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WARNING

The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the “Exchange”) and the
Securities and Futures Commission (the “Commission”) solely for the purpose of providing information to the public in Hong

Kong.

This Application Proof is in draft form. The information contained in it is incomplete and is subject to change which can be
material. By viewing this document, you acknowledge, accept and agree with the Company, its respective sponsors, advisers or
member of the underwriting syndicate that:

(a)

(b)
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(d)

(e)

®

(2)

()

@

(k)

this document is only for the purpose of providing information about the Company to the public in Hong Kong and not for
any other purposes. No investment decision should be based on the information contained in this document;

the publication of this document or supplemental, revised or replacement pages on the Exchange’s website does not give
rise to any obligation of the Company, its sponsors, advisers or members of the underwriting syndicate to proceed with an
offering in Hong Kong or any other jurisdiction. There is no assurance that the Company will proceed with the offering;

the contents of this document or supplemental, revised or replacement pages may or may not be replicated in full or in part
in the actual final listing document;

this document is not the final listing document and may be updated or revised by the Company from time to time in
accordance with the Rules Governing the Listing of Securities on the Exchange;

this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement offering to sell
any securities to the public in any jurisdiction, nor is it an invitation to the public to make offers to subscribe for or purchase
any securities, nor is it calculated to invite offers by the public to subscribe for or purchase any securities;

this document must not be regarded as an inducement to subscribe for or purchase any securities, and no such inducement
is intended;

neither the Company nor any of its affiliates, sponsors, advisers or members of its underwriting syndicate is offering, or is
soliciting offers to buy, any securities in any jurisdiction through the publication of this document;

no application for the securities mentioned in this document should be made by any person nor would such application be
accepted;

the Company has not and will not register the securities referred to in this document under the United States Securities Act
of 1933, as amended, or any state securities laws of the United States;

as there may be legal restrictions on the distribution of this document or dissemination of any information contained in this
document, you agree to inform yourself about and observe any such restrictions applicable to you; and

the application to which this document relates has not been approved for listing and the Exchange and the Commission may
accept, return or reject the application for the subject public offering and/ or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are reminded to make their
investment decisions solely based on the Company’s prospectus registered with the Registrar of Companies in Hong Kong, copies
of which will be made available to the public during the offer period.
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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 document, 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 document.

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

The [REDACTED] expected to be fixed by agreement between the [REDACTED], on behalf of the [REDACTED], and our Company on or about [[REDACTED]] or such later
time as may be agreed between the parties, but in any event, no later than [[REDACTED]]. If, for any reason, the [REDACTED], on behalf of the [REDACTED], and our
Company are unable to reach an agreement on the [REDACTED] by [[REDACTED]], the [REDACTED] will not become unconditional and will lapse immediately. The
[REDACTED] will be not more than HK$[[REDACTED]] per [REDACTED] and is expected to be not less than HK$[[REDACTED]] per [REDACTED] although the
[REDACTED], on behalf of the [REDACTED], and our Company may agree to a lower price. Applicants for [REDACTED] are required to pay, on [REDACTED], the
maximum [REDACTED] of HK$[[REDACTED]] for each [REDACTED] together with a brokerage fee of 1.0%, a SFC transaction levy of 0.0027%, a Hong Kong Stock
Exchange trading fee of 0.005% and an FRC transaction levy of 0.00015%, subject to refund if the [REDACTED)] as finally determined is less than HK$[[REDACTED]].

The [REDACTED], on behalf of the [REDACTED], may, with the consent of our Company, reduce the number of [REDACTED] and/or the indicative [REDACTED] below
that stated in this document (being HK$[[REDACTED]] per [REDACTED] to HK$[[REDACTED]] per [REDACTED]) at any time on or prior to the morning of the last date
for lodging [REDACTED] under the [REDACTED]. In such a case, notices of the reduction in the number of [REDACTED] and/or the indicative [REDACTED] will be
published on the websites of the Stock Exchange at www.hkexnews.hk and our Company at www.cryofocus.com as soon as practicable following the decision to make such
reduction, but in any event not later than the morning of the day which is the last day for Todging [REDACTED] under the [REDACTED]. For further information, see
“Structure of the [REDACTED]” and “How to Apply for [REDACTED]” in this document.

We are incorporated and a substantial majority of our business and assets are located in the PRC. Potential [REDACTED] should be aware of the differences in the legal,
economic and financial systems between the PRC and Hong Kong, and the fact that there are different risk factors relating to [REDACTED] in PRC-incorporated companies.
Potential [REDACTED] should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong, and should take into
consideration the different market nature of the H Shares. Such differences and risk factors are set out in “Risk Factors” and “Regulatory Overview” in this document and in
Appendix III, Appendix IV and Appendix V to this document.

Pursuant to the termination provisions contained in the [REDACTED] in respect of the [REDACTED], the Joint Sponsors and the [REDACTED], on behalf of the
[REDACTED], have the right in certain circumstances, in their absolute discretion, to terminate the obligation of the [REDACTED] pursuant to the [REDACTED] at any time
prior to 8:00 a.m. on the [REDACTED]. Further details of the terms of the termination provisions are set out in “[REDACTED]” in this document. It is important that you refer
to that section for further details.

The [REDACTED] have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States, and may not be [REDACTED], sold,
pledged or transferred within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act
and in accordance with any applicable U.S. state securities laws. The [REDACTED] may be [REDACTED], sold or delivered (i) in the United States to “Qualified Institutional
Buyers” in reliance on Rule 144A or another exemption from the registration requirements of the U.S. Securities Act and (ii) outside of the United States in offshore
transactions in reliance on Regulation S under the U.S. Securities Act.

[REDACTED]

[REDACTED]

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

IMPORTANT

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

IMPORTANT

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

EXPECTED TIMETABLE™"

[REDACTED]



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

EXPECTED TIMETABLE™"

[REDACTED]

— i1 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

EXPECTED TIMETABLE™"

[REDACTED]

—iii —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

TABLE OF CONTENTS

This document is issued by our Company solely in connection with the [REDACTED] and the
[REDACTED] and does not constitute an offer to sell or a solicitation of an [REDACTED] to
[REDACTED] for or buy any security other than the [ REDACTED]. This document may not be used
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This summary aims to give you an overview of the information contained in this document and
is qualified in its entirety by, and should be read in conjunction with, the more detailed information
and financial information appearing elsewhere in this document. As this is a summary, it does not
contain all the information that may be important to you and we urge you to read the entire document
carefully before making your [REDACTED] decision. There are risks associated with any
[REDACTED]. In particular, we are a biotechnology company seeking a [REDACTED] on the
[REDACTED] of the [REDACTED] under Chapter 18A of the Listing Rules on the basis that we
are unable to meet the requirements under Rule 8.05 (1), (2) or (3) of the Listing Rules. Some of the
particular risks in [REDACTED] in the [REDACTED] are set out in “Risk Factors” in this
document. You should read that section carefully before you decide to [REDACTED] in the
[REDACTED].

OVERVIEW

We are an innovative medical device company in China with a main focus on the field of
minimally-invasive interventional cryotherapy. Since our inception in 2013, we have developed a
comprehensive product portfolio mainly focusing on two therapeutic areas: (i) vascular interventional
therapy for the treatment of atrial fibrillation, hypertension and other cardiovascular diseases, and (ii)
natural orifice transluminal endoscopic surgery, or NOTES, for the treatment of urinary, respiratory, and
digestive diseases (e.g., bladder cancer, chronic obstructive pulmonary disease, asthma, airway stenosis,
gastric cancer, and esophageal cancer). As of the Latest Practicable Date, we had two Core Products, 15
other product candidates in various development stages as well as six commercialized medical
consumables. Four of our pipeline products were recognized as “innovative medical devices” by the
NMPA or its provincial counterparts. Our Core Products are the Bladder Cryoablation System (% it i% 6§
JHR Z%%) and the Endoscopic Clip for Anastomosis (IN#EW) % #€). The Bladder Cryoablation System
was the first cryotherapy device approved for commercialization in the world which is specifically
designed for the treatment of bladder cancer, according to Frost & Sullivan. The Endoscopic Clip for
Anastomosis is an anastomotic device for closure of soft tissue in digestive tract, which is expected to be
among the first batch of over-the-scope clips (“OTS Clips”) approved for commercialization in China,
according to Frost & Sullivan. As of the Latest Practicable Date, we had three and eight material patents
and patent applications directly related to the Bladder Cryoablation System and the Endoscopic Clip for
Anastomosis, respectively. There is no assurance that we will ultimately be able to develop and
market our Core Products successfully.

Cryotherapy is a treatment method that freezes and destroys abnormal cells or diseased tissue
through extreme cold. Interventional cryotherapy includes cryoablation that employs extremely low
temperature to freeze tissue for destruction, as well as cryoadhesion that freezes tissue for adhesion.
Many recent studies have demonstrated that interventional cryotherapy can effectively destroy diseased
tissues and stop the growth or spread of cancerous cells in a minimally invasive manner. As compared to
traditional treatment solutions such as open surgeries, interventional cryotherapy is generally cheaper,
safer, associated with fewer side effects and lower chances of post-operative complications, and allows
patients a quicker recovery with less scars. In addition, interventional cryotherapy procedures are easy to
learn, easy to conduct by physicians, and typically require a short operation time. Driven by the
accelerated population aging and patient pool expansion, technological innovations and favorable policy
support, as well as the advantages associated with the cryotherapy devices, the cryotherapy device market
in China has experienced rapid growth. According to Frost & Sullivan, the market size of interventional
cryotherapy devices in China has increased from RMB98.0 million in 2016 to RMB390.8 million in 2020
at a CAGR of 41.3%, and is expected to further climb to RMB11,233.9 million in 2030.
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We use liquid nitrogen as the main cryogenic source for cryotherapy systems by leveraging our
unique liquid nitrogen cryoablation technology and advanced flexible catheter technology. Compared to
other cryogenic sources like nitrous oxide and carbon dioxide, liquid nitrogen is highly obtainable and
affordable with rapid cooling rate. However, despite its distinct advantages, the clinical application of
liquid nitrogen had been limited, primarily because it tends to vaporize and undergo substantial volume
expansion when delivering energy to the lesions. Our unique liquid nitrogen cryoablation technology
platform can resolve the excessive volume change associated with vaporization to lower the device’s
working pressure and increase operational safety, while keeping the advantages of high ablation
efficiency and controllability of liquid nitrogen. We have also developed other core technologies
including flexible catheter technology, balloon catheter technology and metered spray catheter
technology, which enable the catheter to safely pass through blood vessels and natural cavities and
effectively deliver energy to the target lesions. In addition, we continue to explore various underlying and
supporting technologies based on our core technologies, such as precise temperature gradient control
technology and real-time vacuum technology, to improve the efficacy and safety of our products and
facilitate the clinical application of our cryotherapy systems.

As of the Latest Practicable Date, we had a comprehensive product portfolio mainly targeting two
markets with large unmet demands, namely vascular intervention and NOTES:

° Vascular intervention. According to Frost & Sullivan, the number of atrial fibrillation
patients and hypertension patients in China reached 11.6 million and 325.9 million,
respectively, in 2020, indicating significant unmet clinical demand and enormous growth
potential for effective treatment solutions targeting these diseases. Our Atrial Fibrillation
Cryoablation System (OB HIHMA RZ%) (“AF Cryoablation System”) is a
minimally-invasive interventional device that treats atrial fibrillation by freezing and
damaging abnormal heart tissues that cause irregular heartbeats. This product features
stable energy supply, fast cooling rate and low system pressure, which enhance the safety
and ease of the intervention procedure. We aim to make our AF Cryoablation System the
first domestically-manufactured and the second approved cryoablation device for the
treatment of atrial fibrillation in China. In respect of hypertension, we aim to make
Cryofocus Renal Denervation System (Cryofocus & KRl &%) (“Cryo-RDN System™)
the world’s first cryoablation device for the treatment of hypertension approved for
commericalization. Moreover, we are actively exploring the use of cryotherapy technology
in other vascular interventional areas, such as the treatment of pulmonary hypertension. We
are also developing a pulsed-field ablation system for the treatment of atrial fibrillation by
leveraging our experience in developing active systems and our knowledge of
cardiovascular diseases.

° NOTES. We have also developed a series of innovative cryotherapy systems and surgical
consumables in the area of NOTES, including our Core Products, the Bladder Cryoablation
System and the Endoscopic Clips for Anastomosis. According to Frost & Sullivan, patients
with bladder cancer generally have a high risk of recurrence after undergoing the
transurethral resection of bladder tumor (“TURBT”) surgeries which calls for growing
demand for an effective treatment to lower the incidence of postoperative tumor residual.
Our self-developed Bladder Cryoablation System is indicated for use in conjunction with
TURBT to treat bladder tumor, and has demonstrated outstanding clinical performance in
lowering the in situ tumor recurrence rate after traditional TURBT. According to Frost &
Sullivan, as of the Latest Practicable Date. Our Bladder Cryoablation System was the first
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cryotherapy device approved for commercialization in the world which is specifically
designed for the treatment of bladder cancer. The other Core Product, the Endoscopic Clip
for Anastomosis, is an anastomotic device for closure of soft tissues in digestive tract,
treating bleeding, perforation, and tissue defects. According to Frost & Sullivan, this
product is expected to be among the first batch of OTS Clips approved for
commercialization in China. Furthermore, we are concurrently developing cryotherapy
systems for treating chronic obstructive pulmonary disease, airway stenosis, asthma, gastric
cancer and other diseases, as well as non-cryotherapy products including our
Anti-Gastroesophageal Reflux System (#iL 8 B8 it &%), and have commercialized
certain minimally-invasive surgical consumables, such as our Pulmonary Nodule
Localization Needle (Jlili% i i) and Laparoscopic Single Port Multi-Channel Access
Platform (L2048 78 I8 W 85 T 10 A B% R 40).

We have built a strong in-house R&D team, which is led by seasoned industry veterans with global
vision and vast industry experience. We have also developed deep relationships with industry leaders in
the domains of vascular intervention and NOTES, including scientists, physicians and industry
practitioners, giving us a deep understanding of the clinical needs and demands of patients and
physicians. In addition, we have strategically developed our intellectual property portfolio to support our
technology innovation and pipeline product development. As of the Latest Practicable Date, we held 107

registered patents and 41 pending patent applications in China and overseas.

Our two manufacturing facilities located in Shanghai and Ningbo can support the production and
commercialization of our various cryotherapy devices and medical consumables. Our manufacturing
facilities meet the applicable GMP requirements, and we follow rigorous manufacturing and quality
control standards to ensure a high level of product quality and safety. As our pipeline products are

gradually commercialized in the near future, we will continue to upgrade our production facilities.

As of the Latest Practicable Date, we have launched six minimally-invasive surgical consumables,
and our commercialization efforts have achieved initial success. We have established an extensive
distributorship network, and had entered into distribution agreements with 52 distributors in China for the
sales of our commercialized products as of April 30, 2022. In 2020, 2021 and the four months ended April
30, 2022, our revenue amounted to RMB9.1 million, RMB22.4 million and RMB6.3 million, respectively.
Given that we have only commercialized a small portion of our full product portfolio for now, our
commercialization efforts are still at the early stages. However, we believe that our experience gained
from commercializing our existing products, our strong working relationships with physicians and
hospitals, our well-established reputation in the medical device industry in China, and our expanding
sales and marketing team and distribution network will greatly benefit our future commercialization of
our cryoablation systems and other product candidates upon their approval.

We believe that with our cutting-edge and innovative cryotherapy technologies, strong research
and development capabilities, comprehensive product portfolio and growing commercialization
capabilities, we are well positioned to capture the growth potential in the interventional cryotherapy

market in China.
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Bladder Cryoablation System—OQOur Core Product

Our Bladder Cryoablation System is a self-developed cryoablation system for the treatment of
bladder tumors. This product candidate employs liquid nitrogen to perform efficient cryoballoon ablation
on target tissue, and it is indicated for use in conjunction with TURBT to effectively reduce the residual
tumor rate for patients suffering from bladder cancer.

To evaluate the efficacy and safety of our Bladder Cryoablation System, we initiated a multi-center
clinical trial in China for the Bladder Cryoablation System in November 2017. A total of 218 eligible
subjects were enrolled in the clinical trial at six hospitals. Our Bladder Cryoablation System
demonstrated good safety and efficacy results according to the final clinical trial report issued in May
2021. We submitted the registration application for such product candidate with the NMPA in May 2021,
and received the NMPA approval for it in June 2022. We plan to commercialize this product in China
shortly after receiving the NMPA approval.

According to Frost & Sullivan, the incidence of bladder cancer in China increased from 77.1
thousand in 2016 to 85.7 thousand in 2020 at a CAGR of 2.5%, and is expected to further grow to 117.6
thousand in 2030. Non-muscle-invasive bladder cancer (“NMIBC”) accounts for approximately 75% of
newly diagnosed bladder cancer, and most patients with NMIBC experience a high in situ tumor
recurrence rate following TURBT, the first and standard treatment for NMIBC. Therefore, such patients
are in urgent need of treatment that effectively reduces the incidence of postoperative tumor residual.

Cryoablation is a novel therapy to eliminate bladder tumors after TURBT. The market of bladder
cryotherapy devices in China is still in its early stage of development, with significant growth potentials.
According to Frost & Sullivan, the market size of interventional cryotherapy catheters for the treatment
of bladder cancer in China is expected to grow significantly to reach RMB355.7 million in 2030, with a
CAGR of 42.3% from 2025 to 2030. Given that (i) the incidence of bladder cancer in China only
increased from 77.1 thousand in 2016 to 85.7 thousand in 2020 and is expected to reach 117.6 thousand
in 2030; and (ii) bladder cryotherapy devices are only intended to be used after TURBT, which is mainly
applicable to a subset of bladder cancer, namely NMIBC, despite the fact that NMIBC is the most
common bladder cancer and TURBT is the standard treatment for NMIBC, the market for bladder
cryotherapy devices is relatively small.

According to Frost & Sullivan, our Bladder Cryoablation System was the first cryotherapy device
approved for commercialization in the world which is specifically designed for the treatment of bladder
cancer. We believe that we enjoy significant early-mover advantages, and are well positioned to capture
the growth opportunities in this market.

We may not successfully commercialize Bladder Cryoablation System, as there is currently no
recommendation from national or international guidelines for the use of cryoablation therapy in the
management of NMIBC, according to Frost & Sullivan. It may take time to educate the market, gain
acceptance among physicians and patients and achieve sustainable business growth, if successful.

For a detailed description of the product structure, operation procedure, clinical trial result and
market opportunities of our Bladder Cryoablation System, see “Business—Our Products and Product
Candidates—Our Core Products—1. Bladder Cryoablation System” in this document. For a detailed
description of market opportunities and competitive landscape of our Bladder Cryoablation System,
including the basis for the estimated market growth, see “Industry Overview—The NOTES Interventional
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Cryotherapy Device Market—The Tumor Interventional Cryotherapy Device Market—Bladder Cancer
and Treatment” in this document. There is no assurance that we will be able to commercialize the Bladder
Cryoablation System successfully. For details of the relevant risks, see “Risk Factors—We may not be
able to develop new products that are competitive in the market” in this document.

Endoscopic Clip for Anastomosis—Our Core Product

Our Endoscopic Clip for Anastomosis is a self-developed anastomotic device for closure of soft
tissue in digestive tract, treating bleeding, perforation, and tissue defects. It is suitable for treating
perforation in gastrointestinal endoscopic surgery as well as endoscopic full-thickness closure following
NOTES.

We initiated a multi-center clinical trial to evaluate the safety and efficacy of the Endoscopic Clip
for Anastomosis in endoscopic soft tissue closure in October 2019. The trial was led by Zhongshan
Hospital, Fudan University (18 B XER[HE o 1L B Br). A total of 99 subjects were enrolled, and received
the closure with this product for their upper gastrointestinal perforation or bleeding. After completing the
clinical trial, we submitted the registration application with Zhejiang MPA in November 2021. We
currently expect to receive the Zhejiang MPA approval for this product candidate in the third quarter of
2022 and to commercialize it shortly after receiving the Zhejiang MPA approval.

As of the Latest Practicable Date, there were 30 endoscopic clips approved for commercialization
in China, out of which, only two products were OTS Clips and the other 28 products were all
through-the-scope clips, according to Frost & Sullivan. Our Endoscopic Clip for Anastomosis is expected
to be among the first batch of OTS Clips approved for commercialization in China, according to Frost &
Sullivan. As of the Latest Practicable Date, the OTSC® System Set of Ovesco and the Disposable
Hemostatic Closure Clip of Micro-Tech were the only two commercialized OTS Clip products in China,
which received the approval for commercialization in China in 2013 and 2022, respectively. Key players
in the international OTS Clip market are Ovesco and Aponos Medical, which in aggregate had six OTS
Clip products approved by the FDA or CE Marked as of the Latest Practicable Date. Among these six OTS
Clip products, two were approved by the FDA or CE Marked in 2009 or 2010, one was CE Marked in 2015
and approved by the FDA in 2020, and the others were approved by the FDA in 2019.

According to Frost & Sullivan, the market size of endoscopic clips in China increased rapidly from
RMB98.7 million in 2016 to RMB292.5 million in 2020, representing a CAGR of 31.2%, and it is
predicted to increase to RMB571.1 million in 2025 at a CAGR of 14.3% from 2020 to 2025 and further
reach RMB1,124.4 million in 2030 at a CAGR of 14.5% from 2025 to 2030.

As the OTS Clip market is still in an early stage of development, and due to the relatively high
prices set by the market players, the current market share of the OTS Clips has been small within the
overall endoscopic clip market. According to Frost & Sullivan, the size of the overall endoscopic clips
market in China reached RMB292.5 million in 2020, with the OTS Clip market occupying approximately
0.4% by value and 0.1% by volume; globally, the size of the overall endoscopic clips market reached
USD346.7 million in 2020, with the OTS Clip market occupying approximately 1.7% by value and 0.5%
by volume. OTS Clips have several advantages over TTS Clips, including its ability to close larger
wounds, and more guidelines and academic articles recommend OTS Clips in recent years. Thus, Frost &
Sullivan anticipates that physicians will become increasingly willing to accept OTS Clips and the market
share of OTS Clips will increase significantly in the future if the price is reasonable and market
promotion is strengthened. According to Frost & Sullivan, the Endoscopic Clip for Anastomosis is
expected to capture a decent market share in the OTS Clip market in China after its launch.
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For a detailed description of the product structure, operation procedure, clinical trial result and
market opportunities of our Endoscopic Clip for Anastomosis, see “Business — Our Products and Product
Candidates—Our Core Products—2. Endoscopic Clip for Anastomosis” in this document. For a detailed
description of the addressable patient population, disease landscape and treatment paradigm, as well as
market opportunities and competitive landscape of our Endoscopic Clip for Anastomosis, see “Industry
Overview—The Endoscopic Clip Market” in this document.

AF Cryoablation System—OQOur Major Product

Our AF Cryoablation System is a self-developed cryoablation system indicated for the treatment of
paroxysmal atrial fibrillation. The AF Cryoablation System treats atrial fibrillation by freezing and
destroying abnormal heart tissues that create irregular heartbeats in a minimally-invasive procedure.

We initiated a multi-center clinical trial in October 2019 to evaluate the effectiveness and safety of
the AF Cryoablation System in the treatment of paroxysmal atrial fibrillation. A total of 176 subjects
were enrolled and we conducted follow-ups with the subjects up to 12 months after the procedures. The
clinical trial involved ten hospitals, led by Zhongshan Hospital, Fudan University (8 H £ & + 11 5
B). The multi-center clinical trial for the AF Cryoablation System has been completed with the final
clinical trial report issued in May 2022. We submitted the registration application for the AF
Cryoablation System with the NMPA in July 2022, and currently expect to obtain the NMPA approval for
this product candidate in China in or around the second quarter of 2023.

