affect our brands, reputation and customer preference for the products
we distribute. Our operational and financial resources, as well as the attention of our management may
be diverted in handling such proceedings from our business and operations. Our financial performance
may be materially and adversely affected as substantial legal costs may be incurred during the often-
prolonged process of litigation while the outcome remains uncertain. Furthermore, any settlements or
judgments against us may tarnish our reputation or strain our financial resources and adversely affect
our profitability.

Our profit margin will be reduced if there are reductions or withdrawal of any of the subsidies
granted to us by the PRC government.

Our Group has recognised income in the form of government grants including, but not limited to,
those in relation to subsidies received from the local government. Such income recognised amounted to
approximately RMB713,000, RMB1.0 million and RMBI1.5 million for the years ended 31 December
2020 and 31 December 2021 and the six months ended 30 June 2022, respectively.

Since these government grants awarded to us are subject to the discretion of relevant governmental
authorities, they are not derived from the ordinary and usual course of our business and are not recurring
in nature. There is no assurance that these government grants will also be awarded to us in the future.
Moreover, since there can be unexpected changes in the laws, regulations and governmental policies of
the PRC, the availability of government grants is uncertain. Any reductions or withdrawal of the
subsidies granted to our Group by the authorities would have an adverse effect on our Group’s financial
performance and results of operations.
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We may be subjected to certain risks relating to contractual arrangements during the course of
implementation of our business strategies.

One of our business strategies is to develop a Al aided diagnosis software through strategic
acquisition and staff recruitment. Please refer to the paragraph headed *“Our Business Strategies —
Enhance the delivery of our medical imaging cloud services through strategic acquisition, obtaining the
medical device registration certificate and upgrade of our hardware and software” under the “Business”
section for further details.

As advised by our PRC Legal Advisers, the services provided in the course of such business
strategies may fall within the classification under *“Special Management Measures (Negative List) for
the Access of Foreign Investment” and hence foreign investors are restricted from holding more than
50% equity interest in companies (the “Acquisition Target(s)”’) providing such services.

After consultation with our PRC Legal Advisers, we may determine that it will be not viable for
our Company to hold the Acquisition Target(s) in carrying out such business directly through equity
ownership. Instead, we may decide that, in line with common practise in the PRC for industries subject
to foreign investment restrictions, we would gain effective control over, and receive all the economic
benefits generated by the intended business to be operated by our PRC company through the contractual
arrangements.

As a result, we may be subjected to the following risks relating to our possible contractual
arrangements:

— if the PRC government finds that the agreements that establish the structure for operating the
businesses of the Acquisition Target(s) 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
subjected to severe consequences, including, without limitation, the nullification of the
contractual arrangements, the relinquishment of our interest in our targeted company,
revoking our business and operating licences, discontinuation or restricting our operations,
imposing fines or confiscating any of our income that they deem to have been obtained
through illegal operations, imposing conditions or requirements with which we or our PRC
subsidiaries and target company may not be able to comply or requiring us or our PRC
subsidiaries and target company to restructure the relevant ownership structure or operations,
etc.;

— our contractual arrangements with the Acquisition Target(s) may not be as effective in
providing operational control as direct ownership. If the Acquisition Target(s) or their
shareholders fail to perform their respective obligations under the contractual arrangements,
we may incur substantial costs and expend substantial resources to enforce our rights;

— there are very few precedents and little official guidance as to how contractual arrangements
in the context of a variable interest entity should be interpreted or enforced under PRC law.
There remain significant uncertainties regarding the outcome of arbitration. In the event we
are unable to enforce these contractual arrangements or we experience significant delays or
other obstacles in the process of enforcing these contractual arrangements, we may not be
able to exert effective control over our affiliated entities and may lose control over the assets
owned by the Acquisition Target(s);
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the shareholders of the Acquisition Target(s) may have conflicts of interest with us, which
may materially and adversely affect our business. These shareholder may breach or cause the
target company 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;

if we exercise the option to acquire equity ownership and assets of our target company, the
ownership or asset transfer may subject us to certain limitations and substantial costs. After
entering into contractual arrangements, we will have the exclusive right to purchase all or any
part of the equity interests in the Acquisition Target(s) held by the relevant shareholders at a
nominal price, unless relevant government authorities or PRC laws require that another
amount should be used as the purchase price, in which case the purchase price shall be the
lowest amount under such requirement. The equity transfer may also be subject to the
approvals from and filings with the MIIT, the SAIC and/or their local competent branches;

we do not have priority pledges and liens against the assets of the Acquisition Target(s). If
the Acquisition Target(s) undergoes 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 the Acquisition Target(s). In the event that the
shareholders of the Acquisition Target(s) initiate a voluntary liquidation proceeding without
our authorisation or attempts to distribute the retained earnings or assets of the Acquisition
Target(s) without our prior consent, we may need to resort to legal proceedings to enforce the
terms of the contractual arrangements. Any such legal proceeding may be costly and may
divert our management’s time and attention away from the operation of our business, and the
outcome of such legal proceeding will be uncertain;

there are possibilities that future laws, administrative regulations or provisions prescribed by
the State Council may regard contractual arrangements as a form of foreign investment, at
which time it will be uncertain whether the contractual arrangements will be deemed to be in
violation of the foreign investment access requirements and how the above-mentioned
contractual arrangements will be handled; and

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 combined profit and the
value of your investment.

RISKS RELATING TO OUR INDUSTRY

The medical imaging industry is highly regulated in the PRC. Any change in the applicable laws,
regulations or standards may prevent or restrict us from conducting certain business or subject us

to increased costs of compliance.

The medical imaging industry is highly regulated in the PRC. We are subject to various regulations

which govern different aspects of our operations, including licencing and certification requirements and

procedures for manufacturers of medical imaging products, operating and safety standards, as well as

environmental protection regulations. Any change in the applicable laws, regulations or standards may

prevent or restrict us from conducting certain aspects of our current business.
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We cannot assure you that the sales or distribution of any of our medical imaging products will not
be subject to any prohibitions or restrictions imposed by competent authorities in the future. Such
changes may also result in increased costs of compliance. Any changes in, and any promulgation of,
laws, regulations or standards which we are subject to may materially and adversely affect our business,
financial condition and results of operations.

Our cloud services are subject to evolving regulatory requirements, non-compliance with which, or
changes in which, may materially and adversely affect our business and prospects.

Due to the nature of our business, we are subject to legal and regulatory requirements of multiple
aspects in the PRC which include laws relating to, among others, medical devices and data privacy.
Various regulatory authorities of the PRC government are empowered to promulgate and implement
regulations governing broad aspects of the medical imaging industries.

Meanwhile, the regulations of the medical imaging sector are still evolving, and their interpretation
and enforcement may 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. These uncertainties entail risks that may materially and adversely affect our business
prospects.

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 practises at an undeterminable and possibly significant financial cost.
These additional monetary expenditures may increase future overhead, which may, in turn, have a
material adverse effect on our business, financial condition and results of operations.

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

Furthermore, the introduction of new services and products, particularly in relation to our cloud
services, may require us to comply with additional, yet undetermined, laws and regulations. Compliance
may require obtaining appropriate permits, licences or certificates as well as expending additional
resources to monitor developments in the relevant regulatory environment. The failure to adequately
comply with these future laws and regulations may delay, or possibly prevent, some of our products or
services from being offered to users, which may have a material adverse effect on our business, financial
condition and results of operations.
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If the PRC government decides to impose price control on our products, our business, profitability,
results of operations and prospects would be materially and adversely affected.

In the recent years, the PRC government has been making continuous and increasing efforts in
stepping up the healthcare system reform. We are unable to predict any future changes to the price
control policy to be adopted by the PRC government in the healthcare sector and the medical imaging
industry. In the event of any changes in such policy or adoption of any new policies being resulting in
all or some of our products being subject to price control, our business, profitability, results of
operations and prospects would be materially and adversely affected.

We have a limited operating history and are in an emerging industry, and our historical results of
operations and financial performance are not indicative of future performance.

We operate in an emerging market in the PRC. According to CIC, medical imaging informatisation
is still in its infancy, and it is uncertain whether it would achieve and sustain high levels of demand,
consumer acceptance and market adoption. Risks and challenges we may face in this emerging industry
include our ability to, among other things:

— develop and maintain relationships with our existing business partners and attract new
business partners;

— enhance and maintain the value of our brand;
— navigate in an evolving regulatory environment;

— develop and launch diversified and distinguishable products to effectively address the needs
of our customers;

— grow our customer base in a cost-efficient manner;

— maintain our innovative corporate culture and continue to attract, retain and motivate talented
employees; and

— defend ourselves against litigation, regulatory interference, claims concerning intellectual
property, privacy or other aspects of our business.

If we fail to address any of the foregoing risks and challenges, our business, financial condition
and results of operations may be materially and adversely affected.

Meanwhile, we have a limited operating history. Our historical results and growth may not be
indicative of our future performance. There can be no assurance that we would be able to remain
profitable in the future. Our ability to achieve profitability is affected by a variety of factors, many of
which are beyond our control, and our results of operations may vary from period to period in response.

Our relatively short operating history, together with the emerging characteristics of the medical
imaging informatisation industry, makes it difficult to assess our future prospects or forecast our future
results. In addition, as our business develops and in response to competition and changes in the industry
and regulatory environment, we may have to continue to introduce new products, improve our existing
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products or adjust and optimise our business model. There can be no assurance that we may be able to
achieve the expected results for any such changes, and our financial condition and results of operations
may be materially and adversely affected as a result.

RISKS RELATING TO THE PRC

Political and economic policies of the PRC government could adversely affect our Group’s
business.

Before its adoption of the economic reforms and open policy in late 1970s, the PRC had been
primarily a planned economy. With the PRC government’s effort to reform the Chinese economy since
1978, the PRC government introduced changes to its economic system, as well as its government
structure. These reforms have led to significant economic growth and progress in social development.
Although the PRC government still owns a significant portion of the productive assets in the PRC,
economic reform policies have placed much emphasis on creating autonomous enterprises and the
utilisation of market mechanisms. Factors that may cause the PRC government to modify, delay or even
discontinue the implementation of certain reform measures include political changes and political
instability and such economic factors as changes in the pace of national and regional economic growth,
amount of unemployment and inflation.

Our Directors anticipate that the PRC government will continue to further implement these
reforms, reduce government interference on enterprises, and rely more on free market mechanisms for
the allocation of resources, bringing positive effect to our overall and long-term development. Any
changes in the political climate, economic and social situation, the laws, regulations and policies of the
PRC arising therefrom, may have an adverse effect on the present or future operations of our Group.
With our business and operations substantially based in the PRC, our operations and financial results
could be adversely affected by the restrictive or austere policies introduced by the PRC government. We
may not be able to capitalise on economic reform measures adopted by the PRC government. We cannot
assure you that the PRC government will not impose economic and regulatory controls that may
adversely affect our Group’s business, financial position and results of operations.

Uncertainties in the PRC legal system could have an adverse effect on our business.

Our operations are subject to the uncertainties of the PRC legal system which is essentially a civil
law system based on written statutes where, unlike common law systems, decisions of past legal cases
have limited precedential value. The PRC government has, since 1979, begun promulgating a
comprehensive system of laws and regulations governing economic matters in general. These laws and
regulations are, however, relatively new and are often changing while published cases concerning these
laws and regulations are limited. Their interpretation and enforcement therefore, involve a fair amount
of uncertainty. We may be required in the future to procure additional permits, authorisations and
approvals for our existing and future projects and we cannot assure you that we will obtain these in a
timely manner or at all.

Furthermore, the legal protections available to us under these laws, rules and regulations may be
limited. For example, the intellectual property rights and confidentiality protections in the PRC may not
be as effective as in other countries. Any litigation or regulatory enforcement action in the PRC may be
protracted and could result in significant costs to us and a diversion of our resources and management
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attention. We cannot predict future developments in the PRC legal system, particularly those with
respect to the PRC pharmaceutical industry, including the promulgation of new laws, changes to existing
laws or the interpretation or enforcement thereof.

Government control on currency conversion and changes in the exchange rate between RMB and
other currencies could negatively affect our ability to pay dividends and hence the value of your
investment.

RMB is not currently a freely convertible currency and our Group needs to convert RMB into
foreign currency for payment of dividends, if any, to the Shareholders. Our PRC subsidiaries are subject
to the PRC rules and regulations on currency conversion. In the PRC, SAFE regulates the conversion of
RMB into foreign currencies. Foreign invested enterprises (“FIEs’’) are required to apply to SAFE or its
local branches for Foreign Exchange Registration Certificates.

Under the relevant PRC foreign exchange laws and regulations, payment of current account items,
including profit distributions and interest payment are permitted to be made in foreign currencies
without prior government approval but are subject to certain procedural requirements. Strict foreign
exchange control continues to apply to capital account transactions, which must be approved by and/or
registered with SAFE. We cannot assure you that the PRC regulatory authorities will not impose further
restrictions on foreign exchange transactions for current-account items, including payment of dividends.

Distribution and transfer of funds may be subject to restrictions under the PRC law.

Our Company is a holding company incorporated in the Cayman Islands and does not have any
business operations other than the investments in the subsidiaries. Our Company relies entirely on the
dividend payments from our subsidiaries.

Under the PRC laws, dividends from our subsidiaries in the PRC may only be paid out of
distributable after-tax profit, less any recovery of accumulated losses and allocations to statutory funds
which are not available for distribution as cash dividends. Any distributable profit that are not
distributed in a given year will be retained and made available for distribution in subsequent years. The
calculation of distributable profit under PRC accounting principles is different in many respects from
Hong Kong accounting principles.

Distributions by our subsidiaries in the PRC to our Company may be subject to governmental
approval and taxation. These requirements and restrictions may affect our ability to pay dividends to our
Shareholders. Any transfer of funds from our Company to our subsidiaries in the PRC, either as a
shareholder loan or as an increase in registered capital, is subject to registration and/or approval granted
by PRC governmental authorities. These limitations on the free flow of funds between our Company to
subsidiaries in the PRC could restrict our ability to act in response to changing market conditions in a
timely manner. Furthermore, members of our Group may obtain credit facilities from banks in the future
which restrict them from paying dividends to their Shareholders, which may have an adverse impact on
their ability to pay dividends to their Shareholders.
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PRC tax law may affect tax exemptions on dividends received by our Company and the
Shareholders and increase the enterprise income tax rate applicable to us.

Our Company is incorporated under the laws of the Cayman Islands and holds interests in our PRC
subsidiaries through a number of subsidiaries incorporated in the BVI and Hong Kong. According to the
EIT Law and the Implementation Regulations on the EIT Law (<H % A 6] A 35 BT 15 B 32 B e fc
1)), if our Company is deemed to be a non-PRC tax resident enterprise without an office or premises in
the PRC, a withholding tax at the rate of 10% will be applicable to any dividends paid to our Company,
unless our Company is entitled to reduction or elimination of such tax, including by tax treaties. Under
the Arrangement between the Mainland of China and the Hong Kong Special Administrative Region for
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on
Income (K PRy i 17 95 415 J A IR [ ) 7% S0 P 45 e 0 o B0 A By L M I B 1 %2 HE D), such dividend
withholding tax rate is reduced to 5% if a Hong Kong tax resident enterprise owns over 25% of equity
interests in the PRC company distributing the dividends. Pursuant to the Measures for Administration of
Non-Resident Taxpayers’ Enjoyment of the Treatment under Tax Treaties ({3F J& RO BN = % h 2 738
EILHEED)) which was promulgated by the SAT on 14 October 2019, and came into effect on 1 January
2020, non-resident taxpayers who need to enjoy the treatment of the agreement shall submit the report
forms and materials by themselves or by the withholding agent at the time of tax declaration. Any new
enactment of PRC tax law affecting tax exemptions on dividends may reduce the amount of dividends
that could be distributed to our Company and Shareholders.

In addition, the EIT Law provides that, if an enterprise incorporated outside the PRC has its “‘de
facto management organisation” located within the PRC, such enterprise may be recognised as a PRC
tax resident enterprise and thus may be subject to statutory enterprise income tax at the rate of 25% on
its worldwide income. Substantially all members of our management are located in the PRC, we may be
deemed as a PRC tax resident enterprise and therefore subject to a statutory enterprise income tax rate of
25% on our worldwide income, excluding the dividends received directly from another PRC tax resident.
As a result of these changes described above, our historical operating results will not be indicative of
our operating results for future periods and the value of the Shares will be adversely affected.

There is no assurance that our status as a High and New Technology Enterprise will be renewed or
our enjoyment of the preferential tax rate of EIT attached to such status will be continued.

The status as a High and New Technology Enterprise of our principal operating subsidiary, Jinan
Guanze is valid for 3 years from 15 December 2021 to 14 December 2024. Pursuant to the EIT Law
which became effective on 1 January 2008, Jinan Guanze is subject to enterprise income tax at a
statutory rate of 25% on the assessable income derived during the Track Record Period. However, with
the status as a High and New Technology Enterprise, Jinan Guanze enjoyed preferential income tax rate
of 15% from 2021.

We cannot assure that our status as a High and New Technology Enterprise can always be retained
or renewed in the future, and we cannot guarantee that we will always be able to enjoy the preferential
tax rate of EIT attached to such status. Loss of our status and/or our enjoyment of the preferential EIT
tax rate may materially and adversely affect our operations and financial results.
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RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares and an active trading market for our Shares
may not develop or be sustained.

Prior to the Global Offering, no public market for our Shares existed. Following the completion of
the Global Offering, the Stock Exchange will be the only market on which the Shares are publicly
traded. We cannot assure you that an active trading market for our Shares will develop or be sustained
after the Global Offering. The pricing and trading volume of the Shares may be volatile. The market
price of the Shares may fluctuate significantly and rapidly as a result of the following factors, among
other things, some of which are beyond our control:

° our financial results;

° changes in securities analysts’, if any, analysis of our financial performance;

° the history of, and the prospects for us and the industries which we compete;

° an assessment of our management, our past and present operations, and the prospects for and;
° timing of our future revenue and cost structures such as the views of independent research

analysts, if any;
° addition or departure of our key personnel;
° the present state of our developments;

° the valuation of publicly traded company that are engaged in business activities similar to
ours;

° general market sentiment;

° our inability to compete effectively in the market;

° changes in laws and regulations in Hong Kong and China; and

° political economic, financial and social developments in Hong Kong and China.

In addition, we cannot assure you that our Shares will be traded in the public market subsequent to
the Global Offering at or above the Offer Price. The Offer Price for the Shares is expected to be fixed
by agreement among the Overall Coordinator, the Joint Global Coordinators (on behalf of the
Underwriters) and us, and may not be indicative of the market price of the Shares following the
completion of the Global Offering. If an active trading market for our Shares does not develop or is not
sustained after the Global Offering, the market price and liquidity of the Shares could be materially and
adversely affected.
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The trading prices and volume of our Shares may be volatile, which could result in substantial
losses to you.

The trading prices of our Shares may be volatile and could fluctuate widely in response to factors
beyond our control, including general market conditions of the securities markets in Hong Kong, the
PRC, the United States and elsewhere in the world. Various broad market and industry factors may
significantly affect the market price and volatility of our Shares, regardless of our actual operating
performance. In addition to market and industry factors, the price and trading volume of our Shares may
be highly volatile for specific business reasons. In particular, factors such as variations in our revenue,
net income and cash flow could cause the market price of our Shares to change substantially. Any of
these factors may result in large and sudden changes in the volume and trading price of our Shares.

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

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

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

Immediately after the Global Offering, our Controlling Shareholders will directly and indirectly
own an aggregate of 74.96% of our Shares, if the Over-allotment Option is not exercised, or 72.74% of
our Shares, if the Over-allotment Option is exercised in full. The interests of our Controlling
Shareholders may differ from the interests of our other Shareholders. Our Controlling Shareholders
could have significant influence in determining the outcome of any corporate transaction or other matter
submitted to our Shareholders for approval, including mergers, consolidations and the sale of all or
substantially all of our assets, election of Directors and other significant corporate actions. This
concentration of ownership, as a result, may discourage, delay or prevent a change in control of the
Company, which could deprive our Shareholders of an opportunity to receive a premium for their Shares
in a sale of the Company or may reduce the market price of our Shares. In addition, to the extent the
interests of our Controlling Shareholders conflict with the interests of other Shareholders, the interests
of other Shareholders may be disadvantaged or harmed.

The sale or availability for sale of substantial amounts of our Shares could adversely affect our
trading price.

Sales of substantial amounts of our Shares in the public market after the completion of the Global
Offering, or the perception that these sales could occur, could adversely affect the market price of our
Shares and materially impair our future ability to raise capital through offerings of our Shares.
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The Shares owned by our Controlling Shareholders are subject to certain lock-up periods. There
can be no assurance that they will not dispose of these Shares following the expiration of the lock-up
periods, or any Shares they may come to own in the future. We cannot predict what effect, if any,
significant future sales will have on the market price of our Shares.

There can be no assurance that we will be able to declare or distribute any dividend in the amount
set out in any of our plans or at all.

We currently do not have any dividend policy. After the completion of the Global Offering, we
may in the future distribute dividends by way of cash or by other means that we consider appropriate. A
decision to declare and pay any dividends would require the recommendations of our Board and
approval of our Shareholders. Under the Articles, our Directors have the power to pay interim dividends
but only if they are justified by the profits of our Company. The decision to pay dividends will be
reviewed in light of factors such as our results of operations, financial condition and position, and other
factors deemed relevant. Any distributable profits that are not distributed in any given year may be
retained and are available for distribution in subsequent years. To the extent profits are distributed as
dividends, such portion of profits will not be available to be reinvested in our operations. There can be
no assurance that we will be able to declare or distribute any dividend in the amount set out in any of
our plans or at all. Our future declarations of dividends will be at the absolute discretion of our Board.

Because the Offer Price of our Shares is higher than our net tangible book value per Share,
purchasers of our Shares in the Global Offering will experience immediate dilution.

If you purchase our Shares in the Global Offering, you will pay more for your Shares than our net
book value on a per Share basis. As a result, investors of our Shares in the Global Offering will
experience an immediate dilution in the net tangible asset value and our existing Shareholders will
receive an increase in the pro forma adjusted consolidated net tangible asset value per Share of their
Shares. In addition, holders of our Shares may experience a further dilution of their interest if the Joint
Global Coordinators (on behalf of the International Underwriters), exercises the Over-allotment Option
or if we obtain additional capital in the future through equity offerings.

The laws of the Cayman Islands relating to the protection of the interests of minority shareholders
are different from those in Hong Kong.

Our corporate affairs are governed by our Memorandum and Articles of Association and by the
Cayman Islands Companies Law and common law of the Cayman Islands. The laws of the Cayman
Islands relating to the protection of the interests of minority shareholders differ in some respects from
those established under statutes or judicial precedent in existence in Hong Kong. This may mean that the
remedies available to our Company’s minority shareholders may be different from those they would have
under the laws of other jurisdictions. A summary of Cayman Islands company law is set out in Appendix
IIT to this prospectus.
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Certain statistics and forecasts in this prospectus were derived from third-party sources and have
not been independently verified.

This prospectus includes certain statistics and facts that have been extracted from official
government sources and publications or other sources and we cannot guarantee neither the quality nor
the reliability of such source material. They have not been prepared or independently verified by us, the
Sole Sponsor, the Underwriters or any of its or their respective affiliates or advisers, and therefore we
take no representation as to the accuracy of such facts and statistics. In all cases, investors should give
consideration as to how much weight or importance they should attach to, or place, on such facts,
statistics and forecasts in this prospectus.

There are risks associated with the forward-looking statements contained in this prospectus.

This prospectus contains certain forward-looking statements and information relating to us and the
subsidiaries comprising our Group, which are based on the beliefs of our management as well as the
assumptions made by and information currently available to our management. Such statements reflect
the current views of our Company’s management with respect to future events, operations, liquidity and
capital resources, some of which may not materialise or may change. These statements are subject to
certain risks, uncertainties and assumptions, including the other risk factors as described in this
prospectus.

You should not rely on any information contained in press articles or other media regarding our
Group and the Global Offering.

Prior to the publication of this prospectus, there may be certain press and media coverage
regarding our Group and the Global Offering which may include certain information relating to the
business operations, financial information, industry comparisons and other information about our Group
that does not appear in this prospectus. We did not authorise 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. We make no representation as to the appropriateness,
accuracy, completeness or reliability of any such information or publication. Prospective investors
should not rely on any such information and should only rely on information included in this prospectus
in making any investment decision.

— 66 —
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In preparation for the Listing, we have sought the following waiver from strict compliance with the
relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer applying for a primary listing on the Main
Board of the Stock Exchange must have sufficient management presence in Hong Kong. This normally
means that at least two of the issuer’s executive directors must ordinarily reside in Hong Kong.
However, our Group’s management, business operations and assets are primarily based outside Hong
Kong. The principal management headquarters and senior management of our Group are primarily based
in the PRC. Further, our Directors consider that it would be practically burdensome and not
commercially viable for our Company to appoint more Hong Kong residents as additional executive
Directors or to relocate any of our executive Directors in the PRC to Hong Kong merely for the purpose
of complying with Rule 8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted, a
waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules. We will
ensure that there is an effective channel of communication between us and the Stock Exchange by way
of the following arrangements:

(a) Authorised representatives: pursuant to Rule 2.11 and Rule 3.05 of the Listing Rules, we
have appointed and will continue to maintain two authorised representatives, being Mr.
Meng, the Chairman, the chief executive officer and an executive Director of our Company,
and Mr. Zhang Senquan, our Company’s company secretary, to be the principal
communication channel at all times between the Stock Exchange and our Company. Each of
our authorised representatives will be readily contactable by the Stock Exchange by
telephone, facsimile and/or e-mail to deal promptly with enquiries from the Stock Exchange.
Both of our authorised representatives are authorised to communicate on our behalf with the
Stock Exchange.

(b) Directors: all of the authorised representatives will have means to contact all members of the
Board (including the independent non-executive Directors), each of whom is authorised to
communicate on behalf of our Company with the Stock Exchange, as well as the senior
management team promptly at all times as and when it wishes to contact our Directors on any
matters. We shall promptly inform the Stock Exchange of any changes of the respective
contact details of any of our Directors.

To enhance the communication among the Stock Exchange, the authorised representatives and
our Directors, all Directors (including the independent non-executive Directors) have
provided their respective office phone numbers, mobile phone numbers, fax numbers and
email addresses (where applicable) to the authorised representatives and the Stock Exchange.
In the event that any of our Directors (including the independent non-executive Directors)
expects to travel and/or otherwise be out of office, he or she will provide the phone number
of the place of his or her accommodation or other means of communications to the authorised
representatives.
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(©

(d)

The Directors who are not ordinarily resident in Hong Kong (including the independent non-
executive Directors) possess or are eligible to apply for valid travel documents to visit Hong
Kong and will be able to meet with the relevant members of the Stock Exchange within a
reasonable period of time, when required.

Compliance adviser: we have retained the services of a compliance adviser, being Yue Xiu
Capital Limited (the “Compliance Adviser”), in accordance with Rule 3A.19 of the Listing
Rules. The Compliance Adviser will act as an additional channel of communication with the
Stock Exchange in accordance with the requirements under the Listing Rules, for the period
from the Listing Date to the date on which we comply with Rule 13.46 of the Listing Rules
in respect of our financial results for the first full financial year after the Listing Date. The
Compliance Adviser will be available to answer enquiries from the Stock Exchange and will
act as our principal channel of communication with the Stock Exchange when the authorised
representatives are not available.

We shall also procure that the authorised representatives, Directors and other relevant officers
will provide promptly such information and assistance as the Compliance Adviser may need
or may reasonably request in connection with the performance of the Compliance Adviser’s
duties as set forth in Chapter 3A of the Listing Rules. We shall ensure that there are adequate
and efficient means of communication among our Company, the authorised representatives,
our Directors, the Compliance Adviser and other relevant officers, and will keep the
Compliance Adviser informed of all communications and dealings between the Stock
Exchange and our Company.

Other professional advisers: we will also appoint and retain other professional advisers
(including legal advisers) after the Listing to assist us in dealing with any questions which
may be raised by the Stock Exchange and to ensure there will be efficient communication in
between.
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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
this 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
there are no other matters the omission of which would make any statement herein or this prospectus
misleading.

INFORMATION ABOUT THE GLOBAL OFFERING AND THE PROSPECTUS

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 19,285,000 Hong Kong Offer Shares and the International Offering of initially 173,565,000
International Offer Shares (subject to, in each case, reallocation on the basis referred to under ““Structure
of the Global Offering” in this prospectus and, in case of the International Offering, to any exercise of
the Over-allotment Option).

The listing of our Shares on the Stock Exchange is sponsored by the Sole Sponsor and the Global
Offering is managed by the Sponsor-OC, the Overall Coordinator and the Joint Global 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 in relation to the
International Offering is expected to be entered into on or about the Price Determination Date, subject
to determination of the Offer Price. Further information regarding the Underwriter(s) and the
underwriting arrangements are set out in “Underwriting” in this prospectus.

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 authorised 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 authorised by our Company, the Sole Sponsor, the
Sponsor-OC, the Overall Coordinator, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, the Underwriters, the Capital Market Intermediaries, any of their respective directors,
officers, employees, partners, agents, employees or advisers or any other party involved in the Global
Offering.

Neither the delivery of this prospectus nor any subscription or acquisition 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.

The Offer Price is expected to be fixed by agreement between the Overall Coordinator and the
Joint Global Coordinators (for themselves and on behalf the Underwriters and the Capital Market
Intermediaries) and our Company on the Price Determination Date, which is expected to be on or around
Tuesday, 20 December 2022. If, for any reason, the final Offer Price is not agreed by Wednesday, 21
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December 2022 (or such later date so agreed by our Company, the Overall Coordinator and the Joint
Global Coordinators) between the Overall Coordinator and the Joint Global Coordinators (for themselves
and on behalf of the Underwriters and the Capital Market Intermediaries) and our Company, the Global
Offering will not proceed and will lapse.