According to Frost & Sullivan, there is an accelerating population of atrial fibrillation patients in
China. According to Frost & Sullivan, the number of atrial fibrillation patients in China has increased
from 10.8 million in 2016 to 11.6 million in 2020, which is estimated to further climb to 16.6 million in
2030. The application of ablation therapy outperforms antiarrhythmic drug therapy in maintaining sinus
rhythm and improving the patient’s quality of life, according to Frost & Sullivan. Common ablation
techniques include radiofrequency ablation, cryoablation and others. Cryoablation is one of the common
ablation treatments for atrial fibrillation, particular for paroxysmal atrial fibrillation, according to Frost
& Sullivan.

The market size of atrial fibrillation cryotherapy catheters in China increased from RMB48.4
million in 2016 to RMB255.0 million in 2020 at a CAGR of 51.5%, according to Frost & Sullivan. Driven
by the rising prevalence of atrial fibrillation and increasing penetration of cryoablation treatment, Frost
& Sullivan estimates that the market size of atrial fibrillation cryotherapy catheters in China is expected
to continue to grow to RMB5,103.0 million in 2030.

As of the Latest Practicable Date, there was only one cryoablation device for the treatment of atrial
fibrillation approved for commercialization in China, namely the Arctic Front Advance of Medtronic,
according to Frost & Sullivan. Based on publicly available information as of the Latest Practicable Date,
we were one of the only three companies conducting clinical trials in China for cryoablation devices for
the treatment of atrial fibrillation, and were the only one which uses low-pressure liquid nitrogen as
cryogen, according to Frost & Sullivan. We aim to make our AF Cryoablation System the first domestic
cryoablation product for the treatment of atrial fibrillation approved for commercialization in China.

For a detailed description of the product structure, operation procedure, clinical trial result and
market opportunities of our AF Cryoablation System, see “Business—Our Products and Product
Candidates—Other Products and Product Candidates—Vascular Interventional Cryotherapy
Products—1. AF Cryoablation System” in this document. For a detailed description of market
opportunities and competitive landscape of our AF Cryoablation System, see “Industry Overview—The
Vascular Interventional Cryotherapy Device Market—Atrial Fibrillation and Treatment” in this
document.
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OUR COMPETITIVE STRENGTHS

We believe the following strengths have contributed to our success and differentiated us from our
competitors:

° A leading cryotherapy technology platform company with extensive presence in two
fast-growing areas, namely vascular intervention and NOTES;

. Innovative product portfolio based on advanced cryotherapy technologies in the large and
underpenetrated vascular interventional therapeutic area, with leading R&D progress in
China;

° Comprehensive surgical product portfolio catering to the orifice transluminal endoscopic

surgery with a focus on cryotherapy;

° Strong R&D capabilities and strategically designed IP portfolio empowering rapid
innovation of products;

° Proven commercialization capabilities and efficient manufacturing system that enable
end-to-end integration; and

° Visionary management team with rich industry experience and profound expertise, backed
by strong support from renowned shareholders.

OUR STRATEGIES
Our mission is to become a global leading medical device platform in the field of

minimally-invasive interventional cryotherapy, bringing benefits to patients and physicians worldwide
with our unique cryotherapy technology. We plan to implement the following strategies to achieve our

goal:
° Rapidly advance the clinical development and commercialization of our product candidates;
° Further expand our product portfolio leveraging technology platforms and continue to focus
on minimally-invasive interventional cryotherapy;
° Continue to research and develop various underlying and supporting technologies; and

Selectively expand our worldwide footprint.

RESEARCH AND DEVELOPMENT

We have a dedicated product development team that comprises an in-house R&D team of 79 staff
and a clinical operation team of 34 staff as of the Latest Practicable Date (including certain management
members undertaking product development functions). Our product development team is jointly led by
Mr. DIAO Yuepeng, Mr. LIU Yulong, Mr. Thach Buu DUONG, Dr. ZHAO Kuiwen and Mr. CHEN Zhimin,
who are industry veterans with an average of over ten years of experience in the medical device industry
or in the field of engineering research and development.

—9_
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In 2020, 2021 and the four months ended April 30, 2022, we incurred research and development
expenses of RMB42.3 million, RMB89.8 million and RMB15.2 million, respectively. Furthermore, we
have a robust intellectual property portfolio, consisting of 107 registered patents, 13 registered
trademarks, as well as 41 pending patent applications and 17 pending trademark applications in China
and overseas as of the Latest Practicable Date. During the Track Record Period and up to the Latest
Practicable Date, we were not involved in any material proceedings in respect of intellectual property
right infringement claims against us or initiated by us. For details, see “Business—Intellectual Property
Rights” in this document.

Relationships with CROs and SMOs

We collaborate with reputable CROs and SMOs for the support of our clinical trials. When
selecting CROs and SMOs, we consider a number of factors, including their expertise, experience and
reputation. Under the relevant legally-binding agreements, the CROs are generally responsible for
preparing ethical committee application, assisting in selecting clinical trial institutions, managing and
monitoring the implementation of clinical trials, collecting and keeping records of patients’ information
and providing progress or summary reports. We provide the CROs with their required materials and
information and make payments in accordance with the payment schedule agreed by parties. We also
engaged SMO to assist researchers to complete certain supporting duties in relation to our clinical trials,
including collecting source data and providing progress reports, among others. Under the agreements
with CROs and SMOs, we generally own all intellectual property and trial results and the CROs and
SMOs must maintain strict confidentiality with respect to the information they acquired from us during
clinical trials.

For details, see “Business — Research and Development — Relationships with CROs and SMOs”
in this document.

OUR CUSTOMERS

During the Track Record Period, we generated revenue from the sales of our self-developed
medical consumables, which mainly include our Pulmonary Nodule Localization Needle and
Laparoscopic Single Port Multi-Channel Access Platform. In line with industry norms, we adopt a
distributorship model and we sell our commercialized products to hospitals primarily through
distributors. As of April 30, 2022, we cooperated with 52 distributors who entered into distribution
agreements with us for the sales of our commercialized products in China. Some of our distributors may
engage sub-distributors to distribute our products within its respective sales region. For further
information, see “Business — Sales and Marketing — Our Sales and Distribution Arrangements” in this
document. For sales of cryotherapy products after receiving registration approval, we will select suitable
distributors from existing distributors and may engage new distributor after measuring market demands.
For further information, see “Business — Sales and Marketing — Our Sales and Distribution
Arrangements” in this document.

For 2020, 2021 and the four months ended April 30, 2022, the aggregate sales to our five largest
customers were RMB3.3 million, RMBS8.2 million and RMB3.0 million, respectively, representing
37.0%, 36.5% and 47.7% of our revenue for the respective period. For 2020, 2021 and the four months
ended April 30, 2022, sales to our largest customer were RMBO0.8 million, RMB1.9 million and RMBO0.9
million, respectively, representing 8.8%, 8.4% and 14.7% of our revenue for the respective period. Since
we adopt a distributorship model, our five largest customers for 2020, 2021 and the four months ended
April 30, 2022 were our distributors.

10—
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OUR SUPPLIERS AND RAW MATERIALS

For 2020, 2021 and the four months ended April 30, 2022, purchases from our five largest suppliers
amounted to RMB9.2 million, RMB13.4 million and RMB1.7 million, respectively, representing 31.6%,
24.3% and 10.1% of our total purchases for the respective period. For 2020, 2021 and the four months
ended April 30, 2022, purchases from our largest supplier amounted to RMB4.3 million, RMBS5.8 million
and RMBO0.4 million, respectively, representing 14.8%, 10.6% and 2.5% of our total purchases for the
respective period. In 2020 and the four months ended April 30, 2022, our suppliers mainly included raw
material suppliers and research service providers. In 2021, we (i) engaged a financial consulting service
provider in connection with our Series B Financing, (ii) engaged several construction or decoration
service providers when building our manufacturing facility in Shanghai, and (iii) engaged several
professional service providers in connection with the [REDACTED]. We believe such purchases were
primarily one-off purchases in nature, and expect that our major suppliers would change back to raw

material suppliers and research service providers after such one-off purchases are fully settled.

For our cryotherapy products, we primarily use raw materials including outer tubes, balloons,
microcomputer, vacuum pumps and solenoid valves. For our non-cryotherapy products, we primarily use
raw materials including stainless steel tubes, braided tubes and handles. In 2020, 2021 and the four
months ended April 30, 2022, our costs of sales amounted to RMB4.4 million, RMB6.9 million and
RMB2.2 million, respectively.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

This summary of key financial information set forth below has been derived from, and should be
read in conjunction with, our consolidated audited financial statements, including the accompanying
notes, set forth in the Accountants’ Report set out in Appendix I to this document, as well as the
information set forth in “Financial Information” in this document.

—11 =
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Summary Consolidated Statements of Profit or Loss and Other Comprehensive Income

The following table summarizes our consolidated statements of profit or loss and other

comprehensive income for the periods indicated:

Four Months Ended

Year Ended December 31, April 30,
2020 2021 2021 2022
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Revenue 9,054 22,426 4,931 6,321
Cost of Sales (4,414) (6,881) (2,044) (2,222)
Gross profits 4,640 15,545 2,887 4,099
Other income and gains 5,283 4,405 664 4,259
Research and development

expenses (42,307) (89,827) (60,055) (15,204)
Administrative expenses (124,049) (50,753) (10,106) (21,985)
Selling and distribution

expenses (2,849) (4,800) (1,417) (1,010)
Other expenses (8) (686) (17) -
Finance costs (43) (375) (55) (183)
Loss before tax (159,333) (126,497) (68,099) (30,024)
Income tax expenses - - - -
Loss for the year/period (159,333) (126,497) (68,099) (30,024)
Attributable to:

Owners of the parent (137,085) (101,873) (45,334) (28,533)

Non-controlling interests (22,248) (24,624) (22,765) (1,491)

(159,333) (126,497) (68,099) (30,024)

During the Track Record Period, all of our revenue was generated from the sales of our medical
consumables, mainly including the Pulmonary Nodule Localization Needle and the Laparoscopic Single
Port Multi-Channel Access Platform. As of the Latest Practicable Date, we had not commercialized any
cryotherapy systems. We have incurred net losses during the Track Record Period, which amounted to
RMB159.3 million, RMB126.5 million and RMB30.0 million for 2020, 2021 and the four months ended
April 30, 2022, respectively. For more details, see “Financial Information—Description of Selected
Components of Statements of Profit or Loss and Other Comprehensive Income” in this document.

— 12 -
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Our loss for the year/period decreased from RMB159.3 million for 2020 to RMB126.5 million for
2021, primarily due to (i) an increase in revenue of RMB13.4 million, mainly driven by the increase in the
sales volume of the Pulmonary Nodule Localization Needle and the Laparoscopic Single Port
Multi-Channel Access Platform in PRC market; and (ii) a decrease of administrative expenses of
RMB73.3 million mainly because we incurred significant share-based payment of RMB107.4 million in
2020, which was further due to transfers of shares to one of our Controlling Shareholders and an
executive director, and an equity subscription by one of our ESOP Platforms in relatively low prices
compared to the fair value of such shares as determined by the appraiser; partially offset by an increase in
research and development expenses of RMB47.5 million mainly due to an increase in expenditures in
proprietary technologies of RMB51.0 million resulting from Mr. Diao Yuepeng’s capital contributions to
two of our subsidiaries in the form of proprietary technologies. Our loss for the year/period decreased
from RMB68.1 million for the four months ended April 30, 2021 to RMB30.0 million for the same period
in 2022, primarily due to a decrease in research and development expenses of RMB44.9 million mainly
because the expenditures in proprietary technologies of RMB51.0 million were one-off expenses in 2021,
partially offset by an increase in administrative expenses of RMB11.9 million as a result of an increase in
average salaries and the number of administrative personnel. For details of the aforementioned transfers
of shares and equity subscription, please see “Financial Information—Description of Selected
Components of Statements of Profit or Loss and Other Comprehensive Income—Administrative
Expenses” in this document.

Summary Consolidated Statements of Financial Position

The following table sets forth selected information from our consolidated statements of financial
position as of the dates indicated:

As of
As of December 31, April 30,
2020 2021 2022
RMB’000 RMB’000 RMB’000
Non-current assets
Property, plant and equipment 19,808 29,116 28,825
Right-of-use assets 264 8,977 8,042
Other intangible assets - 59 53
Other non-current assets 3,306 4,154 5,339
Total non-current assets 23,378 42,306 42,259
Current assets
Inventories 8,103 11,696 14,096
Prepayments, other receivables and other
assets 9,870 19,824 23,915
Financial assets at fair value through profit
or loss 25,521 - —
Cash and cash equivalents 7,486 157,867 128,264
Total current assets 50,980 189,387 166,275

13-



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

SUMMARY
As of
As of December 31, April 30,
2020 2021 2022

RMB’000 RMB’000 RMB’000
Current liabilities
Trade payables 185 314 561
Other payables and accruals 16,544 23,699 23,892
Lease liabilities 450 2,595 3,184
Contract liabilities 6,309 1,681 1,414
Total current liabilities 23,488 28,289 29,051
Net current assets 27,492 161,098 137,224
Non-current liabilities
Lease liabilities 127 6,406 5,632
Deferred income 461 — —
Total non-current liabilities 588 6,406 5,632
Net assets 50,282 196,998 173,851
Share capital/Paid-in capital 50,802 228,000 228,000
Reserves (520) (57,351) (79,007)
Non-controlling interests - 26,349 24,858
Total equity 50,282 196,998 173,851

Our total assets increased from RMB74.4 million as of December 31, 2020 to RMB231.7 million
as of December 31, 2021, mainly due to a significant increase in cash and cash equivalents from RMB7.5
million to RMB157.9 million resulting from the receipt of proceeds from our Series B financing. Our
total assets decreased to RMB208.5 million as of April 30, 2022, primarily due to a decrease in cash and
cash equivalents of RMB29.6 million mainly caused by our increased cash expenditures related to our
operating activities, partially offset by an increase in prepayments, other receivables and other assets of
RMB4.1 million mainly resulting from (i) the increased capitalized [REDACTED] of
RMB[REDACTED] associated with the [REDACTED]; and (ii) an increase in prepayment to suppliers

of RMB1.7 million mainly because of the increased procurement of raw materials and molds.

Our total liabilities increased from RMB24.1 million as of December 31, 2020 to RMB34.7 million
as of December 31, 2021, which was primarily attributable to the increase of lease liabilities. Our total
liabilities remained relatively stable at RMB34.7 million as of April 30, 2022.
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We recorded net current assets of RMB161.1 million as of December 31, 2021, compared to net
current assets of RMB27.5 million as of December 31, 2020, mainly attributable to capital contribution
by our shareholders of RMB204.4 million. Our net current assets decreased to RMB137.2 million as of
April 30, 2022, primarily due to a decrease in cash and cash equivalents of RMB29.6 million mainly
resulting from our increased cash expenditures related to our operating activities.

We recorded net assets of RMB197.0 million as of December 31, 2021, compared to net assets of
RMB50.3 million as of December 31, 2020, mainly attributable to the net effect of: (i) the loss for the
year of RMB126.5 million; (ii) capital contribution by our shareholders of RMB204.4 million; (iii)
capital contribution from Mr. DIAO Yuepeng, a shareholder of two of our subsidiaries, of RMB51.0
million; and (iv) equity-settled share award expense of RMB17.8 million. Our net assets decreased to
RMB173.9 million as of April 30, 2022, primarily due to a decrease in cash and cash equivalents of
RMB29.6 million mainly resulting from our increased cash expenditures related to our operating
activities.

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

Four Months Ended

Year Ended December 31, April 30,
2020 2021 2021 2022
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Cash outflow from operating
activities before movements
in working capital (45,385) (54,733) (12,333) (22,121)
Changes in working capital 11,186 (7,758) (7,371) (4,946)

Net cash flows used in

operating activities (34,199) (62,491) (19,704) (27,067)
Net cash flows

(used in)/generated from

investing activities 27,009 15,653 (120,007) (1,506)
Net cash flows

(used in)/generated from

financing activities (608) 197,747 203,985 (2,117)

Net (decrease)/increase in cash

and cash equivalents (7,798) 150,909 64,274 (30,690)
Cash and cash equivalents at

beginning of the year/period 15,381 7,486 7,486 157,867
Effect of foreign exchange rate

changes 97 (528) 34 1,087

Cash and cash equivalents
at end of the year/period 7,486 157,867 71,794 128,264
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For the four months ended April 30, 2022, our net cash used in operating activities was RMB27.1
million, which was primarily attributable to our loss before tax of RMB30.0 million. Negative
adjustments for non-cash and non-operating items primarily included equity-settled share award expense
of RMB6.8 million and depreciation of property, plant and equipment of RMB1.5 million. The amount
was then adjusted positively by changes in working capital, primarily including (i) an increase in
prepayments, other receivables and other assets of RMB2.3 million; (ii) an increase in inventories of

RMB2.3 million; and (iii) a decrease in other payables and accruals of RMB0.4 million.

In 2021, our net cash used in operating activities was RMB62.5 million, which was primarily
attributable to our loss before tax of RMBI126.5 million. Negative adjustments for non-cash and
non-operating items primarily included equity-settled share award expense of RMB17.8 million and
expenditures in proprietary technologies of RMB51.0 million. The amount was then adjusted positively
by changes in working capital, primarily including (i) an increase in inventories of RMB3.6 million; (ii)
an increase in prepayments, other receivables and other assets of RMB3.6 million; and (iii) a decrease in
contract liabilities of RMB4.6 million.

In 2020, our net cash used in operating activities was RMB34.2 million, which was primarily
attributable to our loss before tax of RMB159.3 million. Negative adjustments for non-cash and
non-operating items primarily included equity-settled share award expense of RMB112.3 million. The
amount was then adjusted negatively by changes in working capital, primarily included an increase in
other payables and accruals of RMBS.8 million.

We expect our net operating cash outflows position to improve concurrently with our profitability,
mainly through (i) expediting the registration and commercialization of our Core Products; (ii) further
increasing our sales of commercialized products, by, for example, expanding our sales and marketing
team and engaging more distributors to cover more end customers; and (iii) further improving our
operational efficiency to enhance our working capital position by reviewing regularly and updating our
liquidity and funding policies to ensure that it is aligned with our business plan and financial position,
and preparing cash flow and funding summaries on a regular basis to monitor our cash flow.

Our operating cash flow will continue to be affected by our research and development expenses.
For more details, see “Financial Information—Liquidity and Capital Resources—Net Cash Flows Used in
Operating Activities” in this document. During the Track Record Period, we mainly relied on capital
contributions by our shareholders and equity financing as the major sources of liquidity. Our Directors
are of the opinion that, taking into account the financial resources available to us, including cash and cash
equivalents, and the estimated net [REDACTED] from the [REDACTED], we have sufficient working
capital to cover at least 125% of our costs and expenses, including research and development expenses,
administrative expenses, and other operating costs, for at least the next 12 months from the date of this

document.

Our cash burn rate refers to our average monthly (i) net cash used in operating activities; (ii)
capital expenditures; and (iii) lease payments. Assuming that the average cash burn rate going forward
will be approximately three times the level in 2021, we estimate that our cash and cash equivalents as of
April 30, 2022, will be able to maintain our financial viability for approximately [REDACTED] or, if we
also take into account the estimated net [REDACTED] (based on the low-end of the indicative
[REDACTED)]) from the [REDACTED], for at least [REDACTED].
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KEY FINANCIAL RATIOS

The following table sets forth the components of our key financial ratios as of the dates indicated:

As of

As of December 31, April 30,

2020 2021 2022

Current ratio'" 2.2 6.7 5.7
Quick ratio® 1.8 6.3 5.2

Notes:
(1) Current ratio represents current assets divided by current liabilities as of the same date.
(2) Quick ratio represents current assets less inventories and divided by current liabilities as at the same date.

For more information on our key financial ratios, see “Financial Information—Key Financial

Ratios” in this document.

RISK FACTORS

We believe that there are certain risks involved in our operations, many of which are beyond our
control. These risks are set out in “Risk Factors” in this document. Some of the major risks we face
include: (i) our future growth depends substantially on the successful development of our product
candidates to commercialization; (ii) we have incurred significant operating losses since our inception,
and may continue to incur operating losses for the foreseeable future. As a result, you may lose
substantially all your [REDACTED] in us given the high risks involved in the medical device business;
(iii) if clinical trials of our product candidates fail to demonstrate safety and efficacy to the satisfaction of
regulatory authorities or do not otherwise produce positive results in a timely manner or at all, we may
incur additional costs or experience delays in completing, or ultimately be unable to complete, the
development and commercialization of our product candidates; (iv) we have relatively limited experience
in sales and marketing activities, and we may not be able to expand or integrate our in-house sales and
marketing force successfully; (v) we may be unable to develop and commercialize our product candidates
as anticipated if the third parties with which we contract for clinical trials do not perform in an acceptable
manner or if these third parties do not successfully carry out their contractual duties or meet expected
deadlines; (vi) we may not be able to develop new products that are competitive in the market, or in a
timely manner or at all; (vii) if we are unable to obtain and maintain patent protection for our products
and product candidates through intellectual property rights, or if the scope of such intellectual property
rights obtained is not sufficiently broad, third parties may compete directly against us; (viii) third parties
may initiate legal, administrative or other proceedings alleging that we are infringing, misappropriating
or otherwise violating their intellectual property rights, and the outcome of such legal proceedings would
be uncertain. Such proceedings could be costly and time consuming to defend, and could prevent us from
developing or commercializing our product candidates, or delay the development or commercialization
process; and (ix) our business, results of operations and financial position could be adversely affected by
the ongoing COVID-19 pandemic.
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Given the high risks involved in our business and our industry in general, you may lose
substantially all your [REDACTED] in us. You should read ““ Risk Factors” in this document before you
decide to [REDACTED] in the [REDACTED].

PRE-[REDACTED] INVESTMENTS

The Pre-[REDACTED] Investments include: (i) Series A Financing; (ii) Ningbo SensCure Series
Pre-A Financing; (iii) Ningbo SensCure Series A Financing; (iv) Series A+ Financing; (v) Ningbo
SensCure Series A+ Financing; (vi) Series A++ Financing; (vii) Ningbo SensCure Series A++ Financing;
and (viii) Series B Financing. Our Group raised a total of approximately RMB283.62 million through
Series A Financing, Series A+ Financing, Series A++ Financing and Series B Financing in our Company
and a total of RMBS82 million through Ningbo SensCure Series A Financing, Ningbo SensCure Series A+
Financing and Ningbo SensCure Series A++ Financing in Ningbo SensCure. Our Pre-[REDACTED]
Investors will be subject to lock-up arrangements for a period of 12 months from the [REDACTED]
pursuant to the PRC Company Law. For details, see “History, Development and Corporate Structure —
Pre-[REDACTED] Investments” in this document.

Our Pre-[REDACTED] Investors consist of private equity and venture capital funds and
investment holding companies, among which some have a specific focus on the healthcare industry.
Zhuhai Gao Ling, YuanBio Venture Capital and Proxima Ventures are sophisticated investors pursuant to
the Guidance Letter HKEX-GL92-18 issued by the Stock Exchange. Upon completion of the
[REDACTED], assuming that the [REDACTED] is not exercised, Zhuhai Gao Ling, YuanBio Venture
Capital and Proxima Ventures, through their respective controlled entities, will hold approximately
[REDACTED]%, [REDACTED]% and [REDACTED]% of the total issued share capital of our
Company, respectively. For details, see “History, Development and Corporate Structure —
Pre-[REDACTED] Investments — Information About Our Pre-[REDACTED] Investors” in this
document.

OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, Ningbo Linfeng was able to exercise approximately 41.39%
voting rights in our Company through (i) its direct interest as to 27.91%, (ii) Ningbo Maishang as to
5.62%, (iii) Ningbo Hongyingkang as to 5.45% and (iv) Ningbo Kangrui as to 2.42%. As of the Latest
Practicable Date, the executive partner of each of Ningbo Maishang, Ningbo Hongyingkang and Ningbo
Kangrui, namely, Shidi Biotechnology, is wholly owned by Ningbo Linfeng. Shidi Biotechnology is
entitled to exercise the voting power held by each of Ningbo Maishang, Ningbo Hongyingkang and
Ningbo Kangrui in our Company pursuant to their respective partnership agreements.

As of the Latest Practicable Date, Shanghai Shidi was able to exercise approximately 47.66%
voting rights in our Company through (i) its direct interest as to 6.27%; (ii) Ningbo Linfeng as to 27.91%,
(iii) Ningbo Maishang as to 5.62%, (iv) Ningbo Hongyingkang as to 5.45% and (v) Ningbo Kangrui as to
2.42%. As of the Latest Practicable Date, Ningbo Linfeng was owned as to 65% by Shanghai Shidi.

As of the Latest Practicable Date, Ms. Li was able to exercise approximately 47.66% voting rights
in our Company through Shanghai Shidi which was wholly owned by Ms. Li. As of the Latest Practicable
Date, Mr. Lv was able to exercise approximately 9.59% voting rights in our Company through his
personal capacity.
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Pursuant to a concert party agreement dated April 26, 2021, Ms. Li and Mr. Lv, the Concert Parties,
confirmed that they have been acting in concert in exercising Shareholders’ rights pertaining to our
Group (including our Company and Ningbo SensCure) since January 1, 2014, and they have agreed to
continue to act in concert and reach consensus on proposals related to the daily management and
operation of our Group presented to general meetings of the Shareholders of our Company for voting. As
such, the Concert Parties will be entitled to exercise voting rights of approximately [REDACTED]% in
our Company immediately upon completion of the [REDACTED] assuming that the [REDACTED] is
not exercised. Therefore, the Concert Parties, Shanghai Shidi, Ningbo Linfeng, Ningbo Maishang,
Ningbo Hongyingkang and Ningbo Kangrui will constitute a group of Controlling Shareholders of our
Company under the Listing Rules. See “History, Development and Corporate Structure — Concert Party
Arrangement” in this document for further details on the concert party arrangement and “History,
Development and Corporate Structure — Employee Incentive Platforms” in this document for further
information on Ningbo Maishang, Ningbo Hongyingkang and Ningbo Kangrui.

DIVIDEND

No dividend have been declared or paid by the Company during the Track Record Period. We
currently expect to retain all future earnings for use in operation and expansion of our business, and do
not have any dividend policy to declare or pay any dividends in the foreseeable future. The declaration
and payment of any dividends in the future will be determined by our board of directors and subject to our
Articles of Association and the PRC Company Law, and will depend on a number of factors, including the
successful commercialization of our products as well as our earnings, capital requirements, overall
financial condition and contractual restrictions. No dividend shall be declared or payable except out of
our profits and reserves lawfully available for distribution. As confirmed by our PRC Legal Adviser, any
future net profit that we make will have to be applied to make up for our historically accumulated losses
in accordance with the PRC laws, after which we will be obliged to allocate 10% of our net profit to our
statutory common reserve fund until such fund has reached more than 50% of our registered capital. We
will therefore only be able to declare dividends after (i) all our historically accumulated losses have been
made up for; and (ii) we have allocated sufficient net profit to our statutory common reserve fund as

described above.

THE [REDACTED]

This document is published in connection with the [REDACTED] as part of the [REDACTED].
The [REDACTED] comprises:

(i)  the [REDACTED)] of initially [REDACTED] [REDACTED] (subject to [REDACTED]) in
Hong Kong as described in “Structure of the [REDACTED]”; and

(ii)  the [REDACTED] of initially [REDACTED] [REDACTED] (subject to [REDACTED]
and the [REDACTED] as mentioned below) (a) in the United States solely to QIBs in
reliance on Rule 144A or another exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act, and (b) outside the United States in
offshore transactions in reliance on Regulation S and the applicable laws of the jurisdiction
where those offers and sales occur, as described in “Structure of the [REDACTED]”.
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APPLICATION FOR [REDACTED] ON THE [REDACTED]

We have applied to the [REDACTED] for the granting of the [REDACTED] of, and permission to
[REDACTED)] in, the H Shares to be issued by us pursuant to the [REDACTED] (including any H Shares
which may be issued pursuant to the exercise of the [REDACTED]) and the H Shares to be converted
from the Unlisted Shares.

[REDACTED] STATISTICS®Y
Based on the Based on the

[REDACTED] of [REDACTED] of
HK$[REDACTED] HK$[REDACTED]

Market capitalization of our Shares® HKS$[REDACTED] HKS$[REDACTED]

Market capitalization of our H Shares HK$[REDACTED] HK$[REDACTED]

Unaudited [REDACTED] adjusted
consolidated net tangible assets per Share
“@ HKS$[REDACTED] HKS$[REDACTED]

Notes:
(1) All statistics in this table are on the assumption that the [REDACTED] is not exercised.

(2) The calculation of market capitalization is based on [REDACTED] Shares expected to be in issue immediately
after completion of the [REDACTED].

3) The calculation of market capitalization is based on [REDACTED] H Shares expected to be in issue immediately
after completion of the [REDACTED].

“4) The unaudited [REDACTED] adjusted consolidated net tangible assets of the Group attributable to owners of the

Company per Share is calculated after making the adjustments referred to in “Financial Information—Unaudited
[REDACTED] Statement of Adjusted Consolidated Net Tangible Assets”.
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USE OF [REDACTED]

We estimate that we will receive net [REDACTED] from the [REDACTED] of approximately
HKS$[REDACTED], after deducting [REDACTED], fees and estimated expenses payable by us in
connection with the [REDACTED], and assuming the [REDACTED] being not exercised and at the
[REDACTED] of HK$[REDACTED] per [REDACTED] (being the mid-point of the indicative
[REDACTED)). If the [REDACTED] is exercised in full, the net [REDACTED] that we will receive will
be approximately HK$[REDACTED]. We currently intend to apply these net [REDACTED] for the

following purposes:

Amount of the estimated net
[REDACTED] Intended use of net [REDACTED]

[30.0]%, or HK${REDACTED] For research and development activities, commercial
launch and manufacturing of our Core Products, of which:

[20.0]1%, or HK$[REDACTED] will be used to fund
research and development activities, commercial launch
(including sales and marketing) and manufacturing of the
Bladder Cryoablation System

[10.0]1%, or HK$[REDACTED] will be used to fund
research and development activities, commercial launch
(including sales and marketing) and manufacturing of the
Endoscopic Clip for Anastomosis

[12.0]1%, or HK${REDACTED] For research and development activities, planned
commercial launch and manufacturing of our AF
Cryoablation System

[28.0]%, or HK$[REDACTED] For research and development activities, registration
filings, and planned commercial launch and manufacturing
of the remaining 14 products and product candidates in our

current product pipeline

[10.0]%, or HK$[REDACTED] For improving our R&D capacities and expanding our
product portfolio

[10.0]%, or HK$[REDACTED] For the expansion of our intellectual property portfolio
[10.0]%, or HK$[REDACTED] For our working capital and general corporate purposes

For more details, see “Future Plans and Use of [REDACTED]” in this document.
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[REDACTED]

OUTBREAK OF COVID-19

Since the first quarter of 2020, the outbreak of COVID-19 has materially and adversely affected the
global economy. In response, China has imposed widespread lockdowns, closure of work places and
restrictions on mobility and travel to contain the spread of the virus. As of the Latest Practicable Date,
most of the Chinese cities had eased or lifted domestic travel restrictions and resumed normal social
activities, work and production. The government lockdown and other restrictive measures had resulted in
reduced mobility of our employees, such as reduced marketing activities, reduced business travels and
working remotely during early phases of COVID-19 outbreak. During the COVID-19 outbreak, we
experienced some delays in the patient enrollment and data entry for our clinical trials for AF
Cryoablation System in China, particularly at the beginning of the COVID-19 pandemic. Nonetheless,
there has not been any material disruption of our ongoing clinical trials. We had resumed full and normal
operations since March 2020. The COVID-19 pandemic has not caused any early termination of our

clinical trials or necessitated removal of any patients enrolled in the clinical trials.

However, since the fourth quarter of 2020, new COVID-19 variants have been identified in many
countries, including China, among which, Omicron and Delta are found to be aggressive, and highly
transmissible. Certain areas across China, such as Xi’an and Shanghai, have suffered from regional
outbreaks of COVID-19 variants including Delta and Omicron. In response, local governments in such
affected areas imposed various restrictions on business and social activities, including city lockdowns,
restrictions on travel and other emergency quarantines. We have one clinical trial center for feasibility
clinical trials for COPD Cryospray System and Esophageal Cryospray System in Shanghai and one
clinical trial center for AF Cryoablation System in Xi’an. Due to the enhanced containment measures in
such cities, we experienced delays in patient enrollment for feasibility clinical trials for COPD Cryospray
System and Esophageal Cryospray System in Shanghai since February 2022 up to the Latest Practicable
Date, as well as the issuance of final clinical trial report for the clinical trial of the AF Cryoablation
System since December 2021. In May 2022, we obtained such final clinical trial report. In addition, the

manufacturing facility in Ningbo experienced certain difficulties in the procurement of raw materials
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from Shanghai since 2022. However, such difficulties in procuring raw materials in Shanghai were
moderate and have been further reduced since the reopening of Shanghai in June. In view of such
difficulties, the Company has secured replacement for such raw materials in other cities. As of the Latest
Practicable Date, we did not see material impact of COVID-19 outbreak on our Company’s operations in
its target markets. We cannot guarantee you that COVID-19 pandemic will not further escalate or have a
material adverse effect on our results of operations, financial position or prospects. For more details, see
“Risk Factors—Key Risks Relating to our Business, Business Operations, Intellectual Property Rights
and Financial Prospects—Our business, results of operations and financial position could be adversely

affected by the ongoing COVID-19 pandemic” in this document.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Since the end of the Track Record Period, we have continuously developed our business, and we
expect to continue to incur significant expenses to fund the development and commercialization of our

products and product candidates.

We obtained the NMPA approval for the Bladder Cryoablation System in June 2022. In addition,
we completed a multi-center clinical trial for our major product, the AF Cryoablation System, and issued
the final clinical trial report in May 2022. After completing the clinical trial, we submitted the
registration application for the AF Cryoablation System with the NMPA in July 2022, and currently
expect to receive the NMPA approval for this product candidate in or around the second quarter of 2023.
For more details, see “Business—Our Products and Product Candidates—Other Products and Product
Candidates—Vascular Interventional Cryotherapy Products—I1. AF Cryoablation System” in this

document.

The Company expects to incur increased net loss for the year ended December 31, 2022 due to the
continuous research and development activities, increased staff costs for administrative activities, sales
and marketing activities, and research and development activities due to the increased number of

employees in 2022, and increased sales and marketing activities in 2022.

Our Directors confirm that, other than as stated above, there has been no material adverse change
in our business, financial condition and results of operations since April 30, 2022, being the latest balance
sheet date of our consolidated financial statements as set out in the Consolidated Financial Statements

included in Appendix I to this document, and up to the date of this document.
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context otherwise requires.

In this document, the following expressions shall have the meanings set out below unless the

“Accountants’ Report”

“affiliate(s)”

’

“Articles” or “Articles of Association’

“associate(s)”

“Board” or “Board of Directors”

“Board of Supervisors”

“Business Day”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Operational Procedures”

the accountants’ report from the reporting accountant of
our Company, Ernst & Young, the text of which is set out in
Appendix I to this document

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

[REDACTED]

our articles of association, as conditionally adopted on
December 2, 2021 and will come into effect upon
[REDACTED] (as amended, supplemented or otherwise
modified from time to time), a summary of which is set out
in Appendix V to this document

has the meaning ascribed thereto under the Listing Rules

our board of Directors

our board of Supervisors

a day that is not a Saturday, Sunday or public holiday in
Hong Kong

the Central Clearing and Settlement System established
and operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

the Operational Procedures of HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirements relating to operations and
functions of CCASS, as from time to time in force
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“CCASS Participant” a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

“China” or “the PRC” the People’s Republic of China excluding, for the purposes
of this document, Hong Kong, the Macau Special
Administrative Region of the People’s Republic of China

and Taiwan
“close associate(s)” has the meaning ascribed thereto under the Listing Rules
“CNIPA” China National Intellectual Property Administration (%%
Rk SR )
“Companies Ordinance” the Companies Ordinance, Chapter 622 of the Laws of

Hong Kong (as amended, supplemented or otherwise
modified from time to time)

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

from time to time)
“Company”, “our Company” or Cryofocus Medtech (Shanghai) Co., Ltd. (FE{EYIERML
“Cryofocus” () e A B2 7D, a joint stock company incorporated
in the PRC with limited liability on July 21, 2021, or,
where the context requires (as the case may be), its
predecessor, Cryofocus Medtech (Shanghai) Company
Limited (FEMAYRIF (L) ARAF), a limited
liability company established in the PRC on March 15,

2013
“Concert Parties” Ms. Li and Mr. Lv and “Concert Party” means any one of
them
“connected person(s)” has the meaning ascribed thereto under the Listing Rules
“Controlling Shareholders” has the meaning ascribed to it under the Listing Rules and

in this context, refers to the Concert Parties, Shanghai
Shidi, Ningbo Linfeng, Ningbo Maishang, Ningbo
Hongyingkang and Ningbo Kangrui and for further details,
see “Relationship with our Controlling Shareholders” in
this document

“core connected person(s)” has the meaning ascribed thereto under the Listing Rules
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“CSRC”

“Director(s)”

“EIT Law”

“ESOP Platforms”

“Extreme Conditions”

“FRC”

“Frost & Sullivan”

“Frost & Sullivan Report”

“General Rules of CCASS”

ELINNT3 LEINT3

“Group”, “our Group”, “our”,

113 2

us

CEINT3

we

2

, or

China Securities Regulatory Commission ([ # % B &

EHMEEE)
the director(s) of our Company or any one of them
the PRC Enterprise Income Tax Law

Ningbo Hongyingkang, Ningbo Kangrui and Ningbo
Maishang

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong, or any
extreme conditions or events, the occurrence of which
causes serious interruption to the ordinary course of
business operations in Hong Kong

Financial Reporting Council

Frost & Sullivan (Beijing) Inc., an independent market
research and consulting company

the industry report commissioned by us and independently
prepared by Frost & Sullivan, a summary of which is set
forth in “Industry Overview” in this document

General Rules of CCASS published by the Stock Exchange
and as amended from time to time

[REDACTED]

the Company and its subsidiaries, or any one of them as the
context may require or, where the context refers to any time
prior to its incorporation, the business which its
predecessors or the predecessors of its present subsidiaries,
or any one of them as the context may require, were or was
engaged in and which were subsequently assumed by it

[REDACTED]
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“H Share(s)” overseas [REDACTED] foreign invested ordinary share(s)
in the ordinary share capital of our Company, with a
nominal value of RMB1.00 each, which are to be
[REDACTED] for and [REDACTED] in Hong Kong
dollars and for which an application has been made for the
granting of [REDACTED] and permission to
[REDACTED] on the [REDACTED]

“HKFRS” Hong Kong Financial Reporting Standards
“HKSCC” the Hong Kong Securities Clearing Company Limited, a

wholly owned subsidiary of Hong Kong Exchanges and
Clearing Limited

“HKSCC Nominees” HKSCC Nominees Limited, a wholly owned subsidiary of
the HKSCC
“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Hong Kong dollars” or “HK dollars” or Hong Kong dollars and cents respectively, the lawful
“HKD” or “HK$” currency of Hong Kong

[REDACTED]

“Hong Kong Stock Exchange” or “Stock The Stock Exchange of Hong Kong Limited, a

Exchange” wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

[REDACTED]
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[REDACTED]

“Independent Third Party” or a person or entity which, to the best of our Directors’

“Independent Third Parties” knowledge, information and belief, having made all
reasonable enquiries, is not a connected person of our
Company within the meaning of the Listing Rules

[REDACTED]
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“Joint Sponsors”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

“Main Board”

“Mandatory Provisions”

“MOF”

“MOFCOM”

[REDACTED]

Citigroup Global Markets Asia Limited and Huatai
Financial Holdings (Hong Kong) Limited

July 20, 2022, being the latest practicable date for the
purpose of ascertaining certain information contained in
this document prior to its publication

[REDACTED]

the listing committee of the Stock Exchange

[REDACTED]

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

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

the “Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas” (|54 i/ 7 FEfe
WEEEK), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles of
association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of the
State Council (F#Bi#5 %2 B &) and the former State
Commission for Restructuring the Economic Systems ([

KAL) M8 25 B ) on August 27, 1994
Ministry of Finance of the PRC ("% A [ LA [ B B )

Ministry of Commerce of the PRC (3 A [ 3 A1 5] 7 55
)
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“Mr. Lv” Mr. LV Shiwen (= 1 30), a non-executive Director and one
of our Controlling Shareholders upon [REDACTED]

“Ms. Li” Ms. LI Hui (ZE##), one of our Controlling Shareholders
upon [REDACTED]

“NDRC” the National Development and Reform Commission of the

PRC (H#E N\ R ILAN 3] 3 5% 88 e f o % B 6

“Ningbo Hongyingkang” Ningbo Hongyingkang Enterprise Management
Partnership (Limited Partnership) (5 i 50 B FE B H &
WA (GRE)), one of our ESOP Platforms and one
of our Controlling Shareholders upon [REDACTED]

“Ningbo Kangrui” Ningbo Kangrui Investment Management Partnership
(Limited Partnership) (ZE RS EEHEH B (HIR
&%)), one of our ESOP Platforms and one of our
Controlling Shareholders upon [REDACTED]

“Ningbo Linfeng” Ningbo Linfeng Biotechnology Co., Ltd. (% i B 4 ) B}
A B/ 7)), a limited company established in the PRC
which is a non-wholly owned subsidiary of Shanghai Shidi
and one of our Controlling Shareholders upon
[REDACTED]

“Ningbo Maishang” Ningbo Maishang Investment L.P. (Limited Partnership)
(EHERHEEEGECE CHEREY)), one of our ESOP
Platforms and one of our Controlling Shareholders upon
[REDACTED]

“Ningbo SensCure” Ningbo SensCure Biotechnology Co., Ltd. (% B A FEA
YR AR/ A, a limited company established in the
PRC and our wholly-owned subsidiary

“NMPA” the National Medical Products Administration of the PRC
(B Z 2 BB S 1 JR)), successor to the China Food and
Drug Administration or CFDA (B %< £ i 85 5 B B8 HL AR
Ja1)

“NPC” the National People’s Congress of the PRC ({3 A [ H: A0l
[ 4= N\ RACER R )
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“PBOC”

“PRC Company Law”

“PRC Government”

“PRC Legal Adviser”

[REDACTED]

People’s Bank of China (H'[# A [X$R17), the central bank
of the PRC

the Company Law of the PRC ("3 A\ RALFIE 24 7)), as
amended and adopted by the Standing Committee of the
Eighth National People’s Congress on December 29, 1993
and effective on July 1, 1994, which was last amended and
became effective on October 26, 2018, as amended,
supplemented or otherwise modified from time to time;

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

thereof or, where the context requires, any of them

AllBright Law Offices
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DEFINITIONS

“Pre-[REDACTED] Investments” the pre-[REDACTED] investments in our Group
undertaken by the Pre-[REDACTED] Investor(s), details
of which are set out in “History, Development and
Corporate Structure” in this document

“Pre-[REDACTED] Investor(s)” Zhuhai Gao Ling Junheng Equity Investment L.P. (Limited
Partnership) (BRI =& ERERESE B (FRE
%%2)), Suzhou Industrial Park New Phase 2 Venture Capital
Enterprise (Limited Partnership) (#f JH 1.3 [ & # o0 —
WA ERERE(ERE%)), Hangzhou Proxima
Innovative Investment L.P. (Limited Partnership) (Ft/H Lt
MEAHRERSYEEERAY)), Suzhou Proxima
Venture Investment L.P. (Limited Partnership) (& LT
RERIERERB X (AREY)), FutureX Investment I
Company Limited, Mr. LIU Ya (%/5F), Galaxy Yuanhui
Investment Co., Ltd (SRR IER EHRA ), Suzhou
Jingtian Medical Investment Partnership (Limited
Partnership) (FfM S RKBERKEGBEE(AREE)),
Shanghai Shengshan Xingqian Venture Capital Center
(Limited Partnership) (b7 B L Bl 88 A1 SE & o0 (R
4%)), Suzhou Shengshan Huiying Venture Capital
Enterprise (Limited Partnership) (#JH &% 11 A £ E
% (ARA%)), Ningbo Fuchuang Innovation and
Venture Capital Center (Limited Partnership) (% i #5 £ 8l
HEIERE SO (ARA%)) Qingdao Marine Innovation
Industry Investment Fund Co., Ltd. (75 5 ¥V 88 7 4%
HH B A /AF), Ningbo Tongshang Linfeng Equity
Investment Partnership (Limited Partnership) (% i %8 p i
WRERES B R (ARE%)), Ningbo Tongshang
Venture Capital Partnership (Limited Partnership) (% i 48
FRIZEREG B (ARA%)) and Shenzhen Furong
No.1 Venture Capital Partnership (Limited Partnership) (¥
YE s —RAEREA B XL CAREE))

[REDACTED]

“Promoters” the promoters of our Company, being Shareholders of our
Company as of June 15, 2021
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DEFINITIONS
“Qualified Institutional Buyers” or qualified institutional buyers within the meaning of Rule
“QIBs” 144 A under the U.S. Securities Act
“Regulation S” Regulation S under the U.S. Securities Act
“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC
“Rule 144A” Rule 144A under the U.S. Securities Act
“SAFE” the State Administration of Foreign Exchange of the PRC

(GiE NSl PN S D)

“SAMR” the State Administration for Market Regulation of the PRC
(R EE N RN 3 T 7 B B AR R)), formerly known as
the State Administration for Industry and Commerce of the

PRC (i N\ R A0 B [0 28 T p A7 B B AER) )

“SAT” the State Administration of Taxation of the PRC (FF T A K
S 2R [ A Bl KA ) )

“Securities and Futures Commission” or the Securities and Futures Commission of Hong Kong
AéSFC?’
“Securities Law” the Securities Law of the PRC (" ¥ A\ R LA B 25 75 74,

as amended, supplemented or otherwise modified from
time to time

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

“Shanghai Shidi” Shanghai Shidi Industrial Development Co., Ltd. (it
H B 2E 8 B A FR/A 7)) (formerly known as Shanghai Shidi
Investment Management Co., Ltd. (bifFfEh i & & M4
FR/Z3 7)), a limited company established in the PRC and
wholly owned by Ms. Li and one of our Controlling
Shareholders upon [REDACTED]

“Share(s)” ordinary share(s) in the capital of our Company with a
nominal value of RMB1.00 each, comprising Unlisted
Shares and H Shares

“Shareholder(s)” holder(s) of the Share(s)

“sophisticated investor(s)” has the meaning given to it under the Guidance Letter
HKEX-GL92-18 issued by the Stock Exchange

— 33 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

DEFINITIONS

“Special Regulations”

“State Council”

“subsidiary(ies)”

“substantial shareholder(s)”

“Supervisor(s)”

“Track Record Period”

“United States” or “U.S.”

“Unlisted Share(s)”

“U.S. dollars”, “US$” or “USD”

“U.S. Securities Act”

“VAT”

“Zhejiang MPA”

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock

Limited Companies (%5 B B A B A BR 2 w58 Ah 55 48
e B BB R Rl E ), promulgated by the State
Council on August 4, 1994, as amended from time to time
the State Council of the PRC (P 3 A F 3 A7 [38 B) %5 B )
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

member(s) of our Board of Supervisors

the two years ended December 31, 2020 and 2021 and the
four months ended April 30, 2022

[REDACTED]

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

ordinary share(s) issued by our Company with a nominal
value of RMB1.00 each and are not [REDACTED] on any

stock exchange

United States dollars, the lawful currency of the United
States

the U.S. Securities Act of 1933, as amended, and the rules
and regulations promulgated thereunder

value-added tax

[REDACTED]

Zhejiang Medical Products Administration
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For ease of reference, the names of the PRC established companies or entities, laws or regulations
have been included in this document in both the Chinese and English languages; in the event of any

inconsistency, the Chinese versions shall prevail.