Further information regarding the structure of the Global Offering, including its conditions, are set
out in “Structure of the Global Offering” in this prospectus, and the procedures for applying for our
Hong Kong Offer Shares are set out in “How to Apply for Hong Kong Offer Shares™ in 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 Hong Kong Offer Shares to, confirm that he/she
is aware of the restrictions on offers and sale of the Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other
than Hong Kong, and no action has been taken to permit 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 authorised or to any 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
authorisation 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 for the granting of the listing of, and permission to deal
in, the Shares in issue, the Offer Shares to be issued by us pursuant to the Global Offering (including
any Shares which may be issued pursuant to the exercise of the Over-allotment Option).

Dealings in the Shares on the Stock Exchange are expected to commence on Thursday, 29
December 2022. Save as disclosed in this prospectus, no part of our Shares or loan capital is listed or
dealt in on any other stock exchange and no such listing or permission to list is being or proposed to be
sought on any other stock exchange as of the date of this prospectus. All the Offer Shares will be
registered on the Hong Kong register of members of our Company in order to enable them to be traded
on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
any allotment made in respect of any application will be invalid if the listing of, and permission to deal
in, our Shares on the Stock Exchange is refused before the expiration of three weeks from the date of
the closing of the application lists, or such longer period (not exceeding six weeks) as may, within the
said three weeks, be notified to our Company by or on behalf of the Stock Exchange.
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PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisers
as to the taxation implications of subscribing for, purchasing, holding or disposal of, and/or dealing in
the Offer Shares or exercising rights attached to them. None of us, the Sole Sponsor, the Sponsor-OC,
the Overall Coordinator, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
the Underwriters, the Capital Market Intermediaries, any of their respective directors, officers,
employees, partners, agents, advisers 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, purchasing, holding, disposition of, or dealing in, the Offer Shares or exercising any
rights attached to them.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and stabilisation are set out
under “Structure of the Global Offering” in this prospectus.

HONG KONG REGISTER OF MEMBERS AND HONG KONG STAMP DUTY

Our Company’s principal register of members will be maintained by its principal share registrar,
Conyers Trust Company (Cayman) Limited, in the Cayman Islands. All of the Offer Shares issued
pursuant to the Global Offering will be registered on our Company’s Hong Kong share register to be
maintained in Hong Kong by its Hong Kong Share Registrar, Computershare Hong Kong Investor
Services Limited.

Dealings in the Shares registered on our Company’s Hong Kong share register to be maintained in
Hong Kong will be subject to stamp duty in Hong Kong. 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 share register 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 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 stockbrokers or other professional advisers for details of
the settlement arrangements as such arrangements may affect their rights and interests.
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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” in this prospectus.

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” in this prospectus.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations among certain amounts
denominated in RMB, 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 translation of Renminbi into
HKS$ was made at the rate of RMB0.90444 to HK$1.00. Any discrepancies in any table between totals
and sums of amounts listed therein are due to rounding.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this prospectus,
this prospectus shall prevail. However, the English names of the PRC nationals, entities, departments,
facilities, certificates, titles, laws, regulations and the like are translations of their Chinese names and
are included for identification purposes only. If there is any inconsistency, the Chinese name prevails.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments, or have been rounded to one or two decimal places. Any discrepancies in any table, chart
or elsewhere between totals and sums of amounts listed therein are due to rounding.
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The information and statistics set out in this section and other sections of this prospectus were
extracted from different official government publications, available sources from public market
research and other sources from independent suppliers. In addition, we engaged CIC for preparing the
CIC Report, an independent industry report in respect of the Global Offering. The information from
official sources has not been independently verified by us, the Overall Coordinator, the Joint Global
Coordinators, Sole Sponsor, Joint Bookrunners, Joint Lead Managers, any of the 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.

SOURCE OF INFORMATION

In connection with the Global Offering, we have commissioned CIC to conduct a detailed analysis
and prepare an industry report on the medical imaging market in the PRC. CIC is an independent
consulting firm founded in Hong Kong. It offers industry research and market strategies and provides
growth consulting and corporate training. We incurred a fee of RMB900,000 for the preparation of the
CIC Report. The payment of such amount was not contingent upon our successful Listing or on the results
of the CIC Report. Our Directors are of the view that the fee is in line with market rates and the payment
does not affect the fairness of the views and conclusions presented in the CIC Report. Except for the CIC
Report, we did not commission any other industry report in connection with the Global Offering.

We have included certain information from the CIC Report in this prospectus because we believe
such information facilitates an understanding of the medical imaging market for potential investors. In
compiling and preparing the CIC Report, CIC has adopted the following assumptions: (i) the overall
social, economic and political environment in China is expected to remain stable during the forecast
period; (ii) China’s economic and industrial development is likely to maintain a steady growth trend over
the next decade; (iii) related key industry drivers are likely to continue driving the growth of the China’s
medical imaging cloud services and medical imaging film products market during the forecast period, such
as favourable policies promoting the development of the medical imaging industry, the increasing demand
for remote consultation, inter-hospital information sharing and communication; (iv) the impact of COVID-
19 on medical imaging cloud services and medical imaging film products market is minimal; and (v) there
is no extreme force majeure or industry regulation by which the market may be affected dramatically or
fundamentally. CIC conducted both primary and secondary research using a variety of resources. Primary
research involved interviewing key industry experts and leading industry participants. Secondary research
involved analysing data from various publicly available data sources, such as the National Bureau of
Statistics of China, the International Monetary Fund, World Health Organization, U.S. Food and Drug
Administration, Global Health Data Exchange, National Medical Products Administration of China, and
National Health Commission of China. Therefore, our Directors are of the view that the sources of
information used in this section are reliable. Our Directors confirm to the best of their knowledge, and
after making reasonable enquiries, that there is no adverse change in the market information since the date
of publication of the CIC Report which may qualify, contradict or have an impact on the information set
out in this section.

OVERVIEW OF CHINA’S MEDICAL IMAGING FILM PRODUCTS MARKET
Definition of Medical Imaging Film Products Market

Medical imaging film products mainly include different categories of medical image printing
instruments and consumables. Medical image printing instruments refer to machines or equipment for
processing medical imaging film or medical imaging discs, including traditional medical imaging film
printer, self-service film output machine and image distribution system. Medical image consumables
include medical imaging film or medical imaging discs, which refer to the medium used to carry the
graphical information of medical images to diagnose patients’ condition. The three main types of medical
imaging films used frequently in clinical practise are medical dry laser film, thermal film and medical
printing film, and the most common size is 14x17 inch. The average selling price for 14x17 inch medical
dry laser film in China was around RMB25 in 2016, and decreased to around RMB17 in 2021. The
average selling price for each 14x17 inch thermal film in China was around RMB25 in 2016, and
decreased to around RMB14 in 2021. The average selling price for each 14x17 inch medical printing film
was around RMBI15 in 2016, and medical printing film have since lost significant market share due to the
increasing availability of higher resolution medical imaging films such as medical dry laser film and
thermal film.

The common sales model of medical imaging film products distributors is the integrated packaging
service model. Integrated packaging service refers to the provision of corresponding printing instrument in
the course of the sale of medical consumables. Consumables and equipment have to be used together due
to technical reasons, which means the printer is only compatible with films of the same brand, and the use
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of different brands may lead to a distortion of images. Therefore, integrated packaging service model is
used by more than 80% of medical imaging film products suppliers and distributors. Under integrated
packaging service model, hospitals can avoid incurring substantial upfront expenditure on purchasing
printing instruments whist medical imaging companies can obtain long-term stable orders.

Integrated packaging service model

Company will replace the
Company/Distributor » Hospitals have the right to use > equi if it achieved
Offer devices of the After depreciation the pre-agreed usage time/volume
same brand with period
ownership belonging to
the company

Source: China Insights Consultancy

The common distribution model of the medical imaging film products market is the supply,
processing & distribution (SPD) model, of which the procurement process, warehousing management,
storage, and delivery, invoicing and collection of payment are outsourced to deliverers (FC#674). This
model aims to realise unified management of medical consumables in hospitals by rationally using the
resources in the medical logistics supply chain, which in turn largely reduces the workload of the
department of procurement and increases the efficiency of procurement. With the construction of a central
warehouse, implementation of tailored-packing and barcode management, and the establishment of the
inventory control model, it also realises scientific, lean, and transparent management of medical
consumables, which effectively reduces the inventory costs and risks of shortage of medical consumables
in hospitals. An increasing number of hospitals and healthcare institutions in the PRC are adopting the
SPD model.

Below is the illustrative diagram of the SPD model.

Supply, processing & distribution model
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Source: China Medical Device Supply Chain Development Report (2020); China Insights Consultancy
Value Chain of Medical Imaging Film Products Market

The value chain of medical imaging film products market includes raw materials suppliers and third
parties’ suppliers, midstream production and sales link, and downstream hospitals and other end-use
scenarios. The upstream suppliers supply raw material and equipment. The midstream manufacturers are
responsible for further processing such as semi-finished goods, labelling and packaging. Medical imaging
film products will be delivered to the downstream players by direct selling or distribution, or through
deliverers. The terminal customers are inclined to choose those suppliers who can provide high-quality
products and have a long-standing industry reputation.

The following diagram illustrates the value chain of the medical imaging film products industry:
Value chain of medical imaging film products industry
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Market Size of China’s Medical Imaging Film Products Market
Medical imaging film products are essential for medical image diagnosis. The market size of that in
China increased from approximately RMBS5.7 billion in 2016 to approximately RMB6.6 billion in 2021 at
a CAGR of 2.9%. Considering that medical imaging film products is a relatively mature market and the
trend of using digital medical imaging films which needs to be supported by medical imaging cloud
services, this market is expected to be around RMB4.8 billion in 2030.
Market size of medical imaging film products industry in China, 2016-2030E

CAGR 2016-2021 2021-2025E 2021-2030E RMB billion

Market size of China’s image film 2.9% -1.7% -3.1%
products industry

6.5 6.6 6.6 6.6 6.6 65 o4

6.3 6.2

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: China Insights Consultancy

In 2021, Shandong Province ranks the second, the second and the fifth in terms of resident
population, healthcare institutions coverage, and number of outpatient visits, respectively, amongst all
provinces, municipalities and autonomous regions in the PRC.

The market size of medical imaging film products in Shandong Province increased from
approximately RMBO0.38 billion in 2016 to approximately RMBO0.42 billion in 2021 with a stable
increasing rate and it is expected to be around RMBO0.35 billion in 2030.

Market size of medical imaging film products industry in Shandong Province, 2016-2030E

CAGR 2016-2021 2021-2025E 2021-2030E RMB billion
Market size of image film products 1.7% -0.7% -1.9%
industry in Shandong Province
East Shandong
[ West Shandong
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Source: China Insights Consultancy

The decrease in growth of medical imaging film products market is mainly due to the growth of
digital medical imaging films, which forms part of the medical imaging cloud services market. However,
the underlying medical imaging exams performed each year is stably increasing. The medical imaging
scan volume in China and in Shandong province grew from 2,166.3 million and 155.8 million in 2016 to
2,933.0 million and 211.1 million in 2021 and is expected to grow to 4,313.4 million and 314.2 million in

2030, respectively.
Medical imaging scan volume, China, 2016-2030E
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The increase in scan volume will inevitably generate more demand on either medical imaging film
products and medical imaging cloud services. The medical imaging film products market and medical
imaging cloud services market together form a holistic historic picture of the growing trend in medical
imaging examinations in China and in Shandong Province.

The healthcare systems in developed countries started the shift from traditional medical imaging
films to digital films for over two decades, and digitisation in medical imaging has since gradually become
a global trend. Presently, medical imaging results along with other patient information are usually stored
in medical institutions database and could be accessed online by physicians and patients through patient
portal, where the patients can still request hard copies of their medical imaging examination results for
purposes such as transferring between medical institutions. The shift to digital films mainly is to facilitate
digital storage, access, and transmission of medical imaging data for purposes such as remote consultation
and diagnosis. As a result, traditional medical imaging films is subject to a decrease in demand due to
digitisation in developed countries.

However, the demand for traditional medical imaging films in China will not be phased out
completely as due to, amongst others, the following major reasons:

(1) Comparing to developed countries, China has significantly higher patient population, which
generates larger amount of medical imaging data that would cost more for digital storage. For
comparison, as of 2020, China had over 1.4 billion citizens and the per capita health
expenditure in China is approximately USD740, whereas the respective population and per
capita healthcare expenditure were approximately 331.5 million citizens and approximately
USD12,530 in the U.S., 67.1 million citizens and approximately USD4,930 in the U.K., and
25.7 million citizens and approximately USD5,951 in Australia. It would be difficult to achieve
the level of digitization for medical imaging data comparable to developed countries in China
given (i) the massive and continuously growing amount of medical imaging data that would
require cloud storage for at least 15 years, according to the ‘“Detailed Rules for the
Implementation of the Regulations on the Administration of Medical Institutions” in China,
and (ii) the significantly lower per capita healthcare expenditure to support such
transformation.

(2) Many Grade I hospitals and unranked hospitals in China require an up-to-date healthcare
infrastructure, in order to support the shift to medical imaging cloud films, as compared to the
hospitals in developed countries such as the U.S., U.K. and Australia, which have already
possessed those healthcare infrastructure to support the use of medical imaging cloud films. As
the upgrade of the existing healthcare infrastructure is capital-intensive and time-consuming, it
may be difficult for the lower grade hospitals and community health centres in China to keep
up with such a trend for at least a decade. As of the Latest Practicable Date, there are more
than 22,000 Grade I and unranked hospitals in China, accounting for approximately 61.4% of
the total number of hospitals in China.

Moreover, the implementation of hierarchical medical system in China results in frequent
patient transfers between low-tier hospitals and high-tier hospitals. Currently, only some of the
hospitals in China with diagnostic imaging centres have employed medical imaging cloud
systems, resulting in difficulties in digital imaging data transfers between hospitals with no
established medical imaging cloud systems. As a result, traditional medical imaging films
remains as the mainstream medical image carrier to provide patients with past medical imaging
examination results when patients are being transferred to a high-tier/low-tier hospitals in
China.

(3) While the U.S. is the largest developed country in terms of population in the world, the
healthcare system in the U.S. and in China have vastly different structures. According to the
annual survey conducted by the American Hospital Association on the number and types of
hospitals in the U.S. in 2020, only approximately 19.0% of all hospitals in the U.S. are federal
or state and local government hospitals. Since the non-government hospitals are owned and
operated by private investors, it will be more competitive than those federal or state and local
government hospitals in order to be financially self-sustaining and stand out from its
competitors. In turn, it will stimulate the growth and development of the healthcare industry in
the U.S., including driving the development of medical imaging cloud systems and the shift
from traditional medical imaging films to digital films. On the other hand, public hospital is the
mainstream in China, which accounted for approximately 84.3% of the total patients’ visits of
all hospitals in China in 2021. Since they are non-profit making in nature, they may be less
inclined to change, including being open to the shift from traditional medical imaging films to
medical imaging cloud films.
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(4) In China, traditional medical imaging films are either covered under health insurance in some
provinces or paid by patients out-of-pocket. However, there is no clear guidance as to whether
the provincial health authorities, hospitals, or the national insurance will pay for the initial
installation of cloud imaging film systems, and whether patients or insurance will pay for
medical imaging cloud film services on a per examination basis. The lack of defined payers
leads to reluctance in the promotion of using medical imaging cloud films in hospitals.

(5) Traditional medical imaging films has been used in the medical system of China for decades
and is widely recognised by physicians and clinicians. Most physicians and clinicians have a
long-standing habit of reading medical imaging in its physical form when making diagnosis.

The concept of medical imaging cloud films has emerged in China since around 2015. Comparing to
the U.S., the U.K. and Australia markets, the medical imaging cloud films market in China is still in its
infancy. Its relevant policies and regulatory guidelines in relation to medical imaging cloud films is still at
an immature stage and less sophisticated than those in these developed countries.

In 2021, the National Health Commission published ‘““Notice on Accelerating the Mutual
Recognition of the Examination Results” (the “Notice’’), which calls for the construction of the national
and regional health information platform, through the establishment of medical institutions examination
database including “cloud film” and other forms, in order to promote the sharing of examination data, to
achieve the interconnection and mutual recognition of examination data between medical institutions in
the same region. Despite of the presence of such a promotion of the use of medical imaging cloud services
from the national government, as at the Latest Practicable Date, most provinces in China have not yet
implemented any detailed policies and regulations on such a Notice, for example, most provinces in China
do not have an official pricing guideline for the use of medical imaging cloud services, which in turn
deters the hospital and healthcare institutions from using medical imaging cloud services, including the
use of medical imaging cloud films. As of the Latest Practicable Date, there is no nationwide health
platform enabling medical imaging data sharing among all hospitals in China, or province-wide health
platform enabling medical imaging data sharing among all hospitals in Shandong province.

Due to favourable policies for sharing of medical examination data across medical institutions
through medical imaging cloud services, and increasing availability of medical imaging cloud services, the
penetration rate of medical imaging cloud films in China increased from less than 0.5% in 2015 to
approximately 21% in 2021. The penetration rate of traditional medical imaging films in China decreased
from approximately 100% in 2015 to around 84% in 2021.

The penetration rate of medical imaging cloud films in Shandong province increased from less than
0.5% in 2015 to between 25% to 30% in 2021. The penetration rate of traditional medical imaging films in
Shandong province is approximately 100% in 2015, and decreased to around 90% in 2021.

Penetration rate of traditional medical imaging  Penetration rate of traditional medical imaging
films and medical imaging cloud films, China  films and medical imaging cloud films, Shandong

I Medical imaging cloud films I Medical imaging cloud films
Traditional Medical Imaging Films Traditional Medical Imaging Films
~100% ~100%
~84% ~90%
25%-30%
~21%
2015 2021 2015 2021
Notes:

(D The penetration rate of traditional medical imaging films and medical imaging cloud films in China and in Shandong
are calculated as the number of hospitals using traditional medical imaging films and medical imaging cloud films in
China and Shandong divided by the total numbers of hospitals in China and in Shandong.

The sources of information for (a) hospital numbers are health authority publications including China Health Statistics
Yearbook and Shandong Health Statistics Yearbook, and the sources of information for (b) penetration rate by hospital
are expert interviews with major industry players.

(2) The sum of the penetration rate of traditional medical imaging films and the medical imaging cloud films over 100%
means that some of the hospitals use both traditional medical imaging films and medical imaging cloud films in
parallel.
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As of the Latest Practicable Date, traditional medical imaging films remains to be the mainstream
medical imaging carrier for most of the hospitals and healthcare institutions in China.

OVERVIEW OF CHINA’S MEDICAL IMAGING CLOUD SERVICES MARKET
Classification and Definition of Medical Imaging Cloud Services

The medical imaging cloud services is a cloud-based system for storing, sharing, or even processing
medical images among medical institutions, academic organisations, and hospitals. The platform allows its
users to obtain medical image data in real time, enhance the collaboration among medical institutions, and
share medical imaging examination results of the patients. There are four major applications facilitated by
the medical imaging cloud services, including digital medical image cloud storage system, digital medical
image platform, regional imaging diagnosis platform and PACS system.

Value Chain of the Medical Imaging Cloud Services

The value chain of the medical imaging cloud services market consists of upstream providers
including software provider and cloud storage provider, and midstream distributors that offer packaged
cloud solutions of these two upstream provider services. Depending on the specific needs of each hospital,
cloud solutions include medical image data archiving, image access and post-processing, and cloud PACS
for each medical institution to consolidate and manage medical image files and business information.

Value chain of medical imaging cloud services industry

4’-—> o

Cloud Storage Provider

Source: China Insights Consultancy
Note: Hospitals may directly contract with software provider and cloud storage provider, and may also self-build software as
well as data centres for cloud storage.

Models of Medical Imaging Cloud Services

There are three models of medical imaging cloud services. The preferred model adopted for medical
imaging cloud services is expected to undergo an upgrade from private to public cloud computing formats.

Models of medical imaging cloud services

Stage I: Private Cloud _ Stage III: Public Cloud
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Source: China Insights Consultancy
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° Stage I: Private Cloud. Institutes construct their own private cloud. Non-medical core systems,
such as medical registration systems, payment systems, and office automation systems, are
usually considered to be primary systems for integration into the private cloud. Other systems,
such as Hospital Information System, Clinical Information System, and Electronic Medical
Record, will also migrate to the private cloud later on.

° Stage 1I: Hybrid Cloud. Driven by the quick development of cloud computing, and the demand
for medical collaboration as well as telemedicine that offers remote diagnosis and treatment of
patients with electronic information and telecommunication technology, more hospitals as well
as other medical institutes are gradually shifting to a hybrid cloud model, which consists of
both private and public cloud computing platforms, allowing information sharing between
hospitals. Our Company currently offers hybrid cloud solutions.

° Stage III: Public Cloud. With the continuous development of internet medical care,
telemedicine, and regional medical care, information barriers among medical service institutes
are expected to be gradually removed. The public cloud will become the primary choice for
most hospitals and medical institutions in China. As such, the acceptance level and application
rate of public cloud will increase significantly in the future. As for the data securlty, according
to “Guidance for security of public cloud platform” (A E -2/ L2 Pi# 77 %), sensitive
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data should be identified by the system, the storage and transmission of users’ data are
encrypted, and users need to be verified (by passwords or other technical methods) and
authorised before using any data.

Market Size of Medical Imaging Cloud Services Market in China

Because of the rapid popularisation of internet and fast development of information technology, an
increasing number of healthcare institutes in China are deploying medical imaging cloud services for
improving efficiency and convenient image reading, resulting in the continuous growth of the market size
from RMBO.7 billion in 2016 to approximately RMB3.5 billion in 2021 with the CAGR of 36.6%. Driven
by the needs of larger storage capacity due to the improvement in imaging devices and significant increase
in image volume, cloud platform becomes a more cost-efficient way than traditional local storage.
Coupled with the needs of information and data sharing within regions and between institutes, the market
size of medical imaging cloud services industry in China is expected to further grow from approximately
RMB3.5 billion in 2021 to approximately RMB18.9 billion in 2030 with a CAGR of 20.6%.

The price of medical imaging cloud services varies from the size of hospitals and the amount of data
to be possessed or stored. According to the bidding information published online by provincial medical
institution procurement platforms, the average price of building a medical imaging cloud services is more
than RMB1.2 million with a steady increase rate of 5% to 8% overall. The construction of the medical
imaging cloud solutions by cloud solution providers usually requires the lease of servers. However, since
the lease term is usually 10 to 15 years, its impact on cost changes is slight.

Market size of medical imaging cloud services in China, 2016-2030E

CAGR 2016-2021 2021-2025E 2021-2030E RMB billion 18 9

Market size of China’s medical 36.6% 23.8% 20.6%
imaging cloud services

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: China Insights Consultancy

Benefitted from the abundant medical resources, rapid informatisation development and huge
demand for medical diagnosis and treatment in Shandong Province, the market size of the medical
imaging cloud industry in Shandong Province increased rapidly from less than RMBO0.06 billion in 2016 to
approximately RMB0.30 billion in 2021 at a CAGR of approximately 40.5%, and it is expected to keep
continuous growth and reach approximately RMB1.63 billion in 2030 with a CAGR of approximately
20.5%.

Market size of medical imaging cloud services in Shandong Province, 2016-2030E

CAGR 2016-2021 2021-2025E 2021-2030E RMB billion

Market size of medical imaging 40.5% 22.0% 20.5%
cloud services in Shandong Province

1.63

1.38 0.48

East Shandong
I West Shandong 116 041

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: China Insights Consultancy

The hurdles faced by the hospitals with respect to the shifting of traditional medical imaging films to
medical imaging cloud films in China and Shandong, are as follows:

(1) Lack of capital for medical imaging cloud system setup: low grade and unranked hospitals
and community health centres may have outdated medical imaging equipment and healthcare
information systems, and adopting medical imaging cloud films would require the update of
medical imaging hardware, hospital information system on top of the upfront installation cost
of medical imaging cloud films software, which in turn creates significant barrier financially
for these medical institutions to transition from traditional imaging films to medical imaging
cloud films.
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(2)

3)

4)

(5)

(6)

Lack of defined payer for medical imaging cloud films: currently, traditional medical imaging
films are either covered under health insurance in some provinces or paid by patients out-of-
pocket. However, there is no clear guidance as to whether the provincial health authorities,
hospitals, or the national insurance will pay for the initial installation of medical imaging cloud
films software, and whether patients or insurance will pay for medical imaging cloud film
services on a per examination basis. The lack of defined payers leads to reluctance in the use of
medical imaging cloud films in hospitals.

Lack of official pricing guideline for medical imaging cloud films: public hospitals are
required to follow pricing guidelines to charge the fees from patients, and most provinces in
China have not included medical imaging cloud films in pricing guidelines, which creates
difficulties for public hospitals to charge patients for medical imaging cloud film services.

Traditional medical imaging films satisfies the needs for hospital transfer in China’s
hierarchical medical system: The implementation of hierarchical medical system in China
results in frequent patient transfer between low-tier hospitals and high-tier hospitals. Currently,
only some of the hospitals in China with diagnostic imaging centres have employed medical
imaging cloud systems, resulting in difficulties in digital imaging data transfers between
hospitals with no established medical imaging cloud systems. Due to data security concerns
including patient data leakage and malware infection through portable storage devices,
hospitals in China do not often utilise portable storage devices such as USB and CD for
storing and transferring medical imaging data. Traditional medical imaging films could provide
patients with past medical imaging examination results while transferring to other hospitals.

Traditional medical imaging films provide crucial evidence in the events of medical disputes:
as compared to medical imaging cloud films, traditional medical imaging films are more
difficult to modify and serve as crucial as evidence in cases of medical disputes.

Users’ habits: traditional medical imaging film has been used in the medical system for
decades and is widely recognised by physicians and clinicians. Most physicians and clinicians
have a long-standing habit of reading medical imaging in its physical form when making
diagnosis. In addition, due to the unfamiliarity with online health applications among elderly
patients, and the long-standing habit of obtaining traditional medical imaging films after
medical imaging examination, traditional medical imaging films will still be preferred by the
elderly patient population.

Market drivers and Future Trends
Market Drivers and Future Trends of the China’s Medical Imaging Film Products Market

The primary market drivers and trends for the medical imaging film products market in China

include:

Expanding construction of a regional diagnosis and treatment system. The regional diagnosis
and treatment system is an efficient mechanism for sharing medical resources through the
rational allocation of medical resources at different levels of medical institutions and with
mutual cooperation for sharing medical resources at different levels. According to the
“Hospital Grading Management Standards”, the hospitals in China are classified into Grade I,
II, and III. Grade III hospitals are the largest and best regional hospitals in China that typically
have more than 500 hospital beds. As comprehensive hospitals, Grade III hospitals provide
high-quality professional healthcare services covering a wide geographic area and undertake
higher academic and scientific research initiatives. The Grade III hospitals are graded into
three sub-levels (A, B and C) based on the assessment of competent authorities and Grade I11A
hospitals are the highest ranking hospitals among Grade III hospitals. Grade II hospitals are the
regional hospitals that typically having 100 to 499 hospital beds. As comprehensive hospitals,
Grade II hospitals provide multiple communities with integrated healthcare services and
undertake certain academic and scientific research missions. The Grade II hospitals are graded
into three sub-levels (A, B and C) based on the assessment of competent authorities and Grade
ITA hospitals are the highest ranking hospitals among Grade II hospitals. Grade I hospitals,
typically having 20 to 99 hospital beds, are primary hospitals that provide preventive, medical,
health care, and rehabilitation services directly to a certain population of the community. The
Grade I hospitals are graded into three sublevels (A, B and C) based on the assessment of
competent authorities and Grade IA hospitals are the highest ranking hospitals among Grade I
hospitals. In 2021, Grade III hospitals, Grade II hospitals and Grade I and non-graded hospitals
handled approximately 57.5%, 32.2% and 10.3% of the total number of patients visits in China,
respectively, accounting for 2.20 billion patients visits, 1.30 billion patients visits and 0.40
billion patients visits, respectively. The system improves the capacity of medical imaging
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services at lower level medical institutions, allows better patient access to medical imaging
examinations, and encourages remote diagnosis through regional medical diagnosis and
treatment system.

° Government’s supporting for third-party medical imaging and diagnostic centres. In August
2016, the National Health Commission released its Basic Standards of Medical Imaging and
Diagnostic Centres, which sets out several specific requirements for developing medical
imaging and diagnostic centres. The medical imaging film products market is expected to see a
growth opportunity due to the increase in number of medical imaging and diagnostic centres in
order to solve the unmet diagnostic needs of developing areas.

° High industry concentration. Hospital procurement teams are inclined to repurchase medical
imaging film products from previous providers, which means that existing companies have a
higher possibility to secure orders in the future.

° Self-service substitution trend. Self-service film output printers can save labour costs because it
eliminates the need for specific physicians responsible for printing and distributing imaging
results and improves patient satisfaction due to reductions in distribution errors and shorter
waiting times.

° Import substitution. With the government’s issuance of its “Made in China 2025 and “Outline
for Healthy China 2030”, substitution of imported medical devices by local medical devices
has become an inevitable trend. The market for domestic medical imaging film products is
expected to benefit from this policy support, with an increased share of medical device
purchases shifting from multinational companies to domestic companies.

Market Drivers and Future Trends of China’s Medical Imaging Cloud Services Market

The primary market drivers and trends for the medical imaging cloud services market in China
include:

° Favourable government policy. “The plan of construction of demonstration province for
“Internet + healthcare™(2019-2020)" (LIS #HEHE « T I+ 5B il B /s A 22 ke A7 B it )
(2019-20204F )encourages the implementation of digital imaging “cloud film” service of
medical institutions based on the provincial health information platform, as it is a crucial step
to realise medical imaging data sharing between hospitals. In addition, during the 2021
National Medical Management Conference, the NMPA also listed the construction of smart
hospitals, including the integration of information systems and development of Internet- and
tele-medicine as the main path for primary care patients to access high-quality medical
resources.

° Requirement for precise diagnosis. For doctors reading images online, cloud platforms can
provide additional functions including zooming, marking and Al-aided comparison between
similar images, enabling doctors to precisely detect and locate abnormalities and reduce the
risk of misdiagnosis.

° Demand for automation in hospitals. Cloud platforms can help realise high-level automation in
hospitals by simplifying procedures, including outputting, printing, programming and
distributing medical image archives. Since medical images are automatically uploaded to the
cloud server, doctors can always browse the archives and data online on mobile devices or
workstations. They no longer need to extract and print the images from imaging devices
themselves. Likewise, cloud platforms also provide automatic archiving storage and backup
services, which reduces the maintenance cost of the storage system for hospitals.

° Demand for remote consultation. The demand for online medical consultation and diagnosis
has increased continuously in recent years, indicating an expanding base of patients in need of
the services provided by imaging cloud platforms. In order to conduct remote diagnosis,
patients need to share their medical images to experts through the cloud platform, with experts
then conducting Al-aided diagnosis based on those images and providing digital reports or
prescriptions to patients. Digital images and cloud servers are the basic technologies needed for
the Al-aided recognition of lesion locations and online consultation.

° Increasing demand for inter-hospital information sharing and communication. The
development level of healthcare services varies widely across different regions within China,
which leads to an imbalance in the allocation of medical resources among people living in
urban and rural areas. With medical imaging cloud services, medical scans imaging can be
completed in Grade I hospitals while the results can then be sent to Grade II and IIT hospitals
for remote diagnosis, which means that patients in less-developed areas can also be readily
diagnosed by experts within a shorter period of time. In addition, the patient triage function
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built into cloud platforms will prioritise allocating patients with acute diseases to top-tier
hospitals and redirect patients with less serious diseases to lower-tier healthcare institutions.
Thus, the allocation of medical resources will be improved with the use of cloud platform.
When a patient is transferred to another hospital during the course of treatment, doctors can
directly perform a diagnosis if the patient’s information is shared between hospitals via the
medical imaging cloud services, which therefore simplifying the treatment procedures
including medical scans and improving the efficiency of hospitals.

° Advancements in medical imaging technology. Along with advancements in imaging
technology, the volume of images is also projected to undergo further expansion in the future,
implying higher requirements for data storage. Since medical data must be kept for at least 15
years, hospitals are not allowed to delete their data and therefore the need for storage capacity
will be a hard requirement for hospitals/medical institutions. In contrast with the limited
capacity of offline-based local storage, cloud platforms are more readily expandable, allowing
medical data and images to be saved permanently, which in turn enhances the security of
hospitals/medical institutions against unforeseen accidents and providing a backup of data
archives.

Entry Barriers

Entry Barriers of China’s Medical Imaging Film Products Market

Brand Stickiness. The first-mover advantage gives existing companies superiority in terms of their
customer base and customer stickiness. Hospital procurement departments have the tendency to
continue purchasing contracts with existing providers unless any significant adverse events occur.

Sales channel establishment. Medical imaging film products market usually requires a strong
marketing network, and good relationship between manufacturers, distributors and hospitals. Once
this relationship is established, it is usually relatively stable. Therefore, this will create obvious
industry barriers for new manufacturers and distributors.

Entry Barriers of China’s Medical Imaging Cloud Services Market

Technological barrier. The construction of a medical imaging cloud services relies heavily on
technology, with high standards in terms of both the depth and breadth of related technical
knowledge. Incumbents always have to face the challenge posed by competitors and potential new
entrants, and thus need to continually update and improve existing techniques, as well as retaining
patents and operational excellence. New entrants require talented personnel for the development of
their platform, the design and operation of cloud computing services, and the customisation of
databases as well as cybersecurity. At present, skilled technicians mainly integrate into the large
incumbents in the industry, which means that it is difficult for new entrants to directly hire these
talents in the labour market. In addition, it requires years for a new team of technicians to
accumulate experience in operations and innovative knowledge.

Customer stickiness. According to the China Hospital Information Management Association, 80% of
hospitals in China prefer local suppliers, while price is relatively less important than factors such as
reputation and supplier size. First movers which have built their own brands, are broadly recognised
by local hospitals and healthcare institutions in terms of their knowledge of medical needs and
qualified infrastructure. Stable long-term relationship between incumbents and healthcare institutions
forms natural barriers for new entrants to enter the market, and further increases the difficulty of
accumulating data and operational experience.

Political and regulatory barrier. Data and archive storage forms one of the basic functions of
medical imaging cloud services. For companies operating regional cloud platforms, data security and
information privacy are always the most critical factors that governments will consider when
deciding whether a company is qualified for providing data centre services. In contrast with new
entrants, local incumbents with more successful cases and mature data security systems are more
likely to meet the regulatory requirements of governments. Likewise, since regional platforms are
directly under the inspection of both local and national governments, professional staff with
compliance, management and communications experiences with the government is also necessary
for companies to operate successfully in the market.

Threats & challenges

Threats and challenges of China’s Medical Imaging Film Products Market

Policy change. Macro-industrial policies bring uncertainties to the medical imaging film products
market. The implementation of the two-invoice or even one-invoice policy for medical devices,
which aims to reduce the procurement cost of medical consumables by reducing the layers of
distributors, have led to a decrease in profit margin for distributors of medical devices regulated
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under this policy. Please refer to the section headed “Regulatory Overview — Two Invoice System”
in this prospectus for more details on the implementation of the “Two Invoice System” in the PRC.
The sales models of related companies are constantly changing and optimising in accordance with
the political environment. With the implementation of national policies and the continuous expansion
of the scope of centralised procurement, it will bring more potential challenges to the industry.

° Shortage of the core technology. The overseas manufacturers have taken up the majority of market
share in this industry and domestic companies lack core technologies like the production of medical
dry laser film to compete with the overseas manufacturers. The barriers of technology will restrict
the further development of the industry and bring more potential challenges.

Threats and challenges of China’s Medical Imaging Cloud Services Market

° Large number of competitors. As of the end of 2021, the medical imaging cloud services industry in
China is relatively disperse and there exists no key players with a market share which is larger than
10%. Currently, only few hospitals in China have realised the importance of imaging cloud platform,
and most hospitals only have low requirements when deploying new PACS system (for example,
only storage requirement), which makes it difficult for suppliers to differentiate from each others in
bidding, resulting in low technical entry barrier and large number of small-size competitors. With
more promotion and development of informatisation in hospitals, more specific and complicated
requirements (for example image processing functions and reinforced data security) will be expected
on the cloud platform, which will contribute to higher entry barrier and eliminate unqualified
companies.

° Strong regional customer stickiness. Due to high downtime costs, local suppliers can solve various
technical problems quickly. Hospitals have established strong regional customer stickiness, which
forms the entry barrier for suppliers from other provinces, resulting in large number of regional
players and difficulties for incumbents to expand to other markets.

COST ANALYSIS
Cost of Medical Imaging Films

The cost of medical imaging films is the main cost in the medical imaging film products market. The
cost of medical imaging films is steadily declining due to technological advancement, increasing number
of domestic suppliers, centralised procurement policy, and the increasing availability of cloud film
substitutes.

The cost of medical imaging films has minimal impact on the end selling price. The price floor of
end selling price of medical imaging film products from distributors is limited by medical imaging film
products manufacturers. For public medical institutions, volume procurement process limits the ceiling
price for medical imaging films and other types of medical consumables, and the eventual transaction
price is based on the bidding outcome of market participants.

Below are the average Tier-1 distributor sales prices of medical dry laser film, thermal film and
medical printing film.

Price of medical dry laser film, 2016-2025E Price of thermal film, 2016-2025E Price of medical printing film, 2016-2025E
- ?;}‘)‘:)er:““ RMB per film - E;’F"‘;er:"c RMB per film Domestic RMB per film

~14

~7

-5
-4

~16
~12
I ~9 i

2016 2021 2025E 2016 2021 2025E 2016 2021 2025E

Source: China Insights Consultancy

Note: Domestic OEM laser film products have only become available in recent years. The import prices are generally higher
than domestic OEM medical imaging film products due to higher transportation and storage cost, as well as its brand
reputation.

Labour Cost

The labour cost is a significant cost in the medical imaging cloud services market. The overall labour
cost is showing a slow upward trend, while the labour cost in Shandong Province is lower than the
national average.
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Average annual salary of Urban employees, national and Shandong, 2016-2021
National Bl Shandong RMB thousand

106.8
97.4 97.5

90.5

2016 2017 2018 2019 2020 2021

Source: National Bureau of Statistics
Note: the average annual salary calculated by the National Bureau of Statistics is based on government-owned enterprises.

The average annual salary of urban employees in the information transmission, computer service and
software industry is higher than that of urban employees overall. Since Shandong Province is a province
with a large population and resources, labour costs are lower than the national average.

Average annual salary of Information transmission, computer service and software industry,
national and Shandong, 2016-2021

RMB thousand

National Bl Shandong 2015

177.5
161.4
147.7
133.2

122.5 116.1

105.3

2016 2017 2018 2019 2020 2021

Source: National Bureau of Statistics
Note: the average annual salary calculated by the National Bureau of Statistics is based on government-owned enterprises.

COMPETITIVE LANDSCAPE

Competitive Landscape of the Medical Imaging Film Products Market in China and Shandong
Province

China’s medical image film products market is a highly concentrated market. The top five
manufacturers account for more than 60% of the market share. The technical barriers of medical dry laser
films are relatively high. At present, only a few overseas manufacturers possess the know-how of
manufacture of medical dry laser film, which results in market concentration. In the field of thermal film
and medical printing film, local companies have possessed the independent production capabilities, and
they can develop rapidly by virtue of their price advantages.

Top 5 manufacturers in medical imaging film products market, China, 2021

Listing Approximate  Approximate
Rank Company Location  Status Description Revenues Market share
RMB billion %
1 Medical Imaging USA Listed It provides medical imaging systems and IT solutions worldwide, as well as advanced 1.9 28.0%
Products materials for the precision film and electronics markets. It has branches in more than
Manufacturer 170 countries around the world, and has always been a leader in various technologies
in medical imaging and medical IT.
2 Fujifilm Holdings Japan Listed Its business areas include imaging vision, medical health, high-performance materials, and 0.9 14.0%
Corporation printing industry, mainly providing products and related services such as photographic
equipment, medical systems, and life science systems.
3 Agfa-Gevaert N.V. Belgium  Listed Its businesses are divided into three business segments: imaging, medical and special 0.7 10.4%

products. It mainly develops, produces and sells various digital imaging systems and IT
solutions, which are mainly used in the printing industry and the healthcare industry.

4 Konica Minolta, Inc. ~ Japan Listed Its business involves office business, professional print business, healthcare business and 0.5 7.6%
industrial business. It is the world’s leading medical image printing integrated service
provider and solution provider.

5 ] China Unlisted It is a leading domestic medical imaging film products manufacturer in China with focus 0.3 4.8%
on the R&D of medical dry laser film.

Note: The top five manufacturers in aggregate accounted for approximately 64.8% of the market share in China in 2021.
Source: China Insights Consultancy
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Top 2 manufacturers in medical imaging film products market, Shandong Province, 2021

Listing Approximate  Approximate
Rank Company Location Status Description Revenues Market share
RMB billion %
1 Medical Imaging USA Listed It provides medical imaging systems and IT solutions worldwide, as well as advanced 0.23 55%
Products materials for the precision film and electronics markets. It has branches in more than
Manufacturer 170 countries around the world, and has always been a leader in various technologies
in medical imaging and medical IT.
2 Fujifilm Holdings  Japan Listed Its business areas include imaging vision, medical health, high-performance materials, 0.13 30%
Corporation and printing industry, mainly providing products and related services such as

photographic equipment, medical systems, and life science systems.

Note: The top two manufacturers in aggregate accounted for approximately 85% of the market share in Shandong province
in 2021.

Source: China Insights Consultancy

Shandong Province is one of the largest medical imaging film products markets in China, therefore,
all major manufacturers consider Shandong Province as a key region for development. The competitive
landscape in Shandong province is the same as the one in China. The concentration of leading companies
in Shandong Province is also obvious. The top two manufacturers accounted for more than 80% of the
market share.

Our Group engages in the distribution of medical imaging film products from third-party brands and
the sale of our self-branded medical imaging film products. For the distribution business, our Group is the
biggest Tier-2 distributor of Medical Imaging Products Manufacturer in Shandong Province in terms of
sales volume in 2021. As at the Latest Practicable Date, Honghe Group is the only Tier-1 distributor of
Medical Imaging Products Manufacturer in Shandong Province. It is an industry norm for the distribution
companies like our Group to rely heavily on a few suppliers due to the dominance by a few players in the
medical imaging film products market in the PRC.

Competitive landscape of medical imaging cloud services market in China and Shandong Province

China’s medical imaging cloud services is scattered and the top 5 companies in medical imaging
cloud services market account for approximately 13.6% market share. The reasons are as follows:

° The medical imaging informatisation is still in its infancy at all levels hospitals in China.
Therefore, there is a lot of unmet market demand.

° The primary consideration for most hospitals at all levels to choose informatisation
construction is localised and personalised services due to the concern over timely response for
any technical assistance. Therefore, many regional manufacturers have entered this market
driven by lucrative profit.

° Due to the limited application space, the industry has not formed obvious technical barriers,
such as storage space, transmission speed, etc.

With the improvement of medical imaging cloud services, the area involved is wider and the
problems dealt with are more complex. Companies with regional influence and national layout will have a
competitive advantage.

Top 5 companies in medical imaging cloud services market, China, 2021

Listing Approximate  Approximate

Rank Company Location  Status Description Revenues Market share

RMB million %o

1 A Shanghai ~ Unlisted A leading and one of the earliest integrated service providers focusing on medical imaging 124.3 3.4%

and information solutions in China.

2 Winning Health Shanghai  Listed A domestic high-tech enterprise focusing on overall digital solutions and services in the 113.9 3.1%
Technology medical, health and sanitation fields. It has more than 20 branches and R&D bases
Group across the country, serving more than 6000 users in medical and health institutions.

3 B-SOFT Co., Ltd. Zhejiang  Listed Its business is focused on the information technology construction in the healthcare 103.5 2.8%

industry and can be divided into healthcare information technology application
software and information technology-based system integration business.

4 Neusoft Corporation ~ Shenyang Listed A comprehensive solution provider for clinical diagnosis and treatment based on imaging 78.7 2.2%
equipment. It has four business lines: digital medical diagnosis and treatment
equipment, in vitro diagnostic equipment and reagents, MDaas and equipment services.

5 E Beijing Unlisted A provider of software products, system integration and operation services for digital 711 2.1%
hospital construction, regional health informatisation construction, and overall solutions
for mobile medical services based on digital hospital and regional health
informatisation.

Our Group Shandong  Unlisted ~ Our Group is a medical imaging solutions provider and principally engages in providing 14.2 0.4%

medical imaging film products and medical imaging cloud services in Shandong.

Source: China Insights Consultancy
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The competition of medical imaging cloud services in Shandong Province is relatively concentrated
as compared to the medical imaging cloud services market in China. The top 3 companies in Shandong
Province’s medical imaging cloud services market accounted for approximately 16.4% market share in
terms of sales revenue in 2021. Hence, the market in Shandong Province is fragmented. Our Group is the
early mover to tap into the medical imaging cloud services market. Relying on its technology
accumulation over years of operation and channel advantages, it ranks the third in the field of medical
imaging cloud services market in Shandong Province with a market share of approximately 4.7% in term
of sales revenue in 2021.

Top 3 companies in medical imaging cloud services market, Shandong Province, 2021

Approximate ~ Approximate

Rank Company Location Listing Status Description Revenues ~ Market share
RMB million %
1 K Beijing Unlisted A provider of cloud computing services to hospitals for the whole process of 20.7 6.8%

imaging examination business, including assisting information sharing between
hospitals, doctors and patients to achieve interoperability of various diagnostic
resources.

2 A Shanghai Unlisted A leading and one of the earliest integrated service providers focusing on medical 15.0 4.9%
imaging and information solutions in China.

3 Our Group Shandong Unlisted Our Group is a medical imaging solutions provider and principally engages in 14.2 4.7%
providing medical imaging film products and medical imaging cloud services in
Shandong.

Source: China Insights Consultancy
COMPETITIVE ADVANTAGE ANALYSIS OF THE GROUP
The competitive advantages of the Group include:

° Comprehensive medical imaging solutions provider. Our Group is the only provider in
Shandong Province which provides medical imaging film products together with medical
imaging cloud services. We have built a complete service chain by providing both film
products and cloud services.

° Regional leader. Our Group has established stable business relationship with more than 90
hospitals. Given (i) its large customer base; (ii) our Group is the largest Tier-2 distributor of
the Medical Imaging Products Manufacturer, in terms of sales volume in Shandong Province in
2021; and (iii) that our Group has its own “J{%2 B> (Guanze Huiyi) brand, our Group is a
regional leader in the medical imaging film products and cloud services market.

° Reliable customer relationships and stable relationships with suppliers. Our Group has
established a stable business relationship with our major customers and suppliers, gaining
prominent reputation among customers and suppliers in Shandong Province.
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Medical device industry of the PRC is subject to a large number of laws and regulations and
extensive government supervision. Such laws and regulations encompass the areas including
manufacturing, sales of medical devices, labour and intellectual property. Principal regulatory
authorities of the industry are NMPA and its local regulatory branches. In March 2018, the State
Council Institutional Reform Proposal passed by the First Session of the Thirteenth NPC decided the
CFDA shall cease to exist, and the NMPA was established to undertake the duties of the former CFDA.

LAWS AND REGULATIONS RELATING TO MEDICAL DEVICES
Regulation and Classification of Medical Devices

Pursuant to the Regulations on the Supervision and Administration of Medical Devices ({5 BE#5 M
R 1)) (the “Medical Device Regulations™) promulgated by the State Council and effective
from 1 April 2000, and latest amended on 9 February 2021 and came into effect on 1 June 2021, the
food and drug supervision and administration of the State Council shall be responsible for the
supervision of medical devices of the PRC. All relevant departments of the State Council shall be
responsible for the supervision of medical devices within their respective scope of duties. Food and drug
supervision and administration departments of the local people’s governments at the county level and
above are responsible for the supervision of medical devices within their own administrative
jurisdictions. The relevant departments of the local people’s governments at the county level and above
are responsible for the supervision of medical devices within their respective scope of duties.

In the PRC, medical devices have been classified into three categories based on the degree of risk.
Class I medical devices shall refer to those devices with low risk and whose safety and effectiveness can
be ensured through routine administration. Class II medical devices shall refer to those devices with
medium risk and whose safety and effectiveness should be strictly controlled. Class III medical devices
shall refer to those devices with high risk and whose safety and effectiveness must be strictly controlled
with special measures.

We distribute Class I medical devices and Class II medical devices (excluding in vitro diagnostic
products) mainly in China, including medical imaging films, medical image printer, self-service film
output printer.

Registration and Filings of Medical Device Products

According to the Measures for the Administration of Medical Devices Registration and Filing (&
PEA O i LA 22 BV )  (the “Measures for Medical Devices Registration and Filing”)
promulgated by the SAMR on 26 August 2021 and became effective on 1 October 2021, Class I
medical devices shall be subject to product filing-based administration. Class II and Class III medical
devices shall be subject to product registration-based administration. For the filing of Class I medical
devices in China, the applicant shall submit the filing materials to the municipal departments in charge
of drug supervision and administration. Class II medical devices in China shall be examined by the
provincial counterparts of NMPA and Class III medical devices in China shall be examined by NMPA,
and after approval, a medical device registration certificate shall be issued. The registration and filing of
medical devices shall comply with the relevant requirements of the classification rules and the
Catalogue.
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Pursuant to the Measures for Medical Devices Registration and Filing, for a Class II or Class III
medical device which have already been registered, where there is a change to product name, model,
specifications, structure and components, applicable scope, technical specifications for product and
production address for imported medical device, the registrant shall apply to the relevant authority for
the alteration. Where there is a change to the name and domicile of the registrant or its agent, the
registrant shall apply to the relevant authority for the alteration. If there is a change in the
manufacturing address of a domestic medical device, the registrant shall go through the formalities for
the alteration after the corresponding change of production permits.

The registration certificate for a medical device is valid for five years and the registrant shall apply
to the food and drug supervision and administration departments for renewal six months prior to its
expiration date.

We have the Class I medical devices filed with the food and drug supervision and administration
departments of the local people’s governments at the districted city level for the products we currently
manufacture and sell in China. We also have the production licence of Class II medical devices issued
by the food and drug supervision and administration departments of the local people’s governments at
the provincial level for the products (i.e. mobile X-ray system and high pressure injector) we will
manufacture in the future.

Production Permit of Medical Devices

Pursuant to the Regulations of Medical Devices and the Administrative Measures on the
Production of Medical Devices (BREgs/E i BB S HHHE)) (the “Production Measures™)
promulgated by the CFDA on 30 July 2014, amended and coming into effect on 17 November 2017, a
manufacturer of medical device shall satisfy all of the following conditions:

(i) possessing production sites, environmental conditions, production equipment and professional
technicians that are suitable for such medical device produced;

(ii) possessing organisations or professional examination staff and examination equipment that
carry out quality examination for such medical device produced;

(iii) formulating a management system which ensures the quality of such medical device;
(iv) having capability of after-sale services that is suitable for such medical device produced; and

(v) satisfying the requirements as prescribed in production R&D and production technique
documents.

The enterprises engaging in the production of Class I medical devices shall make filings for such
Class I medical devices with the food and drug supervision and administration departments of the local
people’s governments at the districted city level and submit proofing materials of qualification to engage
in the production of such medical devices. The enterprises engaging in the production of Class II and
Class IIT medical devices shall apply for production licences to the food and drug supervision and
administration departments of the local people’s governments of the provinces, autonomous regions or
municipalities, and submit proofing materials of qualification to engage in the production of such
medical devices and registration certificates for such medical devices produced.
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A production permit for a medical device is valid for five years and the registrant shall apply to
the original departments that issued such permit for renewal six months prior to its expiration date.

Medical device manufacturers shall be responsible for the quality of medical devices they
manufacture. In the event of entrusted manufacture, the entrusting party shall be responsible for the
quality of medical devices manufactured under entrustment. In the event of entrusted manufacture of
medical devices, the entrusting party shall be the domestic registrant or record filing party of the
medical devices manufactured under entrustment. In the event of entrusted manufacturing of the
domestic medical devices which have been examined and approved according to the special examination
and approval procedures applicable to innovative medical devices, the entrusting party shall obtain the
licence for entrusted manufacture of medical devices or go through the formalities for record-filing of
the manufacture of Class I medical devices. In the event of entrusted manufacture of medical devices,
the entrusted party shall be a domestic manufacturing enterprise which has obtained the licence for
entrusted manufacture of medical devices or gone through the formalities for record-filing of the
manufacture of Class I medical devices. The entrusted party shall bear corresponding responsibility for
the medical devices manufactured under entrustment. Furthermore, in order to further strengthen the
supervision and management of medical devices production, standardise medical device production
activities and ensure the safety and effectiveness of medical devices, the Measures for the Supervision
and Administration of Medical Device Production (2022 Revised) (B8 # i AE B B8 45 B (202218
#1))) was promulgated by the NMPA on 10 March 2022, and came into effect on 1 May 2022.

We have the Class I medical devices filed with the food and drug supervision and administration
departments of the local people’s governments at the districted city level for the products we currently
manufacture and sell in China. We also have the production licence of Class II medical devices issued
by the food and drug supervision and administration departments of the local people’s governments at
the provincial level for the products we will manufacture in the future.

Quality Management of Medical Devices

Medical device operation in the PRC is subject to the Good Supply Practise for Medical Devices
(CEPRA AR E BB FEHLHD)) issued by the CFDA on 12 December 2014 and became effective on the
same day, according to which enterprises engaging in medical device business shall carry out risk
management based on the risk categories of medical devices operated by it, take corresponding quality
management measures and keep relevant records or archives. The medical device business enterprises,
unless otherwise provided therein, shall also have business premises and warehouses that match its
business scope and scale, and the area of business premises and warehouses shall meet the business
requirements. The storage operation area and auxiliary operation area of medical equipment shall be
separated from office area and living area, or quarantine measures shall be taken for the storage
operation area and auxiliary operation area. Also, medical device operation enterprises shall strengthen
the management of return of goods to ensure the quality and safety of medical devices at the stage of
return and prevent the mixing in of counterfeit and inferior medical devices.

Permit for Medical Device Operation

Pursuant to the Measures for the Supervision and Administration of Medical Devices Operation
(CEPRA A BB FEHEE)) which was promulgated by CFDA on 30 July 2014 and became
effective on 1 October 2014, and last amended on 17 November 2017, an enterprise engaging in the
operation of medical devices shall have business premises and storage conditions suitable for the
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operation scale and scope, and shall have a quality control department or personnel suitable for the
medical devices it operates. An enterprise engaged in the operation of Class II medical devices shall file
with the municipal level food and drug supervision and administration department and provide proofing
materials for satisfying the relevant conditions of engaging in the operation of medical devices, while an
enterprise engaged in the operation of Class III medical devices shall apply for an operation permit to
the municipal level food and drug supervision and administration department and provide proofing
materials for satisfying the relevant conditions of engaging in the operation of such medical devices.

The food and drug supervision and administration department which receives operation permit
application shall grant the operation permit if the enterprise meets the prescribed requirements. An
operation permit is valid for five years and may be renewed pursuant to the relevant regulations. An
enterprise engaging in medical devices operation shall not operate or use any medical device that has not
been legally registered, without qualification certificate, expired, invalid or disqualified. Moreover, in
order to further strengthen the operation supervision and management of medical devices, standardise
the business activities of medical devices and ensure the safety and effectiveness of medical devices, the
Measures for the Supervision and Administration of Medical Devices Operation (2022 Revised) (&%
A S s B H I (202218 7T))) was promulgated by the NMPA on 10 March 2022, and came into
effect on 1 May 2022.

We currently have the Class II record-filing certificate for medical device business operations and
the Class III medical device operation permits, which are within the validity term.

Two Invoice System

On 26 December 2016, the State Council together with seven other central government
departments (including the NHFPC and the State Administration of Food and Drug) jointly issued the
Notice on Opinions on the Implementation of the Two Invoice System in Drug Procurement by Public
Medical Institutions (for Trial Implementation) (€[ A 7E 23 37 S AR A 2 i 4% 18 v 0 47 7 22 il 1) B ot
RG17))) (the “Notice™). According to the Notice, the aim of the “Two Invoice System” is to only
allow a maximum of two invoices to be issued in the value chain with the first invoice to be issued by
manufacturers to distributors and the second one to be issued by distributors to hospitals and healthcare
institutions.

On 5 March 2018, six government departments including the National Health Commission and
MOF jointly issued the Notice on Consolidating the Achievements of Cancelling Drug Markups and
Deepening Comprehensive Reforms in Public Hospitals (B 2 [ 5 B DL SE 4 55 R Fr A8 TR L A 3 58
BE4r A e A4 A1)), which stipulates the implementation of the centralised purchase of high value
medical consumables, and that the “Two Invoice System™ in relation to high-value medical consumables
shall be gradually implemented.

On 19 July 2019, the General Office of the State Council issued the Notice on Printing and
Distributing the Reform Plan for the Management of High-value Medical Consumables ((BdAEN#E (IR
PR (BB FEA % U 22D HEADD), according to which, high-value medical consumables refer to the
medical consumables that are directly used for human bodies, and are strictly required for safety, and are
in great clinical demand and priced relatively high, and can impose heavy burdens on patients for
affording them. Local governments are encouraged to adopt the “Two Invoice System” combined with
actual situation in order to reduce the circulation of high-value medical consumables and promote the
transparency of purchase and sales. The integrity operation and practise of enterprises of high-value
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medical consumables and their practitioners are included in the credit management system to enhance
the recording, publication, and early warning of dishonest behaviour, and strengthen the management of
performance.

Pursuant to the Reply of the National Healthcare Security Administration to Recommendation No.
1209 of the Second Session of the 13th National People’s Congress ([ 5 B2 ff i oy 3 -+ = Jm& 2 B A
KR KB 120958 ik % %)) issued by National Healthcare Security Administration on 23 July
2019, “Two Invoice System” for high-value consumables needs to be further discussed given the huge
differences between the nature of high-value consumables and drugs, including the complexity of
clinical use and after-sales service.

The following table sets out the regulatory development regarding the implementation of the “Two
Invoice System” for each of the provinces in the PRC at the Latest Practicable Date, the specific
implementation shall take into account the actual situation of the locality.

No. Provinces Scope of the implementation of the “Two Invoice System”

1. Anhui implements the “Two Invoice System” for the procurement of medical
consumables in all public medical institutions above the second level. In
practise, the “Two Invoice System” applies to high-value medical
consumables and does not include low-value medical consumables. The
medical imaging film products are not included.

2. Beijing there is no clear provision on the “Two Invoice System” for consumables.
3. Chongqing there is no clear provision on the “Two Invoice System” for consumables.
4. Fujian only strictly implements the “Two Invoice System” for the procurement of

high-value medical consumables, and there is no clear provision for low-
value medical consumables.