For the purpose of this document, references to “provinces” of China include provinces,
municipalities under direct administration of the central government and provincial-level autonomous

regions.

Certain amounts and percentage figures included in this document have been subject to rounding.
Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the figures
preceding them. Any discrepancies in any table or chart between the total shown and the sum of the

amounts listed are due to rounding.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain technical terms used in this document in
connection with us and our business. These may not correspond to standard industry definitions, and
may not be comparable to similarly terms adopted by other companies.

“ablation therapy”

“active device”

“all-cause mortality”

“airway stenosis”

“asthma”

“atrial fibrillation” or “AF”

“benign stenosis” or
“benign airway stenosis”

“biopsy”

“bladder cancer”

“CAGR”

“CE Marking” or “CE”

a minimally-invasive treatment option that uses extremely
high or low temperatures to destroy abnormal tissue or
tumors, or to treat other conditions

a device that requires an artificial power source, such as a
battery or other electrical supply, for its operation

all of the deaths that occur in a population, regardless of
the cause, which is measured in clinical trials and used as
an indicator of the safety or hazard of an intervention

narrowing of airways caused by neoplastic or
nonneoplastic processes, which may develop with several
diseases

a long-term inflammatory disease of the airways of the
lungs characterized by variable and recurring symptoms,
reversible airflow obstruction, and easily triggered
bronchospasms

a quivering or irregular heartbeat, namely arrhythmia,
which can lead to blood clots and stroke

airway stenosis caused by nonneoplastic diseases

a pathological examination of lesion tissues removed from
the patient body to discover the presence, cause, or extent
of a disease

a type of cancer arising from the tissues of the bladder, in
which cells may grow abnormally and acquire the potential
to metastasize

compound annual growth rate
Conformite Europeenne, an administrative marking that
indicates conformity with health, safety, and

environmental protection standards for products sold
within the European Economic Area (EEA)
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“Class III hospital”

“Class III-A hospital”

“COZ”

“complication”

“confirmatory clinical trial”

“chronic bronchitis”

“COPD”

“COVID-19”

“CRO”

“cryoablation”

“cryoablation device” or “cryoablation
system”

“CT”

a top-level hospital in China. Among the hospital classes,
Class III hospitals are the highest level, typically having
more than 500 beds, providing high-level specialist
medical and healthcare services to several regions and
performing advanced teaching and research tasks

a Class III hospital that scores over 900 (with a total score
of 1,000), in the evaluation of its comprehensive
capabilities in terms of its technology, management and
research capability

carbon dioxide

an unfavorable evolution of a disease, health condition or
medical treatment

a controlled clinical trial of a medical device product
designed to demonstrate statistically significant clinical
efficacy and safety of such product as used in human
patients for regulatory approval of such product

inflammation, swelling and irritation of the bronchial tubes

chronic obstructive pulmonary disease, a chronic
inflammatory lung disease that causes obstructed airflow
from the lungs

coronavirus disease 2019, a disease caused by a novel virus
designated as severe acute respiratory syndrome
coronavirus 2

contract research organization, an organization that
provides support to the pharmaceutical, biotechnology, and
medical device industries in the form of research services
outsourced on a contract basis

a type of ablation that uses extreme cold produced by
cryogen such as liquid nitrogen and carbon dioxide to
freeze and destroy abnormal cells or diseased tissues

a minimally-invasive device for cryoablation treatment,
which typically includes an active device and catheters or
cryoprobes to deliver cold temperatures generated by

cryogen to the therapeutic tissue

computed tomography
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“95% CI”

“DBP”

“endoscopic clip” or “Endoscopic Clip
for Anastomosis”

“esophagus cancer”

“Ex-factory Prices”

“FAS”

“FDA”

“feasibility clinical trial”

“FEVl”

“FEVI1/FVC ratio”

“FVC”

“GCP”»

95% confidence interval of the mean, a range with an upper
and lower number calculated from a sample. Because the
true population mean is unknown, this range describes
possible values that the mean could be. If multiple samples
are drawn from the same population and a 95% confidence
interval calculate for each sample, the population mean
would be expected to be found within 95% of these
confidence intervals.

diastolic blood pressure, an indicator of how much
pressure the blood is exerting against the artery walls when
the heart is relaxed between beats

an anastomosis device for closure treatment of soft tissues
of digestive tract, including bleeding, perforation, and
tissue defects

a type of cancer arising from the lining cells of esophagus
the prices at which our products are sold to our distributors
full analysis set, a set of subjects randomly assigned to a
treatment group that had at least one efficacy assessment

after randomisation and are used for the primary analysis

the United States Food and Drug Administration, a federal
agency of the Department of Health and Human Services

a clinical trial of a medical device product designed to
preliminarily demonstrate the safety of such product as
used in human patients

forced expiratory volume in 1 second

a calculated ratio in diagnosing COPD, which represents
the proportion of a person’s vital capacity that they are able
to expire in the first second of forced expiration (FEV1) to
the full, forced vital capacity (FVC)

forced vital capacity

good clinical practice, an international ethical and

scientific quality standard for the performance of a clinical
trial on medicinal products involving humans

— 38 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

GLOSSARY OF TECHNICAL TERMS

“GERD”

“GMP”

“GOLD”

“Hospital Procurement Prices”

“hypertension”

“ICH-GCP”

“implanted pacemaker”

“incidence”

“keyhole surgery” or “laparoscopy”

“LES”

“LN277

gastroesophageal reflux disease, a disease where
acid-containing contents in your stomach persistently leak
back up and reflux into the esophagus

good manufacturing practices, the aspect of quality
assurance that ensures that medicinal products are
consistently produced and controlled to the quality
standards appropriate to their intended use and as required
by the product specification

The Global Initiative for Chronic Obstructive Lung
Disease

the prices at which our products are resold to hospitals by
distributors

also known as high blood pressure, is a long-term medical
condition in which the blood pressure in the arteries is
persistently elevated; as defined by the Chinese Center for
Disease Control and Prevention, hypertension patients
refers to patients having an average SBP of over 140 mmHg
or an average DBP of over 90 mmHg, or currently using
antihypertensive medication

good clinical practice guidelines formulated by the
International Council for Harmonisation that intend to
protect the rights and safety of trial participants in line with
the principles set out in the Declaration of Helsinki

an electronic device that prevents one’s heart from beating
too slowly inserted just under the skin in the chest with

wires attached to the heart

the number of new cases occurring in a specified
population per year

a type of surgical procedure that allows a surgeon to access
the inside of the abdomen (tummy) and pelvis without

having to make large incisions in the skin

lower esophageal sphincter, a bundle of muscles at the low
end of the esophagus, where it meets the stomach

liquid nitrogen
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“malignant stenosis” or “malignant
airway stenosis”

“MIS” or “minimally invasive surgery”

6‘mmHg5’

‘AN279

(3 2
N,O

“natural orifice interventional
cryoablation”

“NMIBC”

“NOTES”

1)

“paroxysmal atrial fibrillation’

“PET-CT”

“PFA”

“PH”

“PI”

airway stenosis caused by malignant diseases, including
lung cancer and extratracheal lesions, such as intestinal
tumors, liver tumors, kidney tumors that metastasize to the
lungs

a surgical procedure that is performed through tiny
incisions instead of a large opening

millimeter of mercury, a unit of measure for pressure
nitrogen
nitrous oxide

a type of cryoablation, in which the cryoablation catheter
enters a patient’s body guided by an endoscope via natural
cavity such as respiratory, digestive or urinary tracts in a
NOTES procedure to freeze and destroy abnormal or
diseased cells

non-muscle invasive bladder cancer, cancer found in the
tissue that lines the inner surface of the bladder

natural orifice transluminal endoscopic surgery, a form of
scarless surgery performed through cavities that connect to
the outside of the body (such as the stomach wall or vagina)
to access the abdominal cavity

episodes of atrial fibrillation that occur occasionally and
usually stop spontaneously

a procedure that combines the pictures from a positron
emission tomography (PET) scan and a computed
tomography (CT) scan

pulsed field ablation, a type of ablation that destabilizes
cell membranes by forming irreversible nanoscale pores,
which leads to cell death and achieve therapeutic effect

pulmonary hypertension, high blood pressure in the blood
vessels that supplies the lungs

principal investigator, the individual responsible for the
preparation, conduct, and administration of a research
grant, cooperative agreement, training or public service
project, contract, or other sponsored project
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“PPS”

“prevalence”

“RDN” or “renal sympathetic
denervation”

“Re-TURBT”

“RH” or “resistant hypertension”

“R&D”

“SBP”

“SMO”

“SPL”

113 2

sq.m.

“survival rate”

per protocol set, a comparison of treatment groups that
includes only those patients who completed the treatment
originally allocated and are used for testing the treatment
effect under optimal conditions

the number of disease cases present in a particular
population at a given time

a minimally-invasive procedure for the treatment of
hypertension in which energy released through the ablation
catheter acts on the sympathetic nerve fibers in the
perivascular wall of the renal artery, reducing the
hyperactivity of the renal artery sympathetic nerve and, as
a result, lowering the blood pressure

re-transurethral resection of bladder tumor, repeated
surgical removal of bladder tumours that targets residual
disease in case of incomplete first resection

blood pressure cannot be maintained below 140/90 mmHg
despite optimal use of at least three antihypertensive
medications of different types, including a diuretic

research and development

systolic blood pressure, an indicator of how much pressure
the blood is exerting against the artery walls when the heart
beats pumping blood out

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

single-port laparoscopy, a minimally invasive surgical
procedure in which the surgeon operates almost
exclusively through a single-entry point, typically the
patient’s navel

square meter, a unit of area

the percentage of people in a study or treatment group still
alive for a given period of time after diagnosis
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“target value”

“TLD”

“TURBT”

“UC”

“UH” or “uncontrolled hypertension”

“vascular interventional cryoablation”

“VATS”

criteria widely accepted by professionals for evaluating the
efficacy or safety of a type of medical devices, including
objective performance criteria and performance goals

targeted lung denervation, a bronchoscopic procedure
intended to disrupt pulmonary parasympathetic inputs and
is an experimental treatment for COPD and asthma

the transurethral resection of bladder tumor, a
minimally-invasive surgery for removal of bladder tumors
through the urethra

urothelial carcinoma, the most common cancer of the renal
pelvis or ureter that starts in the urothelial cells that line
the inside of the renal pelvis and ureter

hypertension cases which are more severe than controlled
hypertension, but less severe than resistant hypertension

a type of cryoablation, in which the cryoablation catheter
enters a patient’s body through blood vessel to freeze and
destroy abnormal or target cells

video-assisted thoracoscopic surgery, a minimally invasive

surgical technique used to diagnose and treat problems in
chest
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FORWARD-LOOKING STATEMENTS

This document contains certain forward-looking statements relating to our plans, objectives,
beliefs, expectations, predictions and intentions, which are not historical facts and may not represent our
overall performance for the periods of time to which such statements relate. Such statements reflect the
current views of our management with respect to future events, operations, liquidity and capital
resources, some of which may not materialize or may change. These statements are subject to certain
risks, uncertainties and assumptions, including the other risk factors as described in this document. You
are strongly cautioned that reliance on any forward-looking statements involves known and unknown
risks and uncertainties. The risks, uncertainties and other factors facing the Company which could affect
the accuracy of forward-looking statements include, but are not limited to, the following:

° our business strategies and plans to achieve these strategies;

° our ability to complete the development and obtain the relevant requisite regulatory
approvals of our product candidates;

° our ability to commercialize our approved products in a timely manner;

° our future debt levels and capital needs;

° changes to the political and regulatory environment in the industry and markets in which we
operate;

° our expectations with respect to our ability to acquire and maintain regulatory licenses or
permits;

° changes in competitive conditions and our ability to compete under these conditions;

° future developments, trends and conditions in the industry and markets in which we operate;

° general economic, political and business conditions in the markets in which we operate;

° effects of the global financial markets and economic crisis;

° our financial conditions and performance;

° our dividend policy; and

° change or volatility in interest rates, foreign exchange rates, equity prices, volumes,

operations, margins, risk management and overall market trends.

Additional factors that could cause actual performance or achievement to differ materially include
but are not limited to those discussed in “Risk Factors” and elsewhere in this document. In some cases, we
could,” “estimate, going
seek,”

9% <« ELINT3

anticipate,” “believe,” “can,” “continue,

ELINT3 9% <« ELINT3 ELINY3

use the words “aim, expect,
forward,” “intend,” “ought to,” “may,” “might,” “plan,” “potential,” “predict,” “project,”
“should,” “will,” “would” and similar expressions to identify forward-looking statements. In particular,
we use these forward-looking statements in the “Business” and “Financial Information” sections of this

ELINNTS LEINT LEINNT

document in relation to future events, our future financial, business or other performance and
development, the future development of our industry and the future development of the general economy
of our key markets.
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We caution you not to place undue reliance on these forward-looking statements which are based
on current plans and estimates, and speak only as of the date they were made. We undertake no obligation
to update or revise any forward-looking statements in light of new information, future events or
otherwise. Forward-looking statements involve inherent risks and uncertainties and are subject to
assumptions, some of which are beyond our control. We caution you that a number of important factors
could cause actual outcomes to differ, or to differ materially, from those expressed in any

forward-looking statements.

Our Directors confirm that the forward-looking statements are made after reasonable care and due
consideration. Nonetheless, due to the risks, uncertainties and assumptions, the forward-looking events
and circumstances discussed in this document might not occur in the way we expect, or at all. Statements
of or references to our intentions or those of any of our Directors are made as of the date of this document.

Any such intention may change in light of future developments.
Accordingly, you should not place undue reliance on any forward-looking statements in this

document. All forward-looking statements contained in this document are qualified by reference to this

cautionary statement.
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RISK FACTORS

An [REDACTED] in our [REDACTED] involves significant risks. You should carefully
consider all of the information in this document, including the risks and uncertainties described
below, as well as our financial statements and the related notes, and the “Financial Information”
section, before deciding to [REDACTED] in our [REDACTED]. Particularly, we are a
biotechnology company seeking to [REDACTED] on the [REDACTED] of the [REDACTED] under
Chapter 18A of the Listing Rules. Our operations and the biotech industry involve certain risks and
uncertainties, some of which are beyond our control and may cause you to lose all your
[REDACTED] in our [REDACTED]. The following is a description of what we consider to be our
material risks. Any of the following risks could have a material adverse effect on our business,
financial condition, results of operations and growth prospects. In any such an event, the
[REDACTED] of our Shares could decline, and you may lose all or part of your [REDACTED].
Additional risks and uncertainties not presently known to us or that we currently deem immaterial
also may impair our business operations.

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

We believe there are certain risks and uncertainties involved in our operations, some of which are
beyond our control. We have categorized these risks and uncertainties into: (i) key risks relating to our
business, business operations, intellectual property rights and financial prospects; (ii) risks relating to
our products and product candidates, comprising (a) risks relating to the development of our product
candidates, (b) risks relating to the commercialization of our product candidates, (c) risks relating to
extensive government regulations, (d) risks relating to manufacture and supply of our products and
product candidates, and (e) risks relating to our intellectual property rights; (iii) risks relating to our
financial position and need for additional capital; (iv) risks relating to our operations; (v) risks relating to
doing business in China; and (vi) risks relating to the [REDACTED].

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

KEY RISKS RELATING TO OUR BUSINESS, BUSINESS OPERATIONS, INTELLECTUAL
PROPERTY RIGHTS AND FINANCIAL PROSPECTS

Our future growth depends substantially on the successful development of our product candidates to
commercialization.

Our business substantially depends on our ability to complete the development and obtain the
requisite regulatory approvals of our product candidates and successfully commercialize our approved
products in a timely manner. We have devoted significant efforts and financial resources in the
development of our product candidates. As of the Latest Practicable Date, we had developed six
registered products and had additional 17 product candidates in various development stages. Our
commercialized products mainly include the Pulmonary Nodule Localization Needle and Laparoscopic
Single Port Multi-Channel Access Platform, which are covered by governmental health insurance in
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certain cities, such as Shanghai, in China. The successful development and commercialization of our

product candidates will depend on several factors, including but not limited to:

° successful enrollment in, and completion of, clinical trials, as well as completion of

preclinical studies;

° favorable safety and efficacy data from our clinical trials and other studies;
° receipt of regulatory approvals for our product candidates;
° enhancing commercial manufacturing capabilities, either by enlarging our existing facilities

or building new facilities ourselves or making arrangements with third-party manufacturers;

° the ability of our CROs and SMOs to conduct or assist in conducting our clinical trials safely

and efficiently and in accordance with our specified trial protocols;

° the performance by any other third parties we may retain in a manner that complies with our

protocols and applicable laws and that protects the integrity of the resulting data;

° obtaining and maintaining patent, trade secret and other intellectual property protection and

regulatory exclusivity;

° ensuring we do not infringe, misappropriate or otherwise violate the patent, trade secret or
other intellectual property rights of third parties, and successfully defending against any
claims by third parties that we have infringed, misappropriated or otherwise violated any

intellectual property of any such third party;

° obtaining required marketing authorizations and launching commercial sales in China and

other targeted markets, if and when approved;

° obtaining favorable governmental and private health insurance for our products, if and when
approved;

° appropriately pricing our product candidates and timely collecting payments;

° efficiently and cost-effectively enhancing our marketing and distribution capabilities;

° competition with other comparable medical devices; and

° continued acceptable safety profile of our product candidates following regulatory approval.

If we do not achieve one or more of these factors in a timely manner or at all, we could experience
significant delays or be unable to obtain approval for our product candidates, and/or to successfully
commercialize our approved products, which would materially harm our business and we may not be able

to generate sufficient revenues and cash flows to continue our operations.
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We have incurred significant operating losses since our inception, and may continue to incur operating
losses for the foreseeable future. As a result, you may lose substantially all your [REDACTED] in us
given the high risks involved in the medical device business.

We are a development-stage biotechnology company. Investment in medical device development is
highly speculative because it entails substantial upfront capital expenditures and significant risks that a
product candidate may fail to complete clinical trials, gain regulatory approval or become commercially
viable. As a result, you may lose substantially all of your [REDACTED] in our Company given the nature
of the biotechnology industry. We have incurred significant expenses related to the research and
development of our products and product candidates in the past. In 2020, 2021 and the four months ended
April 30, 2022, our research and development expenses amounted to RMB42.3 million, RMB89.8 million
and RMB15.2 million, respectively. In addition, we also incurred costs in connection with the
commercialization of our approved products as well as selling and distribution expenses, and
administrative expenses associated with our operations. As a result, we have incurred net losses amounted
to RMB159.3 million, RMB126.5 million and RMB30.0 million in 2020, 2021 and the four months ended
April 30, 2022, respectively.

We expect to continue to incur operating losses in the foreseeable future, and such operating losses
may even increase as we continue to conduct preclinical and clinical trials for our product candidates,
seek regulatory approvals for our product candidates, manufacture our product candidates for clinical
trials and our products for commercial sale, commercialize our approved products, attract and retain
qualified personnel, maintain, protect and expand our intellectual property portfolio, and comply with
laws, regulations and rules applicable to our business and our status as a public company in Hong Kong,
among others. Our future financial performance will depend, in part, on the number, scope and
complexity of our product development programs and the associated costs of those programs, the cost of
commercializing any approved products, our ability to generate revenues and the timing and amount of

milestones and other payments we make or receive with arrangements with third parties.

We are unable to predict when, or whether, we will be able to achieve or maintain profitability. To
become and remain profitable, we must be successful in a range of challenging activities, including
completing the clinical trials for our product candidates, obtaining regulatory approval from the NMPA
and other competent regulatory bodies, and commercializing our approved products to achieve market
acceptance. We may encounter unforeseen expenses, difficulties, complications, delays and other
unknown facts, and may never succeed in any or all of these activities. For example, if our products are
not widely accepted by physicians and hospitals, we may be unable to increase or sustain our sales and we
may fail to achieve and sustain growth or profitability. Even if we do succeed in all of the above activities,
we may not be able to generate revenues that are significant or sufficient enough to achieve profitability.
Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent
periods. Our failure to become and remain profitable may impact investors’ perception of the potential
value of our Group and could impair our ability to raise capital, maintain our research and development
efforts, expand our business or continue our operations. Any decline in the value of our Group could also
cause you to lose all or part of your [REDACTED].
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If clinical trials of our product candidates fail to demonstrate safety and efficacy to the satisfaction of
regulatory authorities or do not otherwise produce positive results in a timely manner or at all, we may
incur additional costs or experience delays in completing, or ultimately be unable to complete, the

development and commercialization of our product candidates.

During the clinical trial process, failure can occur at any time. The results of preclinical studies
and feasibility clinical trials of our product candidates may not be predictive of the results of
confirmatory clinical trials. Product candidates in confirmatory clinical trials may fail to show the
desired safety and efficacy traits despite having progressed through preclinical studies and/or feasibility
clinical trials. Clinical trials or procedures may experience significant setbacks even after earlier trials
have shown promising results. In some instances, there can be significant variability in safety and/or
efficacy results between different trials of the same product candidate due to numerous factors, including
changes in trial procedures set forth in protocols, differences in the physical conditions of the patient
populations and the rate of dropout among clinical trial participants. Clinical trials of our product
candidates may produce negative or inconclusive results. Even if our future clinical trial results show
favorable efficacy, not all patients may benefit. Our product candidates may not suit the conditions of
certain patients, and severe adverse events and complications may occur for some patients after the
treatment procedure. If we decide or are required by regulators to conduct additional clinical trials or
other testing of our product candidates beyond those that we currently contemplate or abandon our
product development programs, or if we are unable to successfully complete clinical trials of our product
candidates or other testing, or if the results of these trials or tests are not positive or are only modestly
positive or if they raise safety concerns, we may (i) be subject to substantial liabilities, (ii) be delayed in
or even prevented from obtaining regulatory approval for our product candidates, (iii) obtain approval for
indications that are not as broad as intended, (iv) have the product removed from the market after
obtaining regulatory approval, (v) be subject to additional post-marketing testing requirements, (vi) be
subject to restrictions on how the product is distributed or used; or (vii) be unable to obtain
reimbursement for use of the product. Any of such events could materially and adversely affect our ability
to commercialize the subject products and generate revenue.

We have relatively limited experience in sales and marketing activities, and we may not be able to
expand or integrate our in-house sales and marketing force successfully.

Our ability to successfully market our products may involve more inherent risks, take longer time
and cost more resources than it would if we were a company with sufficient experience launching such
products. As of the Latest Practicable Date, we only commercialized several products mainly including
our Pulmonary Nodule Localization Needle and Laparoscopic Single Port Multi-Channel Access
Platform and have limited experience in commercializing cryotherapy devices.

The success of our sales and marketing efforts depends on our ability to attract, motivate and retain
qualified and professional employees in our sales and marketing team who have, among other things, the
sufficient expertise in cryotherapy devices and are able to communicate effectively with medical
professionals. Furthermore, we expect to hire more employees with relevant medical device experience
and knowledge to strengthen our marketing and sales workforce. However, due to the intense competition
for experienced personnel, we may be unable to attract, motivate and retain a sufficient number of
qualified sales and marketing employees to support our business development and expansion, and our

sales revenue and results of operations may be negatively affected.
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We may be unable to develop and commercialize our product candidates as anticipated if the third
parties with which we contract for clinical trials do not perform in an acceptable manner or if these
third parties do not successfully carry out their contractual duties or meet expected deadlines.