5. Gansu only encourages the implementation of the “Two Invoice System” for high-
value medical consumables, and there is no clear provision for low-value
medical consumables.

6. Guangdong has gradually implemented the “Two Invoice System” for the purchase and
sale of high-value medical consumables, and there is no clear provision for
low-value medical consumables.

7. Guangxi only encourages the implementation of the “Two Invoice System” for the
purchase and sale of high-value medical consumables, and there is no clear
provision for low-value medical consumables.

8. Guizhou has gradually implemented the “Two Invoice System” for the purchase and
sale of high-value medical consumables, and there is no clear provision for
low-value medical consumables.
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10.

1.

12.

13.

14.

15.

16.

17.

18.

19.

Provinces

Hainan

Hebei

Heilongjiang

Henan

Hubei

Hunan

Inner
Mongolia

Jiangsu

Jiangxi

Jilin

Liaoning

Scope of the implementation of the “Two Invoice System”

all public medical institutions only implement the “Two Invoice System”
for the purchase and sale of high-value medical consumables (the relevant
provision was in the draft stage of soliciting public opinions), and there is
no clear provision for low-value medical consumables.

implements the “Two Invoice System” for the purchase and sale of medical
consumables (the relevant provision was in the draft stage of soliciting
public opinions) and encourages the implementation of the “Two Invoice
System” for the purchase and sale of high-value medical consumables, but
there is no clear provision for low-value medical consumables.

only has explicit provisions on the “Two Invoice System” for the purchase
and sale of testing reagents, sterile and implantable medical devices.

has not implemented the “Two Invoice System” for medical consumables
either at the provincial level or in Zhengzhou, the provincial capital of
Henan Province.

has gradually implemented the “Two Invoice System” for the classified
centralised procurement of high-value medical consumables, and there is no
clear provision for low-value medical consumables.

only explores how to implement the “Two Invoice System” for the
purchase and sale of high-value medical consumables, and there is no clear
provision for low-value medical consumables.

encourages qualified public medical institutions to implement the “Two
Invoice System” for the purchase and sale of medical consumables and
launches the pilot program of the “Two Invoice System” for high-value
medical consumables, but there is no clear provision for low-value medical
consumables.

has not implemented the “Two Invoice System” for medical consumables
either at the provincial level or in Nanjing, the provincial capital of Jiangsu
Province.

only encourages the implementation of the “Two Invoice System” for the
purchase and sale of high-value medical consumables, and there is no clear
provision for low-value medical consumables.

only encourages public hospitals to actively explore to implement the “Two
Invoice System” for high-value medical consumables, and there is no clear
provision for low-value medical consumables.

implements the “Two Invoice System” for the distribution of medical
consumables and testing reagents in all public medical and health
institutions, but it does not clearly define whether it applies to high-value
or low-value medical consumables.
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20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

Provinces

Ningxia

Qinghai

Shaanxi

Shandong

Shanghai

Shanxi

Sichuan

Tianjin

Xinjiang

Xizang

Yunnan

Zhejiang

Scope of the implementation of the “Two Invoice System”

implements the “Two Invoice System” for the circulation and distribution
of medical consumables and encourages the implementation of the “Two
Invoice System” for the purchase and sale of high-value medical
consumables, but there is no clear provision for low-value medical
consumables.

implements the “Two Invoice System” for the procurement of high-value
consumables and general medical consumables in all public medical
institutions, however, medical imaging film products do not fall within the
scope of the definition of general medical consumables.

implements the “Two Invoice System” for all medical consumables in all
public medical institutions, which indicates that medical imaging film
products shall be included. In case of any difficulty, the “Two Invoice
System” for high-value medical consumables may be implemented first.

only implements the “Two Invoice System” for drug procurement, and
there is no clear provision on the “Two Invoice System” for consumables.

there is no clear provision on the “Two Invoice System” for consumables.

implements the “Two Invoice System” for the procurement of medical
consumables, but it is not clearly defined whether it applies to high-value or
low-value medical consumables.

has gradually implemented the “Two Invoice System” for the purchase and
sale of high-value medical consumables, and there is no clear provision for
low-value medical consumables.

encourages the implementation of the “Two Invoice System” for the
purchase and sale of high-value medical consumables, and there is no clear
provision for low-value medical consumables.

only encourages the implementation of the “Two Invoice System” for the
purchase and sale of high-value medical consumables, and there is no clear
provision for low-value medical consumables.

has formulated provisions on the “Two Invoice System” for the
procurement of high-value medical consumables, but there is no clear
provision for low-value medical consumables.

there is no clear provision on the “Two Invoice System” for consumables.

has implemented the “Two Invoice System” for the procurement of medical
consumables, but it does not clearly define whether it applies to high-value
or low-value medical consumables.
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Pursuant to the Notice on Printing and Distributing the Reform Plan for the Management of High-
value Medical Consumables, high-value medical consumables refer to the medical consumables that are
directly used for human bodies, and are strictly required for safety, and are in great clinical demand and
priced relatively high, and can impose heavy burdens on patients for affording them. The aim of the
“Two Invoice System” is to only allow a maximum of two invoices to be issued in the value chain with
the first invoice to be issued by manufacturers to distributors and the second one to be issued by
distributors to hospitals and healthcare institutions. According to Centralised Procurement Catalogue of
High-value Medical Consumables of Shandong Province (First Batch) (1% & = {E 5§ F FE AL 45 o R 1
H#k (% —1t))) and Centralised Procurement Catalogue of High-value Medical Consumables of
Shandong Province (Second Batch) (LR & {E B HFEM &L R EEH Bk (55 —4L))) issued by Health
and Family Planning Commission of Shandong Province, the consumables included in the centralised
procurement scope of high-value medical consumables in Shandong Province mainly include vascular
interventional, non-vascular interventional, orthopaedic implantation, neurosurgery, electrophysiology,
pacemaker, extracorporeal circulation and blood purification, and ophthalmic materials. As of the Latest
Practicable Date, our products are not classified as the high-value medical consumables which is defined
in the Notice or Catalogue mentioned above.

On 30 September 2019, ten local government departments of Shandong Province including Health
Committee issued the Notice on “Two Invoice System” Implementation Plan in Medicines Procurement
by Public Medical Institutions in Shandong Province (CBHAENEE (Ll HE /A 7 B A AE 22 ) BRI 4
T2 B %) BIHEA)), which stipulates that all public medical institutions in Shandong
Province shall implement the “Two Invoice System” on the procurement of drugs from 30 October
2019. As of the Latest Practicable Date, Shandong Province has not yet implemented the “Two Invoice
System” on the procurement of high-value or low-value medical consumables.

Advertisements of Medical Devices

The advertisement of a medical device shall be true and lawful, and its content shall not be false,
exaggerated or misleading. A publisher of a medical device advertisement shall verify approval
documents and their authenticity prior to the publication. If (i) no approval document has been obtained.
(ii) the authenticity of any approval document has not been verified, or (iii) the content of the
advertisement is inconsistent with the approval documents, such medical device advertisement shall not
be published.

The SAMR promulgated the Interim Measures for the Administration of the Examination and
Administration of Drugs, Medical Devices, Health Foods, and Formula Foods for Special Medical
Purposes (CEE{g, ~ BEIEASM - RIEE N - A BEEHRE F BN ESFESEHYTHHE)) on 24
December 2019, which came into effect from 1 March 2020 and replace the Regulations of Medical
Devices and the Measures for the Examination of Medical Devices Advertisements.

National Medical Insurance Program

The national medical insurance program was adopted pursuant to the Decision of the State Council
on the Establishment of the Urban Employee Basic Medical Insurance Program (€[ 37 ISk T %5
A B BEAR B ] BE A PR E D) issued by the State Council on 14 December 1998, under which all employers
in urban cities are required to enrol their employees in the Urban Employee Basic Medical Insurance
Program and the insurance premium is jointly contributed by the employers and employees. Pursuant to
the Opinions on the Establishment of the New Rural Cooperative Medical System (< 37 7 5 B2 i+
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B AE BB B WA AT)) forwarded by the General Office of the State Council on 16 January 2003,
China launched the New Rural Cooperative Medical System to provide medical insurance for rural
residents in selected areas which has spread to the whole nation thereafter. The State Council
promulgated the Guiding Opinions of the State Council about the Pilot Urban Resident Basic Medical
Insurance (€[5 B B 7% BA 8 4ok B0 R B A B BE AR B B 1Y #5 2% 5)) on 10 July 2007, under which
urban residents of the pilot district, rather than urban employees, may voluntarily join Urban Resident
Basic Medical Insurance. In 2015, the PRC government announced the Outline for the Planning of the
National Medical and Health Service System (2015-2020) (<43 % Bef A M R B EI 40 2 (2015-
2020%F))) which aims to establish a basic medical and health care system that covers both rural and
urban citizens by 2020.

On 3 January 2016, the State Council issued the Opinions on Integrating the Basic Medical
Insurance Systems for Urban and Rural Residents (€[E R B i % A AR FE B 5SS B B £ B il 5 19 3
5.)) to integrate the Urban Resident Basic Medical Insurance and the New Rural Cooperative Medical
System and the establishment of a unified Basic Medical Insurance for Urban and Rural Residents,
which will cover all urban and rural non-working residents except for rural migrant workers and persons
in flexible employment arrangements who participate in the basic medical insurance for urban
employees.

With regard to reimbursement for medical devices and diagnostic tests, the Notice of Opinion on
the Diagnosis and Treatment Management, Scope and Payment Standards of Medical Service Facilities
Covered by the National Urban Employees Basic Medical Insurance Scheme (Lao She Bu Fa [1999] No.
22) (BRI BN < BRI, A B e (R B e o B B~ e R 5 it 4 A1 ) S B VEE 2 SR> ) 2L ) )
(B33 8511999122%%), which was issued on 30 June 1999 and became effective on the same day,
prescribes the coverage of diagnostic and treatment devices and diagnostic tests where part of the fees
are paid through the basic medical insurance scheme. It also includes a negative list that precludes
certain devices and medical services from governmental reimbursement. Detailed reimbursement
coverage and rate for medical devices and medical services (including diagnostic tests and kits) are
subject to each province’s local policies.

Medical Device Recalls

Pursuant to the Administrative Measures for Medical Device Recalls ((BEHEESI A 0] & BLHEEL )
promulgated by the NMPA on 25 January 2017 and came into effect on 1 May 2017, in light of the
severity of the defect, medical device recall is divided into: (i) Class I recall: the use of the medical
device may cause or have caused serious health hazards; (ii) Class II recall: the use of the medical
device may cause or have caused temporary or reversible health hazards; (iii) Class III recall: the use of
the medical device is less likely to cause any harm but recall is still required.

Medical device manufacturers shall determine the recall class based on the specific situation and
properly design and implement the recall plan based on the recall class and the sale and use of the
medical devices.

In terms of Class I recall, the recall notice shall be published on the NMPA website and major
media of the central government. In terms of Class II and Class III recalls, the recall notice shall be
published on the website of the food and drug administrative authority of the provinces, autonomous
regions or municipalities, and the recall notice published on such websites shall be linked to the NMPA
website.
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Procurement of Medical Devices by public hospital and healthcare institutions

According to the Law of the PRC on Government Procurement ({3 A A B BURT 7 B 75 )
(the “Procurement Law”) promulgated by the Standing Committee of the NPC on 29 June 2002 and
was last amended and implemented on 31 August 2014, the government procurement methods includes
public invitation, invited bidding, competitive negotiation, single-source procurement, inquiry about
quotations, and other methods confirmed by the department for supervision over government
procurement under the State Council. Pursuant to Article 71 of the Procurement Law, if public
invitation shall be used as required by the law and yet other government procurement methods were used
without authorisation, the purchaser and the procurement agency shall be ordered to make corrections,
shall be warned and may be subject to a fine, and the person-in-charge or any other person who is
directly responsible shall be punished pursuant to the law. Since we are not the purchaser nor the
procurement agency, we are not subject to Article 71 of the Procurement Law and will not be fined.

However, pursuant to Article 73 of the Procurement Law, if any unlawful act pursuant to Article
71 is committed which has resulted in or may result in the provider winning the bid, the procurement
contract shall be cancelled if it has not been performed.

According to the Law of the PRC on Tendering and Bidding ({3 A R ILAN B HE AR %))
promulgated by the Standing Committee of the NPC on 30 August 1999 and was lasted amended on 27
December 2017 and implemented on 28 December 2017, and the Regulations on the Implementation of
the Law of the PRC on Tendering and Bidding (€1 #E A\ [ AN B 5 AR HAE 12 B 6 91)) promulgated
by State Council on 20 December 2011 and was lasted amended and implemented on 2 March 2019, the
procedures of procurement of medical devices by public bidding mainly includes the issuance of bidding
announcement, making and publishing bidding documents, bidding for suppliers, bid opening and
evaluating bid, determining bid-winning suppliers, issuing bid-winning notice, signing contracts and
filing records etc. After the supplier is determined, the bidder shall conclude a written contract in
accordance with the bidding documents and the bidding documents of the winning bidder. The bid
inviter and the winning bidder shall not conclude any other agreement deviating from the substantive
content of the contract.

Direct sales to hospitals and/or healthcare institutions

As confirmed by our Directors, our Group is not aware of any material non-compliance with
relevant PRC laws and regulations of our Group’s end customers from the sales channel of direct sales
to hospitals and/or healthcare institutions during the Track Record Period.

Further, based on the above and as far as the relevant work conducted by our PRC Legal Advisers
(including reviewing relevant sales contracts, interviewing with relevant end customers and consulting
with relevant government authorities), our PRC Legal Advisers, being the legal advisers of the PRC law
of the Group (instead of the end customers), are not aware of any material non-compliance with relevant
PRC laws and regulations of our Group’s end customers from the sales channel of direct sales to
hospitals and/or healthcare institutions during the Track Record Period.
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Sales through deliverers
Our PRC Legal Advisers are of the view that given:

(i) the sales agreements arising from the sales channel of sale through deliverers are not signed
directly between our Group and the end customers (i.e. hospitals and healthcare institutions)
but between our Group and the deliverers, and the deliverers do not belong to the category of
“state organs, public institutions or group organisations which use financial funding (FF B
%42) to purchase products from suppliers”, as confirmed by our Group, (Note: any
enterprises fall within the said category, the relevant enterprises have to follow the
procurement procedures under the relevant PRC laws and regulations to procure products
from suppliers) therefore the deliverers do not need to comply with the relevant PRC laws
and regulations;

(ii) the sales agreements (the “Deliverer Hospitals Sales Agreements”) in relation to the sale of
medical imaging products and services to end customers were directly signed between the
deliverers and the hospitals and healthcare institutions; and

(ii1) our Group was not one of the parties to the Deliverer Hospital Sales Agreements,

our Group has no obligations (i) to scrutinise the Deliverer Hospital Sales Agreements and
(i1) to ensure whether the end customers from the sale channel of sales through deliverers
complied with the relevant PRC laws and regulations.

Even if the end customers from the sales channel of sales through deliverers do not comply with
the relevant PRC laws and regulations, our Group would not be penalised as a result of any of their
non-compliances. In the event that the Deliverer Hospital Sales Agreements been rendered invalid
due to such non-compliances, our Group is entitled to require the deliverers to continue to fulfil
the duties and obligations under the sales agreements entered into between our Group and the
deliverers, and if the deliverers fail to do so, our Group is entitled to claim damages against the
relevant deliverers pursuant to the terms and conditions thereof and the relevant PRC laws and
regulations.

On 25 November 2020, the NHSA issued the Response to Proposal No. 7777 of the Third Session
of the Thirteenth National People’s Congress ([ % & B R F Jm ¥+ = 2B A K =g k57777 9 i
&M 7)), which illustrates that the country is currently promoting the establishment of an integrated
provincial bidding and procurement platform for bidding, procurement, trading, settlement and
supervision, and promoting the construction of regional and national alliance procurement mechanisms.
At the same time, the NHSA is coordinating the construction of a subsystem of a unified national
medical security information platform for drugs and medical devices procurement management, in order
to achieve national linkage of drug and medical consumables procurement, distribution and supervision.

As of the Latest Practicable Date, the national alliance recruitment and procurement platform is yet
to be implemented.

According to the Notice of the State Council on Issuing the “Made in China (2025)” (GuoFa
[2015] No. 28) (BIBSFHEBHRENEE (P B Y#2025) A% (B1%$[2015]28%%)) promulgated by the

State Council on 8 May 2015, it takes high-performance medical equipment as one of the ten key areas
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of development. China should organise and implement a number of special and major projects for
innovation and industrialization, including high-end diagnosis and treatment equipment, and make it
clear that by 2025, the market share of high-end equipment with independent intellectual property rights
in relevant fields will increase significantly.

Pursuant on the Outline of the Program for Health China 2030 (€*“fakf #2030 5 #4052 ))
promulgated by the Communist Party of China Central Committee and the State Council on 25 October
2016, it specifies that China needs to strengthen the construction of innovation capacity such as high-end
medical devices, accelerate the transformation and upgrading of medical devices, improve the
international competitiveness of medical diagnosis and treatment equipment and medical materials with
independent intellectual property rights, and put forward the goal of fully integrating the quality
standards of medical devices with international standards by 2030.

According to the Notice on Implementing Relevant Policies on Equal Treatment of Domestic and
Foreign-funded Enterprises in Government Procurement Activities (Caiku [2021] No.35) (A 7€ BURT £
i 35 B b 9 BT S B TR AN A 2 B BOR A A (AR [2021135%%))  promulgated by MOF on 13
October 2021, for government procurement activities, except for procurement projects involving
national security and state secrets, products produced in China by domestic and foreign-funded
enterprises shall not be treated differently. Products produced in China, whether their suppliers are
domestic or foreign-funded enterprises, shall be guaranteed the equal right to participate in government
procurement activities according to law.

REGULATIONS ON INFORMATION SECURITY AND DATA PRIVACY

On 28 May 2020, the NPC approved the Civil Code of the PRC ({1 #E A R ILANE [ #)) (the
“Civil Code”), which came into effect on 1 January 2021. Pursuant to the Civil Code, the personal
information of a natural person shall be protected by the law. Any organisation or individual that needs
to obtain personal information of others shall obtain such information legally and ensure the safety of
such information, and shall not illegally collect, use, process or transmit personal information of others,
or illegally purchase or sell, provide or make public personal information of others.

The Personal Information Protection Law of the PRC ({2 A R ILAN B8 A (5 ER#5#75)), or the
Personal Information Protection Law, released by the SCNPC on 20 August 2021 and became effective
from 1 November 2021, stipulates the scope of personal information and establishes rules for processing
personal information onshore and offshore. The Personal Information Protection Law sets forth certain
specific personal information protection requirements, including but not limited to more specific inform
and consent requirements in various contexts, strengthened and classified obligations of personal
information processors, and more limitations and rules on process of personal information.

On 10 June 2021, the SCNPC promulgated the Data Security Law of People’s Republic of China
(R N R ICH B B 95 % 27)) (the “PRC Data Security Law”), which became effective on 1
September 2021. Pursuant to the PRC Data Security Law, data refers to any record of information in
electronic or any other form and data processing includes but is not limited to the collection, storage,
use, processing, transmission, provision, and public disclosure of data. Industrial sector,
telecommunications, transportation, finance, natural resources, health, education, science and
technology, and other departments shall undertake the duty to supervise data security in their respective
industries and fields. The PRC Data Security Law stipulates that each organisation or individual
collecting data shall adopt legal and proper methods, and shall not steal or obtain data by other illegal
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methods, and the data processing activities shall comply with laws and regulations, respect social mores
and ethics, comply with commercial ethics and professional ethics, be honest and trustworthy, perform
obligations to protect data security, and undertake social responsibility; it shall not endanger national
security, the public interest, or individuals’ and organisations lawful rights and interests.

On 28 December 2021, the Cyberspace Administration of China, or the CAC, together with other
PRC governmental authorities, promulgated the revised Measures for Cybersecurity Review (%% %4
FAHELD), or the Cybersecurity Measures. Pursuant to the Cybersecurity Measures, (i) the purchase of
network products and services of a critical information infrastructure operator and data processing
activities of an online platform operator that affect or may affect national security shall be subject to the
cybersecurity review, (ii) particularly, if a critical information infrastructure operator purchase network
products and services that affect or may affect national security, or an online platform operator
possessing personal information of over one million users and pursues a foreign listing (¥%7h L 7l7), such
operator must apply for cybersecurity review, and (iii) relevant governmental authorities in the PRC may
initiate cybersecurity review if such governmental authorities determine any network products and
services, and data processing activities affect or may affect national security. On 14 November 2021, the
CAC published the Regulations on the Administration of Cyber Data Security (Draft for Comments)
(R B 2 28 PR B (R B 7)), or the Draft Cyber Data Regulations. The Draft Cyber Data
Regulations provides that data processors conducting the following activities shall apply for
cybersecurity review: (i) merger, reorganisation, or division of internet platform operators that have
acquired a large number of data resources related to national security, economic development, or public
interests, which affects or may affect national security; (ii) a foreign listing by a data processor
processing personal information of over one million users; (iii) a listing in Hong Kong which affects or
may affect national security; or (iv) other data processing activities that affect or may affect national
security.

On 7 July 2022, CAC promulgated Measures for the Security Assessment of Outbound Data
Transfers (CEUPE 3% % 25455 )), which became effective on 1 September 2022 and provide that a
data processor is required to apply for security assessment for cross-border data transfer in any of the
following circumstances: (i) where a data processor provides critical data to offshore entities and
individuals; (ii) where a CIIO or a data processor which processes personal information of more than
one million individuals provides personal information to offshore entities and individuals; (iii) where a
data processor has provided personal information in the aggregate of more than 100,000 individuals or
sensitive personal information of more than 10,000 individuals in total to offshore entities and
individuals since January 1 of the previous year; or (iv) other circumstances prescribed by the CAC for
which declaration for security assessment for cross-board transfer of data is required.

In respect of our Group’s provision of medical imaging cloud services

Our Group generally does not acquire data of customers or patients during provision of medical
imaging cloud services. The medical data and information in the digital medical imaging cloud storage
platform are stored and archived in the virtual storage drive operated by a PRC state-owned company
(the “Cloud Storage Provider”), and hence the Cloud Storage Provider is responsible for the protection
and leakage of such data and information. Only the patients themselves and doctors authorised by the
hospitals can get access to the patient’s medical images and data, otherwise, others, including our Group,
have no right to access.
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Our Group only provides installation of software services, software technical support and
maintenance services and does not actively collect or store patients’ medical images and data during
provision of medical imaging cloud services whereas the main body of collection and storage of
patients’ medical images and data is hospitals and patients themselves.

In respect of personal information of the employees and contact person of each corporate supplier
or client

Nevertheless, a company in its ordinary course of business will collect (i) personal information
from the employees for human resources management purposes and (ii) personal information of the
contact point of its customers and suppliers for business communication purposes. Similarly, our Group
will collect (i) and (ii) during the ordinary course of our Group’s business.

Our Group believes that it is able to comply with the relevant laws and regulations in respect of
data privacy and information security in all material aspects. Our Group believes such compliance is
reflected in the following aspects:

(I) our Group has not received any notification from any competent PRC government authorities
certifying its status as a critical information infrastructure operator;

(2) our Group’s daily operation and the Proposed Listing do not involve the cross-border transfer
of identified core data, important data or a large amount of personal information. With
respect to our Directors’ personal information submitted to the SFC and the Stock Exchange
in connection with our Group’s application for Proposed Listing, our Group believes that it
will not be subject to a government-led security assessment, and the reasons are threefold:

(a) Article 19 of the Measures for the Security Assessment of Outbound Data Transfers
defines ‘“‘important data” as data which, once tampered with, destroyed, leaked, or
illegally obtained, illegally used, may endanger national security, economic operation,
social stability, public health and safety, etc. The nature of our Directors’ personal
information collected by our Group and submitted to the SFC and the Stock Exchange
in connection with its listing application indicates that it is highly unlikely to be viewed
as “important data”;

(b) our Group has not received any notification from any competent PRC government
authorities certifying its status as a critical information infrastructure operator; and

(c) our Directors’ personal information submitted to the SFC and the Stock Exchange in
connection with its listing application does not meet the personal information volume
thresholds (i.e., the 1 million/100,000/10,000 rule);

(3) our Group has always followed the principle of lawfulness, legitimacy, necessity, and good
faith in all material aspects in accordance with Article 5 of the Personal Information
Protection Law when collecting and processing personal information of its employees and the
contact person of each corporate supplier or client. Our Group confirms that it has established
internal procedures in accordance with Chapter Four of the Personal Information Protection
Law to protect the personal information of the employees and contact person of each
corporate supplier or client;
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(4) with respect to our Group’s processing of data other than personal information, as confirmed
by our Group, our Group believes that it is not in violation of its agreements with other
partners/parties or the relevant laws and regulations in respect of data privacy and
information security in all material aspects;

(5) as confirmed by our Group, our Group has taken technical and organisational measures to
protect its data and information and has implemented internal policies and rules regarding
cyber and data security, system operation and maintenance, as well as data backup and
disaster recovery; and

(6) as confirmed by our Group, as at the Latest Practicable Date, our Group has not received any
claim from any party against it on the ground of non-compliance in connection with the
relevant laws and regulations in respect of data privacy and information security, and has not
been subject to investigations, penalties, or sanctions by relevant data protection regulators.

Based on the above, our PRC Legal Advisers are of the view that our Group is subject to the
relevant laws and regulations in respect of data privacy and information security and is unlikely that our
Group would not be able to comply with such laws and regulations.

As advised by our PRC Legal Advisers, our Group shall pay close attention to legislative
developments of relevant laws and regulations in respect of data privacy and information security as
well as its specific provisions or implementation standards, maintain ongoing dialogue with competent
PRC government authorities and consult competent PRC government authorities as necessary and in due
course. Our Group shall also rectify, adjust, and optimise its data practices in a timely manner to keep
pace with regulatory development and shall strictly follow the requirements under the applicable legal
requirements at the time accordingly.

In respect of cybersecurity review

As of the Latest Practicable Date, our Group has not received any notice or been notified by any
competent PRC government authorities identifying it as a critical information infrastructure operator.

On 21 September 2022, our PRC Legal Advisers, the Sole Sponsor and the legal advisers to the
Sole Sponsor as to PRC laws and Hong Kong laws conducted a phone consultation (the
“Consultation”) with the China Cybersecurity Review Technology and Certification Center ([ 4
TR EEE R F0) (the “Center”), which is authorised by the Cybersecurity Review Office of
the CAC to accept public consultation and cybersecurity review submissions and the competent authority
to consult with in respect of the Regulations (as confirmed by our PRC Legal Advisers). During the
Consultation, our PRC Legal Advisers informed the Center, amongst others (i) the name of our Group
and (ii) its proposed place of listing is Hong Kong, and made specific enquiries as to whether our Group
is required to apply for cybersecurity review in accordance with the Cybersecurity Measures. It was
confirmed by the Center, amongst others that (i) our Group is not required to apply for cybersecurity
review since “listed overseas (® M LT7)” does not include companies listed or to be listed in Hong
Kong and (ii) the laws and regulations in respect of cybersecurity is not applicable to our Group.

In light of the above, our PRC Legal Advisers are of the view, and our Group concurs, the
possibility that the competent PRC government authorities initiate cybersecurity reviews on our Group is
low.
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However, our PRC Legal Advisers cannot preclude the possibility that new rules or regulations
promulgated in the future will not impose additional compliance requirements on our Group. As advised
by our PRC Legal Advisers, our Group shall pay close attention to the law enforcement of the
Cybersecurity Measures and the Draft Cyber Data Regulations and legislative development of other
relevant laws and regulations as well as its specific provisions or implementation standards, maintain
ongoing dialogue with competent PRC government authorities and consult competent PRC government
authorities when necessary.

LAWS AND REGULATIONS RELATING TO ANTI-BRIBERY

According to the Anti-Unfair Competition Law of the PRC ({1 #E A R ILAN B A IF & #5515 )
promulgated by the Standing Committee of the NPC, as amended and effective as of 23 April 2019, and
the Interim Provisions on the Prohibition of Commercial Bribery (KRR EE 11 P 2EREIEAT B BT ATHLE )
promulgated by the State Administration for Industry and Commerce on 15 November 1996, any
business operator shall not provide or promise to provide economic benefits (including cash, other
property or by other means) to a counterparty in a transaction or a third party that may be able to
influence the transaction, in order to entice such party to secure a transactional opportunity or a
competitive advantages for the business operator. Any business operator breaching the relevant anti-
bribery rules above-mentioned may be subject to administrative punishment or criminal liability
depending on the seriousness of the cases.

Medical Big Data

On 21 June 2016, the General Office of the State Council promulgated the Guiding Opinions of the
General Office of the State Council on Promoting and Regulating the Application and Development of
Health and Medical Big Data (Guo Ban Fa [2016] No. 47) (€[5 [t 323 B8 B i e AR 6 fil J32 B e K
S I B R A 5 8 R (B B9 8E[2016]479%)), which stipulates that the health and medical big data
are important basic strategic resources of the State. The State will promote the sharing and opening of
health and medical big data resources, encourage various medical and health institutions to promote the
collection and storage of health and medical big data, enhance application support and technical support
for operation and maintenance, and open up data resource sharing channels, speed up the construction
and improvement of basic databases with electronic health records, electronic medical records and
electronic prescriptions of residents as the core, and comprehensively deepen the application of health
and medical big data.