We rely on third parties, including clinical trial institutions, public hospitals, CROs and SMOs, to
assist us in designing, implementing and monitoring our clinical trials. We rely on these parties for
execution of our preclinical studies and clinical trials, and control only certain aspects of their activities.
If any of these parties terminates its agreements with us, we may not be able to enter into arrangements
with alternative third parties on commercially reasonable terms, or at all, and the development of the
product candidates covered by those agreements could be substantially delayed. In addition, we are
responsible for ensuring that each of our studies is conducted in accordance with the applicable
protocols, legal and regulatory requirements and scientific standards, and our reliance on these third
parties does not relieve us of our regulatory responsibilities. However, these third parties may not
successfully carry out their contractual obligations, meet expected deadlines or follow regulatory
requirements, including clinical and manufacturing guidelines and protocols. Moreover, if any of these
parties fail to perform their obligations under our agreements with them in the manner specified in those
agreements, the NMPA and/or other comparable regulatory authorities may not accept the data generated
by those studies or relevant regulatory authorities may require us to perform additional clinical trials
before approving our marketing applications, which would increase the cost of and the development time
for the relevant product candidate. If any of the preclinical studies or clinical trials of our product
candidates is affected by any of the above-mentioned reasons, we will be unable to meet our anticipated
development or commercialization timelines, which would have a material adverse effect on our business
and prospects.

We may not be able to develop new products that are competitive in the market.

The market for cryotherapy devices is characterized by technological changes, frequent new
product introductions, and evolving industry standards. Our product candidates could become
technologically obsolete or more susceptible to competition without timely introduction of new and
improved technologies. We expect the cryotherapy device market to evolve towards newer and more
advanced products, some of which we do not currently produce. Our success therefore depends on our
ability to accurately anticipate industry trends and continuously identify, develop and market new and
advanced products in a timely manner that meet our customers’ demand. Because product designs can
change with market conditions and hospitals’ and physicians’ preferences, identifying and developing
new products in a timely manner can be difficult. Our research and development efforts may not lead to
new products that will be commercially successful. Even if we develop new products, we may encounter
delays in obtaining regulatory clearance, restrictions imposed on approved indications, entrenched
patterns of clinical practice, uncertainty over third-party reimbursement, or other factors. In addition, it
takes much time and efforts for the new product to gain acceptance after we launch it in the market. We
may not be able to successfully market our new products or our end customers may not be receptive to our
new products. For example, we may not successfully commercialize Bladder Cryoablation System, one of
our Core Products, as there is currently no recommendation from national or international guidelines for
the use of cryoablation therapy in the management of NMIBC, according to Frost & Sullivan. It may take
time to educate the market and gain acceptance among physicians and patients. For further information,
see “Industry Overview—The NOTES Interventional Cryotherapy Device Market—The Tumor
Interventional Cryotherapy Device Market—Market Size of Bladder Cancer Interventional Cryotherapy
Catheters” in this document. On the other hand, it may not obtain adequate coverage, favorable medical
reimbursement, or optimal pricing by third-party payors and government authorities.
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The success of our new product offerings will depend on several factors, including our ability to (i)
properly identify and predict industry trends and market demand; (ii) complete product development
process successfully in a timely manner; (iii) minimize the time and costs required to obtain regulatory
approvals; (iv) optimize our procurement and manufacturing processes to predict and control costs; (v)
manufacture and deliver new products in a timely manner; (vi) efficiently and cost-effectively enhance
our marketing platform and distribution channels; (vii) price our products at both competitive and
commercially justifiable levels; (viii) increase end-customer awareness and acceptance of our new
products; and (ix) compete effectively with other medical device developers, manufacturers and
marketers. If we are not successful in manufacturing or selling our new products to meet market demand,
or if there is insufficient demand for our new products once they are introduced to the market, our
business, financial condition, results of operations and prospects could be materially adversely affected.

If we are unable to obtain and maintain patent protection for our products and product candidates
through intellectual property rights, or if the scope of such intellectual property rights obtained is not
sufficiently broad, third parties may compete directly against us.

Our success depends in a large part on our ability to protect our proprietary technology, products
and product candidates from competition by obtaining, maintaining and enforcing our intellectual
property rights, including patent rights. We seek to protect the technology, products and product
candidates that we consider commercially important by filing patent applications in the PRC and other
regions, relying on trade secrets or medical regulatory protection or employing a combination of these
methods. This process is expensive and time-consuming, and we may not be able to file and prosecute all
necessary or desirable patent applications at a reasonable cost or in a timely manner. We may also fail to
identify patentable aspects of our research and development output before it is too late to obtain patent
protection. As a result, we may not be able to prevent competitors from developing and commercializing
competitive products in all such fields and territories.

Patents may be invalidated and patent applications may not be granted for a number of reasons,
including known or unknown prior deficiencies in the patent applications or the lack of novelty of the
underlying invention or technology. We may also fail to identify patentable aspects of our research and
development output in time to obtain patent protection. Although we enter into non-disclosure and
confidentiality agreements with our employees, contractors and other third parties who have access to
confidential or patentable aspects of our research and development output, any of these parties may
breach such agreements and disclose such output before a patent application is filed, jeopardizing our
ability to seek patent protection. In addition, publications of discoveries in the scientific or patent
literature often lag behind the actual discoveries. For instance, in China and other jurisdictions, patent
applications for inventions are typically not published until 18 months after filing, or in some cases, not
at all. Therefore, we cannot be certain that we were the first to make the inventions claimed in our patents
or pending patent applications or that we were the first to file for patent protection of such inventions.

Furthermore, the PRC has adopted the “first-to-file” system under which whoever first files a
patent application will be awarded the patent if all other patentability requirements are met. Under the
first-to-file system, even after reasonable investigation we may be unable to determine with certainty
whether any of our products, product candidates, processes, technologies, inventions, improvement and
other related matters have infringed upon the intellectual property rights of others, because such third
party may have filed a patent application without our knowledge while we are still developing that
product, and the term of patent protection starts from the date the patent was filed, instead of the date it
was issued. Therefore, the validity of issued patents, patentability of pending patent applications and
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applicability of any of them to our products or product candidates may be lower in priority than
third-party patents issued on a later date if the application for such patents was filed prior to ours and the
technologies underlying such patents are the same or substantially similar to ours. We may also be
involved in claims and disputes of intellectual property infringement in other jurisdictions. In addition,
under PRC patent law, any organization or individual that applies for a patent in a foreign country for an
invention or utility model accomplished in China is required to report to the CNIPA, for confidentiality
examination. Otherwise, if an application is later filed in China, the patent right will not be granted.

The coverage claimed in a patent application can be significantly reduced before the patent is
issued, and its scope can be reinterpreted after issuance. Even if patent applications we license or own
currently or in the future are to be issued as patents, they may not be issued in a form that will provide us
with any meaningful protection, prevent competitors or other third parties from competing with us, or
otherwise provide us with any competitive advantage. In addition, the patent position of medical device
companies generally is highly uncertain, involves complex legal and factual questions, and has been the
subject of much litigation in recent years. As a result, the issuance, scope, validity, enforceability and
commercial value of our patent rights are highly uncertain.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability,
and our patents may be challenged in the courts or patent offices in the PRC or other countries. We may
be subject to a third-party pre-issuance submission of prior art to the CNIPA, or other related intellectual
property offices, or become involved in post-grant proceedings such as opposition, derivation, revocation
and re-examination, or inter partes review, or interference proceedings or similar proceedings in foreign
jurisdictions challenging our patent rights or the patent rights of others. An adverse determination in any
such submission, proceeding or litigation could reduce the scope of, or invalidate, our patent rights, allow
third parties to commercialize our technology, products or product candidates and compete directly with
us without payment to us. Moreover, we may have to participate in invalidation proceedings before the
CNIPA, or courts in China to determine patentability of invention or in post-grant challenge proceedings,
such as oppositions in a foreign patent office, that challenge the priority of our invention or the
patentability of our patents and patent applications. Such challenges may result in loss of patent rights,
loss of exclusivity, or in patent claims being narrowed, invalidated, or held unenforceable, which could
limit our ability to stop others from using or commercializing similar or identical technology and
products, or limit the duration of the patent protection of our technology, products and product
candidates. Such proceedings also may result in substantial costs and require significant time from our
scientists, experts and management, even if the eventual outcome is favorable to us. Consequently, we do
not know whether any of our technologies, products or product candidates will be protectable or remain
protected by valid and enforceable patents. Our competitors or other third parties may be able to
circumvent our patents by developing similar or alternative technologies or products in a non-infringing
manner.

In addition, although various extensions may be available, the life of a patent and the protection it
affords is limited. We may face competition for any approved product candidates even if we successfully
obtain patent protection once the patent life has expired for the product. The issued patents and pending
patent applications, if issued, for our product candidates are expected to expire on various dates as
described in the paragraphs headed “Business—Intellectual Property Rights” in this document. Upon the
expiration of our issued patents or patents that may issue from our pending patent applications, we will
not be able to assert such patent rights against potential competitors and our business and results of
operations may be adversely affected.
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Given the amount of time required for the development, testing and regulatory review of new
product candidates, patents protecting such product candidates might expire before or shortly after such
product candidates are commercialized. As a result, our patents and patent applications may not provide
us with sufficient rights to exclude others from commercializing products similar or identical to ours.
Moreover, some of our patents and patent applications may in the future be co-owned with third parties.
If we are unable to obtain an exclusive license to any such third-party co-owners’ interest in such patents
or patent applications, such co-owners may be able to license their rights to other third parties, including
our competitors, and our competitors could market competing products and technology. In addition, we
may need the cooperation of any such co-owners of our patents in order to enforce such patents against
third parties, and such cooperation may not be provided to us. Any of the foregoing could have a material
adverse effect on our competitive position, business, financial conditions, results of operations and
prospects.

Third parties may initiate legal, administrative or other proceedings alleging that we are infringing,
misappropriating or otherwise violating their intellectual property rights, and the outcome of such
legal proceedings would be uncertain. Such proceedings could be costly and time consuming to defend,
and could prevent us from developing or commercializing our product candidates, or delay the
development or commercialization process.

We may be involved in allegations regarding infringements of intellectual property rights
(including the use of computer software, trademarks, copyright and patents), and some of which may be
raised by other market players as a way of malicious competition. These allegations, with or without
merits, may lead to potential litigations, administrative proceedings, and other disputes. In addition, we
may be subject to allegations, litigations or administrative proceedings because of intellectual property
infringement committed by our employees or third-party collaborators (for instance, distributors or
manufacturers where we purchased our computers or software).

The medical device industry is litigious with respect to patents and other intellectual property
rights. Companies operating in our industry routinely seek patent protection for their product designs,
and many of our principal competitors have large patent portfolios. Companies in the medical device
industry have used intellectual property litigation to gain a competitive advantage. Whether a product
infringes a patent involves an analysis of complex legal and factual issues, the determination of which is
often uncertain. We may be unaware of third-party patents or patent applications, and given the dynamic
area in which we operate, additional patents are likely to be issued that relate to aspects of our business.
We face the risk of claims that we have infringed on third parties’ intellectual property rights in the
countries where we operate, principally China. In addition, there can be no assurance that our employees
have not used, or will not use in the future, proprietary know-how or trade secrets of their previous
employers, if any, in their work for us, which could result in litigation against us. Prior to developing
major new products, we evaluate existing intellectual property rights. However, our competitors may also
have filed for patent protection which is not as yet a matter of public knowledge or claim trademark rights
that have not been revealed through our searches of relevant public records. Our efforts to identify and
avoid infringing on third parties’ intellectual property rights may not always be successful. Third parties
may assert that we are using technology in violation of their patent or other proprietary rights. Any claims
of patent or other intellectual property infringement, even those without merit, could:

° be expensive and time consuming to defend;

° result in us being required to pay significant damages to third parties;
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° cause us to cease making or selling products that incorporate the challenged intellectual
property;

° require us to redesign, reengineer or rebrand our products or product candidates, if feasible;

° require us to enter into royalty or licensing agreements in order to obtain the right to use a

third party’s intellectual property, which agreements may not be available on terms
acceptable to us or at all;

° divert the attention of our management;

° result in hospitals and physicians terminating, deferring or limiting their purchase of the

affected products until resolution of the litigation;

° reduce the resources available for our development activities or any future sales, marketing

or distribution activities; or

° result in securities analysts or investors perceive these results to be negative, which could
have a substantial adverse effect on the [REDACTED] of our Shares.

In addition, new patents obtained by our competitors could threaten a product’s continued life in
the market even after it has already been introduced.

Our business, results of operations and financial position could be adversely affected by the ongoing
COVID-19 pandemic.

Our business operation has been, and may continue to be, negatively affected by the COVID-19
outbreak. For example, we experienced some delays in the patient enrollment for our feasibility clinical
trials for COPD Cryospray System and Esophageal Cryospray System in Shanghai since 2022. Please
refer to the paragraphs headed “Summary—Outbreak of COVID-19” and “Financial
Information—Impact of the COVID-19 Outbreak” in this document for a detailed discussion of the
relevant impact on us.

While many of the restrictions on movements within China have been relaxed, there is great
uncertainty around the future of the COVID-19 outbreak and how it will impact our operations. In
particular, we cannot accurately forecast the potential impact of additional outbreaks as government
restrictions are relaxed, further shelter-in-place or other government restrictions implemented in
response to such outbreaks, or the impact on the ability of our suppliers and other business partners to
remain in business as a result of the ongoing pandemic or such additional outbreaks. With the
uncertainties surrounding the COVID-19 outbreak until a cure and vaccine has been discovered, the

threat to our business disruption and the related financial impact remains.
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RISKS RELATING TO OUR PRODUCTS AND PRODUCT CANDIDATES
Risks Relating to the Development of Our Product Candidates
Clinical product development involves a lengthy and expensive process with an uncertain outcome.

According to a catalogue issued by the NMPA, medical devices are classified into three different
categories, Class I, Class II and Class III, depending on the degree of risk associated with each medical
device and the extent of control needed to ensure safety and effectiveness. Most of our product candidates
are classified as Class III medical devices. To obtain product registrations for medical devices of Class III
in China, we need to conduct, at our own expense, adequate and well-controlled clinical trials to
demonstrate the safety and efficacy of our product candidates (except for those exempted from clinical
trial requirements in accordance with applicable laws and regulations).

Clinical testing is expensive and can take multiple years to complete, and its outcome is inherently
uncertain. There can be no assurance that these trials or procedures will be completed in a timely or
cost-effective manner or result in a commercially viable product or expanded indication. We may
experience numerous unexpected events before and during the clinical trials that could delay or prevent
us from obtaining regulatory approval or commercializing our product candidates, including but not

limited to:

° regulators or ethics committees may not authorize us or our investigators to commence a
clinical trial or conduct a clinical trial at a prospective trial site;

° our inability to reach agreements on acceptable terms with prospective CROs, SMOs and
hospitals as trial centers, the terms of which can be subject to extensive negotiation and may
vary significantly among different trial centers;

° manufacturing issues, including problems with supply quality, or obtaining sufficient
quantities of a product candidate for use in a clinical trial in a timely manner;

° clinical trials of our product candidates may produce negative or inconclusive results, and
we may decide, or regulators may require us, to conduct additional clinical trials or abandon
product development programs;

° the number of patients required for clinical trials of our product candidates may be larger
than we anticipate, enrollment may be insufficient or slower than we anticipate;

° our third-party contractors may fail to comply with regulatory requirements or meet their
contractual obligations to us in a timely manner, or at all;

° we might have to suspend or terminate clinical trials of our product candidates for various
reasons, including a finding of unexpected characteristics or a finding that participants are
being exposed to unacceptable health risks (including deaths in the worst case scenario);

° regulators or ethics committees may require that we or our investigators suspend or

terminate clinical research or not rely on the results of clinical research for various reasons,
including non-compliance with regulatory requirements;
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° the cost of clinical trials of our product candidates may be greater than we anticipate and we
are unable to obtain additional funding in a timely manner, or at all; and

° the supply or quality of our product candidates or other materials necessary to conduct
clinical trials of our product candidates may be insufficient or inadequate.

Any delays in completing our clinical trials will increase our costs, slow down our product
candidate development and approval process, and jeopardize our ability to commercialize our approved
products and generate related revenues. Any of these occurrences may adversely affect our business,

financial condition and prospects to a significant extent.

If we encounter difficulties or delays in enrolling patients in our clinical trials, our clinical
development activities could be delayed or otherwise adversely affected.

The timely completion of clinical trials in line with their protocols depends on, among other
things, our ability to enroll a sufficient number of patients who remain in the trial until its conclusion. We
may experience difficulties or delays in patient enrollment in our clinical trials for a variety of reasons,

including but not limited to:

° the size and nature of the patient population;

° the size of the study population required for the analysis of the trial’s primary endpoints;

° our ability to obtain and maintain patients’ consents;

° the patient eligibility criteria defined in the protocol;

° the accessibility of trial sites for the patients;

° our ability to recruit clinical trial site investigators with sufficient competence and relevant

experience; and

° the patients’ perceptions as to the potential advantages and side effects of the product
candidates being studied in relation to other available products, product candidates or

therapies.

Our clinical trials will likely compete with other clinical trials for product candidates that are in
the same therapeutic areas as our product candidates. This competition will reduce the number and types
of patients available to us, because some patients who might have opted to enroll in our trials may instead
opt to enroll in a trial being conducted by one of our competitors. Because the number of qualified
clinical investigators and clinical trial sites is limited, we expect to conduct some of our clinical trials at
the same clinical trial sites that some of our competitors use, which will reduce the number of patients
who are available for our clinical trials at such clinical trial sites. Even if we are able to enroll a sufficient
number of patients in our clinical trials, delays in patient enrollment may result in increased costs or may
affect the timing or outcome of the projected clinical trials. If we experience delays in the completion of,

or even termination of, any clinical trial of our product candidates, our ability to obtain requisite
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regulatory approvals, commercialize our products, commence product sales and generate revenues will be
jeopardized. Any of these occurrences may have a material adverse effect our business, financial
condition and prospects.

We may not be successful in developing, enhancing or adapting to new technologies and
methodologies.

In order to maintain our competitiveness, we must keep pace with new technologies and
methodologies. We must continue to invest significant amounts of human and capital resources to develop
or acquire technologies that will allow us to enhance the scope and quality of our clinical trials. Although
technical innovations often require substantial time and investment before we can determine their
commercial viability, we intend to continuously enhance our technical capabilities in research and
development. We cannot assure you that we will be capable to identify new technological opportunities,
enhance or adapt to new technologies and methodologies, develop and bring new or enhanced products to
market, obtain sufficient intellectual property protection for such new or enhanced products, obtain the
necessary regulatory approvals in a timely and cost-effective manner, or achieve market acceptance if

such products are launched. Any failure to do so could harm our business and prospects.

Our employees, collaborators, service providers, independent contractors, principal investigators,
vendors, CROs and SMOs may engage in misconduct or other improper activities, including
noncompliance with regulatory standards and requirements, which could result in delay or failure to

develop our product candidates.

We are exposed to the risk that our employees, collaborators, independent contractors, principal
investigators, vendors, CROs and SMOs may engage in fraudulent or other illegal activity with respect to
our business. Misconduct by these individuals and institutions could include intentional, reckless or
negligent conduct or unauthorized activity that violates the regulations of the NMPA and other regulatory
authorities, including those laws requiring the reporting of true, complete and accurate information and
data to such regulatory authorities, or data privacy, security, fraud and abuse and other healthcare laws
and regulations in the PRC and other relevant jurisdictions.

Misconduct by these parties could involve the creation of fraudulent data in our preclinical studies
or clinical trials. Their improper activities could also involve individually identifiable information,
including, without limitation, the improper use of information obtained in the course of clinical trials, or

illegal misappropriation of medical devices.

We may not be able to identify and deter employees’ and third parties’ misconduct, and the
precautions we take to detect and prevent these activities may not be effective in controlling unknown or
unmanaged risks or losses or in protecting us from governmental investigations or other actions or
lawsuits stemming from a failure to be in compliance with such laws or regulations. If any such actions
are instituted against us, and we are not successful in defending ourselves or asserting our rights, those
actions could severely delay our research and development programs, or result in failure to obtain
regulatory approval for our product candidates. The regulatory authorities may also impose civil,
criminal and administrative penalties, damages and monetary fines on us, which could materially and
adversely affect our reputation and business operation.
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During the Track Record Period and up to the Latest Practicable Date, we were not aware of any
instances of misconduct involving employees and other third parties that had any material and adverse
impact on our business and results of operations. However, we cannot assure you that there will not be
any such instances in future. Although we consider our internal control policies and procedures to be
adequate, we may be unable to prevent, detect or deter all such instances of misconduct. Any such
misconduct committed against our interests, which may include past acts that have gone undetected or
future acts, may have a material adverse effect on our business and results of operations.

Risks Relating to the Commercialization of Our Product Candidates

If physicians and hospitals are not receptive to our product candidates, our results of operations may
be negatively affected.

Physicians and hospitals play important roles in recommending and deciding what products to be
used. They not only provide professional advice but also offer help throughout the entire therapeutic
procedures from candidate screening, operation assistance to post operation follow-up visit. Our strategic
marketing model provides that our in-house marketing force actively works with physicians and
hospitals. We will endeavor to convince them as to the distinctive characteristics, advantages, safety and
cost effectiveness of our products as compared to our competitors’ products, and train physicians and
hospitals in the proper application of our products. If our products and product candidates (upon
commercialization) are not widely accepted by physicians and hospitals, our sales of our currently
commercialized products may decline, and we may not be able to effectively market our product
candidates upon commercialization.

In addition, many of our products or product candidates represent innovative therapies in China or
even globally. Physicians face a learning process to become proficient in the use of some of our products
and product candidates, which may take a longer time than we expected. Encouraging physicians to
dedicate their time and energy necessary for adequate training remains challenging, and we may not be
successful in these efforts. If physicians are not properly trained, they may misuse or ineffectively use our
products and product candidates, which may also result in unsatisfactory patient treatment outcomes,
patient injury, negative publicity or lawsuits against us, any of which could have a significant adverse
effect on our reputation, business, financial condition, results of operations and prospects. Following
completion of training, we also rely on trained physicians to advocate the benefits of our products in the
marketplace. If we are not able to enhance our product awareness and receive recognition from these
physicians, other physicians and hospitals may not be inclined to use our products, and our results of
operations may be adversely affected.

Failure to achieve broad market acceptance could have a material adverse impact on our business and
results of operations.

The commercial success of our products depends upon the degree of market acceptance they can
achieve, particularly among hospitals and physicians. For example, as a novel treatment modality, liquid
nitrogen-based cryoablation may fail to receive broad acceptance from patients or physicians as
anticipated. We may need to make significant efforts to educate the market, to convince patients of the
benefits of our cryotherapy, and to train the physicians to properly use the cryotherapy devices. We
cannot guarantee that our efforts in this regard would be successful. If any of our future approved
products fail to gain sufficient market acceptance by physicians, patients, third-party payors or others in
the industry, the sales of our future approved products will be adversely affected, and we may fail to
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effectively market our product candidates upon commercialization. Physicians, patients and third-party
payors may prefer other novel products to ours. If our products do not achieve an adequate level of
acceptance, we may not be able to generate significant product sales revenues and to achieve profitability.
The degree of market acceptance of our product candidates, if approved for commercial sale, will depend
on a number of factors, including:

° the clinical indications for which our product candidates are approved;

° physicians, hospitals, diseases treatment centers and patients considering our product
candidates (upon commercialization) as a safe and effective treatment;

° the potential and perceived advantages and disadvantages of our product candidates (upon
commercialization) and relevant treatments compared to alternative products and
treatments;

° the prevalence and severity of any adverse effects or complications;

° product labeling or product insert requirements of regulatory authorities;

° limitations or warnings contained in the labeling approved by regulatory authorities;

° the timing of market introduction of our product candidates (upon commercialization) as

well as competitive products;

° the cost of treatment in relation to alternative treatments;

° the availability of adequate coverage, reimbursement and pricing by third-party payors and
government authorities;

° the willingness of patients to pay out-of-pocket in the absence of coverage and
reimbursement by third-party payors and government authorities; and/or

the effectiveness of our sales and marketing efforts.