On 25 April 2018, the General Office of the State Council promulgated the Opinions of the
General Office of the State Council on Promoting the Development of “Internet + Medical Health”
(Guo Ban Fa [2018] No. 26) (CEIB5Be e BRI (L [ 004+ B S B | B 00 2 5D (B
#%[2018]26%%)), which provides that it is necessary to accelerate the realisation of exchange and sharing
of medical and health information:

° All regions and relevant departments shall coordinate to promote the construction of a
unified, authoritative, interconnected national health information platform, gradually realise
the connection with the national data sharing and exchange platform, and enhance data
collection in relation to population, public health, medical services, medical insurance, drug
supply and comprehensive management, smooth data sharing channels among departments,
regions and industries, and promote the sharing and application of national health
information;
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° The State speeds up the construction of a basic resource information database, and improves
the database in relation to the entire population, electronic health records and electronic
medical records;

° The state improves the tiered diagnosis and treatment information system based on the
Internet and big data technology, and promotes the gradual consumption of the sharing of
electronic health records, electronic medical records and inspection results in all tiers and
types of hospitals, and the authorised use among different levels of medical and health
institutions.

On 3 December 2018, the National Health Commission of the PRC promulgated the Administrative
Measures for the Classification and Evaluation of the Application Level of the Electronic Medical
Record System (Trial) and the Classification and Evaluation Standards for the Application Level of the
Electronic Medical Record System (Trial) (€[B 7 ElEE 5 15 JBE 28 47 E F 7K ME 20 450 A 48 B e (kA7)
KeEPAGREHE (04T) 48 AT)) to promote informatisation construction of medical institutions with
electronic medical records as the core. The aforesaid administrative measures and evaluation standards
stipulate the departmental institutions, principles, procedures and standards for the classification and
evaluation of the application level of the electronic medical record system in medical institutions.

LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT

On 29 December 1993, the Standing Committee of the NPC issued the PRC Company Law ({H%#E
N ERILAE A FED), or the Company Law, which was lasted amended on 26 October 2018. Pursuant to
the PRC Company Law, limited liability companies and joint stock limited companies established in the
PRC have the status of legal persons. The liability of shareholders of a limited liability company and a
joint stock limited company is limited to the amount of registered capital they have contributed or shares
they have subscribed for. The PRC Company Law shall also apply to foreign-invested companies. Where
laws on foreign investment have other stipulations, such stipulations shall apply.

Pursuant to the Special Management Measures (Negative List) for the Access of Foreign
Investment (2021 version) (CHNRGH¢E WEA SRR B M (B TS B) (20214FfR))) promulgated by the
NDRC and MOFCOM on 27 December 2021, and came into effect on 1 January 2022, limitations were
stipulated for foreign investments in different industries in the PRC and foreign investments shall be
classified into two categories, namely “Catalogue of Encouraged Industries for Foreign Investment” and
“Special Management Measures (Negative List) for the Access of Foreign Investment”. The “Special
Management Measures (Negative List) for the Access of Foreign Investment” is further classified into
“Catalogue of Industries Limited for Foreign Investment” and “Catalogue of Industries Prohibited for
Foreign Investment”. Industries which do not fall within the “Special Management Measures (Negative
List) for the Access of Foreign Investment” are industries permitted for foreign investment. According
to the PRC Legal Advisers, the business we engaged in is not classified under “Special Management
Measures (Negative List) for the Access of Foreign Investment”.
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On 30 December 2019, the MOFCOM and the SAMR issued the Measures for the Reporting of
Foreign Investment Information ((Sh# (5 5 & %)), which came into effect on 1 January 2020
and replaced the Interim Administrative Measures. Since 1 January 2020, for carrying out investment
activities directly or indirectly in China, the foreign investors or foreign-invested enterprises shall
submit investment information to the commerce authorities pursuant to these measures.

The Foreign Investment Law of the PRC ((H# ARILFABEIMEIELL)), (the “Foreign
Investment Law”), was formally adopted by the 2nd session of the Thirteenth NPC on 15 March 2019
and became effective on 1 January 2020. The Foreign Investment Law is formulated to further expand
opening-up, vigorously promote foreign investment and protect the legitimate rights and interests of
foreign investors. According to the Foreign Investment Law, foreign investments are entitled to pre-
entry national treatment and are subject to negative list management system. The pre-entry national
treatment means that the treatment given to foreign investors and their investments at the stage of
investment access is not lower than that of domestic investors and their investments. The negative list
management system means that the state implements special management measures for the access of
foreign investment in specific fields. Foreign investors shall not invest in any forbidden fields stipulated
in the negative list and shall meet the conditions stipulated in the negative list before investing in any
restricted fields.

Foreign investors’ investment, earnings and other legitimate rights and interests within the territory
of the PRC shall be protected in accordance with the law, and all national policies on supporting the
development of enterprises shall equally apply to foreign-invested enterprises. The State guarantees that
foreign-invested enterprises participate in the formulation of standards in an equal manner. The State
guarantees that foreign-invested enterprises participate in government procurement activities through fair
competition in accordance with the law. The State shall not expropriate any foreign investment except
under special circumstances. In special circumstances, the State may levy or expropriate the investment
of foreign investors in accordance with the law for the needs of the public interest. The expropriation
and requisition shall be conducted in accordance with legal procedures and timely and reasonable
compensation shall be given. In carrying out business activities, foreign-invested enterprises shall
comply with relevant provisions on labour protection, social insurance, tax, accounting, foreign
exchange and other matters stipulated in the PRC laws and regulation.

Upon taking effect on 1 January 2020, the Foreign Investment Law replaced the Sino-Foreign
Equity Joint Venture Enterprise Law (¥ A RILFE F 785 G485 275)), the Sino-Foreign
Cooperative Joint Venture Enterprise Law ({13 A\ RILFIE Ab S VEREE 2 2E15)) and the Wholly
Foreign-Owned Enterprises Law ({H# N RILFNESME R ZFEEED) to become the legal foundation for
foreign investment in the PRC.

On 26 December 2019, the State Council issued the Regulations on Implementing the Foreign
Investment Law of the PRC (€3 A B I A B A1 4% &3 H e 6 491)), which came into effect on 1
January 2020 and replaced the Regulations on Implementing the Sino-Foreign Equity Joint Venture
Enterprise Law (H13E A RILFNE oS & 288 25 B 1)), Provisional Regulations on the
Duration of Sino-Foreign Equity Joint Venture Enterprise Law (/MG E&KEMESE ARG ITH
7E)), the Regulations on Implementing the Wholly Foreign-Owned Enterprise Law ({H'#E A [ 2L F0 2] 4
EAZELEMANN])) and the Regulations on Implementing the Sino-Foreign Cooperative Joint Venture
Enterprise Law ({H % A\ RILFNE 4N SR L8 3L HEAHD).
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Foreign Exchange Regulation

The principal regulations governing foreign currency exchange in China are the Regulations on
Foreign Exchange Administration of the PRC (<13 A R ALAN B &) FE A FL551)) promulgated by the
State Council on 29 January 1996 and most recently amended on 5 August 2008. Under the PRC foreign
exchange regulations, payments of current account items, such as profit distributions and trade and
service-related foreign exchange transactions, may be made in foreign currencies without prior approval
from SAFE by complying with certain procedural requirements. By contrast, approval from or
registration with appropriate government authorities is required where RMB is to be converted into
foreign currency and remitted out of China to pay capital expenses such as the repayment of foreign
currency denominated loans or foreign currency is to be remitted into China under the capital account,
such as a capital increase or foreign currency loans to our PRC subsidiary.

In November 2012, SAFE promulgated the Circular of Further Improving and Adjusting Foreign
Exchange Administration Policies on Direct Investment (B #E— 25 BUHEFN 0 8 B 2 350K S0 A LB
S HN)), as amended, which substantially amends and simplifies the foreign exchange procedure.
Pursuant to this circular, the opening of various special purpose foreign exchange accounts, such as pre-
establishment expenses accounts, foreign exchange capital accounts and guarantee accounts, the
reinvestment of RMB proceeds by foreign investors in the PRC, and remittance of foreign exchange
profits and dividends by a foreign-invested enterprise to its foreign shareholders no longer require the
approval or verification of SAFE, and multiple capital accounts for the same entity may be opened in
different provinces, which was not possible previously. In addition, SAFE promulgated the Circular on
Printing and Distributing the Provisions on Foreign Exchange Administration over Domestic Direct
Investment by Foreign Investors and the Supporting Documents (B EN#5<fMNE 4% & F 355 N B IR 10E
A1 i B > I BB SCAFAY 3 D)) in May 2013, as amended, which specifies that the administration
by SAFE or its local branches over direct investment by foreign investors in the PRC shall be conducted
by way of registration and banks shall process foreign exchange business relating to the direct
investment in the PRC based on the registration information provided by SAFE and its branches. In
February 2015, SAFE promulgated the Circular of Further Simplifying and Improving the Policies of
Foreign Exchange Administration Applicable to Direct Investment (€[ i #E— 25 fifi {b A pigaE B 42 4% & 4h
[ LR 4 AN)), or SAFE Circular 13, which became effective on 1 June 2015. Under SAFE
Circular 13, the foreign exchange procedures are further simplified, and foreign exchange registrations
of direct investment will be handled by the banks designated by the foreign exchange authority instead
of SAFE and its branches. However, the foreign invested enterprises were still prohibited by SAFE
Circular 13 to use the RMB converted from foreign currency-registered capital to extend entrustment
loans, repay bank loans or inter-company loans.

On 9 June 2016, SAFE issued the Circular on Reforming and Regulating Policies on the Control
over Foreign Exchange Settlement of Capital Accounts ([ Bl & i & A< I H &5 4 FELBOR 1) 48
1)), or Circular 16, which took effect on the same day. Circular 16 provides that discretionary foreign
exchange settlement applies to foreign exchange capital, foreign debt offering proceeds and remitted
foreign listing proceeds, and the corresponding Renminbi obtained from foreign exchange settlement are
not restricted from extending loans to related parties or repaying the inter-company loans (including
advances by third parties).
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On 26 January 2017, SAFE promulgated the Circular on Further Improving Reform of Foreign
Exchange Administration and Optimising Genuineness and Compliance Verification ({BHJAH#E— 20 H#E4E

A HE B B i 58

EHE A BEFZAEEHD), or Circular 3, which took effect on the same day. Circular

3 sets out various measures, including the following:

relaxing the policy restriction on foreign exchange inflow to further enhance trade and

investment facilitation, including:

expanding the scope of foreign exchange settlement for domestic foreign exchange
loans,

allowing the capital repatriation for offshore financing against domestic guarantee,

facilitating the centralised management of foreign exchange funds of multinational
companies, and

allowing offshore institutions within pilot free trade zones to settle foreign exchange in
domestic foreign exchange accounts; and

continuing to implement and improve the management policy for the remittance of foreign

exchange profits from direct investment including:

improving the statistics of current account foreign currency earnings deposited offshore,
and

requiring banks to verify board resolutions, tax filing form, and audited financial
statements before wiring foreign invested enterprises’ foreign exchange distribution
above US$50,000;

strengthening genuineness and compliance verification of foreign direct investments, and

implementing full scale management of offshore loans in Renminbi and foreign currencies by

requiring the total amount of offshore loans be no higher than 30% of the onshore lender’s

equity shown on its audited financial statements of the last year.

On 23 October 2019, SAFE issued Circular on Further Facilitating Cross-border Trade and
Investment (CBEME— LS EE S 5 BE& AL A A0)), or Circular 28, which took effect on the
same day. Circular 28 allows non-investment foreign-invested enterprises to use their capital funds to

make equity investments in China, provided that such investments do not violate the negative list and

the target investment projects are genuine and in compliance with laws. Since Circular 28 was issued

only recently, its interpretation and implementation in practise are still subject to substantial

uncertainties.

To use our offshore foreign currency to fund our PRC operations, we will apply to obtain the

relevant approvals of SAFE and other PRC government authorities as necessary. Our PRC subsidiary’s

distributions to their offshore parents and our cross-border foreign exchange activities are required to

comply with the various requirements under the relevant foreign exchange rules.
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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 Roundtrip Investment through Special
Purpose Vehicles (B S5 A it B30 4 R0 R 0920 W) 358 S50 il R A 2 430 T A/ e A7 JHLAT T ) 7 ) 7
F1)), or SAFE Circular 37, on 4 July 2014, which replaced the former circular commonly known as
“SAFE Circular 757 (KBRS A J B A 8 55 AMRr R 4 2 ) il R i A0 45 e IR ) ) AL )l
1)) promulgated by SAFE on 21 October 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 their 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 exchange, merger, division or other material
event. In the event that a PRC shareholder holding interests in a special purpose vehicle fails to fulfil
the required SAFE registration, the PRC subsidiary 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 may be restricted in its ability to contribute
additional capital into its PRC subsidiary. Furthermore, failure to comply with the various SAFE
registration requirements described above could result in liability under PRC law for evasion of foreign
exchange controls. On 13 February 2015, SAFE released SAFE Circular 13, under which qualified local
banks will examine and handle foreign exchange registration for overseas direct investment, including
the initial foreign exchange registration and amendment registration, from 1 June 2015. There exist
substantial uncertainties with respect to its interpretation and implementation by governmental
authorities and banks.

Regulation of Dividend Distribution

Under our current corporate structure, our Cayman Islands holding company may rely on dividend
payments from our PRC subsidiary, which is a wholly foreign-owned enterprise incorporated in the
PRC, to fund any cash and financing requirements we may have. The principal laws, rules and
regulations governing dividend distribution by wholly foreign-owned enterprise in the PRC are the PRC
Company Law, as amended, and the 2019 PRC Foreign Investment Law. Under these laws, rules and
regulations, wholly foreign-owned enterprises may pay dividends only out of their accumulated profit, if
any, as determined in accordance with PRC accounting standards and regulations. A wholly foreign-
owned enterprise is required to set aside as general reserves at least 10% of their after-tax profit, until
the cumulative amount of their reserves reaches 50% of their registered capital. A PRC company is not
permitted to distribute any profits until any losses from prior fiscal years have been offset. Profits
retained from prior fiscal years may be distributed together with distributable profits from the current
fiscal year.

Regulations Relating to Merger and Acquisition of Domestic Enterprises by Foreign Investors and
Overseas Listing

According to the Provisions on Merger and Acquisition of Domestic Enterprises by Foreign

Investors (BEAFMEIHE & DF S N2 BIE) (“M&A Rules”) which were jointly adopted by the
MOFCOM, the SAFE and other four ministries on 8 August 2006, took effect on 8 September 2006 and
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amended on 22 June 2009, “mergers and acquisitions of domestic enterprises by foreign investors”
refers to: (a) a foreign investor converts a non-foreign invested enterprise (domestic company) to a
foreign invested enterprise by purchasing the equity interest from the shareholder of such domestic
company or the increased capital of the domestic company (“Equity Merger and Acquisition”); or (b)
a foreign investor establishes a foreign invested enterprise to purchase the assets from a domestic
enterprise by agreement and operates the assets therefrom; or (c) a foreign investor purchases the assets
from a domestic enterprise by agreement and uses these assets to establish a foreign invested enterprise
for the purpose of operation of such assets (‘““Assets Merger and Acquisition™).

M&A Rules provides that mergers and acquisitions of domestic enterprises by foreign investors
shall be subject to the approval of the MOFCOM or its delegates at provincial level. In the event that
any domestic company, enterprise or natural person merges or acquires a domestic company that has
affiliated relationship with it through an overseas company legally established or controlled by such
domestic company, enterprise or natural person, the merger and acquisition applications shall be
submitted to the MOFCOM for approval. Any circumvention on the requirement including domestic re-
investment of a foreign invested enterprise is not allowed.

On 24 December 2021, the CSRC published the Administrative Provisions of the State Council on
the Overseas Issuance and Listing of Securities by Domestic Enterprises (Draft for Comments) (€[ %%
B A 5 A A ZEBE AN AT RE SR N B T BB E (AR ECR B S AR) D) (the  “Draft Administrative
Provisions™), and the Administrative Measures for Record-filings of the Overseas Issuance and Listing
of Securities by Domestic Companies (Draft for Comments) ({35 A4 3355 /MR 1775 5 A1 _E i 52 i 2
W (BUKR 3 R))) (the “Draft Measures for Record-filing”, together with the Draft Administrative
Provisions, the “Drafts relating to Overseas Listings’), which are open for public comments until 23
January 2022.

The Draft Administrative Provisions, if adopted in its current form, will comprehensively improve
and reform the existing regulatory regime for overseas offering and listing of PRC domestic companies’
securities, and will regulate both direct and indirect overseas offering and listing of PRC domestic
companies’ securities by adopting a filing-based regulatory regime. According to the Draft
Administrative Provisions, PRC domestic companies that seek to offer and list securities in overseas
markets, either in direct or indirect means, are required to fulfil the filing procedure with the CSRC and
report relevant information. Overseas offerings and listings that are prohibited by specific laws and
regulations, constitute threat to or endanger national security, involve material ownership disputes, the
PRC domestic companies, their controlling shareholder or actual controller involving in certain criminal
offence, or directors, supervisors and senior management of the issuer involving in certain criminal
offence or administrative penalties, among other circumstances, are explicitly forbidden.

As implementation rules, the Draft Measures for Record-filing specifies the filing requirement and
procedures. The Draft Measures for Record-filing provides that if the issuer meets the following criteria,
the overseas securities offering and listing conducted by such issuer will be deemed as indirect overseas
offering by PRC domestic companies: (i) any of the revenue, net profit, total assets or net assets of the
domestic companies accounted for more than 50% of the respective audited revenue, net profit, total
assets or net assets of the issuer within the latest fiscal year; (ii) a majority of the officers responsible
for management of the issuer are PRC citizens or have their usual place of residence located in mainland
China, the issuer’s main place of operation is within mainland China. It is unclear based on the Draft
Measures for Record-filing whether either or both of the above criteria need to be satisfied. Where an
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issuer makes an application for initial public offering to competent overseas regulators, the issuer must
submit to the CSRC filing documents within three working days after such application is submitted. The
Draft Measures for Record-filing also requires subsequent report to the CSRC on material events, such
as material change in principal business and change of control.

At the press conference held for Drafts relating to Overseas Listings, officials from the CSRC
clarified that implementation of the Drafts relating to Overseas Listings will follow the non-retroactive
principle, which means only the initial public offerings by PRC domestic companies and financing by
existing overseas listed PRC domestic companies to be conducted after the foregoing regulations become
effective will be required to complete the filing process. In addition, the new regulations and rules will
grant a proper transition period for existing overseas-listed companies that do not have subsequent
financing activities to comply with the filing requirement. As advised by our PRC Legal Advisers, the
Drafts relating to Overseas Listings apply to overseas offerings and listings of PRC domestic companies,
while do not raise new compliance requirements for business operations of PRC domestic companies.
Therefore, we and our PRC Legal Advisers do not foresee the Drafts relating to Overseas Listings, if
become effective in their current form, would have a material adverse impact on our business operations
and our proposed Listing. We will closely monitor relevant regulatory developments. As of the Latest
Practicable Date, we had not received any inquiry, notice, warning, or sanctions regarding this listing or
our corporate structure from the CSRC or any other PRC government authorities with respect to the
filing requirement under the new regulatory regime. Our PRC Legal Advisers have also conducted
public searches against our PRC-incorporated subsidiaries, our controlling shareholders and actual
controllers, as well as our directors and senior management, and did not find any of them having been
involved in relevant criminal offences or administrative penalties that would prohibit us from conducting
overseas listing or listing under the Drafts relating to Overseas Listings. Based on the foregoing and our
PRC Legal Advisers’ due inquiry, nothing has come to the attention of our PRC Legal Advisers that we
will fall within any of the circumstances which would prohibit PRC domestic companies from
conducting overseas listing and listing as provided under the Drafts relating to Overseas Listings.
Therefore, if the Drafts relating to Overseas Listings become effective in their current form before the
listing is completed, other than uncertainties of the filing procedures which may be further clarified in
the final version of the Drafts relating to Overseas Listings and/or their implementation rules, we do not
foresee any impediment for us to comply with the Drafts relating to Overseas Listings in any material
respect.

OTHER LAWS AND REGULATIONS
Labour and Social Protection

Pursuant to the Labour Law of the PRC ({3 A [RILFIE 45815 )) promulgated by the Standing
Committee of the NPC on 5 July 1994 and last amended and coming into effect on 29 December 2018,
the Labour Contract Law of the PRC ({3 ARILFIE S5 H) 4 F %)) amended by the Standing
Committee of the NPC on 28 December 2012 and coming into effect on 1 July 2013 and the
Implementation Rules of the Labour Contract Law of the PRC ({2 A R LA B 45 &) & [5] 1% B e 1))
promulgated by the State Council and coming into effect on 18 September 2008, an employer shall
strictly comply with the national standards, provide trainings to its employees, protect their labour rights
and perform its labour obligations. An employer shall enter into a written labour contract with its
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employees. Labour contracts shall be categorised into labour contracts with fixed term, labour contracts
without fixed term and labour contracts to be expired upon completion of certain tasks. The
remuneration payable by an employer to its employees shall not be less than local minimum wage.

Pursuant to the Social Insurance Law of the PRC ({13 A R LA B+ & R B %)) promulgated by
the Standing Committee of the NPC on 28 October 2010, amended and coming into effect on 29
December 2018, the Administrative Regulations on Housing Provident Fund of the PRC ({13 A 3 A
B 5 A 42 #RK9])) amended by the State Council and coming into effect on 24 March 2019 and
the Provisional Regulations on Collection and Payment of Social Insurance Premiums (& {2 b 2 i
T i7441)) amended by the State Council and coming into effect on 24 March 2019, a domestic
enterprise shall pay premium for basic pension insurance, unemployment insurance, maternity insurance,
work injury insurance, basic medical insurance and housing provident fund for its employees at the
applicable rates based on the amounts stipulated by the laws. If it fails to pay required amount of
premium to local administrative authorities on time or in full, it may be required to settle the overdue
amount or subject to fine.

Intellectual Properties
Trademark

The Trademark Law of the PRC (¢ % A\ R LI P45 )) which took effect in 1 March 1983
and was most recently amended by the Standing Committee of the NPC on 23 April 2019 and coming
into effect on 1 November 2019 and the Implementation Rules of the Trademark Law of the PRC ({H'#
N B D B P A B a6 1)) amended by the State Council on 29 April 2014 and coming into effect
on 1 May 2014, stipulate the application, examination and approval, renewal, alternation, transfer, use
and invalidation of trademark registration, and protect the trademark rights entitled to trademark
registrants. According to the aforesaid laws and regulations, the registration of a trademark shall be
valid for ten years from the date of approval. Upon the expiry of the trademark registration, a renewal
shall be made in accordance with requirements within 12 months if necessary. If the renewal is not made
within the stipulated period, the valid period may be extended for a further period of six months. Each
renewal of registration of trademark shall be valid for ten years from the date of the expiry of the
previous trademark registration. A trademark registrant may licence others the right to use his/her
trademark by entering into a trademark licence agreement.

Copyright

Copyright in the PRC, including copyrighted software, is principally protected under the Copyright
Law of the PRC ({(H# A\ RILHIEZ ERETL)) which took effect in 1991 and was most recently
amended on 11 November 2020 and took effect on 1 June 2021 and related rules and regulations. Under
the Copyright Law of the PRC, the term of protection for copyrighted software is 50 years. The New
Copyright Law increased the cost of infringement violations and expanded the protection coverage of
Copyright Law. The Regulation on the Protection of the Right to Communicate Works to the Public over
Information Networks ({5 5445 #7% HE €M% 191)), which was most recently amended on 30 January
2013 and took effect on 1 March 2013, provides specific rules on fair use, statutory licence, and a safe
harbour for use of copyrights and copyright management technology and specifies the liabilities of
various entities for violations, including copyright holders, libraries and Internet service providers. In
order to further implement the Regulations for the Protection of Computer Software (Fh5E HE#I{4-1r 7
#%451)) promulgated by the State Council on 20 December 2001 and lastly amended on 30 January 2013
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and taking effect on 1 March 2013, the State Copyright Bureau issued the Registration of Computer
Software Copyright Procedures ({HA BRI VEHE S FLHFZE)) on 20 February 2002, which applies to
software copyright registration, licence contract registration and transfer contract registration with
respect to software copyright.

Domain Names

Pursuant to the Administrative Measures for Internet Domain Names (<5493 45 & B HEE )
promulgated by the Ministry of Industry and Information Technology on 24 August 2017 and coming
into effect on 1 November 2017, the establishment of any domain name root server and institution for
operating domain name root servers, managing the registration of domain name and providing
registration services in relation to domain name within the territory of China shall be subject to the
approval of the Ministry of Industry and Information Technology or provincial, autonomous regional and
municipal communications administration. The registration of domain name shall follow the principle of
“first apply first register”. The Notice of the Ministry of Industry and Information Technology on
Regulating the Use of Domain Names in Internet Information Services (€L ZFI{5 5 Ak 35 B i B3 0 B 15
15 EIRES {5 A 1842 (1938 %1)) promulgated by the Ministry of Industry and Information Technology on
27 November 2017 and coming into effect on 1 January 2018 specifies the obligation of anti-terrorism
and maintaining network security of internet information service providers.

REGULATIONS RELATING TO TAXATION
EIT Law

According to the EIT Law of the PRC ({13 A\ RILANE 1> 3 fr 58145 )), which was promulgated
by the NPC on 16 March 2007 and came into effect on 1 January 2008 and was amended on 24 February
2017 and 29 December 2018, and the Implementation Regulations on the EIT Law ({H1#E A R AN ] 1>
TS BUE B HEMB])) which was issued by the State Council on 6 December 2007, came into effect on
1 January 2008, and was amended on 23 April 2019, the tax rate of 25% will be applied to the income
related to all PRC enterprises, foreign-invested enterprises and foreign enterprises which have
established production and operation facilities in the PRC. These enterprises are classified into as either
resident enterprises or non-resident enterprises. Enterprises which are established in accordance with the
law of the foreign country or region, but whose actual management institutions (referring to the
institutions conducting substantive and all-around management and control over the enterprises
production, operation, personnel, accounting matters, finance, etc.) are in PRC, are deemed as resident
enterprise. Thus, the tax rate of 25% applies to their income originating from both inside and outside the
PRC.

According to the EIT Law, certain high-tech enterprises are entitled to a reduced EIT rate of 15%.
The Administrative Measures for Certification of High and New Technology Enterprises (£ = #7H il 4
HRE EFHEE)) which was amended on 29 January 2016 and became effective on 1 January 2016,
provides that, an enterprise legally certificated as a High and New Technology Enterprise is entitled to
apply for preferential income tax policies according to EIT law and relevant regulations. A qualified
enterprise will be issued the High and New Technology Enterprise Certificate (/#7133 #) and
the qualification of a certificated enterprise shall be valid for a term of three years from the issuance
date of the certificate.
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The Notice of the State Administration of Taxation on Issues Related to the Implementation of
Preferential Income Tax Policies for New and High Technology Enterprises (€[5 5 Bi %5 48 J5) Bf 7 B it =1
BT A 3 iy 75 B0 1 BEOR A B R 245 )) was promulgated by the SAT on 19 June 2017, which
took effect on the date of promulgation. According to the Notice, after the qualification of high and new
technology enterprise is received, an enterprise shall apply for tax concession from the year of issue
printed on the certificate of high and new technology enterprise, and shall carry out filings with the
administrative tax authority according to regulatory requirements.

According to the EIT Law and the Implementing Regulations of the EIT Law, for dividends
payable to investors who are non-resident enterprises (who do not have institutions or places of business
in the PRC, or that have institutions and places of business in PRC but to whom the relevant income tax
is not effectively connected), 10% of the PRC withholding tax shall be paid, unless there are any
applicable tax treaties are reached between the jurisdictions of non-resident enterprises and the PRC
which may reduce or provide exemption to the relevant tax. Similarly, any gain derived from the transfer
of shares by such investor, if such gain is regarded as income derived from sources within the PRC,
shall be subject to 10% PRC income tax rate or a lower tax treaty rate (if applicable).

The PRC Government and the government of Hong Kong entered into the Arrangement between
the Mainland of China and the Hong Kong Special Administrative Region for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income (Al A1 545 Bl 17 L
[ ] 7 3 iy 45 2k £ B8 B OB AN B L IR B % HE)) (the “Arrangement”) on 21 August 2006 and
implemented the Arrangement since 8§ December 2006. According to the Arrangement, if the beneficiary
of the dividends is a Hong Kong resident enterprise, which directly holds no less than 25% equity
interests in a PRC company, the tax levied shall be 5% of the distributed dividends. The 10%
withholding tax rate applies to dividends paid by a PRC company to a Hong Kong resident if such Hong
Kong resident holds less than 25% of the equity interests in the PRC company.

In accordance with the Measures for Administration of Non-Resident Taxpayers’ Enjoyment of the
Treatment under Tax Treaties (/& RABEN T 52 1 € Fr 28 5 BEIHE )) which was promulgated by the
SAT on 14 October 2019, and came into effect on 1 January 2020, if non-resident taxpayers consider
they are eligible for treatments under the tax treaties through self-assessment, they may, at the time of
filing tax returns or making withholding tax filings through withholding agents, enjoy the treatments
under the tax treaties, and shall concurrently collect and retain the relevant documents for inspection
according to relevant regulations, and accept tax authorities’ post-filing administration.

Value-added Tax

According to the Temporary Regulations of the PRC on Value-Added Tax (CH3E A R0 [ 14 {H
BT 174 61)), which was promulgated on 13 December 1993 by the State Council, came into effect on
1 January 1994 and was amended on 10 November 2008, 6 February 2016 and 19 November 2017, and
the Detailed Rules for the Implementation of the Provisional Regulations of the PRC on Value Added
Tax (€ HE N B ILFD B B (BB AT e B B i 48 ), which was promulgated by the MOF on 25
December 1993, became effective on the same day and was amended on 15 December 2008 and 28
October 2011 (collectively, the “VAT Law”), taxpayers who engaged in the sale of goods, the provision
of processing, repairing and replacement services, leasing service of tangible movable property or import
goods within the territory of the PRC shall pay value-added tax. Except as otherwise provided in the
VAT law, tax rate for selling services or intangible assets is 6%.
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Furthermore, in accordance with the Measures for Implementing the Pilot Program of Replacing
Business Tax with Value-Added Tax in an All-round Manner ({3800 (E R o8 25 i 3% )),
promulgated by the MOF and the SAT on 23 March 2016 and taking effect on 1 May 2016, entities and
individuals engaging in sale of services, intangible assets or immovables in the PRC are taxpayers of
VAT and shall not pay business tax. Unless stipulated otherwise, the general tax rate for the sales of
services and intangible assets shall be 6%.

PRODUCT LIABILITY AND PROTECTION OF CONSUMERS’ RIGHTS

Pursuant to the Product Quality Law (% A [ IFI B 2 7 B & 15)) promulgated on 22 February
1993 and latest amended on 29 December 2018 by the Standing Committee of the NPC, the seller shall
be responsible for the repair, replacement or return of the product sold if (i) the product sold does not
possess the properties for use that it should possess, and no prior and clear indication is given of such a
situation; (ii) the product sold does not conform to the applied product standard as carried on the
product or its packaging; or (iii) the product sold does not conform to the quality indicated by such
means as a product description or physical sample. If a consumer incurs losses as a result of the
purchased product, the seller shall compensate for such losses.

On 28 May 2020, the Civil Code adopted by the third session of the Thirteenth NPC of the PRC,
which became effective on 1 January 2021, according to which a manufacturer or a commercial seller is
subject to liability for harm to persons or property caused by the product defects. The injured patient
may seek compensation from the manufacturer or the commercial seller. Where the patient seeks
compensation from the commercial seller, the commercial seller have the right to make a claim against
the liable manufacturer after it has made compensation.

The Law of the PRC on the Protection of the Rights and Interests of Consumers (€% A [ L F01[
BB E MR AELE)) was promulgated on 31 October 1993 and was amended on 27 August 2009 and 25
October 2013 to protect consumers’ rights when they purchase or use goods and accept services. All
business operators must comply with this law when they manufacture or sell goods and/or provide
services to customers. Under the amendments made on 25 October 2013, all business operators must pay
high attention to protecting customers’ privacy and must strictly keep confidential any consumer
information they obtain during their business operations. In addition, in extreme situations, medical
product manufacturers and operators may be subject to criminal liability if their goods or services lead
to the death or injuries of customers or other third parties.

REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

The Environmental Protection Law of the PRC ({1 #E ARMLABIRITAEL)), or the
Environmental Protection Law, which was promulgated by the Standing Committee of the NPC on 26
December 1989, came into effect on the same day and last amended on 24 April 2014 and came into
force on 1 January 2015, outlines the authorities and duties of various environmental protection
regulatory agencies. The Ministry of Environmental Protection is authorised to issue national standards
for environmental quality and emissions, and to monitor the environmental protection scheme of the
PRC. Meanwhile, local environment protection authorities may formulate local standards which are more
rigorous than the national standards, in which case, the concerned enterprises must comply with both the
national standards and the local standards.
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Pursuant to the Administration Rules on Environmental Protection of Construction Projects (&<
TH H BRI R B LR 1)), which was promulgated by the State Council on 29 November 1998, amended
on 16 July 2017 and became effective on 1 October 2017, depending on the impact of the construction
project on the environment, an construction employer shall submit an environmental impact report or an
environmental impact statement, or file a registration form. As to a construction project, for which an
environmental impact report or the environmental impact statement is required, the construction
employer shall, before the commencement of construction, submit the environmental impact report or the
environmental impact statement to the relevant authority at the environmental protection administrative
department for approval. If the environmental impact assessment documents of the construction project
have not been examined or approved upon examination by the approval authority in accordance with the
law, the construction employer shall not commence the construction.

Pursuant to the Environmental Impact Appraisal Law of PRC ({H#E A A B BR 15 5 22 5148
%)), or the Environmental Impact Appraisal Law, which was promulgated by the Standing Committee
of the NPC on 28 October 2002, amended on 2 July 2016 and 29 December 2018, for any construction
projects that have an impact on the environment, an entity is required to produce either a report, or a
statement, or a registration form of such environmental impacts depending on the seriousness of effect
that may be exerted on the environment.
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OUR HISTORY

We are a comprehensive medical imaging solution provider and principally engage in providing
medical imaging film products and medical imaging cloud services in Shandong Province. Our Company
was incorporated in the Cayman Islands as an exempted company with limited liability on 11 December
2020 in preparation for the Listing and is the holding company of our Group.

Our history can be traced back to 2015 when Mr. Meng, the Chairman, the chief executive officer
and an executive Director of our Company, established Shanghai Guanze at the China (Shanghai) Pilot
Free Trade Zone, one of our principal operating entities. In view of the tax incentives and regional
economic development driven by the expansion of China’s free trade zones, Mr. Meng established
Shanghai Guanze at the China (Shanghai) Pilot Free Trade Zone in November 2015 for the purpose of
undertaking the business of distributorship of medical equipments for the Medical Imaging Products
Manufacturer. Mr. Meng has extensive experience in sales and corporate management in the medical
device industry. Since then, we have gradually grown into a leading regional provider in the medical
imaging market in Shandong Province with extensive business network and hospital coverage.

OUR BUSINESS MILESTONES
The following table outlines the key milestones in our business development.

November 2015 Set up of Shanghai Guanze

January 2016 Shanghai Guanze becoming Tier-1 distributor of the Medical Imaging Products
Manufacturer
January 2017 Commencement of our medical imaging cloud services business

October 2017 Shanghai Guanze becoming Tier-2 distributor of the Medical Imaging Products
Manufacturer

August 2018 Set up of Jinan Guanze to engage in our self-branded medical imaging film
products business

September 2018 Completed the research and development of our self-branded medical image
printer

October 2018 Completed the research and development of our self-branded self-service film
output printer

November 2018 Obtained Class I medical device registration certificate for our self-branded
thermal film

Obtained Class I medical device registration certificate for our self-branded
medical dry laser film
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December 2018

January 2019

May 2020

September 2020

April 2021

May 2021

June 2021

December 2021

Obtained Class I medical device registration certificate for our self-branded
medical image printer

Obtained Class I medical device registration certificate for our self-branded self-
service film output printer

Obtained Class I medical device registration certificate for our self-branded
medical printing film

Completed the research and development of our self-branded medical image data
distribution system

Obtained software copyrights of the software in providing medical imaging
cloud services

Obtained software copyrights of the system in operating our self-branded self-
service film output printer and medical image data distribution system

Obtained ISO 9001:2015 certification for quality management system in respect
of the production and sales of Class I medical device (medical printing film,
thermal film)

Obtained ISO 13485:2016 certification for medical device quality management
system for the production and sales of medical printing film and thermal film

Obtained ISO 20000-1:2018 certification for information technology service
management system in respect of providing medical image information
management software operation and maintenance services to external customers

Obtained ISO 27001:2013 certification for information security management
system in respect of the production and sales of medical printing film and
thermal film

Obtained medical device registration certificate for our PACS system

Accredited with High and New Technology Enterprise Certificate

CORPORATE DEVELOPMENT

The following sets out the corporate history and changes in the shareholding composition of each

member of our Group.

Our Company

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 11 December 2020 with an initial authorised share capital of HK$380,000 divided into
38,000,000 shares of HK$0.01 each. Our Company is an investment holding company and is not

currently engaged in any business activity.
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As a result of the Reorganisation and before the Global Offering, our Company became the holding
company of our Group. As of the Latest Practicable Date, the issued share capital of our Company was
held by Meng A Capital, Billion Vantage and Tang Operation as to 94.05%, 5% and 0.95%,
respectively. Please refer to “Reorganisation” in this section for further details of the corporate
development of our Company.

Our BVI and Hong Kong Subsidiaries
Guanze BVI

Guanze BVI was incorporated under the laws of the BVI with limited liability on 22 December
2020. Guanze BVI is an investment holding company. As of the Latest Practicable Date, Guanze BVI
was held as to 100% by our Company. Please refer to ‘““Reorganisation” in this section for further details
of the corporate development of Guanze BVI.

Tang B Capital

Tang B Capital was incorporated under the laws of the BVI with limited liability on 10 December
2020. Tang B Capital is an investment holding company. As a result of the Reorganisation, Tang B
Capital became a direct wholly-owned subsidiary of our Company. Please refer to ‘“Reorganisation” in
this section for further details of the corporate development of Tang B Capital.

Guanze HK

Guanze HK was incorporated in Hong Kong with limited liability on 15 January 2021. Guanze HK
is an investment holding company. As of the Latest Practicable Date, Guanze HK was held as to 100%
by Guanze BVI. Please refer to “Reorganisation” in this section for further details of the corporate
development of Guanze HK.

Lingyun HK

Lingyun HK was incorporated in Hong Kong with limited liability on 13 January 2021. Lingyun
HK is an investment holding company. As at the Latest Practicable Date, Lingyun HK was held as to
100% by Tang B Capital. As a result of the Reorganisation, Lingyun HK became an indirect wholly-
owned subsidiary of our Company. Please refer to ‘““Reorganisation” in this section for further details of
the corporate development of Lingyun HK.

Our PRC Subsidiaries
WFOE

WFOE is an indirect wholly-owned subsidiary of our Company established in the PRC on 22
February 2021 as a wholly foreign-owned limited liability company with an initial registered capital of
RMBI1 million. Since its establishment and up to the Latest Practicable Date, WFOE has been held as to
100% by Guanze HK. Please refer to “Reorganisation” in this section for further details of the corporate
development of WFOE.
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Shandong Guanze

Shandong Guanze was established in the PRC on 25 February 2021 as a limited liability company
with an initial registered capital of RMB3 million and is principally engaged in investment holding. As a
result of the Reorganisation, Shandong Guanze became an indirect non-wholly owned subsidiary of our
Company which was held as to 98.9% by WFOE and 1.1% by Mr. Meng as at the Latest Practicable
Date. Please refer to “Reorganisation” in this section for further details of the corporate development of
Shandong Guanze.

Shanghai Guanze

Shanghai Guanze is one of the operating subsidiaries of our Group in the PRC and is principally
engaged in the business of sales and distribution of medical imaging film products and providing
medical imaging cloud services, and possesses Class III Medical Device Business Operation Certificate
and Class II Medical Device Business Registration Certificate. It was established under the laws of the
PRC on 27 November 2015 at the China (Shanghai) Pilot Free Trade Zone as a limited liability company
with an initial registered capital of RMB12 million. Upon its establishment, Shanghai Guanze was held
as to 90% by Mr. Meng and 10% by Mr. Li. The capital contribution of RMB1.2 million by Mr. Li was
fully settled in cash on 21 September 2016 in accordance with Shanghai Guanze’s articles and
association.

On 20 November 2019, the shareholders of Shanghai Guanze resolved to increase the then
registered capital of Shanghai Guanze from RMB12 million to RMB93.75 million. The additional capital
of RMBS81.75 million shall be contributed by Mr. Meng. Following the aforesaid capital increase,
Shanghai Guanze was held as to 98.72% by Mr. Meng and 1.28% by Mr. Li. Shanghai Guanze
completed the registration of the above changes with the competent Chinese government authority and
obtained the renewed business licence on 3 December 2019.

As the then registered capital of Shanghai Guanze was, in the view of the Directors, more than that
required for the company’s business activity, on 21 April 2020, the shareholders of Shanghai Guanze
resolved to reduce the then registered capital of Shanghai Guanze from RMB93.75 million to RMB50.0
million, among which the capital contributed by Mr. Meng was reduced by RMB43.75 million.
Following the aforesaid capital reduction, Shanghai Guanze was held as to 97.6% by Mr. Meng and
2.4% by Mr. Li. The capital contribution of RMB48.8 million by Mr. Meng was fully settled in cash on
11 May 2020 in accordance with Shanghai Guanze’s articles and association. Shanghai Guanze
completed the registration of the above changes with the competent Chinese government authority and
obtained the renewed business licence on 18 June 2020. As advised by our PRC Legal Advisers, the
above reduction of registered capital was in full compliance with applicable laws and regulations of the
PRC.

As a result of the Reorganisation, the registered capital of Shanghai Guanze was further reduced to
RMB12.0 million and Shanghai Guanze became an indirect non-wholly owned subsidiary of our
Company held as to 99% by Shandong Guanze and 1% by Lingyun HK. Please refer to
“Reorganisation” in this section for further details.
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Jinan Guanze

Jinan Guanze is one of the operating subsidiaries of our Group in the PRC and is principally
engaged in the business of providing medical imaging film products and medical imaging cloud services,
and possesses among others, Class II Medical Device Business Registration Certificate, Class III
Medical Device Business Operation Certificate and Medical Device Registration Certificate (Year 2017
Catalogue: Class II; 21-02 Image Processing Software). For details on licences and permits possessed by
Jinan Guanze, please refer to “Business — Licence and Permits”. It was established under the laws of
the PRC as a limited liability company on 30 August 2018 with an initial registered capital of RMB12
million, which had been fully settled in cash as at the Latest Practicable Date in accordance with Jinan
Guanze’s articles and association. Upon its establishment, Jinan Guanze was held as to 90% by Shanghai
Guanze and 10% by Mr. Meng.

On 8 March 2019, Mr. Meng entered into an equity transfer agreement with Shanghai Guanze,
pursuant to which Mr. Meng agreed to transfer 10% equity interest (which had not been paid up at the
material time) in Jinan Guanze to Shanghai Guanze at nil consideration. Jinan Guanze completed the
registration of the above changes with the competent Chinese government authority and obtained the
renewed business licence on 15 March 2019. Upon completion of the aforesaid transfer and up to the
Latest Practicable Date, Jinan Guanze has been wholly owned by Shanghai Guanze.

REORGANISATION

The shareholding and corporate structure of our Group immediately before the Reorganisation is
set out as follows:

Mr. Meng Mr. Li
97.6% 2.4%
Shanghai
Guanze
100%

A 4

Jinan Guanze

In preparation for the Global Offering, we carried out a series of restructuring steps for the purpose
of establishing and streamlining our corporate structure for the Listing.
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Step 1: Incorporation of offshore investment holding company and our offshore entities
Meng A Capital

On 10 December 2020, Meng A Capital was incorporated in the BVI and is authorised to issue a
maximum of US$50,000 divided into 50,000 shares with a par value of US$1.00 each. Upon
incorporation, one ordinary share was allotted and issued to Mr. Meng at par, and Meng A Capital has
been 100% held by Mr. Meng since its incorporation and up to the Latest Practicable Date. Meng A
Capital is an investment holding company.

Our Company

On 11 December 2020, our Company was incorporated as an exempted company with limited
liability in the Cayman Islands with an authorised share capital of HK$380,000 divided into 38,000,000
Shares of HK$0.01 each. Upon incorporation, one Share was allotted and issued at par to the initial
subscriber, which was then transferred to Meng A Capital on the same day. Upon completion of the
Reorganisation, our Company became the holding company of our Group.

Guanze BVI

On 22 December 2020, Guanze BVI was incorporated in the BVI and is authorised to issue a
maximum of 50,000 shares with a par value of US$1.00 each. Upon incorporation, one ordinary share of
Guanze BVI was allotted and issued to our Company at par, and Guanze BVI has been 100% held by
our Company since then and up to the Latest Practicable Date.

Guanze HK

On 15 January 2021, Guanze HK was incorporated in Hong Kong with limited liability with an
initial share capital of HK$1.00 of one share, which was allotted and issued to Guanze BVI. Since its
incorporation and up to the Latest Practicable Date, Guanze HK has been 100% held by Guanze BVI.

Step 2: Incorporation of offshore companies by Dr. Tang

In preparation for the Pre-IPO Investment, Dr. Tang, an Independent Third Party, incorporated the
offshore companies as set out below.

Tang Operation

On 10 December 2020, Tang Operation was incorporated in the BVI and is authorised to issue a
maximum of 50,000 shares with a par value of US$1.00 each. Upon incorporation, one ordinary share of
Tang Operation was allotted and issued to Dr. Tang at par, and Tang Operation has been 100% held by
Dr. Tang since then and up to the Latest Practicable Date. Tang Operation is an investment holding
company.
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Tang B Capital

On 10 December 2020, Tang B Capital was incorporated in the BVI and is authorised to issue a
maximum of 50,000 shares with a par value of US$1.00 each. Upon incorporation, one ordinary share of
Tang B Capital was allotted and issued to Tang Operation at par. Tang B Capital is an investment
holding company.

Lingyun HK

On 13 January 2021, Lingyun HK was incorporated in Hong Kong with limited liability with an
initial share capital of HK$1.00 of one share, which was allotted and issued to Tang B Capital. Since its
incorporation and up to the Latest Practicable Date, Lingyun HK has been 100% held by Tang B
Capital. Lingyun HK is an investment holding company.

Step 3: Reduction of registered capital of Shanghai Guanze

As part of the Reorganisation, pursuant to the shareholders’ resolutions of Shanghai Guanze passed
on 10 September 2020, the then registered capital of Shanghai Guanze was reduced from RMB50
million to RMB12 million, among which the capital contributed by Mr. Meng and Mr. Li was reduced
by RMB36.92 million and RMB1.08 million, respectively. Following the aforesaid capital reduction,
Shanghai Guanze was held as to 99% by Mr. Meng and 1% by Mr. Li. Shanghai Guanze completed the
registration of the above changes with the competent Chinese government authority and obtained the
renewed business licence on 6 November 2020.

Step 4: Transfer of 1% equity interest in Shanghai Guanze from Mr. Li to Lingyun HK

As part of the Pre-IPO Investment, pursuant to an equity transfer agreement dated 14 January 2021
between Mr. Li and Lingyun HK (the then wholly-owned investment vehicle of Dr. Tang), Mr. Li agreed
to transfer 1% equity interest in Shanghai Guanze to Lingyun HK at a consideration of RMB460,000,
which was determined after arm’s length negotiations between the parties with reference to the net asset
value of Shanghai Guanze of approximately RMB46 million as at 30 November 2020 as appraised by an
independent valuer in the PRC. Following completion of the aforesaid equity transfer, Shanghai Guanze
became a sino-foreign joint venture and was held as to 99% by Mr. Meng and 1% by Lingyun HK.
Shanghai Guanze completed the registration of the above changes with the competent Chinese
government authority on 7 February 2021. The consideration of the aforesaid equity transfer was fully
settled in cash by Lingyun HK on 8 April 2021. Please refer to “Pre-IPO Investments’ in this section
for further details.

Step 5: Establishment of WFOE and Shandong Guanze
WFOE

On 22 February 2021, WFOE was established as a wholly foreign-owned limited liability company
in the PRC with an initial registered capital of RMB1 million contributed by Guanze HK. Since its
establishment and up to the Latest Practicable Date, WFOE has been held as to 100% by Guanze HK.
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Shandong Guanze

On 25 February 2021, Shandong Guanze was established as a limited liability company in the PRC
with an initial registered capital of RMB3 million to be contributed by WFOE. At the time of its
establishment and up to the Latest Practicable Date, Shandong Guanze was held as to 100% by WFOE.

Step 6: Transfer of 99% equity interest in Shanghai Guanze from Mr. Meng to Shandong Guanze
and subscription of increased registered capital in Shandong Guanze by Mr. Meng

Pursuant to an equity transfer agreement dated 1 March 2021 between Mr. Meng and Shandong
Guanze, Mr. Meng agreed to transfer 99% equity interest in Shanghai Guanze to Shandong Guanze at a
consideration of approximately RMB45.50 million, which was determined with reference to the net asset
value of Shanghai Guanze of approximately RMB46 million as at 30 November 2020 as appraised by an
independent valuer in the PRC, and such consideration was settled by way of Shandong Guanze issuing
1% equity interest in Shandong Guanze in the amount of RMB30,300 to Mr. Meng on 1 March 2021.

Pursuant to the shareholders’ resolutions of Shandong Guanze passed on 1 March 2021, the
registered capital of Shandong Guanze was increased from RMB3 million to RMB3.0303 million, and
such increased portion of the registered capital in the amount of RMB30,300, representing 1% of the
equity interest in Shandong Guanze, was subscribed by Mr. Meng as aforementioned.

Upon completion of the aforesaid transfer of 99% equity interest in Shanghai Guanze from Mr.
Meng to Shandong Guanze and subscription of the increased registered capital in Shandong Guanze by
Mr. Meng, (i) Shanghai Guanze was held as to 99% by Shandong Guanze and 1% by Lingyun HK; and
(ii) Shandong Guanze was held as to 99% by WFOE and 1% by Mr. Meng. Shandong Guanze and
Shanghai Guanze completed the registration of the above changes with the competent Chinese
government authority and obtained the renewed business licence on 2 March 2021 and 8 March 2021,
respectively.

Step 7: Share swap between Tang Operation and our Company

As part of the Pre-IPO Investment, pursuant to a sale and purchase agreement dated 9 April 2021
between our Company and Tang Operation, Tang Operation transferred one share of Tang B Capital,
representing the entire issued share capital of Tang B Capital, to our Company on 9 April 2021 in
consideration for the allotment and issue of one Share in our Company, credited as fully paid, to Tang
Operation. On the same day, our Company further allotted and issued 98 Shares at par to Meng A
Capital.

Upon completion of the aforesaid share swap, (i) Tang B Capital became a direct wholly-owned
subsidiary of our Company, and Lingyun HK was accordingly an indirect wholly-owned subsidiary of
our Company; and (ii) our Company was held as to 99% by Meng A Capital and 1% by Tang Operation.
Please refer to “Pre-IPO Investments” in this section for further details.
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Step 8: Subscription of Shares by Billion Vantage

As part of the Pre-IPO Investment, pursuant to a subscription agreement dated 24 April 2021
between our Company and Billion Vantage, on 26 April 2021, Billion Vantage subscribed for 100
Shares, representing 5% of the then issued share capital of our Company as enlarged by the allotment
and issue of Shares to Meng A Capital and Tang Operation as mentioned below, at a consideration of
HK$16.5 million, which was determined after arm’s length negotiations between the parties. On the
same day, our Company further allotted and issued 1,782 Shares and 18 Shares at par to Meng A Capital
and Tang Operation, respectively. Upon completion of the aforesaid subscription of Shares, our
Company was held as to 94.05%, 5% and 0.95% by Meng A Capital, Billion Vantage and Tang
Operation, respectively. Please refer to “Pre-IPO Investments” in this section for further details.

Step 9: Increase of registered capital of Shandong Guanze and capital contribution made by Mr.
Meng

For the purpose of settling the amount due to Mr. Meng as a result of the reduction of registered
capital of Shanghai Guanze as part of the Reorganisation, on 13 September 2021, shareholders’
resolutions were passed to approve the increase in registered capital of Shandong Guanze from
RMB3.0303 million to RMB3.0333 million through a capital contribution of RMB25 million made by
Mr. Meng. RMB3,000 of such capital injection was credited to the registered capital of Shandong
Guanze and the remaining RMB24.997 million was credited to the capital reserve of Shandong Guanze.
The amount was paid up in cash on 16 September 2021. Such increased portion of registered capital in
the amount of RMB3,000, representing 0.1% of the equity interest in Shandong Guanze, was subscribed
by Mr. Meng.

Upon completion of the aforesaid subscription of the increased registered capital in Shandong
Guanze by Mr. Meng, Shandong Guanze was held as to 98.9% by WFOE and 1.1% by Mr. Meng.
Shandong Guanze completed the registration of the above changes with the competent Chinese
government authority and obtained the renewed business licence on 14 September 2021. Please refer to
“Reorganisation — Step 3: Reduction of registered capital of Shanghai Guanze” in this section for
further details on the reduction of registered capital in Shanghai Guanze.
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SHAREHOLDING AND CORPORATE STRUCTURE

Our Shareholding and Corporate Structure after completion of the Reorganisation but before the

Capitalisation Issue and Global Offering

The shareholding and corporate structure of our Group immediately after completion of the
Reorganisation but before the Capitalisation Issue and the Global Offering is set out as follows:

Mr. Meng Dr. Tang Mr. So
100% | 100% | 100% |
Meng A Capital Tang Operation Billion Vantage
(BVI) (BVI) (Hong Kong)
94.05% 0.95% 5%
v
Our Company
(Cayman Islands)

100% l l 100%
Guanze BVI Tang B Capital

(BVI) (BVI)
100% l l 100%
Guanze HK Lingyun HK
(Hong Kong) (Hong Kong)

Offshore
Onshore 100%

WFOE

98.9% |,
1% |  Shandong
Guanze
99% 1%

!

Shanghai Guanze

100% l

Jinan Guanze
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Capitalisation Issue and Global Offering

Conditional upon the creation of our Company’s share premium account as a result of the issue of
the Offer Shares pursuant to the Global Offering, an amount of HK$7,571,480 standing to the credit of
the share premium account of our Company will be capitalised by applying such sum towards paying up
in full at par a total of 757,148,000 Shares for allotment and issue to the then existing Shareholders.

Our Shareholding and Corporate Structure after completion of the Capitalisation Issue and the
Global Offering

The shareholding and corporate structure of our Group immediately after completion of the
Capitalisation Issue and the Global Offering is set out as follows:

Mr. Meng Dr. Tang Mr. So
100% l 100% l 100% l
Meng A Tang Operation Billion Vantage Public
Capital (BVI) (BVI) (Hong Kong) Shareholders
74.96% 0.76% 3.99% 20.3%
Our Company
(Cayman Islands)
IOO%l l 100%
Guanze BVI Tang B Capital
(BVI) (BVI)
100% l l 100%
Guanze HK Lingyun HK
(Hong Kong) (Hong Kong)
Offshore
Onshore 100% |,
WFOE
98.9% l
1.1% | Shandong
Guanze
99% 1%

!

Shanghai
Guanze

100%l

Jinan Guanze

Note: The total percentage does not add up to 100% due to rounding.
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PRE-IPO INVESTMENTS
There were two Pre-IPO Investments in our Company, details of which are set out below:
(i) Pre-IPO Investment made by Tang Operation

Pursuant to an equity transfer agreement dated 14 January 2021 between Mr. Li and Lingyun
HK (the then wholly-owned investment vehicle of Dr. Tang), Lingyun HK acquired 1% equity
interest in Shanghai Guanze from Mr. Li at a consideration of RMB460,000. To reflect the
investment of Lingyun HK at our Company’s level, pursuant to a sale and purchase agreement
dated 9 April 2021 between our Company and Tang Operation, which was the wholly-owned
investment holding company of Dr. Tang, Tang Operation transferred one share, representing the
entire issued share capital of Tang B Capital, to our Company in consideration for the allotment
and issue of one Share in our Company to Tang Operation. Upon completion of the aforesaid
transfers and prior to the Pre-IPO Investment made by Billion Vantage, Dr. Tang, through Tang
Operation, held 1% of the issued share capital of our Company and Tang B Capital became a
wholly-owned subsidiary of our Company. Please refer to “Reorganisation — Step 4: Transfer of
1% equity interest in Shanghai Guanze from Mr. Li to Lingyun HK” and ‘“Reorganisation — Step
7: Share swap between Tang Operation and our Company” in this section for further details.

(ii) Pre-IPO Investment made by Billion Vantage

Pursuant to a subscription agreement dated 24 April 2021 between our Company and Billion
Vantage, Billion Vantage subscribed for 100 Shares, representing 5% of the then issued share
capital of our Company, at a consideration of HK$16.5 million.
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The following table sets out a summary of the principal terms of the Pre-IPO Investments.

Principal terms of the Pre-IPO Investments

Name of the Pre-IPO Investor:
Name of beneficial owner:
Date of the agreement:

Amount of consideration:

Date on which the consideration
was fully settled:

Shareholding in our Company
immediately after the Pre-IPO
Investments:

Number of Shares held by the
Pre-IPO Investor upon
completion of the Capitalisation
Issue and the Global Offering'":

Cost per Share paid
(taking into account the
Capitalisation Issue):

Special Rights:

Tang Operation
Dr. Tang
14 January 2021

RMB460,000 paid to Mr. Li for the
acquisition of 1% equity interest in
Shanghai Guanze from Mr. Li,
which was determined after arm’s
length negotiations between the
parties with reference to the net
asset value of Shanghai Guanze of
approximately RMB46 million as at
30 November 2020 as appraised by
an independent valuer in the PRC
and also having taken into account
the strategic benefits which would
be brought by Dr. Tang to our
Group as detailed below.

8 April 2021

0.95%

7,192,925 Shares (representing
approximately 0.76% of the issued
share capital of our Company upon
completion of the Capitalisation
Issue and the Global Offering)

Approximately HK$0.07
(representing a discount of
approximately 87.9% to the mid-
point of the indicative Offer Price
range of HK$0.53 to HK$0.63)

Billion Vantage
Mr. So
24 April 2021

HK$16.5 million paid to our
Company for the subscription of
new Shares, representing 5% of the
enlarged issued share capital of our
Company, which was determined
after arm’s length negotiations
between the parties after taking into
account a number of factors,
including the timing of the
investment, financial performance
and prospects of our business and
industry outlook.

26 April 2021

5%

37,857,500 Shares (representing
approximately 3.99% of the issued
share capital of our Company upon
completion of the Capitalisation
Issue and the Global Offering)

Approximately HK$0.44
(representing a discount of
approximately 24.1% to the mid-
point of the indicative Offer Price
range of HK$0.53 to HK$0.63)

No special rights have been granted under the Pre-IPO Investments.
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Strategic benefits to our Group:

Use of proceeds:

Lock-up period:

Public float:

Note:

Our Directors are of the view that
we would be able to benefit from
the knowledge and network of Dr.
Tang in big data and convolutional
neural network, based on which our
Directors believe that Dr. Tang
would provide valuable technical
advice or insights regarding our
Group’s medical imaging cloud
services and the integration or
development of Al-aided diagnosis
software to be acquired or
developed by our Group. For
further details of Dr. Tang’s
background, please refer to the
paragraph headed “Information of
the Pre-IPO Investors” below”.