If any products that we commercialize fail to achieve market acceptance among physicians,
patients, hospitals or other institutions in the industry or if we fail to maintain good relationships with
them, we will not be able to generate significant revenue. Even if our products achieve market
acceptance, we may not be able to maintain that market acceptance over time if new products or
technologies introduced are more favorably received and more cost effective than our products, which
may render our products obsolete.

If our distributors fail to expand or maintain their sales network, or if we fail to educate or manage our
distributors effectively, our sales may decline.

In the medical device industry, it is customary to rely on distributors for sale of medical devices to
hospitals. During the Track Record Period and up to the Latest Practicable Date, we sold all of our
commercialized products to third-party distributors, which then sell these medical devices to hospitals
and/or sub-distributors. We intend to continue engaging distributors to sell our products in the
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foreseeable future. However, we may not be able to identify or engage a sufficient number of distributors
with an extensive sales network. Furthermore, all products we now commercialize are non-cryotherapy
products. However, we aim to commercialize more products, including vascular interventional
cryotherapy products and NOTES interventional cryotherapy products in the future, and we cannot assure
you that the existing distributors that we now engage have adequate sales network for our future products.
We may either educate our existing distributors for our new products, or engage new distributors with
different sales network, which attempts may fail or take a lot of time. For further information, see
“Business — Sales and Marketing — Our Sales and Distribution Arrangements” in this document. If our
distributors fail to expand their sales network, or otherwise encounter any difficulties in selling our
products, our business, results of operations and prospects may be materially and adversely affected.

In addition to ensuring our reputation through high quality products and responsive services, our
well-trained sales team works with our distributors to help them become more sophisticated. We also
provide our distributors with technical support, including training in the basic technologies of our
products, participating in presentations to physicians and hospitals, and assisting in preparing documents
for contracts awarded through competitive biddings and tenders. Our distributors face a learning process
with respect to our products, particularly for those newly introduced to the market. We cannot assure you
that our distributors will be able to gain the required knowledge in order to market our products
effectively in a timely manner or at all.

In addition, we have limited control to manage the activities of our distributors, who are
independent from us. We cannot assure that our distributors will not violate our distribution agreements
with them. Such violations may include, among other things, (i) failing to meet target sales amounts; (ii)
selling our products outside their designated distribution territories or to hospitals without further
authorization; (iii) selling our products at prices below our designated lowest price; (iv) failing to comply
with applicable laws or regulatory requirements when marketing, promoting or selling our products; (v)
failing to provide proper training and other services to our end customers; or (vi) selling products that
compete with ours. Failure to adequately manage our network of distributors, or non-compliance by
distributors with our distribution agreements, violations of applicable laws and other illegal or
inadequate practices by distributors could harm our corporate reputation and disrupt our sales, and our
financial condition and results of operations could be materially and adversely affected.

The growth and success of our business depends on the performance of us and our distributors in
government-administered tender processes.

Our future growth and success significantly depend on our ability to successfully market our
products to hospitals and other medical institutions through our distributors. Hospitals and other medical
institutions may organize public tenders either by themselves or through local governments. The
procedures of such public tenders vary from hospital to hospital and from region to region, and there
could be uncertainties with respect to the timing of such procedures. As a result, we are primarily
dependent on experienced local distributors to assist us during such procedures. However, we may not
always be able to locate a sufficient number of experienced local distributors to sell our products to
hospitals and other medical institutions.

Furthermore, even if we could locate a sufficient number of experienced distributors, our bids
during the public tender process may not be successful and our products may not be chosen for a number
of reasons, including where: (i) our prices are not competitive; (ii) our products fail to meet the technical
or quality requirements imposed by the hospitals or are less clinically effective than competing products;
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(iii) our reputation is adversely affected by unforeseeable events; or (iv) our service quality or any other
aspect of our operation fails to meet the relevant requirements. If we fail in the tender process, we may
face difficulties in maintaining the existing level of sales of our products, and we may find it difficult to
sell our product candidates (upon commercialization) and our revenue may decline, materially adversely
affecting our results of operations and financial condition.

The policies of centralized procurement of high-value medical consumables set by the PRC
government may cover our products in the future, and the prices of our products may experience
downward changes, which in turn may have a material adverse impact on our revenue, financial
condition and results of operation.

Since 2007, China started to adopt a centralized procurement regime in an effort to regulate prices
of medical devices through group procurement at the provincial level. In particular, in order to improve
the pricing mechanism and reduce the falsely high prices of high-value medical consumables, the General
Office of the State Council issued the Reform Plan for Governance of High-value Medical Consumables
(GRHELEE S FFEM ¥ 5 %)) (the “Reform Plan”) on July 19, 2019, exploring the classified and
centralized procurement of high-value medical consumables. For details, see “Regulatory
Overview—Laws and Regulations Relating to Administration of Medical Devices—Tender Management
for Medical Device Procurement” in this document. On November 5, 2020, Tianjin Medical Purchasing
Center implemented the first national-level centralized procurement of high-value medical devices in
China.

As of the Latest Practicable Date, our products and product candidates were not included in the
centralized procurement regime and there was generally no special tender or bidding process or price
guidance set on such products for enterprises by the PRC government. For details about our pricing
strategies, please see “Business—Sales and Marketing—Pricing” in this document. Nevertheless, there
are uncertainties whether the centralized procurement scope would be expanded in the future, resulting in
the inclusions of our products or product candidates (upon commercialization). Moreover, if any products
comparable or similar to our products were included in the centralized procurement, patients’ willingness
to use our products might be materially and adversely affected and we might be forced to change our
pricing strategy. If any or all of the foregoing were to occur, our sales revenue may decrease, which in
turn will have a material adverse impact on our financial condition and results of operation.

Downward changes in the pricing of our products may have a material adverse effect on our business
and results of operations.

In line with market practice, we expect to price our product candidates (upon commercialization)
by taking into consideration a variety of factors, including pricing guidance and centralized procurement
policies set by the government authorities, bargaining power and preferences of hospitals, prices of
similar products offered by our competitors, our operating costs and the continuous upgrades of existing
products, among others, and some of which are beyond our control:

If the PRC government issues pricing guidance for our product candidates (upon
commercialization), it may negatively affect the price at which we can sell our products and therefore
have a material adverse effect on our business and results of operations. We may also face downward
pricing pressure if our products are included in the medical insurance reimbursement list, even if such
inclusion in the medical insurance reimbursement list is expected to increase the sales volume of our
products.
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Hospitals may gain more bargaining power depending on the availability of alternative products,
demands of patients and the preferences of physicians. If certain hospitals seek to lower retail prices of

our product candidates (upon commercialization), our future profitability may be adversely affected.

Furthermore, along with our increasing efforts to promote our product candidates, as well as our
competitors’ continuous development of similar product candidates, awareness of these products is
expected to increase. More competing products may become available, which will offer alternatives for

hospitals and patients to choose.

In addition, with the development of technologies and increasing competition in the industry, we
may experience reduced pricing from our product candidates (upon commercialization), particularly
along with the launch of new products that can replace or further improve the safety and efficacy profile
of our product candidates (upon commercialization), while the manufacturing and material costs may
remain constant or increase. If we are unable to successfully introduce more advanced and/or more
profitable new products to the market, or if we fail to effectively control our operating and manufacturing
costs, our business, financial condition and results of operations could be materially and adversely
affected.

Even if we are able to commercialize any of our product candidates, our sales may be affected by the
level of medical insurance reimbursement patients receive for using our products.

The availability of governmental and private health insurance in China for treatments using our
products will influence our ability to sell our products. China has a complex medical insurance system
that is currently undergoing reform. The governmental insurance coverage or reimbursement level in
China for new procedures and the medical devices used in such procedures is subject to significant
uncertainty and varies from region to region, as local government approvals for such coverage must be
obtained in each geographic region. In addition, the PRC government may change, reduce or eliminate
the governmental insurance coverage then available for treatments using our products. Please refer to the
paragraphs headed “Regulatory Overview—Other Laws and Regulations—Laws and Regulations on
Employment and Social Security” in this document for more details. We cannot assure you that our
product candidates (upon commercialization) will be included in the medical insurance reimbursement
list at all times, if at all. To the extent that our products are not included in the medical insurance
reimbursement list or if any such insurance schemes are changed or canceled which result in any removal
of our products from medical insurance catalogue, patients may choose, and hospitals may recommend
alternative treatment methods, which would reduce demand for our products, and our sales may be
adversely impacted or not able to achieve our expected levels, which may lead to a material and adverse
effect on our business, results of operations and financial condition.

In addition, insurance companies in China tend to reimburse patients for a higher percentage of the
product cost if they use a medical device manufactured by a Chinese domestic company as opposed to an
imported device. We cannot guarantee that insurance companies will continue to adopt this favorable

policy in the future.
Moreover, we may need to lower the prices of our products in order to have them included in the

medical insurance reimbursement list, while such price cut and reimbursement may not necessarily cause
our sales to increase and our results of operations may be adversely affected.
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Risks Relating to Extensive Government Regulations

The research, development and commercialization of our product candidates are heavily regulated in
all material aspects.

We intend to focus our activities in the major market of China, and may explore market
opportunities overseas when appropriate. All jurisdictions in which we conduct or will conduct our
research, development and commercialization activities regulate these activities in great depth and
details. These geopolitical areas all have comprehensive regulation on medical devices, and in doing so
they employ broadly similar regulatory strategies, including regulation of product development,
approval, manufacturing, sales and marketing and distribution of medical devices. However, there are
differences in the regulatory regimes in different regions, which make regulatory compliance more

complex and costly for companies like us that plan to operate in each of these regions.

The process of obtaining regulatory approvals and compliance with appropriate laws and
regulations require substantial time and financial resources. Failure to comply with the applicable
requirements at any time during the product development process, approval process, or after approval,
may subject an applicant to administrative or judicial sanctions. These sanctions could include a
regulator’s refusal to approve pending applications, withdrawal of an approval, license revocation, a
clinical hold, voluntary or mandatory product recalls, product seizures, total or partial suspension of
production or distribution, injunctions, fines, refusals of government contracts, restitution, disgorgement
or civil or criminal penalties. The failure to comply with these regulations could have a material adverse

effect on our business, financial condition and prospects.

The regulatory approval processes are lengthy, expensive and inherently unpredictable.

We currently intend to market a substantial portion of our product candidates in China in the
foreseeable future. We are required to obtain the NMPA’s or its local counterpart’s approval before we can
market our product candidates in China. As the PRC government has been tightening the regulatory
control over the medical device industry in recent years, the regulatory approval process tends to take
longer to complete than before. Significant effort, expense and time are required to bring our product
candidates to market in compliance with the regulatory process, and we cannot assure you that any of our

product candidates will be approved for sale.

Before obtaining regulatory approvals for the commercial sale of any product candidates for a
target indication, we must demonstrate in preclinical studies and well-controlled clinical trials, that the
product candidate is safe and effective for use for that target indication and that the manufacturing
facilities, processes and controls are adequate. We are also required to report any serious or potentially
serious incidents involving our product candidates to the NMPA or the local counterparts. When we
submit a filing application to the NMPA, the NMPA will decide whether to accept or reject the submission
for filing. We cannot be certain that any submissions will be accepted for filing and review by the NMPA.
The NMPA may also slow down, suspend or cease review of our applications and any of these could
prolong the registration process of our product candidates. Even if regulatory approval or clearance of our
product candidates is granted, the approval or clearance could limit the uses for which our product
candidates may be labeled and promoted, which may in turn limit the market for our product candidates.
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Furthermore, results of the regulatory approval process are unpredictable. We could fail to receive
regulatory approval for product candidates for many reasons, including: (i) failure to begin or complete
clinical trials; (ii) failure to demonstrate that a product candidate is safe and effective; (iii) failure to
deliver clinical trial results to meet the level of statistical significance required for approval; (iv) data
integrity issues related to our clinical trials; (v) government authority’s disagreement with our
interpretation of data from preclinical studies or clinical trials; (vi) changes in approval policies or
regulations that render our preclinical and clinical data insufficient for approval or require us to amend
our clinical trial protocols; (vii) regulatory requests for additional analyses, reports, data, nonclinical
studies and clinical trials, or questions regarding interpretations of data and results and the emergence of
new information regarding our product candidates or other products; (viii) failure to conduct a clinical
trial in accordance with regulatory requirements or our clinical trial protocols; (ix) clinical sites,
investigators or other participants in our clinical trials deviating from a trial protocol, failing to conduct
the trial in accordance with regulatory requirements, or dropping out of a trial; and/or (x) rejection by the
relevant authorities to approve pending applications or supplements to approved applications filed by us
or suspension, revocation or withdrawal of approvals.

We are also required to obtain various governmental approvals in the relevant jurisdictions if we
determine to sell our product candidates in international markets. Regulatory authorities outside of China
also have requirements for approval of medical devices for commercial sale with which we must comply
prior to marketing in those areas. Foreign regulations may vary from jurisdiction to jurisdiction and may
be different from PRC regulations and NMPA requirements, and therefore could delay or prevent the
introduction of our product candidates in those areas. Approval processes vary among jurisdictions and
can involve additional product testing and validation and additional administrative review periods, and
obtaining regulatory approval in one jurisdiction does not mean that regulatory approval will be obtained
in any other jurisdiction. Additional time, efforts and expenses may be required to bring our product
candidates to international markets in compliance with different regulatory processes.

The process to obtain regulatory approval for medical device product candidates is long, complex
and costly both inside and outside China. Even if our product candidates were to successfully obtain
approval from the regulatory authorities, any approval might significantly limit the approved indications
for use, or require that precautions, contraindications or warnings be included on the product labeling, or
require expensive and time-consuming post-approval clinical trials or surveillance as conditions of
approval. Following an approval for commercial sale of our product candidates, certain changes to the
product, such as changes in manufacturing processes and additional labeling claims, may be subject to
additional review and approval by the NMPA and/or comparable regulatory authorities. Regulatory
approvals for any of our product candidates may also be withdrawn.

Undesirable adverse events related to our products and product candidates could interrupt, delay or
halt clinical trials, delay or prevent regulatory approval, limit the commercial profile of an approved
production label, or result in significant negative consequences following any regulatory approval
such as regulatory disciplines and other liabilities.

Some of our product candidates are still considered as emerging and relatively novel therapeutics
in China. Undesirable side effects caused by our product candidates could (i) cause us or regulatory
authorities to interrupt, delay or halt clinical trials; (ii) affect patient recruitment or the ability of enrolled
patients to complete the trial; (iii) adversely impact our ability to obtain regulatory approval in China and
other jurisdictions including result in a more restrictive label on our product candidates, and/or (iv)
subject us to substantial damages and liabilities. By their nature, clinical trials only assess a sample of the
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potential patient population. Side effects may only be uncovered when a significantly larger number of
patients is exposed to the products. If undesirable side effects caused by our product candidates are
identified after we receive regulatory approval for such product candidates, a number of potentially
significant negative consequences could follow, including, among others:

° the relevant products may be recalled, withdrawn or seized;
° regulatory authorities may withdraw or limit their approval of our product candidates;
° we may be required to change the way our products are distributed or administered, conduct

additional clinical trials, change the labeling or add additional warnings on the labeling of
such products;

° we may be required to develop risk evaluation and mitigation measures for the products, or
if risk evaluation and mitigation measures are already in place, to incorporate additional
requirements under the risk evaluation and mitigation measures;

° we may be subject to regulatory investigations and government enforcement actions;

° we may be required to suspend marketing or remove relevant products from the
marketplace;

° a severe decrease in the demand for, and sales of, the relevant products;

° we could be sued and held liable for injury caused to individuals using our products; and

° our reputation, business and prospects may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance of the
particular products, and could harm our reputation, business, financial condition and prospects
significantly.

We or parties on whom we rely on may fail to maintain or renew the necessary permits, licenses and
certificates required for the development and production of our product candidates.

We are required to obtain, maintain and renew various permits, licenses and certificates to develop,
produce, promote and sell our products, including but not limited to the Registration Certificate for
Medical Device (5592 25t 5 E 1 35) and the Medical Device Production License (55J5 &5 bl 2E & 51 0] #5).
For details, please refer to the paragraphs headed “Regulatory Overview—Laws and Regulations
Relating to Administration of Medical Devices” in this document. Furthermore, third parties, such as
research institutions, distributors and suppliers on whom we may rely to develop, produce, promote, sell
and distribute our products, may be subject to similar requirements. We and third parties on whom we rely
may be also subject to regular inspections, examinations, inquiries or audits by regulatory authorities,
and an adverse outcome of such inspections, examinations, inquiries or audits may result in the loss or
non-renewal of the relevant permits, licenses and certificates. Moreover, the criteria used in reviewing
applications for, or renewals of permits, licenses and certificates may change from time to time, and there
can be no assurance that we or the third parties on whom we rely will be able to meet new criteria that may
be imposed to obtain or renew the necessary permits, licenses and certificates. Many of such permits,
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licenses and certificates are material to the operation of our business, and if we or parties on whom we
rely fail to maintain or renew material permits, licenses and certificates, our ability to conduct our
business could be materially impaired. Furthermore, if the interpretation or implementation of existing
laws and regulations change, or new regulations come into effect, requiring us or parties on whom we rely
to obtain any additional permits, licenses or certificates that were previously not required to operate our
business, there can be no assurance that we or parties on whom we rely will successfully obtain such

permits, licenses or certificates in a timely manner or at all.

We may not be able to comply with ongoing regulatory obligations which may result in withdrawal of

approvals of our products.

Our products will be subject to ongoing or additional regulatory requirements with respect to
manufacturing, labeling, packaging, storage, advertising, promotion, sampling, record-keeping, conduct
of post-market studies, submission of safety, efficacy, and other post-market information, and other
requirements of regulatory authorities in China and other jurisdictions where we market or sell our
products. As such, we will be subject to continual review and inspections by the regulators in order to
assess our compliance with applicable laws and requirements and adherence to commitments we made in

any application materials with the NMPA or other authorities.

Any approvals that we receive for our product candidates may be subject to other conditions which
may require potentially costly post-marketing testing and surveillance to monitor the safety and efficacy
of our product candidates. Such limitations and conditions could adversely affect the commercial

potential of our future approved products.

The NMPA or comparable regulatory authorities may seek to impose a consent decree or withdraw
marketing approval if we fail to maintain compliance with these ongoing or additional regulatory
requirements or if problems occur after the product reaches the market. Later discovery of previously
unknown problems with our product candidates or with our manufacturing processes may result in
revisions to the approved labeling or requirements to add new safety information; imposition of
post-market studies or clinical studies to assess new safety risks; or imposition of distribution restrictions
or other restrictions. Other potential consequences include, among other things:

° restrictions on the marketing or manufacturing of our products, withdrawal of the product
from the market, or voluntary or mandatory product recalls;

° fines or warning letters, or holds on clinical trials;
° refusal by the NMPA or comparable regulatory authorities to approve pending applications
or supplements to approved applications filed by us or suspension or revocation of license

approvals or withdrawal of approvals;

° product seizure or detention, or refusal to permit the import or export of our products and

pipeline products; and/or

° injunction or the imposition of civil or criminal penalties.
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We cannot predict the likelihood, nature or extent of governmental policies or regulations that may
arise from future legislation or administrative actions in China or abroad, where the regulatory
environment is constantly evolving. If we are slow or unable to adapt to changes in existing requirements
or the adoption of new requirements or policies, or if we are unable to maintain regulatory compliance,
we may lose any regulatory approval that we have obtained and we may not achieve or sustain

profitability.
Changes in regulatory requirements may adversely affect our business.

In China and some other jurisdictions, a number of legislative and regulatory changes and
proposed changes regarding healthcare could prevent or delay regulatory approval of our product
candidates, restrict or regulate post-approval activities and affect our ability to profitably sell our
products and any product candidates for which we obtain regulatory approval. In recent years, there have
been and will likely continue to be efforts to enact administrative or legislative changes to healthcare laws
and policies, including measures which may result in more rigorous coverage criteria and downward
pressure on the price that we receive for any approved product. The implementation of cost containment
measures or other healthcare reforms may prevent us from being able to commercialize our products and

generate revenue.

We cannot be sure whether additional legislative changes will be enacted, or whether NMPA
regulations, guidance or interpretations will be changed, or what the impact of such changes on the
regulatory approvals of our product candidates, if any, may be. For example, on February 9, 2021, the
amended Regulation for Supervision and Administration of Medical Devices (B He#s bi s B & AR KD )
(the “Amended Medical Device Regulations”) was released by the State Council of the People’s
Republic of China, which went into effect on June 1, 2021. As a medical device company, after the
effectiveness of the Amended Medical Device Regulations, the requirements of clinical trial, sales and
regulation would be changed. To be specific, the Amended Medical Device Regulations adopts a
nationwide marketing authorization holder (“MAH”) system for medical devices and makes clear that the
medical device MAH is responsible for the safety and efficacy of the device throughout its whole life

cycle.

The implementation status of the “Two-Invoice System” for medical consumables may have material
impact on our business.

In July 2019, the General Office of the State Council issued the Circular on High-value Medical
Consumables (CIHHLEHE FFEM L7 %)), which encouraged local governments to adopt the
“Two-Invoice System” for high-value medical consumables. The “Two-Invoice System” refers to a
mechanism where only up to two invoices are issued along the chain of distribution process, with one
invoice issued by the manufacturer to the distributor, and the other issued by the distributor to the
hospitals and other medical service providers. The “Two-Invoices System” aims to eliminate the multiple
layers of distributors involved in the process, to streamline the procurement and distribution process, and
to ensure more transparent prices for pharmaceuticals and medical consumables. For details, see
“Regulatory Overview—Laws and Regulations Relating to Administration of Medical Devices— ‘Two

Invoice System’ (i 5% 1fill) for Medical Devices” in this document.
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According to our PRC Legal Adviser, the progress of implementation of the “Two-Invoice System”
for medical consumables varies in different provinces, autonomous regions and municipalities
(collectively, “provinces”) in China, and in some provinces, the implementation of the “Two-Invoice
System” for medical consumables was not mandatory as at the Latest Practicable Date. To date, no local
competent authorities of the provinces in which our products were sold during the Track Record Period
and up to the Latest Practicable Date has taken the position that the “Two-Invoice System” applies to our
products. For details, see “Business—Sales and Marketing—Our Sales and Distribution
Arrangements—Management of our Distribution Network—Implication of and Compliance with the

EED)

‘Two-Invoice System’” in this document.

As the implementation of the “Two-Invoice System” is still at an early stage, and the interpretation
and enforcement of such system in the medical device industry are evolving and subject to uncertainty,
we cannot predict how the implementation and enforcement will evolve in different provinces in China,
or whether and how that will affect our business and results of operations in the future. In addition,
although we could enter into supplemental agreements with our distributors, in order to ensure that the
distributors will resell our products directly to hospitals, we cannot assure you that all our distributors are
willing to enter into such supplemental agreements with us; even if they are, we cannot assure you that
they will not breach such contractual obligations. If any of our distributors, without our permission, sell
our products to sub-distributors in violation of the relevant laws and regulations related to the
“Two-Invoice System”, we might be exposed to certain legal consequences.

Risks Relating to Manufacture and Supply of Our Products and Product Candidates

The manufacture of our products and product candidates is highly complex and subject to strict quality
controls. Our business could suffer if our products or product candidates are not produced in
compliance with all the applicable quality standards.

The manufacture of many of our products and product candidates is highly complex and subject to
strict quality controls. We have established a quality control and assurance system and adopted
standardized operating procedures in order to prevent quality issues with respect to our products and
product candidates and operation processes. For further details of our quality control and assurance
system, please refer to the paragraphs headed “Business—Quality Control” in this document.