Not applicable. The consideration
was paid by Lingyun HK to
Mr. Li.

Our Directors are of the view that
the Pre-IPO Investment made by
Billion Vantage would serve as an
additional working capital and
provide an immediate available
fund for supporting our Group’s
business.

All proceeds will be used for
business expansion, capital
expenditures, general working
capital needs or otherwise permitted
by and in accordance with the
business plans of our Company.

As at the Latest Practicable Date,
approximately RMBO0.42 million
remained unutilised.

The Shares held by Tang Operation and Billion Vantage will be subject to

lock-up for a period of six months commencing on the Listing Date.

Upon completion of the Capitalisation Issue and the Global Offering

(assuming the Over-allotment Option is not exercised), Tang Operation and
Billion Vantage will each hold less than 10% of the issued Shares. As
Tang Operation and Billion Vantage and their respective beneficial owners

are not core connected person of our Company, the Shares held by Tang

Operation and Billion Vantage will be counted towards our public float

after the Listing.

(1) Assuming the Over-allotment Option is not exercised.
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Information of the Pre-IPO Investors
Information about Tang Operation

Tang Operation was incorporated in the BVI and is wholly and directly owned by Dr. Tang. Dr.
Tang is currently serving as the senior engineer in software control system and big data of Palcan
Energy Corporation and focused in convolutional neural network, which is most commonly applied to
analyse visual imagery. Dr. Tang obtained a bachelor’s degree in engineering from Xiamen University
(M KEL) in July 1991. He further obtained a doctoral degree in precision instrument and machinery
from Tsinghua University (/5 #£K%£%) in June 2001. Dr. Tang published more than 20 research papers
and United States patents in relation to fuel cells. To the best of our Directors’ knowledge, information
and belief after making reasonable enquiries, Dr. Tang and Mr. Meng became acquainted when they
attended Xiamen University (&[] K£). Dr. Tang decided to invest in our Company through Tang
Operation in view of the prospects of our business growth. The source of funds for the Pre-IPO
Investment of Tang Operation in the Company was derived from his own funds. Save for his previous
directorship in Tang B Capital prior to the completion of the Reorganisation, Dr. Tang did not hold any
other directorship in other subsidiaries of our Group, and is an Independent Third Party.

Save as disclosed above, to the best of our Directors’ knowledge, information and belief after
making reasonable enquiries and as confirmed by Dr. Tang, Tang Operation and Dr. Tang have no past
or present relationships with our Group or any connected persons of the Company and they are both
Independent Third Parties.

Information about Billion Vantage

Billion Vantage is a limited company incorporated under the laws of Hong Kong and is wholly and
directly owned by Mr. So. To the best of our Directors’ knowledge, information and belief after making
reasonable enquiries, Mr. So and Mr. Meng became acquainted when they were students at Xiamen
University (/€ K%). Having considered the prospect of our Group’s business, Mr. So decided to
invest in our Group through the Pre-IPO Investment to seek for a long-term investment return. As
confirmed by Mr. So, Billion Vantage is an investment holding company and the source of funds for the
Pre-IPO Investment of Billion Vantage in the Company was came from his private investments and own
businesses principally engaged in chemical trading and the provision of merchandising agency services
in respect of gold and healthcare products in China.

Save as disclosed above, to the best of our Directors’ knowledge, information and belief after
making reasonable enquiries and as confirmed by Mr. So, Billion Vantage and Mr. So have no past or
present relationships with our Group or any connected persons of the Company and they are both
Independent Third Parties.

Sole Sponsor’s Confirmation

Given that (i) our Directors confirmed that the terms of the Pre-IPO Investments (including the
consideration) were determined on arm’s length basis; (ii) no special rights have been granted under the
Pre-IPO Investments; and (iii) the Pre-IPO Investments were completed more than 28 clear days before
the date of submission of the application for the Listing, the Sole Sponsor confirms that the Pre-IPO
Investments are in compliance with the Interim Guidance on Pre-IPO Investments (HKEx-GL29-12), the
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Guidance Letter on Pre-IPO Investments (HKEx-GL43-12) issued by the Stock Exchange, whereas the
Guidance Letter on Pre-IPO Investments on Convertible Instruments (HKEx-GL44-12) issued by the
Stock Exchange is not applicable.

LEGAL COMPLIANCE

Our PRC Legal Advisers have advised that with respect to the establishment, transfer of equity
interests and change in registered capital in respect of the PRC companies in our Group, all requisite
approvals, permits and licences required under the PRC laws and regulations have been obtained and all
the necessary filings and registration have been effected in all material aspects. As advised by our PRC
Legal Advisers, the procedures and steps under the Reorganisation involving the PRC companies in our
Group complied with the relevant PRC laws and regulations in all material aspects.

M&A Provisions

According to Article 11 of the M&A Provisions, where a domestic company, enterprise or natural
person intends to take over his/her related domestic company in the name of an offshore company which
he/she lawfully established or controls, the takeover shall be subject to the examination and approval of
MOFCOM; and according to Article 40 of the M&A Provisions, where a domestic company, enterprise
or natural person holds an equity interest in a domestic company through an offshore special purpose
company, the overseas listing of that special purpose company shall be subject to approval by the CSRC.

Since Dr. Tang is not a related party to Shanghai Guanze and its then shareholders, as confirmed
by our Directors, our PRC Legal Advisers advised that Article 11 of the M&A Provisions does not apply
to the acquisition of 1% equity interest in Shanghai Guanze by Dr. Tang from Mr. Li and no approval
from MOFCOM is required; given that Shanghai Guanze was an existing sino-foreign joint venture prior
to the acquisition of 99% equity interest in Shanghai Guanze by Shandong Guanze, Article 11 of the
M&A Provisions does not apply to the aforesaid acquisition. Further, the Reorganisation does not
involve overseas listing transaction of special purpose companies formed for listing purposes and
controlled directly or indirectly by PRC companies or PRC individuals, as defined under the M&A
Provisions, and thus, does not require the approval from the CSRC.

SAFE Registration in the PRC

Pursuant to the Circular on Relevant Issues Concerning Foreign Exchange Control on Domestic
Residents’ Offshore Investment and Financing and Roundtrip Investment through Special Purpose
Vehicles (Bl #2358 149 Ja IR 288 2 45 Bk B A9 28 W) 350 0 B0 Rl B R A B30 6 S0 R A B AT ] (] LA ) (the
“SAFE Circular No. 37), promulgated by SAFE and which became effective on 14 July 2014, (a) a
PRC resident must register with the local SAFE branch before he or she contributes assets or equity
interests in an overseas special purpose vehicle (the “Overseas SPV”) that is directly established or
indirectly controlled by the PRC resident for the purpose of conducting investment or financing, and (b)
following the initial registration, the PRC resident is also required to register with the local SAFE
branch for any major change, in respect of the Overseas SPV, including, among other things, a change
of Overseas SPV’s PRC resident shareholder(s), the name of the Overseas SPV, terms of operation, or
any increase or reduction of the Overseas SPV’s capital, share transfer or swap, and merger or division.
Pursuant to SAFE Circular No. 37, failure to comply with these registration procedures may result in
penalties.
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Pursuant to the Circular of the SAFE on Further Simplification and Improvement in Foreign
Exchange Administration on Director Investment (B4 — 5 i (b Fl o B H2 4% 0 A1 B4 S BUR 1 48
#1) (the “SAFE Circular No. 13”), promulgated by SAFE and which became effective on 1 June 2015,
the power to accept SAFE registration was delegated from local SAFE to local banks where the assets or
interest in the domestic entity was located.

As advised by our PRC Legal Advisers, Mr. Meng, being our applicable shareholder, has
completed the initial registration under the SAFE Circular No. 13 and the SAFE Circular No. 37 on 18
February 2021.
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OVERVIEW

We are a medical imaging solutions provider, principally engaged in providing medical imaging
film products and medical imaging cloud services in Shandong Province. In respect of our medical
imaging film products business, our Group engages in the distribution of medical imaging film products

(Note) and the sale of

from international brands, in particular, the Medical Imaging Products Manufacturer
our self-branded medical imaging film products. For our distribution business, our Group was the Tier-2
distributor of the Medical Imaging Products Manufacturer in Shandong Province. In respect of our
medical imaging cloud services business, our Group was the third largest medical imaging cloud
services supplier in Shandong Province with a market share of approximately 4.7% and had a market
share of approximately 0.4% in China, in terms of sales revenue in 2021. Our Group plans to focus its

business in Shandong Province.

We have been the distributor of international medical imaging film products since 2016.
Leveraging on our established customer base in the medical imaging market in Shandong Province and
with a view to increasing our profitability, we have provided our self-branded medical imaging film
products to our customers in Shandong Province since 2018. The sale of the medical imaging film
products of the Medical Imaging Products Manufacturer constituted approximately 89%, 76%, 72% and
68% of our revenue under the medical imaging film products business segment during the three years
ended 31 December 2021 and the six months ended 30 June 2022 and the sale of medical imaging film
products of our own brand constituted approximately 9%, 19%, 28% and 32% of our revenue under the
medical imaging film products business segment during the same periods. Except for the minimal
revenue generated from the sale of medical imaging film products of another international brand during
the two financial years ended 31 December 2020, our Group only distributed medical imaging film
products of the Medical Imaging Products Manufacturer since 2021.

Having established a market position in the medical imaging film products market in Shandong
Province and by riding on the increasing demand for medical imaging informatisation and medical
imaging cloud platform, we tapped into the medical imaging cloud services market by providing
hospitals and healthcare institutions with medical imaging cloud services in 2017. With an aim to
quickly penetrate into the market, we provide such services in the course of the sale of medical imaging
films. Our Directors believe that such services help digitise the medical images and thereby enable
medical practitioners and patients to access patients’ information anytime anywhere and increase the
efficiency and accuracy of diagnosis and treatment. Our Directors also believe that such a sales model
will increase customers stickiness.

As at 31 December 2019, 2020 and 2021, 30 June 2022 and as the Latest Practicable Date, we had
61, 63, 62, 57 and 61 hospitals and healthcare institutions customers. Out of the 61, 63, 62, 57 and 61
customers, 42, 51, 53, 53 and 55 customers also subscribed for our medical imaging cloud service for
the same year/period.

Note: Established in 1901, it is a medical imaging products manufacturer and medical information technology solutions
provider with its headquarters located in USA.

— 141 -



BUSINESS

The following diagram illustrates our main business model.
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(1) In the course of the sale of medical imaging films, depending on our customers’ needs, we will provide the
corresponding self-service film output printer and/or medical image printer to them and our customers are not
charged for the corresponding equipment. Occasionally, we also provide medical image data distribution system
(including CDs) without charging our customers. The ownership of the equipment belongs to our Group. In the event
of termination/discontinuation of the business relationship with our customers, the equipment provided to our
customers during the course of the sale of medical imaging films are required to be returned. The reason for
providing the corresponding self-service film output printer and medical image printer is to avoid incompatibility and
distortion of images due to the use of different brands of medical imaging films, self-service film output printer and/
or medical image printer. According to CIC, such a sales model is in line with the industry practise.

(2) To connect the software and the existing information technology systems of our customers, our integration process
includes (i) installing the software to the existing information technology systems of our customers and formulating
an application programme interface (API); and (ii) installing a hard drive called front-end processor on-site.

3) Medical practitioners and patients can retrieve the medical data from the digital medical imaging cloud storage
platform provided by us.

During the Track Record Period, our customers included hospitals and healthcare institutions in
Shandong Province. Over years of operations, we have accumulated a solid customer base and our
customers covered 43 Grade III hospitals, 30 Grade II hospitals and 20 Grade I hospitals in Shandong
Province, accounting for approximately 20.7% Grade III hospitals, 4.1% Grade II hospitals and 1.9%
Grade I hospitals in Shandong Province, since the date of our inception until the Latest Practicable Date.
According to CIC, Grade III hospitals in the PRC had the highest patient visits, which accounted for
only 9.0% of total number of hospitals in the PRC but with approximately 57.5% of total visits to
hospitals in the PRC in 2021, because the ability to provide an accurate diagnosis at lower grade
hospitals is relatively low and hence patients are inclined to visit a higher grade hospital. Our Directors
believe that our extensive hospital coverage and business network, in particular, our coverage on Grade
IIT hospitals, significantly strengthen our position in the medical imaging market in Shandong Province.
Going forward, we will continue to enhance cooperation with existing customers as well as establish our
presence in the eastern part of Shandong Province that are not extensively covered by our products and
services network.
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In terms of suppliers, for our distribution business, we procure medical imaging film products from
distributors of the medical imaging film products for onward selling to our customers. For our self-
branded products business, we procure medical imaging film products from OEM manufacturers, which
will be further packaged and labelled or assembled by us. For our medical imaging cloud services, we
procure software from our software suppliers, which are designed in accordance with our requirements
and specifications.

During the Track Record Period, our Group generated all of the revenue and profits from
customers in Shandong Province. For the three years ended 31 December 2021 and the six months ended
30 June 2022, we recorded a total revenue of approximately RMB140.8 million, RMB184.4 million,
RMB211.1 million and RMB98.6 million, respectively, and a net profit of approximately RMB22.3
million, RMB29.0 million, RMB23.1 million and RMB15.4 million for the same periods, respectively.
The following table sets forth details of our Group’s revenue derived from each business segment during
the Track Record Period for the periods indicated:

For the year ended 31 December For the six months ended 30 June
2019 2020 2021 2021 2022
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)

Sale of medical imaging film

products
— Sale of medical imaging films 127,138~ 90.3 165675  89.8 196,361  93.0 100,503  94.1 92,621 93.9
— Others (Note) L7712 7,120 39 565 03 02 01 149 0.2
Sub-total 128909 915 172,795 937 196926 933 100,565  94.2 92,770 94.1
Provision of medical imaging cloud

services 11916 85 1,640 63 14,150 6.7 6,103 5.8 5851 5.9
Total 140,825 100 184435 100 _ 211,076 100 _ 106,728 100 98,621 100

Note: Others mainly refer to the sale of self-service film output printer, medical image printer, medical image data
distribution system, other medical devices and CDs and the maintenance fees and rental income of medical devices.

The following table sets forth details of our Group’s gross profit and gross profit margin derived
from each business segment during the Track Record Period:

For the year ended 31 December For the six months ended 30 June
2019 2020 2021 2021 2022
Gross Gross Gross Gross Gross
profit profit profit profit profit
Gross profit margin — Gross profit margin - Gross profit margin Gross Profit margin - Gross Profit margin
RMB’000 % % RMB’000 % % RMB’000 % %  RMB'000 % % RMB’000 % %
(unaudited)
Sales of medical imaging film
products 36,558 788 284 51779 841 300 63,654 841 323 31385 863 312 34727 876 374
Medical imaging cloud
services 9857 212 827 979 159 842 12,045 159 851 5003 137 812 4899 124 837

Total 46415 100 330 61,575 100 334 75699 100 359 36,388 100 341 39,626 100 402
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OUR COMPETITIVE STRENGTHS

We believe that the following competitive strengths have contributed to our success, differentiated
us from our competitors, and will continue to be the key drivers of our business growth:

The only provider in Shandong Province which provides medical imaging film products together
with medical imaging cloud services

According to CIC, we are the only provider in Shandong Province which provides medical imaging
film products together with medical imaging cloud services. In respect of our medical imaging film
products business, our Group engages in the distribution of medical imaging film products from
international brand(s) and the sale of our self-branded medical imaging film products. According to CIC,
for our distribution business, our Group was the biggest Tier-2 distributor of the Medical Imaging
Products Manufacturer in Shandong Province in terms of sales volume in 2021. In respect of our
medical imaging cloud services business, our Group was the third largest medical imaging cloud
services supplier in Shandong Province with a market share of approximately 4.7%, in terms of sales
revenue in 2021.

As a one-stop medical imaging solutions provider, if our customers procure medical imaging films
from us and depending on our customers’ needs, we will provide the medical imaging cloud services
along with the medical imaging films so that the medical imaging printers can be connected to our
digital medical imaging cloud storage platform to retrieve medical data. Our Directors consider that we
differentiate ourselves from other medical imaging film products providers in Shandong Province by
specialising in the integration of both hardware and software for offering a one-stop medical imaging
products and services to our customers, which in turn help to maintain customers stickiness and loyalty
to our products and services.

Further, as the provision of medical imaging film products and medical imaging cloud services
share the same pool of customers, the knowledge, expertise and skillset of our sales and marketing teams
can be transferred to the medical imaging cloud services business. In such case, our sales and marketing
resources can be shared among the two segments, and accordingly, we can better utilise our marketing
expenses.

Since we commenced our medical imaging film products business earlier than our medical imaging
cloud services business, we have already established solid and stable relationship with our customers.
Our familiarity of the procurement procedures and requirements of our customers in Shandong Province
gives us an edge over new entrants to the medical imaging cloud services market and hence helps us
attract more customers and grows our market share.

An early mover to the medical imaging cloud services market in Shandong Province

We consider ourselves as an early mover to tap into the medical imaging cloud services market in
Shandong Province. Driven by the needs of larger storage capacity due to the improvement in imaging
devices and significant increase in image volume, cloud platform becomes a more cost-efficient way
than traditional local storage. Coupled with the needs of information and data sharing within regions and
between hospitals and healthcare institutions, the market size of medical imaging cloud services industry
in the PRC increased from approximately RMBO0.7 billion in 2016 to approximately RMB3.5 billion in
2021 at a CAGR of approximately 36.6% and is expected to further grow from approximately RMB3.5
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billion in 2021 to approximately RMB18.9 billion in 2030 at a CAGR of approximately 20.6%. The
market size of medical imaging cloud services industry in Shandong Province increased rapidly from
less than approximately RMBO0.06 billion in 2016 to approximately RMBO0.30 billion in 2021 at a CAGR
of approximately 40.5%, and it is expected to keep continuous growth and reach approximately
RMB1.63 billion in 2030 at a CAGR of approximately 20.5%.

In 2017, we started to provide medical imaging cloud services in the course of the sale of medical
imaging films to our customers in Shandong Province and therefore have established a market presence
in the medical cloud services industry in Shandong Province. As at 31 December 2019, 2020, 2021 and
30 June 2022 and the Latest Practicable Date, the number of customers subscribing to our medical
imaging cloud services was 42, 51, 53, 53 and 55, respectively. Our customer base increased year by
year and our experience in the provision of medical imaging cloud services has become more mature
over the years of operation. During the Track Record Period, our Group’s revenue derived from the
provision of medical imaging cloud services business segment were approximately RMB11.9 million,
RMB11.6 million, RMB14.2 million and RMB5.9 million, respectively, representing approximately
8.5%, 6.3%, 6.7% and 5.9%, of our Group’s total revenue for the relevant period, respectively. We also
plan to broaden our source of income by expanding our medical imaging cloud services portfolio to
further capture the rising opportunities of the medical imaging cloud services market in Shandong
Province. Leveraging on the advantage of being an early mover to the market, proven track record, as
well as market recognition, we believe that we are well positioned to further increase our market share
in the medical imaging cloud services industry in Shandong Province efficiently, strengthen our
competitive advantages effectively and generate attractive investment returns for our Shareholders.

Well-positioned to capture the opportunities in Shandong Province

During the Track Record Period, all of our customers are located in Shandong Province, which is a
highly-populated province in the PRC with relatively high medical demands and extensive hospital
coverage. According to CIC, in 2021, Shandong Province ranked the second, the second and the fifth in
terms of resident population, healthcare institutions coverage, and number of outpatient visits,
respectively, amongst all provinces, municipalities and autonomous regions in the PRC and the total
number of hospitals in Shandong Province increased from over 2,000 in 2016 to over 2,600 in 2021 and
is expected to increase to over 2,900 in 2025.

Our business is deeply rooted in Shandong Province, which allows us to capture the opportunities
there. Over years of operations, we have accumulated a solid customer base and we have successfully
established an extensive hospital coverage that covered 43 Grade III hospitals, 30 Grade II hospitals and
20 Grade I hospitals in Shandong Province, accounting for approximately 20.7% Grade III hospitals,
4.1% Grade II hospitals and 1.9% Grade I hospitals in Shandong Province, as at the Latest Practicable
Date. According to CIC, Grade III hospital in the PRC had the highest patient visits, which accounted
for only 9.0% of total number of hospitals in the PRC but with approximately 57.5% of total visits to
hospitals in the PRC in 2021, because the ability to provide an accurate diagnosis at lower grade
hospitals is relatively low and hence patients are inclined to visit a higher grade hospital. We believe our
extensive coverage is a sign showing that we have a reputation among the hospitals and healthcare
institutions in Shandong Province. Our Directors also believe that the newly established hospitals and
healthcare institutions may tend to choose us as their medical imaging film products and medical
imaging cloud services providers due to our familiarity with the operation and procurement process of
the hospitals and healthcare institutions in Shandong Province.
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Stable and established business relationship with our customers and international medical imaging
film products suppliers

We maintain stable and established business relationship with our customers and more than 40% of
our customers have maintained business relationship with us since our inception. To maintain business
relationship with our customers, our sales and marketing and engineering teams are receptive to our
customers’ feedback, changing preferences and operational needs and are able to provide comprehensive
after-sales support in a timely manner. This, in turn, facilitates a better working relationship with
procurement personnel and medical practitioners from different departments of the hospitals and
healthcare institutions. Our timely delivery of products and services also helps maintain our business
relationship with existing customers in Shandong Province.

Moreover, our sales model is to provide corresponding self-service film output printer and medical
image printer during the sale of medical imaging films to avoid the possibility of distortion of images
and incompatibilities when different brands of equipment and films are used. According to CIC, this is
in line with the market practise. We believe that there will be a continuous demand for the medical
imaging films as our customers will be more inclined to purchase medical imaging films from us after
installing the corresponding self-service film output printer and medical image printer at their hospitals
and healthcare institutions.

Further, to the best knowledge of our Directors, as at the Latest Practicable Date, the hospitals and/
or healthcare institutions procure our Group’s products and services including the medical imaging film
products of the Medical Imaging Products Manufacturer and our medical imaging cloud services,
exclusively from us. As a result, there will be a recurring demand for our medical imaging film products
and medical imaging cloud services from our existing customers and in turn customer stickiness and
loyalty to our Group can be maintained.

Our Directors believe that our stable relationship with our customers also serves as one of the
essential factors in securing our existing suppliers and distributorship and has brought us a competitive
advantage in obtaining and/or negotiating variable distribution rights with medical imaging film products
manufacturers or its distributors. We also believe that our solid business relationship with our customers
allows us to stand out in the competition of the medical imaging market in Shandong Province as we
have already gained an in-depth knowledge and understanding of the procurement procedures and
requirements of the hospitals and healthcare institutions as well as their internal rules and regulations.

Furthermore, we believe that a stable and good relationship with the distributors of international
medical imaging film products is one of the factors to achieve our success. One of our medical imaging
film products suppliers is the Tier-1 distributor of the Medical Imaging Products Manufacturer, which is
Honghe Group. We have established our business relationship with Honghe Group since 2017 and
entered into a ten-year framework procurement agreement with Honghe Group in February 2021.
Founded in 1901, the principal business of Medical Imaging Products Manufacturer is manufacturing of
medical imaging film products. According to CIC, Medical Imaging Products Manufacturer was the
market leader in the medical image film products market in the PRC and Shandong Province with a
market share of approximately 28.0% and 55.0%, respectively, by revenue in 2021. As at 30 June 2022,
approximately 38.6% of our customers procured medical imaging film products of the Medical Imaging
Products Manufacturer from us.
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Capable to supply self-branded medical imaging film products to vertically integrate our medical
imaging film products supply chain

We are one of the medical imaging film products distributors in the PRC which also possesses
product development capabilities. According to the national policy of “Made in China 2025 and
“Outline for Healthy China 2030, substitution of imported medical devices by domestic products has
become an inevitable trend. The domestic market of medical imaging film products is expected to
benefit from this policy, and it is expected that hospitals and healthcare institutions will increase their
purchases from domestic companies. In light of this policy, domestic medical imaging film products
suppliers will play a more important role in supporting China’s healthcare system in the future.

In order to capitalise our experience accumulated over years of experience in the medical imaging
film products market, we commenced our self-branded products business in 2018. We procure medical
imaging films products from OEM manufacturers in the PRC, which will be further packaged and
labelled or assembled by us. As at the Latest Practicable Date, our product portfolio included self-
branded medical dry laser film, thermal film, medical printing film, self-service film output printer,
medical imaging printer and medical image data distribution system. Our self-branded products broaden
our products portfolio and our revenue stream. During the Track Record Period, we saw an increasing
trend in the sale of medical imaging film products of our own brand, which constitute approximately
9%, 19%, 28% and 32% of our total revenue under the medical imaging film products business segment,
respectively.

We believe that as we gradually increase the proportion of our self-branded products business,
there will continue to be a positive impact on our financial performance.

We strive to provide medical imaging cloud services, which can enhance the operational efficiency
of our hospitals and healthcare institutions customers

We believe that we are positioned with the competitive edge over our industry peers and other
larger-scale technology companies which offer similar medical imaging cloud services.

We strive to provide solutions which could serve as infrastructure connecting among medical
practitioners and between medical practitioners and patients within the healthcare system. Our medical
imaging cloud services is a strategic product that can fulfil the operational needs of hospitals.

Our Directors believe that our medical imaging cloud services enable hospitals and healthcare
institutions to enhance their operational efficiency and patients to have quicker access to their medical
information, which in turn enhances the communication between hospitals and patients.

Moreover, compared to some cloud services providers, we differentiate ourselves by having a solid
and well-established business relationship with our hospitals and healthcare institutions customers.
Leveraging on our close business relationship with hospitals and healthcare institutions, we are able to
acquire first-hand knowledge from the hospitals and healthcare institutions the difficulties they
encountered during the shift from the traditional medical imaging films to medical imaging cloud films
and hence design an easy-to-use and simple layout of medical imaging cloud software for them to adapt
to such an inevitable trend.
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As at 31 December 2019, 2020 and 2021, 30 June 2022 and as at Latest Practicable Date, out of
the 61, 63, 62, 57 and 61 hospitals and/or healthcare institutions customers, 42, 51, 53, 53 and 55
customers subscribed for our medical imaging cloud services for the same year/period.

We believe that our competitive edge enables us to effectively attract and retain customers and
compete with our industry peers and larger-scale technology companies offering similar services,
thereby facilitating our business sustainability and path to profitability.

Experienced and committed professional management and sales team with proven track record

Our executive Directors, Mr. Meng and Mr. Guo, have extensive experience in the medical
imaging industry in the PRC. They have been engaged in the sales and distribution of medical imaging
film products in the PRC for over 21 years. For details of the biographies of Mr. Meng and Mr. Guo,
please refer to the section headed “Directors and senior management” in this prospectus. Through Mr.
Meng and Mr. Guo’s involvement and leadership, we have built a team of experienced professionals in
operations, general management and financial management through years of operation. The key members
of our management team have an average of ten years’ of experience in the medical imaging or finance
industry. With keen business insight developed from years of experience in the medical imaging
industry, our management team can identify the market trend, adapt to market needs and grasp existing
and potential business opportunities and in turn our Group may maintain long-standing relationship with
our customers and ensure all of our operations conform to national, local and industry standards.

We have an experienced sales and marketing team that has built up significant local market know-
how and expertise, including an understanding of local customers’ preferences. We believe that our
experienced senior management team has played a key role in leading the operations and development
strategies, and in providing us with industry and operational knowledge, which have been and will
continue to be the key to our success in our future operations and profitability.

OUR BUSINESS STRATEGIES

We aim to continue the growth and expansion of our operations through the following strategic
initiatives:

Expand our customer base and further consolidate our market presence in Shandong Province by
expanding to the eastern part of Shandong Province

According to CIC, the main driving forces of the medical imaging film products market are (i) the
increasing demand for self-service film output printer, which can reduce distribution errors and shorten
waiting time; and (ii) favourable national policies, which encourage the use of local medical imaging
film products to substitute imported medical imaging film products. The domestic medical image
printing suppliers is expected to benefit from this policy, and it is predicted that there will be a shift to
purchase medical imaging film products from multinational companies to domestic companies in the
PRC. On the other hand, according to CIC, the market size of medical imaging cloud services industry
in Shandong Province is expected to grow further from approximately RMBO0.30 billion in 2021 to
RMB1.63 billion in 2030 at a CAGR of 20.5%, attributable to (i) the demand for medical imaging cloud
services which provides the functions of storage, retrieval, management, distribution and presentation of
digital medical images from multiple medical modalities and diagnostic data without the need to
manually file, retrieve or transport the physical medical images and data; (ii) the needs of storage
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capacity as a result of the improvement in medical imaging devices and significant increase in medical
image volume; and (iii) the demand of information and data sharing within regions and between
hospitals and healthcare institutions. For further details of our growth drivers, please refer to the
paragraph headed “Industry Overview — Overview of China’s Medical Imaging Cloud Services Market
— Market Drivers and Future Trends — Market Drivers and Future Trends of the China’s Medical
Imaging Film Products Market” and “Industry Overview — Overview of China’s Medical Imaging
Cloud Services Market — Market Drivers and Future Trends — Market Drivers and Future Trends of
China’s Medical Imaging Cloud Services Market™ of this prospectus.

Riding on the growth momentum of the medical imaging film products market and the medical
imaging cloud services market, we plan to further consolidate our market presence, in particular, our
self-branded medical imaging film products and medical imaging cloud services, in these two markets by
expanding our presence to the eastern part of Shandong Province.