Despite our quality control and assurance system and procedures, we cannot eliminate the risk of
product defects or failure. Problems can arise during the manufacturing process for a number of reasons,
including equipment malfunction, failure to follow protocols and procedures, defects or other issues in
raw material, or human error. Furthermore, if contaminants are discovered in our product candidates or in
our manufacturing facilities, we may need to close our manufacturing facilities for an extended period of
time to investigate and remedy the contamination. In addition, stability failures and other issues relating
to the manufacture of our product candidates could occur in the future. Although closely managed,
disruptions can also occur during the implementation of new equipment and systems to replace aging
equipment, as well as during production line transfers and expansions.

Failure of our products and product candidates to meet the requirements of the NMPA or other
applicable regulatory authorities or our internal quality standard could result in patient injury or death,
product recalls, safety alerts or withdrawals, license revocation or regulatory fines, product liabilities
claims or other negative effects that could seriously harm our reputation, business and results of
operations.
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We mainly rely on our two production facilities in Shanghai and Ningbo for the manufacturing of our
products and product candidates; any disruptions to the operation of our production facilities could

materially adversely affect our business, financial condition and results of operations.

We manufacture, assemble and test our products at our two production facilities in Shanghai and
Ningbo. For details, see “Business—Our Production Facilities and Processes—Production Facilities” in
this document. The operation of our production facilities may be substantially interrupted due to a
number of factors, many of which are outside of our control, including but not limited to fires, floods,
earthquakes, power outages, fuel shortages, mechanical breakdowns, terrorist attacks and wars, loss of
licenses, certifications and permits, changes in governmental planning for the land underlying these

facilities, and regulatory changes.

If the operation of any of our production facilities is substantially disrupted, we may not be able to
replace the equipment at such facilities, or use a different facility to continue production in a timely and
cost-effective manner. As a result, we may fail to fulfill contract obligations or meet market demand for

our products, and our business, revenue and profitability could be materially adversely affected.

We may be exposed to potential product liability claims, and our insurance coverage may be inadequate

to protect us from all the liabilities we may incur.

Most of our current product candidates are classified as Class III medical devices. Such
classifications represent a high risk to the human body and requires a high level of supervision to ensure
safety and effectiveness. We may be subject to product liability claims if our products have quality issues.
For example, we may be sued if our product candidates are perceived to cause injury or are found to be
otherwise unsuitable during clinical testing and manufacturing. Any such product liability claims may
include allegations of defects in design, component failure, manufacturing error, a failure to warn of

dangers inherent in the medical device product, negligence or strict liability.

Further, we cannot ensure that physicians will strictly and accurately follow our instructions on the
proper usage of our products and product candidates. If our product or product candidates are used
incorrectly by physicians, injury may result, which could require review and corrective action by the

manufacturer or even give rise to product liability claims against us.

Should there occur any mis-diagnosis or faulty management of patients involving the use of our
products including the Core Products, we may be held liable under certain circumstances, either during or
after clinical development stage. According to our PRC Legal Adviser, there are mainly three

circumstances in which we may be liable:
° if a patient gets injured due to the fault or operating error of the medical personnel during
the process of diagnosis and treatment, the medical institute is liable for all damages and

compensation arising therefrom;

° if a patient’s injury is due to the inherent product defect of our products, we may be held

liable for the patient’s damages; and
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° if a patient’s injury is caused by both the operating errors of the medical personnel and the
inherent product defects, the medical institution and us may be jointly and severally liable.
If the percentage of fault can be determined between the infringing parties, each of them
will be ultimately liable for an amount equivalent to their corresponding fault. If the
percentage of fault can not be determined, then each of the infringing parties bears the

liability equally.

Any serious failures or defects could cause us to withdraw or recall products, and subject us to
product liabilities, which may damage our brand name and may have a material adverse effect on our
business, financial condition, results of operations and prospects. During the Track Record Period and up
to the Latest Practicable Date, we had not experienced any material customer complaint or product return

from customers.

We have purchased insurance for our clinical trials as required by applicable laws and regulations.
However, the coverage of such insurance policies may not be broad enough or the indemnifiable amount
may not be sufficient to cover all of our losses incurred by the relevant product liabilities. Pursuant to the
applicable PRC laws and regulations, in the event a trial subject suffers from personal injuries or death in
relation to a clinical trial conducted for a medical device, the sponsor for the clinical trial could be found
liable for the relevant damages regardless of whether the relevant medical device was defective or not. We
may incur significant liabilities for any such event occurred in the clinical trials for our product
candidates. In this regard, if we cannot successfully defend ourselves against, obtain indemnification
from our collaborators for product liability claims, or acquire sufficient product liability insurance at an
acceptable cost, we may incur substantial liabilities or be required to limit commercialization of our
product candidates, and our business, financial condition, results of operations and prospects may be

materially and adversely affected.

If we fail to increase our production capacity as planned, our business prospects could be materially

and adversely affected.

To increase our production capacity in anticipation of our commercialization of a few product
candidates (after obtaining the approval), we plan to expand our manufacturing capacity in our
production facilities. Changes in the manufacturing process or procedure, require prior review by
regulatory authorities and/or approval of the manufacturing process and procedures in accordance with
applicable requirements. Companies manufacturing medical devices in China are required to obtain
permits and licenses issued by various government authorities, including but not limited to the medical
device production permit (2§ #% #5 B AE 2 5 7] # ) and the medical device operation permit (%5 % #5 i 28 &
#FAE¥) if such manufacturing companies store and sell medical devices in places other than their
domiciles and the places of production of medical devices. Such permits, licenses and certificates are
subject to periodic reviews and renewals by the relevant government authorities, and the standards of
such reviews and renewals may change from time to time. There can be no assurance that the relevant
authorities will approve our applications in the future. Any failure by us to obtain, maintain or renew the
necessary permits, licenses and certificates could disrupt our business, which in turn may have a material

adverse effect on our business and operating results.
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Other than the risks relating to application of requisite licenses and permits, we could also face
other risks in implementing our commercial manufacturing plan, including construction delays, failure to
adopt new manufacturing techniques, implement effective quality control, recruit a sufficient number of
qualified staff to support the increase in production capacity, or engage qualified subcontractors with
sufficient manufacturing capacity in a cost-effective manner and on terms acceptable to us. Given the
complexity of our product candidates, competition for qualified manufacturing staff is intense. New
manufacturing staff are generally required to undergo sufficient training before they can commence work
on our production lines. In addition, in the event of any significant increase in market demand, we may
not be able to find sufficient external subcontractors to help produce our products, and even if we could
engage third parties to produce a portion of our products, we would be exposed to the risks that the third
parties may not manufacture products meeting our specifications or in sufficient volumes to meet market
demand. Therefore, we cannot assure you that we will be able to establish or increase our commercial
manufacturing capacity, develop advanced manufacturing techniques, process controls in the manner we
contemplate, recruit a sufficient number of qualified manufacturing staff, or engage qualified
subcontractors with sufficient production capacity, or at all. In the event of any aforementioned failure,
we may not be able to capture the expected growth in demand for our products, which could materially
and adversely affect our business prospects. Moreover, our plans to establish and increase our
commercial manufacturing capacity require significant capital investment, and the actual costs of our
commercial manufacturing plan may exceed our original estimates, which could materially and adversely

affect the realization of expected return on our expenditures.

We rely on a limited number of suppliers, and may not be able to secure a stable supply of qualified raw
materials at all times or at all.

We rely on a limited number of third-party suppliers to supply key raw materials used in the
research, development and manufacturing of our products and product candidates for reasons of quality
assurance, cost effectiveness, availability, or constraints resulting from regulatory requirements. In 2020,
2021 and the four months ended April 30, 2022, purchase from our five largest suppliers accounted for
approximately 31.6%, 24.3% and 10.1% for our total purchases, respectively. We cannot assure you that
we will be able to secure a stable supply of qualified raw materials at all times going forward, even
though we believe we have built up stable relationships with our existing suppliers. We cannot assure you
that we will be able to identify an alternative qualified supplier in a timely manner or at all, in the event
any of our existing suppliers terminate their contracts with us or are no longer qualified.

Some of our suppliers are located outside China, therefore trade or regulatory embargoes imposed
by foreign countries or China could result in delays or shortages of our raw materials. If we are forced to
purchase raw materials from domestic suppliers whose prices are higher than those offered by foreign
suppliers, our costs will increase and our business could be harmed. Furthermore, general economic
conditions could also adversely affect the financial viability of our suppliers, resulting in their inability to
provide materials and components used in the manufacture of our products. In addition, due to the
rigorous regulations and requirements of the NMPA and/or foreign regulatory authorities regarding the
manufacture of our products (including the need for approval of any change in supply arrangements), we
may have difficulty establishing additional or replacement sources in a timely manner or at all if the need
arises. Any change in suppliers could require significant effort or investment in circumstances where the
items supplied are integral to product performance or incorporate unique technology, and the loss of
existing supply contracts could have a material adverse effect on us.
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An increase in the market price of our raw materials and components may adversely affect our
financial position.

Our production processes require substantial amounts of raw materials and components, some of
which may be susceptible to fluctuations in price and availability. Significant fluctuations in raw material
and component prices and availability will have a direct and negative impact on our financial position.
During the Track Record Period, our raw materials were generally available and sufficient for our
demands, and their prices from our suppliers were generally stable. However, we cannot assure you that
such situation will continue in the future. The prices of our raw materials may be affected by a number of
factors, including market supply and demand, the PRC or international environmental and regulatory
requirements, natural disasters such as fires, outbreak of epidemics or diseases such as COVID-19 and
the PRC and global economic conditions. A significant increase in the costs of raw materials may
increase our costs and negatively affect our financial position and, more generally, our business, financial
conditions, results of operation and prospects. In addition, as we rely on certain overseas suppliers for
some of our raw materials and components, any changes on the tariff policies, trade restrictions or
barriers may adversely affect our business.

Failure to manage our inventory effectively would materially and adversely affect our financial
condition and results of operations.

To manage our development progress appropriately and operate our business successfully, we need
to manage our inventory for our product candidates effectively to ensure immediate delivery for clinical
trial use when required. Our inventory consists of raw materials, work in progress, finished goods and
goods shipped in transit. We regularly monitor our inventory to reduce the risk of overstocking and
damages. We physically check and count all inventory twice a year to identify materials that are damaged,
expired to soon-to-be expired. In particular, as our product candidates are highly exacting and complex
medical devices, the inventories of our product candidates are exposed to risks associated with damages
from outside environment such as accidental drop and squeeze. Although we have regularly checked and
recorded the relevant statistics of our inventory of product candidates, we cannot assure you that such
inventory will not be damaged or impaired, as our storage may encounter unforeseeable events including
fires, floods, earthquakes, power outages, fuel shortages, mechanical breakdowns and other man-made or
natural calamities. If our inventory of product candidates are damaged or impaired, our progress of
clinical trials may be delayed, which in turn will have an adverse effect on our business and results of
operation.

Risks Relating to Our Intellectual Property Rights

Failure to adequately protect our intellectual property rights may adversely affect our reputation and
disrupt our business.

Filing, prosecuting, maintaining and defending patents on products and product candidates in all
countries throughout the world could be prohibitively expensive for us, and our intellectual property
rights in some countries can have a different scope and strength from those in some other countries. In
addition, the laws of certain countries do not protect intellectual property rights to the same extent as the
laws of certain other countries do. Consequently, we may not be able to prevent third parties from
practicing our inventions in all countries, or from selling or importing medical products made using our
inventions in and into certain jurisdictions. Competitors may use our technologies in jurisdictions where
we have not obtained patent protection to develop their own products and further, may export otherwise
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infringing products to certain jurisdictions where we have patent protection but where enforcement rights
are not as strong as those in certain other countries. These products may compete with our products and
product candidates and our patent rights or other intellectual property rights may not be effective or
adequate to prevent them from competing.

Our success depends, in part, on our ability to protect our proprietary technologies. We have built
an intellectual property portfolio in China and other overseas jurisdictions to protect our technologies,
inventions and know-how and ensure our future success with commercializing our products. As of the
Latest Practicable Date, we owned 107 registered patents and 41 pending patent applications in China and
overseas. For more details, see “Business—Intellectual Property Rights” in this document. Due to the
different regulatory bodies and varying requirements in these jurisdictions, we cannot assure you that we
will be able to obtain patent protection for all or any aspects of our products in all or any of these
jurisdictions. The process of seeking patent protection can be lengthy and expensive, and we cannot
assure you that our patent applications will result in patents being issued, or that our existing or future
issued patents will be sufficient to provide us with meaningful protection or commercial advantage. Since
many of our current or potential competitors have substantial resources and have made substantial
investments in competing technologies, we cannot assure you that they do not have, and will not obtain,
patents that will prevent, limit or interfere with our ability to make, use or sell our products in either
China or abroad. In addition, if we are unsuccessful in obtaining trademark protection for our primary
brands, we may be required to change our brand names, which could materially adversely affect our
business. Moreover, as our products mature, our reliance on our trademarks to differentiate us from our
competitors will increase, and as a result, if we are unable to prevent third parties from adopting,
registering or using trademarks and trade dress that infringe, dilute or otherwise violate our trademark
rights, our business could be materially adversely affected.

We may not prevail in any lawsuits that we initiate and the damages or other remedies awarded, if
any, may not be commercially meaningful. Accordingly, our efforts to enforce our intellectual property
rights around the world may be inadequate to obtain a significant commercial advantage from the
intellectual property that we develop.

We may become involved in lawsuits to protect or enforce our intellectual property, which could be
expensive, time consuming and unsuccessful. Our patent rights relating to our products and product
candidates could be found invalid or unenforceable if being challenged in court or before the CNIPA
or courts or related intellectual property agencies in other jurisdictions.

Competitors may infringe our patent rights or misappropriate or otherwise violate our intellectual
property rights. To counter infringement or unauthorized use, litigation may be necessary in the future to
enforce or defend our intellectual property rights, to protect our trade secrets or to determine the validity
and scope of our own intellectual property rights or the proprietary rights of others. This can be expensive
and time consuming. Any claims that we assert against perceived infringers could also provoke these
parties to assert counterclaims against us alleging that we infringe their intellectual property rights. Many
of our current and potential competitors have the ability to dedicate substantially greater resources to
enforce and/or defend their intellectual property rights than we can. Accordingly, despite our efforts, we
may not be able to prevent third parties from infringing upon or misappropriating our intellectual
property. An adverse result in any litigation proceeding could put our patents, as well as any patents that
may issue in the future from our pending patent applications, at risk of being invalidated, held
unenforceable or interpreted narrowly. Furthermore, because of the substantial amount of discovery
required in connection with intellectual property litigation, some of our confidential information could be
compromised by disclosure during this type of litigation.
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Defendant counterclaims alleging invalidity or unenforceability are commonplace, a third party
can assert invalidity or unenforceability of a patent on numerous grounds. Third parties may also raise
similar claims before administrative bodies in China or abroad, even outside the context of litigation.
Such proceedings could result in revocation or amendment to our patents in such a way that they no
longer cover and protect our products or product candidates. The outcome following legal assertions of
invalidity and unenforceability is unpredictable. With respect to the validity of our patents, for example,
we, our patent counsel, and the patent examiners could be unaware of invalidating prior art during
prosecution. If a defendant were to prevail on a legal assertion of invalidity and/or unenforceability, we
would lose at least part, and perhaps all, of the patent protection on our products or product candidates.
Such a loss of patent protection could have a material adverse impact on our business.

Obtaining and maintaining our patent protection depends on compliance with various procedures,
document submission, fee payment, and other requirements imposed by governmental patent agencies,
and our patent protection could be reduced or eliminated for non-compliance with these requirements.

Periodic maintenance fees on any issued patent are due to be paid to the CNIPA and other patent
agencies in several stages over the lifetime of the patent. The CNIPA and various governmental patent
agencies require compliance with a number of procedural, documentary, fee payment, and other similar
provisions during the patent application process. Although an inadvertent lapse can in many cases be
cured by payment of a late fee or by other means in accordance with the applicable rules, non-compliance
can result in abandonment or lapse of the patent or patent application, resulting in partial or complete loss
of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment or
lapse of a patent or patent application include failure to respond to official actions within prescribed time
limits, non-payment of fees, and failure to properly legalize and submit formal documents. In any such
event, our competitors might be able to enter the market, which would have a material adverse effect on
our business.

Changes in patent law could diminish the value of patents in general, thereby impairing our ability to
protect our product candidates.

Depending on decisions by the National People’s Congress of the PRC (the “NPC”) and the
CNIPA, the laws and regulations governing patents could change in unpredictable ways that would
weaken our ability to obtain new patents or to enforce our existing patents and patents that we might
obtain in the future. There could be similar changes in the laws of other jurisdictions that may impact the
value of our patent rights or our other intellectual property rights. In addition to increasing uncertainty
with regard to our ability to obtain patents in the future, this combination of events has created
uncertainty with respect to the value of patents once obtained, if any.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive
position would be harmed. We may be subject to claims that our employees have wrongfully used or
disclosed alleged trade secrets of their former employers.

In addition to our issued patent and pending patent applications, we rely on trade secrets, including
unpatented know-how, technology and other proprietary information, to maintain our competitive
position and to protect our product candidates. We seek to protect these trade secrets, in part, by entering
into non-disclosure and confidentiality agreements or include such undertakings in the agreement with
parties that have access to them, such as our employees, corporate collaborators and other third parties.
We also enter into employment agreements with our employees that include undertakings regarding
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assignment of inventions and discoveries. However, non-disclosure agreements with employees,
contractors and other parties may not adequately prevent disclosures of our trade secrets and other
proprietary information. Any of these parties may breach such agreements and disclose our proprietary
information, and we may not be able to obtain adequate remedies for such breaches. Enforcing a claim
that a party illegally disclosed or misappropriated a trade secret can be difficult, expensive and
time-consuming, and the outcome is unpredictable. If any of our trade secrets were lawfully obtained or
independently developed by a competitor, we would have no right to prevent them from using that
technology or information to compete with us and our competitive position would be harmed.

Furthermore, some of our employees, including our senior management, were previously
employed at other medical device companies, including our competitors or potential competitors. Some
of these employees may have executed proprietary rights, non-disclosure and non-competition
agreements in connection with such previous employment. Although we try to ensure that our employees
do not use the proprietary information or know-how of others in their work for us, we may be subject to
claims that we or these employees have used or disclosed intellectual property, including trade secrets or
other proprietary information, of any such employee’s former employer. We are not aware of any material
threatened or pending claims related to these matters or concerning the agreements with our senior
management, but in the future litigation may be necessary to defend against such claims. If we fail in
defending any such claims, in addition to paying monetary damages, we may lose valuable intellectual
property rights or personnel. Even if we are successful in defending against such claims, litigation could
result in substantial costs and be a distraction to management.

In addition, while we typically require our employees, and contractors involved in our research and
development activities to execute agreements assigning all intellectual property rights to us, we may be
unsuccessful in enforcing such an agreement with each party who in fact develops intellectual property
that we regard as our own, which may result in claims by or against us related to the ownership of such
intellectual property. If we fail in prosecuting or defending any such claims, in addition to paying
monetary damages, we may lose valuable intellectual property rights. Even if we are successful in
prosecuting or defending against such claims, litigation could result in substantial costs and be a
distraction to our management and scientific personnel.

If our trademarks and trade names are not adequately protected, then we may not be able to build name
recognition in our markets of interest and our business may be adversely affected.

We currently hold issued trademark registrations and have trademark applications pending, any of
which may be the subject of a governmental or third-party objection, which could prevent the registration
or maintenance of the same. If we are unsuccessful in obtaining trademark protection for our primary
brands, we may be required to change our brand names, which could materially adversely affect our
business. Moreover, as our products mature, our reliance on our trademarks to differentiate us from our
competitors will increase, and as a result, if we are unable to prevent third parties from adopting,
registering or using trademarks and trade dress that infringe, dilute or otherwise violate our trademark
rights, or engaging in conduct that constitutes unfair competition, defamation or other violation of our
rights, our business could be materially adversely affected.

Our trademarks or trade names may be challenged, infringed, circumvented or declared generic or
determined to be infringing on other marks. We may not be able to protect our rights to these trademarks
and trade names, which we need to build name recognition among potential partners or customers in our
markets of interest. At times, competitors or other third parties may adopt trade names or trademarks
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similar to ours, thereby impeding our ability to build brand identity and possibly leading to market
confusion. In addition, there could be potential trade name or trademark infringement claims brought by
owners of other registered trademarks or trademarks that incorporate variations of our registered or
unregistered trademarks or trade names. Over the long term, if we are unable to establish name
recognition based on our trademarks and trade names, then we may not be able to compete effectively and
our business may be adversely affected. Our efforts to enforce or protect our proprietary rights related to
trademarks, trade secrets, domain names, copyrights or other intellectual property may be ineffective and
could result in substantial costs and diversion of resources and could adversely affect our business,
financial condition, results of operations and prospects.

RISKS RELATING TO OUR FINANCIAL POSITION AND NEED FOR ADDITIONAL CAPITAL
Our current revenue is generated from sales of a limited number of medical consumables.

During the Track Record Period, the sales of certain medical consumables, such as the Pulmonary
Nodule Localization Needle and the Laparoscopic Single Port Multi-Channel Access Platform,
contributed to a majority of our revenue. Prior to our successful commercialization of our cryotherapy
devices, we expect to continue to derive all of our revenue from sales of medical consumables in the near
future. Continued market acceptance and demand for these medical consumables are thus critical to our
revenue in the near future. If we are unable to manufacture or sell these products due to commercial,
regulatory, intellectual property or any other reasons, or if demand for these products is reduced due to
the ever increasing competition or advances in alternative products, our revenue would significantly
decline.

We had net cash outflows from our operating activities during the Track Record Period and we will
need to obtain additional financing to fund our operations. Failure to obtain financing may materially
affect the development of our product candidates and the commercialization of our approved products.

Our product candidates will require completion of clinical development, regulatory review and
significant marketing efforts which require substantial investment before we can commercialize the
future approved products and generate revenue. Since our inception, we have invested a significant
portion of our financial resources in the development of our product candidates. We had net cash outflows
from our operating activities of RMB34.2 million, RMB62.5 million and RMB27.1 million in 2020, 2021
and the four months ended April 30, 2022, respectively. Whether we can generate profit from our
operating activities largely depends on the successful commercialization of our future product
candidates, and we cannot assure you that we will be able to generate positive cash flows in the future.

We expect to continue to spend substantial amounts of capital on conducting research and
development activities, advancing the clinical development of our product candidates and
commercializing our products upon approval. However, our existing capital resources may not be
sufficient for us to complete all of our planned development and commercialization of our current product
candidates for the anticipated indications and to initiate and conduct additional product development
programs. Accordingly, we will need further funding through public or private offerings, debt financing
and/or other sources. We cannot assure you that we will be able to secure sufficient financial resources to
support our operations. Our future funding requirements will depend on many factors, including:

° the progress, timing, scope, costs and outcome of our clinical trials, including the ability to

timely enroll patients in our planned and potential future clinical trials and the completion
of clinical trials;
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° the outcome, timing and cost of regulatory approvals of our product candidates;

° the cost of filing, prosecuting, defending and enforcing any patent claims, trade secret and

other intellectual property rights;

° the cost and timing of development and completion of commercial-scale manufacturing
activities;
° selling and marketing costs associated with our existing or future product candidates,

including the cost and timing of building up and expanding our sales and marketing team;

° cash requirements of any future acquisitions and/or the development of other product
candidates;
° the terms and timing of any potential future collaborations, licensing or other arrangements

that we may establish; and/or

° our headcount growth and associated costs.

We cannot assure you that we will have sufficient financing from other sources to fund our
operations. Even if we resort to other financing activities, we may not able to obtain the financing on
terms acceptable to us, or at all, including financing costs and other commercial terms. If we are unable
to raise capital when needed or on acceptable terms, we would be forced to delay, reduce or eliminate our
research and development programs or future commercialization efforts, which may materially and

adversely affect our continued business operations.

We have historically received government grants for our R&D activities and we may not receive such

grants in the future.