During the Track Record Period, most of our customers were situated in the western part of
Shandong Province, including, Jinan, Jining, Linyi, Liaocheng, Zibo, Heze, Zaozhuang and Dezhou. For
further details of our geographical allocation of our customers, please refer to the map of Shandong
Province below:
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Our Customers

Leveraging on our experience with hospitals in the western part of Shandong Province and to
capture the rising opportunities in the medical imaging market in Shandong Province, we plan to
increase our coverage of hospitals and healthcare institutions by expanding our sales network to the
eastern part of Shandong Province which is not extensively covered by us.
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The details of our strategies to tap into the eastern part of Shandong Province are set out below:

(1)

(i1)

Setting up sales office and warehouse: we have set up a sales office and a warehouse in
Jinan. We intend to set up a sales office with gross floor area of 800 sq.m. and a warehouse
with gross floor area of 300 sq.m. in Qingdao at an expected total rental costs of
approximately HK$79,000 per month based on the quotation obtained, which will be
dedicated to serve the customers in the eastern part of Shandong Province, as the commuting
time from the western part of Shandong Province to the eastern part of the Shandong
Province is long, for example, the commuting time from Jinan to Qingdao generally requires
approximately four to five hours by vehicle. In addition, our Directors also noted that
occasionally, we are required to deliver our products and services on the same day when
customers place orders. Therefore, setting up a sales office and warehouse in Qingdao allows
us to provide timely consultation, delivery, installation and after-sales services to our
potential customers in the eastern part of Shandong Province and we may maintain close
contact with our customers in the eastern part of Shandong Province. The cost of renting and
set-up of a sales office and a warehouse is estimated to be approximately HK$4.5 million
which will be financed by the net proceeds from the Global Offering;

Purchasing medical imaging printers from different brands or OEM manufacturers and front-
end processors for provision of medical imaging cloud services: A typical medical image
printing process requires self-service film output printers and film of the same brand to
produce accurate images. Our sales model is to provide the corresponding self-service film
output printers during the sale of medical imaging films. Occasionally, we also provide
medical image data distribution system. Our Directors believe that under such a sales model,
there will be a continuous demand for our medical imaging films. This, in turn, provides us
with a stable and recurring income stream as our customers will be more inclined to purchase
medical imaging films from us after installing the corresponding self-service film output
printers at their hospitals and healthcare institutions. In order to replicate such a sales model,
we intend to procure self-service film output printers and medical image data distribution
system from international brands or engage OEM manufacturers to produce medical imaging
printers. We also plan to purchase front-end processors, which is a hard drive for connecting
our software to the existing information system of our customers, in order to provide medical
imaging cloud services to our new customers during the sale of medical imaging films. The
number of self-service film output printers, medical image data distribution systems, front-
end processors to be procured by us is 360, 45 and 45, respectively. As per the applicable
accounting policies adopted by us, depreciation of our machinery and equipment is calculated
using the straight line method to allocate the residual values over the estimated useful lives
of the equipment and machineries. The expected average useful life of the self-service film
output printers and medical image data distribution system to derive future economic benefits
is five years. The actual useful lives of these equipment and machineries may be different
from the estimates due to reasons such as periodic maintenance. The cost of purchasing the
necessary printers and hardware is estimated to be approximately HK$27.5 million which will
be financed by the net proceeds from the Global Offering and the working capital generated
from operation/internal resources; and
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(ii1) Recruiting additional staff: with the establishment of our new sales office and warehouse, we
plan to attract and retain a total of nine sales and marketing personnel and 11 engineering
personnel in order to support and sustain our expansion of sales network in the eastern part of
Shandong Province. Our existing sales and marketing personnel and engineering personnel
are devoted to our existing customers, and hence we will need to hire additional sales and
marketing personnel as we intend to expand our customer base by covering more hospitals
and healthcare institutions in the eastern part of Shandong Province. In view of our limited
workforce, we consider it necessary to expand our sales team by recruiting one sales manager
and eight business representatives and our engineering team by recruiting one installation and
after-sales manager, five installation engineer and five after-sales engineer. Each of the sales
manager, business representatives, installation and after-sales manager, installation engineer
and after-sales engineer is expected to have monthly salary of approximately HK$25,000,
HK$10,000, HK$20,000, HK$10,000 and HK$10,000, respectively, which are in line with
market rates. The cost of recruiting additional staff is estimated to be approximately HK$6.2
million which will be financed by the net proceeds from the Global Offering.

In view of the above, we intend to deploy approximately 46.4% of the net proceeds to expand to
East Shandong. For further details of the use of proceeds from the Global Offering, please refer to the
section headed “Future plans and use of proceeds™ in this prospectus.

Enhance the delivery of our medical imaging cloud services through strategic acquisition,
obtaining the medical device registration certificate and upgrade of our hardware and software

(1) Strategic Acquisition

According to CIC, an increasing number of hospitals and healthcare institutions in the PRC are
deploying medical imaging cloud services to facilitate reading the medical scans on screen without the
need to print out medical images with an aim to improve diagnostic efficiency, which resulted in the
continuous growth of the market size from RMBO0.7 billion in 2016 to approximately RMB3.5 billion in
2021 at a CAGR of 36.6% and it is expected to further grow from approximately RMB3.5 billion in
2021 to approximately RMB18.9 billion in 2030 at a CAGR of 20.6%. In addition, the medical imaging
cloud services market is scattered in China and the medical imaging informatisation is in its infancy in
China and hence there is still a lot of unmatched market demand.

The healthcare systems in developed countries started the shift from traditional medical imaging
films to digital films for over two decades, and digitisation in medical imaging has since gradually
become a global trend. Presently, medical imaging results along with other patient information are
usually stored in medical institutions database and could be accessed online by physicians and patients
through patient portal, where the patients can still request hard copies of their medical imaging
examination results for purposes such as transferring between medical institutions. The shift to digital
films mainly is to facilitate digital storage, access, and transmission of medical imaging data for
purposes such as remote consultation and diagnosis. As a result, traditional medical imaging films is
subject to a decrease in demand due to digitisation in these developed countries.

According to “Opinions of the General Office of the State Council on Promoting the Development
of “Internet + Medical Health” (555 Be HFA BE B A2 38 [ B WA+ B (d il | SR E )
promulgated by the General Office of the State Council in 2018 and “Notice on Accelerating the
Mutual Recognition of the Examination Results” (0 575 A= ft 5l 2 HE 2 B BR A i DR 4 A 2 A B 4 SR .
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78 LAERY#E 1) published by the National Health Commission in 2021, the PRC government called for
the construction of the national and regional health platform, through the establishment of medical
institutions examination database including “medical imaging cloud films” serving as the source of
database, in order to promote the sharing of examination data, and to achieve the interconnection and
mutual recognition of examination data between medical institutions in the same region. Such an
encouragement of the use of medical imaging cloud films by the PRC government may demonstrate an
inevitable trend for hospital and/or medical institutions to switch from traditional medical imaging film
products to medical imaging cloud films at both state and provincial levels, including Shandong
Province.

In light of (i) the inevitable trend of the shift from traditional medical imaging films to medical
imaging cloud films; (ii) the corresponding expected growth in the medical imaging cloud services
market; and (iii) to capitalise the unmatched market demand, it is necessary to enhance the delivery of
our medical imaging cloud services as we offered medical imaging cloud services with basic and general
functions only during the Track Record Period in order to outperform our other competitors during the
infancy stage of the medical imaging cloud services market in China. Our capability in offering cloud
services to customers premises upon our advanced technology. As such, a higher technological level of
expertise in software engineering discipline is required. Since technology level and the set-up of a
mature software engineering team may take years to develop, our Directors consider that mergers and
acquisitions of companies with solid skills and knowledge will provide us with immediate access to the
software engineering and technological expertise. Leveraging on the skills and knowledge of the
software engineering staff and the technology of the target companies, our Directors believe that our
Company will be able to enhance the effectiveness of, and add new and/or complex functions and
features to our existing cloud services and develop new type of cloud services, which in turn enhances
our competitiveness. Also, acquisition will not only increase our capacity as we acquire the facilities of
the target companies, but will also allow us to diversify our customers bases as we will have immediate
access to the existing customer base of the target companies upon acquisition. As we consider our
medical imaging cloud services as one of our major business segments and we aim to expand our
provision of cloud services in the long term, we believe our in-house software engineering term will
allow us to timely react to the ever-evolving market trends and business requirements, to develop
innovative, customised cloud services to our customers’ satisfaction when compared to engaging a third-
party software supplier and to stay ahead in the ever-changing market. Accordingly, we intend to acquire
a majority, if not all shareholding interest of:

(i) a company which possesses the technical know-how of developing PACS system and digital
medical imaging cloud storage platform; and

(ii) a start-up company in Al healthcare industry, which possesses the technical know-how of
building an AI system relating to providing a medical diagnosis recommendation by
analysing the historical medical images.

Given the medical imaging informatisation in China is still in its infancy, by acquisition at this
infancy stage, our Directors believe that when the medical imaging cloud services market in China
becomes mature, our Group has already captured some market share in Shandong Province and
consolidated our position in the medical imaging cloud services market by that time.
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PACS system, digital medical imaging cloud storage platform

During the Track Record Period, in the course of providing our medical imaging cloud
services, we engaged third-party software suppliers to (i) develop software including PACS system
and digital medical imaging cloud storage platform in accordance with our instructions and
specifications; and (ii) upgrade the system and platform at least four times a year, which is mainly
to add new or enhance existing functions to our PACS system and reduce bugs. To build a reliable
and solid base of our information technology services and eliminate recurring procurement costs,
we plan to acquire a PACS system developer and a digital medical imaging cloud storage platform
developer. Generally, a PACS system software developer also possesses the expertise of
developing an interface of the digital medical imaging cloud storage platform. Therefore, we plan
to acquire a PACS system software developer with such expertise.

With the promotion of medical imaging informatisation in hospitals, more and more hospitals
require new, customised and complex functions and features to be added to their PACS systems.
During the Track Record Period, we provided PACS system with basic and general functions. To
cope with such an increasing requirement of adding more and/ or complex functions and features
for example, the automatic report generation function and integration of the PACS systems from
different departments within a hospital, we have to constantly upgrade our PACS system. However,
due to insufficient software engineering staff, we are unable to do so without engaging third-party
software suppliers to develop or upgrade the PACS systems of our customers. Based on the fee
quotation we obtained, the average costs in engaging third-party software suppliers to develop or
upgrade the PACS system, including, amongst others, installation of new, customised and complex
functions and features, for each customer or project, amount to RMB1.45 million.

We estimate that there will be approximately 80% in cost savings if we develop and upgrade
a PACS system on our own after the acquisition of a PACS system developer, compared to the
costs of engaging third-party software suppliers. To the best knowledge of our Directors, the
estimated average costs, in particular, labour costs, in operating our own software engineering team
to develop and upgrade the PACS system, including, amongst others, installation of new,
customised and complex functions and features, for each customer or project, is approximately
RMB290,000 under the assumption that our software engineering staff will spend an average of
221 days in total on each customer or project.

Al-aided diagnosis software

It is our plan to ride on the technical know-how, expertise and experience of the start-up
company, which is currently developing or has developed the Al-aided diagnosis software. The Al-
aided diagnosis software is a software which supports medical practitioners during diagnosis
process by enabling medical images detection and recognition and providing intelligent diagnosis
recommendations. We believe the Al-aided diagnosis software has great potential due to an
expected increase in the number of medical visits in Shandong Province as well as the expectation
of the improvement in diagnosis efficiency in the future.

The raw data, including digital medical images and diagnosis report of the patients, which is
stored in our digital medical imaging cloud storage platform and/or the existing information
technology system of our hospitals and healthcare institutions customers, serves as a database to
build up the Al-aided diagnosis software. The software we intended to develop will make use of
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the raw data to analyse and compare the historical medical images in the database with the medical
images to be diagnosed and make reference to the diagnosis decisions made with the similar
medical images in the past to arrive at an optimal diagnosis recommendation and/or suggest action
to be taken. Our Directors believe that the development of such a software, which will be built
upon our medical imaging cloud services, will complement our existing range of medical cloud
services, widen our cloud services offerings and increase our revenue in long run. This, in turn,
will enhance our role as a one-stop medical imaging solutions provider.

Below is an illustrative diagram of our Al-diagnosis aided software.
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In line with the AI software industry practise, generally, it is unlikely for an AI medical
software company to sell its Al-diagnosis aided software including its intellectual property, core
technology and underlying structure, to other companies. As such, to the best knowledge of our
Directors, our Company can only engage a third-party software supplier to provide Al-aided
diagnosis services for each of our customers (i.e. hospitals) and the costs of engaging a third-party
software supplier to provide such services for each of our customers (i.e. hospitals) is
approximately RMB2 million based on the fee quotation we obtained.

As we aim to develop the medical imaging cloud services in long term and to maintain our
competitiveness in the medical imaging cloud services market, our Directors believe acquisition of
a start-up company is more beneficial to us in the long run, because we can timely react to our
customers’ requirements on the software and develop innovative, and customised cloud services to
our customers’ satisfaction when compared to engaging a third-party software supplier.

As advised by our PRC Legal Advisers, in case the relevant competent authority is of the
view that the Al-diagnosis services described above falls within the classification under “Special
Management Measures (Negative list) for the Access of Foreign Investment”, foreign investors
may be restricted from holding more than 50% equity interest in companies providing such
services and that it may not be viable for our Company to hold our PRC company in carrying out
such intended business directly through equity ownership. As such, as advised by our PRC Legal
Advisers, we may have to gain effective control over, and receive all the economic benefits
generated by the intended business to be operated by our PRC company through contractual
arrangements. For further details on the risks relating to our possible contractual arrangements,
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please refer to the paragraph headed ‘“Risk Factors — Risks Relating to Our Business and
Operations — We may be subjected to certain risks relating to contractual arrangements during the
course of implementation of our business strategies” in this prospectus.

Announcement(s) and/or circular containing, among other things, details of the acquisition
and contractual arrangements will be published in accordance with the Listing Rules should the
Company proceed with the acquisition after Listing. We intend to acquire a majority, if not all
shareholding interest of the target(s) and if we are not able to acquire the majority shareholding
interest of the target through contractual arrangements in the future, we may acquire a minority
shareholding interest of the suitable target or look for other ways to engage such business.

We plan to take the following steps in pursuing opportunities for selective acquisitions:

(i) our Board will evaluate and identify potential acquisition targets based on the following
selection criteria, including but not limited to: (i) their products and/or research and
development portfolio; (ii) years of experiences, qualifications and competencies of
their engineer personnel; (iii) their existing customer base; (iv) their track record and
operating history; (v) their revenue, cash flow and earnings generation capabilities, as
well as balance sheet strength and other financial consideration; and (vi) the required
permits and licences under the relevant laws and regulations in the PRC. In choosing
our acquisition targets, we may consider a target that: (i) has reached a revenue of more
than RMB3 million; (ii) has a geographical coverage in China that is complementary to
our business and strategies; (iii) has an operational history and track record of more
than three years; and (iv) is valued at RMB20 million to RMB40 million, depending on
market conditions, industry development and valuation benchmarks.

(i1) according to CIC, there are approximately 17 PACS system software developers and 8
start-up companies in Al healthcare industry that may potentially meet our requirements
for acquisition in the PRC based on the limited available market information. The
potential targets are expected to be small-sized companies with a strong software
engineering team. We cannot preclude the possibility that there are other available
potential acquisition targets in the market at the time of the implementation of our
acquisition plan.

(iii) our management will perform feasibility study, preliminary due diligence on potential
targets and present an internal evaluation proposal to our Board for consideration and
approval. Our Board will assess whether the business activities of the potential targets
can be integrated into our Group to create synergy and economies of scale to reduce
operational costs thus increasing overall sales and profitability of our Group.

We intend to allocate not more than approximately HK$25.2 million, by the net proceeds
from the Global Offering, depending on the amount of purchase price and commercial terms of the
potential acquisition, to settle part of the consideration of any strategic acquisitions, with the
remaining part being settled by internal resources and/or external financing.
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Our Directors believe that the above strategic acquisition plan is feasible and effective taking

into consideration the following factors:

(1)

(ii)

(iii)

our Group plans to utilise HK$25.2 million to settle part of the consideration of any
strategic acquisitions and the remaining part will be settled by internal resources and/or
external funding, knowing that technology company may be valuable. Our Group
remains flexible in terms of budget and the selection of suitable potential acquisition
targets if the targets are able to meet our qualification and competency requirements.

our Group has commenced its medical imaging cloud services business since 2017 and
is regarded as an early mover in the medical imaging cloud services market in
Shandong Province. We may make use of our experience in the market and our
familiarities of the needs and requirements of the hospitals and healthcare institutions in
the area of medical imaging cloud services to quickly identify available and suitable
targets, which can improve our product offerings and enhance functions of our medical
imaging cloud services.

as compared to the other large technology companies, we may act relatively faster in
terms of decision-making in strategic acquisition owning to our simplified corporate
structure.

In line with our business practice, we may explore potential available targets through (i) our

cooperation with business acquaintances and (ii) participation in exhibitions, including China

International Medical Equipment Fair and China International Medical Equipment Exhibition.

As at the Latest Practicable Date, we had neither identified any suitable target, nor

formulated any specific acquisition plans, nor entered into any definitive agreements for any

potential target.

(2) Obtaining the medical device registration certificate

To enable the Al-aided diagnosis system to be installed in the hospitals and healthcare institutions,

a Class III medical device registration certificate has to be obtained as required under the Regulations on
the Supervision and Administration of Medical Devices (& %5 i B B4 FEH7])). The costs expected
to be incurred include:

(1)

(i1)

costs to engage certification consultants: in order to assist and facilitate our application, we

would have to engage certification consultants, who are familiar with the application

procedures, and possess the required expertise, experience and knowledge of the relevant
rules and regulations. The services they rendered include preparing for necessary
documentation, arranging for clinical trials, communication with relevant authorities and
overall project coordination and management;

costs of arranging clinical trials: clinical trials and administrative expenses would be incurred
during the application process, including expenses for various clinical trials during the
application process and application fee for registration; and

(ii1) other administrative expenses.
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Our Directors expect that, the timeframe required for the registration process of the Class III
medical device registration certificate is at least twenty-nine months in general.

To finance the application for registration certificates costs, we expect that approximately HK$1.4
million of the net proceeds of the Global Offering, will be utilised for such purpose.

(3) Upgrading our hardware and software

Our Directors believe that possession of up-to-date market intelligence within the industry is one
of the key factors leading to the success of a medical imaging cloud services provider. To this end, we
will continue to strengthen our IT services capabilities and are committed in developing and expanding
our medical imaging cloud services, in order to maintain our competitiveness and increase our market
share in the healthcare industry. In particular, we intend to further expand and develop our medical
imaging cloud services which include, among others, cloud storage, data transmission and R&D.
Accordingly, we plan to (i) invest in our technology infrastructure; (ii) expand our cloud storage
capacity; and (iii) acquire additional software. The following table sets forth the breakdown of hardware
and software to be procured by us.

Particulars of cloud storage/software/hardware Estimated costs
(HKS$)

Cloud storage
Purpose: to expand the cloud storage capacity 1,400,000

Distributed Storage System
Purpose: to facilitate and support the development of cloud services 750,000

Hyper-Converged Infrastructure (a software-defined, unified system that

combines all the elements of a traditional data centre: storage, compute,

networking and management)

Purpose: to facilitate and support the development of cloud services 750,000

Computer, laptops and monitors
Purpose: to facilitate and support the development of cloud services 350,000

Development and other ancillary software
Purpose: to facilitate and support the development of cloud services 850,000

Total 4,100,000

To finance the upgrade of hardware and software costs, we expect that approximately HK$4.1
million of the net proceeds of the Global Offering, will be utilised for such purpose.
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Horizontally expand our value chain by broadening our product offerings

Leveraging on our established “7E{#2 %" (Guanze Huiyi) brand, our historical experience in
engaging OEM manufacturers, solid track record for product validation and commercialisation and
experienced sales team, we intend to expand our product offerings through offering the following self-
branded products by engaging OEM manufacturers because there is an unsaturated demand for the

products.
Product Pipeline Description
Mobile X-ray system Different from the conventional X-ray system, the mobile X-ray

€2 ER S CIFT ) system is moveable and hence improves patient care. It eliminates the
need and inconvenience of transporting patients to the radiology
department to conduct medical scan and enables medical scan to be
done at a patient’s bedside. Imaging patients at their bedside can help
eliminate the risk of spread of contagions during patient

transportation.
High pressure injector The function of a high pressure injector is to inject a sufficient
(%@?ﬁﬁﬁ%ﬁ) amount of contrast agent (?ﬁ%ﬁ‘ﬂ) into the examination site of the

body in order to clearly reflect the structures or fluids within the
body in the medical images. The applicable type of diagnostic
imaging is CT, MR and DSA.

According to CIC, an unsaturated demand for the mobile X-ray system is supported by the
following reasons. First, the rising awareness of health and wellness and ageing population contribute to
a higher risk of sport injuries, which may require X-ray examinations, and it is expected that there will
be an increase of the number of arthroscopic surgeries operated from approximately 1.0 million in 2021
to approximately 2.0 million in 2025 at a CAGR of approximately 19.6%. Second, in preparation for
future public health emergencies, such as in the case of infectious disease, hospital and healthcare
institutions tend to equip themselves with mobile X-ray systems. The sales volume of mobile X-ray
system in the PRC increased from 582 units in 2016 to 1,714 units in 2021 at a CAGR of 24.1% due to
the increase in demand for X-ray scans, which is resulted from the COVID-19 outbreak. The sales
volume of mobile X-ray system in the PRC is expected to increase from 2,233 units in 2025 to 2,907
units in 2030 at a CAGR of 5.4%.

Further, the unsaturated demand for high pressure injector is also supported by the following
reasons, according to CIC. First, the demand for a clear and high quality of medical images gives rise to
the procurement of high pressure injector. Second, the prevalence of cardiovascular diseases in the PRC
gives rise to a demand for high pressure injector as it is one of the essential equipment in cardiovascular
imaging. According to CIC, the volume of CT, MR and DSA scans in the PRC in aggregate increased
from 272 million in 2016 to 405 million in 2021 at a CAGR of 8.3% and is expected to increase from
546 million in 2025 to 761 million in 2030 at a CAGR of 6.9%, thus it is foreseen that the market size
of high pressure injector in the PRC will also experience a stable growth.
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During the Track Record Period, we engaged OEM manufacturers to manufacture thermal film,
medical printing film, medical dry laser film, self-service film output printer, medical image data
distribution system and medical image printer or the equipment component. As confirmed by CIC, the
sale of OEM mobile X-ray system and high pressure injector and the sale of our existing OEM products
share the same business flow as those of medical imaging products, which is to (i) engage OEM
manufacturers to manufacture mobile X-ray system and high pressure injector according to our
instructions and requirements, (ii) label and package the products; and (iii) arrange delivery and
installation of the products. In the premise of the similarity between the sale of OEM mobile X-ray
system and high pressure injector and the sale of our existing OEM products and taking into account that
there are no legal impediments to register the mobile X-ray system and high pressure injector as medical
devices as long as we are in compliance with applicable laws and regulations, as confirmed by our PRC
Legal Advisers, our Directors therefore believe, and the Sole Sponsor concurs that we possess the
relevant experience and expertise to procure the above products from OEM manufacturers, given (i) our
well-established presence as a medical imaging film products and cloud services provider with a
extensive customer base in Shandong Province; and (ii) that we engaged in the sale of mobile X-ray
system of other brands on several occasions during the Track Record Period.

According to the PRC Legal Advisers, our Group has to apply for the registration of the syringe of
the high pressure injector as a Class III medical device and the mobile X-ray system and the equipment
of the high pressure injector as a Class II medical device; and obtain the relevant medical device
registration certificates before the launch of the products. The details of costs to be incurred for applying
for the certificates include:

(i) costs to engage certification consultants: in order to assist and facilitate our application, we
would have to engage certification consultants, who are familiar with the application
procedures, and possess the required expertise, experience and knowledge of the relevant
rules and regulations. The services they rendered include preparing for necessary
documentation, arranging for clinical trials, communication with relevant authorities and
overall project coordination and management;

(ii) costs of arranging clinical trials (for Class III medical device registration certificate only):
clinical trials and administrative expenses would be incurred during the application process,
including expenses for various clinical trials during the application process and application
fee for registration;

(iii) cost of procuring the trial products from OEM manufacturers; and
(iv) other administrative expenses.

In light of the above, we believe the expansion of product portfolio will broaden our income
stream, and enable us to become a one-stop medical imaging products supplier.

To finance the above registration of Class III and II medical device registration certificates, we
expect that approximately HK$2.2 million of the net proceeds of the Global Offering, will be utilised for
such purpose.
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Continue to promote our brands and increase market awareness by participating in exhibitions

We plan to enhance our sales and marketing efforts, promote our brand and enhance awareness of
our corporate image by participating in more exhibitions to showcase our medical imaging film products
and cloud services to potential buyers, raise our corporate profile in the industry, expand our
procurement network and enhance our product offerings.

We attended the China International Medical Equipment Fair (CMEF) in Shenzhen and Shanghai
during the Track Record Period and we expect to participate in the CMEF and China International
Medical Equipment Exhibition (CMEE) in Jinan in the upcoming years. The expected costs to be
incurred include (i) rental of the booth; (ii) transportation and accommodation fees; and (iii) business
development fees including, booth design and construction fees and rental of the electronic devices.

By participating in the abovementioned exhibitions, we expect to (i) meet more suppliers and
explore new business opportunities so as to broaden our product portfolio; (ii) obtain the latest
information of the medical device market, including recent technological development, market trend and
customers’ feedback and preferences; and (iii) enhance our sourcing capability and strengthen our
competency in providing market trend analysis to our customers.

To finance the above expenditures, we expect that approximately HK$2.1 million of the net
proceeds of the Global Offering, will be utilised for such purpose.

Upgrade our information technology systems

We intend to upgrade our information technology systems by having new computer hardware and
software and adopting a new enterprise resources planning system so as to enhance our operational and
management efficiency. We purchased our current enterprise resources planning system with basic
functions on inventory and sales management in September 2020. In view of the limited functionalities
provided by our current system, our Directors consider that it is necessary to upgrade our information
technology systems as we need to expand the features and functionalities of our enterprise resources
planning system to cope with our business expansion, in particular, one that can facilitate budget
management, ledger consolidation, credit management, financial analysis and projections, human
resources management and administration functions. Furthermore, we plan to upgrade our in-house
technology infrastructure to support our evolving R&D activities, for instance renting more servers,
expanding connectivity bandwidth and updating our firewalls. The estimated cost of upgrading our
information technology system is approximately HK$2.1 million, which is expected to be financed by
the net proceeds from the Global Offering. We believe that such upgrade will provide us with a wider
range of information-based solutions in a more efficient manner, and hence enhance our operating
efficiency.

OUR BUSINESS MODEL

We are a medical imaging solutions provider, principally engaged in providing medical imaging
film products and medical imaging cloud services in Shandong Province. When a new client approaches
us, if necessary, we will first conduct initial consultation with our potential customers through field
surveys in hospitals and healthcare institutions. During the field survey, our staff will gather necessary
information and try to understand the technical requirements and specifications of the medical imaging
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film products and medical imaging cloud services. We will also provide after-sales services to our

customers upon delivery of our products and services. For further details of our business workflow,

please refer to the paragraph “Our Business Workflow” in this section.

()

The following diagram illustrates our main business model:
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Sold to

In the course of the sale of medical imaging films, depending on our customers’ needs, we will provide the
corresponding self-service film output printer and/or medical image printer to them and our customers are not
charged for the corresponding equipment. Occasionally, we also provide medical image data distribution system
(including CDs) without charging our customers. The ownership of the equipment belongs to our Group. In the event
of termination/discontinuation of the business relationship with our customers, the equipment provided to our
customers during the course of the sale of medical imaging films are required to be returned. The reason for
providing the corresponding self-service film output printer and medical image printer is to avoid incompatibility and
distortion of images due to the use of different brands of medical imaging films, self-service film output printer and/
or medical image printer. According to CIC, such a business model is in line with the industry practise.

To connect the software and the existing information technology systems of our customers, our integration process
includes (i) installing the software to the existing information technology systems of our customers and formulating
an application programme interface (API); and (ii) installing a hard drive called front-end processor on-site.

Medical practitioners and patients can retrieve the medical data from the digital medical imaging cloud storage
platform provided by us.

Sale of medical imaging films

We engage in the sale of (i) medical imaging films procured from international brands, including

the Medical Imaging Products Manufacturer, and (ii) medical imaging films under our own “ % &% &

(Guanze Huiyi) brand to hospitals and healthcare institutions. In the course of the sale of medical

imaging films, depending on our customers’ needs, we will provide the corresponding self-service film

output printer and/or medical image printer to them and our customers are not charged for the

corresponding equipment. Occasionally, we also provide medical image data distribution system

(including CDs) without charging our customers.

Our self-branded medical imaging films are manufactured by OEM manufacturers, and further

packaged and labelled by us while our self-branded medical imaging printers are manufactured by OEM

manufacturers.
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(ii) Provision of medical imaging cloud services

Further, we will also offer four types of medical imaging cloud services including (i) digital
medical imaging cloud storage platform; (ii) digital medical image platform; (iii) regional imaging
diagrams platform; and (iv) PACS system, in the course of the sale of medical imaging films.

Revenue generated from our products and services

During the Track Record Period, the medical imaging film products business segment accounted
for the majority of our revenue. For the three years ended 31 December 2021 and the six months ended
30 June 2022, our sale of medical imaging film produc