We have historically received government grants for certain of our product development projects.
For 2020, 2021 and the four months ended April 30, 2022, we recognized government grants income of
RMB3.6 million, RMB1.3 million and RMB2.7 million, respectively. For further details of our
government grants, please refer to the section headed “Financial Information—Description of Selected
Components of Statements of Profit or Loss and Other Comprehensive Income—Other Income and
Gains” in this document. Our eligibility for government grants depends on a variety of factors, including
the assessment of our improvement on existing technologies, relevant government policies, the
availability of funding at different granting authorities and the research and development progress made
by other peer companies. In addition, the policies according to which we historically received
government grants may be changed or halted by the relevant government entities at their sole discretion.
There is no assurance that we will continue to receive such government grants or receive similar level of

government grants, or at all, in the future.
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Raising additional capital may cause dilution to our Shareholders, restrict our operations or require

us to relinquish rights to our technologies or product candidates.

We may seek additional funding through equity offerings, debt financings and/or other sources. If
we raise additional capital through the sale of equity or convertible debt securities, your ownership
interest will be diluted, and the terms may include liquidation or other preferences that adversely affect
your rights as a holder of our Shares. The incurrence of additional indebtedness or the issuance of certain
equity securities could result in increased fixed payment obligations and could also result in certain
additional restrictive covenants, such as limitations on our ability to incur additional debt or issue
additional equity, limitations on our ability to acquire or license intellectual property rights and other
operating restrictions that could adversely impact our ability to conduct our business. In addition,
issuance of additional equity securities, or the possibility of such issuance, may cause the [REDACTED]
of our Shares to decline. In the event that we enter into collaborations or licensing arrangements in order
to raise capital, we may be required to accept unfavorable terms, including relinquishing or licensing to
a third party on unfavorable terms our rights to technologies or product candidates that we otherwise
would seek to develop or commercialize ourselves or potentially reserve for future potential

arrangements when we might be able to achieve more favorable terms.

Share-based payment may cause shareholding dilution to our existing Shareholders and have a
material and adverse effect on our financial performance.

We adopted employee incentive schemes for the benefit of our employees (including directors) as
remuneration for their services provided to us to incentivize and reward the eligible persons who have
contributed to the success of our Company. For details, please refer to the paragraphs headed “History,
Development and Corporate Structure—Employee Incentive Platforms” in this document. During 2020,
2021 and the four months ended April 30, 2022, we incurred equity-settled share award expense of
RMB112.3 million, RMB17.8 million and RMB6.8 million, respectively. To further incentivize our
employees to contribute to us, we may grant additional share-based payments in the future. Issuance of
additional Shares with respect to such share-based payments may dilute the shareholding percentage of
our existing Shareholders. Expenses incurred with respect to such share-based payments may also
increase our operating expenses and therefore have a material and adverse effect on our financial

performance.

Future tax payments or the discontinuation of any of the preferential tax treatments currently

available to use could reduce our profitability.

During the Track Record Period, we recorded net losses, and as a result, we did not record any
income tax expenses. We may be subject to PRC enterprise income tax in the future, which could reduce
our profitability. We cannot assure you that we will continue to receive preferential tax treatment at
historical levels, or at all. There may be situations where the Company is subject to additional tax
obligations as required by related tax authorities, resulted from the Company’s trading and capital
activities. In the event that any of the preferential tax treatment currently enjoyed by us is reduced,
discontinued or withdrawn by the government authorities, or in the event that we are subject to additional

tax obligations, our results of operations and growth prospects may be materially and adversely affected.
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RISKS RELATING TO OUR OPERATIONS

Our future success depends on our ability to retain key executives and to attract, hire, retain and
motivate other qualified and highly skilled personnel.

We are highly dependent on Mr. LI Kejian, our executive Director and chairman of our Board, Mr.
ZHU Jun, our executive Director and general manager, and other management members to help us
successfully set and implement our business strategies. We do not maintain key person insurance for our
management members. However, we provide competitive salary packages and equity incentive plans for
our management members. If any of them leaves us for any reason including starting their own business
that competes with our business, our business, results of operations and prospects may be materially and
adversely affected.

The success of our business also relies on our ability to attract, hire, retain and motivate qualified
scientific, technical, clinical, manufacturing, and sales and marketing personnel, as well as other
advisers, including scientific and clinical advisers, who assist us in formulating our development and
commercialization strategies. Although we have entered into employment agreements with each of our
executives, employees, and advisers, they may terminate their agreements with us at any time. The loss of
the services of any of them could impede the achievement of our research, development and
commercialization objectives.

Furthermore, we have a strong executive team and R&D team, and other team members may
temporarily take the place of the leaving employee before we find a suitable replacement; other than that,
we do not have a particular contingency plan for unexpected departure of our key personnel. Replacing
executive officers and key employees may be difficult and may take an extended period of time because of
the limited number of individuals in our industry with the breadth of skills and experience required to
successfully develop, gain regulatory approval of and commercialize products. Competition to hire from
this limited pool is intense, and we may face difficulties for hiring and retaining talents and highly skilled
personnel from time to time as our competitors may offer more attractive salary package, higher positions
and better training opportunities to such talents. Therefore, we may be unable to hire, train, retain or
motivate these key personnel on acceptable terms given the competition among numerous medical device
companies for similar personnel. We also experience competition for the hiring of research and
development and clinical personnel from research institutions, government entities and other
organizations. As a result, we may incur additional expenses and devote significant time to recruit and
train new personnel, which could severely disrupt our business and growth. In addition, our advisers may
be engaged by our competitors and may have commitments under consulting or advisory contracts with
other entities that may limit their availability to us. If we are unable to continue to attract and retain high
quality personnel, our ability to pursue our growth strategy will be limited.

We have a limited operating history, which may make it difficult to evaluate our current business and
predict our future performance.

We have a limited operating history compared to some of our competitors. Our operations to date
have focused on business planning, raising capital, establishing our intellectual property portfolio and
conducting preclinical studies and clinical trials of our pipeline products and the commercialization of
our products. As of the Latest Practicable Date, we only had six commercialized products. A majority of
our products, including our Core Products, are still at various development stages, and we have not yet
demonstrated ability to successfully obtain regulatory approvals for any such pipeline products.
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As aresult of our limited operating history, and particularly in light of the rapidly evolving nature
of our industry, it may make it difficult to evaluate our current business and reliably predict our future
performance. Our historical results may not provide a meaningful basis for evaluating our business,
financial condition, results of operation and future prospects, and we may encounter unforeseen
expenses, difficulties, complications, delays and other known and unknown factors, and may not be able
to achieve promising results in future periods. If we cannot address these risks and overcome these
difficulties successfully, our business and prospects will suffer.

We may encounter difficulties in managing our growth and expanding our operations successfully.

As we seek to advance our product candidates through clinical trials and commercialization, and
further commercialization of approved products, we plan to continue to expand our development,
manufacturing, marketing and sales capabilities. Please refer to the paragraphs headed “Business—Our
Strategies” in this document for more details. The success of our growth strategy will depend on, among
other things, our ability to continue to innovate and develop advanced technologies in the highly
competitive medical device market in China, maintain our efficient operating model, attract and retain
skilled personnel who have the specialized skills needed to design, develop and manufacture medical
devices, obtain and maintain regulatory approvals and effectively market our products using our network
of distributors and our own sales and marketing team. However, we have limited operational,
administrative and financial resources, which may be inadequate to sustain the growth we seek to
achieve. In particular, in order to implement our growth strategy, we will need to increase our investment
in, among other things, our research and development, manufacturing facilities, marketing and other
areas of operations. If we are unable to manage our growth and expansion effectively, our business may
be adversely affected.

We face substantial competition and rapid market changes, and our competitors may discover, develop
or commercialize competing products before or more successfully than we do, or respond and adapt to
the market changes more quickly and effectively.

The development and commercialization of new medical devices is highly competitive. We face
competition primarily from other major companies focusing on the development of cryotherapy devices
worldwide, some of which currently market and sell cryotherapy devices, or are pursuing the
development of such products. Potential competitors also include government agencies, academic
institutions and other public and private research organizations that conduct research, seek patent
protection and establish collaborative arrangements for research, development, manufacturing and
commercialization.

Our business opportunities could be reduced or eliminated if our competitors develop and
commercialize products that are more effective, have fewer severe adverse events, are less expensive or
are more convenient than our product candidates. Our competitors in the global market may also apply for
marketing approvals in China or other countries for medical device products with the same intended use
as our products and product candidates. The capacity of the relevant authorities, such as the NMPA, to
concurrently review multiple marketing applications for the same type of innovative medical device may
be limited, therefore such authorities’ schedule to review our product candidates may be delayed when
our product candidates are under the authorities’ concurrent review with our competitors’ products, and
the registration process of our product may be prolonged. In addition, our competitors may obtain
approvals from the NMPA or other comparable regulatory authorities more rapidly than we do.
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We have entered into collaborations, and may establish or seek collaborations or strategic alliances or
enter into licensing arrangements in the future, and we may not realize the benefits of such
collaborations, alliances or licensing arrangements.

We believe appropriate strategic partners will play an important role for our commercialization and
help us strengthen our presence in both the domestic and global markets. We have entered into
collaboration agreements with certain hospitals, medical institutions, academic institutions, CRO and
SMO who are Independent Third Parties and may from time to time seek new strategic alliances,
collaborations, or enter into licensing arrangements with third parties that we believe will complement or
augment our development and commercialization efforts with respect to our product candidates and any
future product candidates that we may develop. However, we face competition in seeking appropriate
strategic partners and the negotiation process for the collaboration, alliances or licensing arrangements
can be time-consuming and complex, and other medical device companies may have greater resources
and potentials than us which may lead us to a disadvantageous position in competing for an ideal strategic
partner with extensive experience and abundant resources. Moreover, we may not be successful in our
efforts to establish a strategic partnership or other alternative arrangements for our product candidates
because they may deem our product candidates to be at too early of a development stage for collaborative
effort and third parties may not view our product candidates as having the requisite potential to
demonstrate safety and efficacy or commercial viability. If and when we collaborate with a third party for
the development and commercialization of a product candidate, we can expect to relinquish some or all of
the control over the future success of that product candidate to the third party. Further, collaborations
involving our product candidates are subject to numerous risks, which may include the following:

° collaborators have significant discretion in determining the efforts and resources that they
will apply to a collaboration;

° collaborators may not pursue development and commercialization of our product candidates
or may elect not to continue or renew development or commercialization programs based on
clinical trial results, or change their strategic focus due to the acquisition of competitive
products, availability of funding, or other external factors, such as a business combination
that diverts resources or creates competing priorities;

° collaborators may delay clinical trials, provide insufficient funding for a clinical trial, stop
a clinical trial, abandon a product candidate, repeat or conduct new clinical trials, or require
a new design of a product candidate for clinical testing;

° collaborators could independently develop, or develop with third parties, products that
compete directly or indirectly with our product candidates;

° a collaborator with marketing and distribution rights to one or more products may not
commit sufficient resources to their marketing and distribution;

° collaborators may not properly maintain or defend our intellectual property rights or may
use our intellectual property or proprietary information in a way that gives rise to actual or
threatened litigation that could jeopardize or invalidate our intellectual property or
proprietary information or expose us to potential liability;

° disputes may arise between us and a collaborator that cause the delay or termination of the

research, development or commercialization of our product candidates, or that result in
costly litigation or arbitration that diverts management attention and resources;
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° collaborations may be terminated and, if terminated, may result in a need for additional
capital to pursue further development or commercialization of the applicable product
candidates; and/or

° collaborators may own or co-own intellectual property covering our products that results
from our collaborating with them, and in such cases, we would not have the exclusive right
to commercialize such intellectual property.

As aresult, we may not be able to realize the benefit of our collaborations, strategic partnerships or
the license of our third-party products if we are unable to successfully integrate such products with our
existing operations and company culture, which could delay our timelines or otherwise adversely affect
our business. We also cannot be certain that, following a strategic transaction or license, we will achieve
the revenue or specific net income that justifies such transaction. If we fail to enter into collaborations
and do not have sufficient funds or expertise to undertake the necessary development and
commercialization activities, we may not be able to further develop our product candidates or bring them
to market and generate product sales revenue, which would harm our business prospects, financial
condition and results of operations.

Our future acquisitions and investments may subject us to risks and uncertainties.

We may seek strategic acquisition opportunities in the future for the purpose of advancing our
clinical development and commercialization of our products in overseas markets. However, we may not
be able to effectively identify appropriate businesses for strategic acquisitions, and the costs of
identifying and consummating acquisitions may be significant. Even if appropriate opportunities arise,
we may not be able to successfully complete the acquisitions. In addition, the acquisitions and the
subsequent integration of new businesses and assets into our own require significant attention from our
management and could result in a diversion of resources from our existing business, which in turn could
materially and adversely affect on our operations. Acquired assets or businesses may not generate the
financial results or realize the synergies as we expect. For example, we may not realize the intended
synergies following our acquisitions of related businesses.

Acquisitions or strategic partnerships may increase our capital requirements, dilute our Shareholders’
ownership interest, cause us to incur debt or assume contingent liabilities, and subject us to other
risks.

To enhance our growth, we may acquire businesses, products, technologies or know-how or enter
into strategic partnerships that we believe would benefit us in terms of product development, technology
advancement or distribution network, among others. Any acquisition or strategic partnership may entail
numerous risks, including:

° increased operating expenses, including research and development expenses due to an

increased number of product candidates, administrative expenses as well as selling and
distribution expenses, which result in an increased cash requirements;

° the assumption of additional indebtedness or contingents;

° the issuance of our equity securities;
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° assimilation of operations, intellectual property and products of an acquired company,
including difficulties associated with integrating new personnel;

° the diversion of our management’s attention from our existing product programs and

initiatives in pursuing such a strategic merger or acquisition;

° difficulty in retention of key employees, the loss of key personnel, and uncertainties in our

ability to maintain key business relationships;

° risks and uncertainties associated with the other party to such a transaction, including the
prospects of that party and their existing products and product candidates and regulatory
approvals;

° our inability to generate revenue from acquired technology and/or products sufficient to

meet our objectives in undertaking the acquisition or even to offset the associated

acquisition and maintenance costs; and/or

° deficiencies in internal controls, data adequacy and integrity, product quality and regulatory
compliance, and product liabilities in the acquired business we discover after such

acquisition, which may subject us to penalties, lawsuits or other liabilities.

Further, any difficulties in the integration of acquired businesses, product or technologies or
unexpected penalties, lawsuits or liabilities in connection with such businesses, product or technologies
could have a material adverse effect on our reputation, business, financial condition and results of
operation. In addition, if we undertake acquisitions, we may issue dilutive securities, assume or incur
debt obligations, incur large one-time expenses and acquire intangible assets that could result in

significant future amortization expense.

The medical device industry in China is rapidly evolving, and we may be unable to maintain or
enhance our market share in this industry for a variety of reasons.

The medical device industry in China is rapidly evolving due to economic growth in China,
changes in government policies and funding levels and other factors discussed in this document. We
invest in research and development activities including various pre-clinical studies and clinical trials,
build a robust distributor network, establish relationships with hospitals and physicians, implement
necessary sales policies and discounts, as well as adjust our prices to distributors, from time to time

depending on market conditions.

Our inability to adequately respond to changes in market conditions in a timely manner could have
a material adverse effect on our business, financial condition, results of operation and return on capital
expenditures, which could cause a decline in our growth rates, reduce our revenues, harm our ability to
maintain our current market share in the cryotherapy device market or to achieve our targeted market
share in future periods. If we cannot maintain our market position, our reputation may be materially and
adversely affected which could adversely affect our relationships with physicians and hospital
administrators and our long-term ability to effectively market and sell our products or conduct clinical

trials for our new products.
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If we fail to maintain effective internal controls, we may not be able to accurately report our financial
results or prevent fraud.

We will become a [REDACTED] upon completion of the [REDACTED], and our internal controls
will be essential to the integrity of our business and financial results. Our public reporting obligations are
expected to place a strain on our management, operational and financial resources and systems in the
foreseeable future. In order to address our internal controls issues and to generally enhance our internal
controls and compliance environment, we have taken various measures to improve our internal controls
and procedures including establishing a compliance program, adopting new policies, and providing
extensive and ongoing training on our controls, procedures and policies to our employees. In addition, in
preparation for the [REDACTED], we have implemented other measures to further enhance our internal
controls, and plan to take steps to further improve our internal controls. If we encounter difficulties in
improving our internal controls and management information systems, we may incur additional costs and
management time in meeting our improvement goals. We cannot assure you that the measures taken to
improve our internal controls will be effective. If we fail to maintain effective internal controls in the
future, our business, financial condition, results of operation and reputation may be materially and

adversely affected.

If we become subject to litigation, legal or contractual disputes, governmental investigations or
administrative proceedings, our management’s attention may be diverted and we may incur substantial

costs and liabilities.

We may from time to time become subject to various litigation, legal or contractual disputes,
investigations or administrative proceedings arising in the ordinary course of our business, including but
not limited to various disputes with or claims from our suppliers, customers, contractors, business
partners and other third parties that we engage for our business operations. On-going or threatened
litigation, legal or contractual disputes, investigations or administrative proceedings may divert our
management’s attention and consume their time and our other resources. In addition, any similar claims,
disputes or legal proceedings involving us or our employees may result in damages or liabilities, as well
as legal and other costs and may cause a distraction to our management. Furthermore, any litigation, legal
or contractual disputes, investigations or administrative proceedings which are initially not of material
importance may escalate and become important to us, due to a variety of factors, such as the facts and
circumstances of the cases, the likelihood of loss, the monetary amount at stake and the parties involved.
If any verdict or award is rendered against us or if we settle with any third parties, we could be required
to pay significant monetary damages, assume other liabilities and even to suspend or terminate the related
business projects. In addition, negative publicity arising from litigation, legal or contractual disputes,
investigations or administrative proceedings may damage our reputation and adversely affect the image
of our brands and products. Consequently, our business, financial condition and results of operations may

be materially and adversely affected.
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We may be subject, directly or indirectly, to applicable anti-kickback, false claims laws, physician
payment transparency laws, fraud and abuse laws or similar healthcare and security laws and
regulations in China and other jurisdictions, which could expose us to criminal sanctions, civil
penalties, contractual damages, reputational harm and diminished profits and future earnings.

Healthcare providers, physicians and others play a primary role in the recommendation and
prescription of any products for which we obtain regulatory approval. Our operations are subject to
various applicable anti-kickback, false claims laws, physician payment transparency laws, fraud and
abuse laws or similar healthcare and security laws and regulations in China, including, without
limitation, criminal law of the PRC, Regulations on the Supervision and Administration of Medical
Devices (B il B 4 #%491)) and the Administrative Measures for the Registration of Medical
Devices (B 4% bk ik it % FEHFIE ). These laws may impact, among other things, our proposed sales,
marketing and education programs. Violations of fraud and abuse laws may be punishable by criminal
and/or civil sanctions, including penalties, fines and/or exclusion or suspension from governmental
healthcare programs and debarment from contracting with the PRC government.

Law enforcement authorities are increasingly focused on enforcing these laws, and some of our
practices may be challenged under these laws. Efforts to ensure that our business arrangements with third
parties comply with applicable healthcare laws and regulations will involve substantial costs.
Governmental authorities could conclude that our business practices may not comply with current or
future statutes, regulations or case law involving applicable fraud and abuse or other healthcare laws and
regulations. If any such actions are instituted against us, and we are not successful in defending ourselves
or asserting our rights, those actions could have a significant impact on our business, including the
imposition of civil, criminal and administrative penalties, damages, disgorgement, monetary fines,
possible exclusion from participation in governmental healthcare programs, contractual damages,
reputational harm, diminished profits and future earnings, and curtailment of our operations, any of
which could adversely affect our ability to operate our business and our results of operations. In addition,
we are subject to equivalents of each of the healthcare laws described above in other jurisdictions, among
others, some of which may be broader in scope and may apply to healthcare services reimbursed by any
source, not just governmental payors, including private insurers. There are ambiguities as to what is
required to comply with these requirements, and if we fail to comply with an applicable law requirement,
we could be subject to penalties.

If any of the physicians or other providers or entities with whom we do business are found to be not
in compliance with applicable laws, they may be subject to criminal, civil or administrative sanctions,
including exclusions from government funded healthcare programs, which may also adversely affect our
business.

If we or our business partners fail to comply with environmental, health and safety laws and
regulations, we could become subject to fines or penalties or incur costs that could have a material
adverse effect on the success of our business.

We are subject to numerous environmental, health and safety laws and regulations, including those
governing laboratory procedures and the handling, use, storage, treatment and disposal of hazardous
materials and wastes. Our operations involve the use of hazardous and flammable chemical materials and
special equipment. Our operations also produce hazardous waste. We have entered into hazardous waste
disposal agreements with third parties for the disposal of these materials and wastes. We cannot eliminate
the risk of contamination or injury from these materials. In the event of contamination or injury resulting
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from our use of hazardous materials, we could be held liable for any resulting damages, and any liability
could exceed our resources. We could also incur significant costs associated with civil or criminal fines
and penalties.

Although we maintain insurance policies that cover losses arising from accidents in respect of our
clinical trials, this insurance does not provide adequate coverage against accidents and natural calamities
in respect of our machinery, equipment, inventory and other fixed assets in our research and
manufacturing facilities, nor potential liabilities resulting from the use of or exposure to hazardous
materials. We do not maintain insurance for environmental liability or toxic tort claims that may be
asserted against us in connection with our storage, use or disposal of biological or hazardous materials.

In addition, we may be required to incur substantial costs to comply with current or future
environmental, health and safety laws and regulations. These current or future laws and regulations may
impair our research, development or production efforts. Failure to comply with these laws and regulations
also may result in substantial fines, penalties or other sanctions.

If we or our business partners fail to protect patient data and privacy, our reputation will be damaged
and we might be subject to fines or other regulatory punishments.

During the process of clinical trials, we need to collect and store a large quantity of patients’
personal data and information, which require us and our third-party vendors such as clinical trial
institutions, hospitals, CROs and SMOs to maintain an effective control system to protect such personal
data and information. The personal information of patients or subjects for our clinical trials is highly
sensitive and we are subject to strict requirements under the applicable privacy protect regulations in the
relevant jurisdictions. Whilst we have adopted security policies and measures to protect our proprietary
data and patients’ privacy, misappropriation, misuse, leakage, falsification or intentional or accidental
release or loss of personal data might not be avoided due to human error, employee misconduct or system
breakdown. We also cooperate with third parties including principal investigators, hospitals, CROs and
SMOs for our clinical trials. Any leakage or abuse of patient data by our third-party partners may be
perceived by the patients as a result of our failure. Any failure or perceived failure by us to prevent
information security breaches or to comply with privacy policies or privacy-related legal obligations, or
any compromise of information security that results in the unauthorized release or transfer of personally
identifiable information or other patient data, could cause our customers to lose trust in us and could
expose us to legal claims. Whilst we have made efforts to ensure our compliance with the applicable
privacy regulations in the relevant jurisdictions, we may not be capable of adjusting our internal policies
in a timely manner and any failure to comply with applicable regulations could also result in regulatory
enforcement actions against us.

In addition, the laws and regulations regarding cybersecurity, data privacy and protection in China
are generally complex and evolving, with uncertainty as to the interpretation and application thereof. For
example, on December 28, 2021, the Cyberspace Administration of China, or the CAC, and other twelve
PRC regulatory authorities jointly revised and promulgated the Cybersecurity Review Measures ({4d#%
A A D)), which stipulates the applicable scope of the cybersecurity review and came into effect
on February 15, 2022. Pursuant to the Cybersecurity Review Measures, critical information infrastructure
operators that intend to purchase internet products and services and anticipate that its procurement of
internet products and services affect or may affect national security after the network products and
services being put into use and network platform operators engaging in data processing activities that
affect or may affect national security must be subject to the cybersecurity review. The Cybersecurity
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Review Measures further stipulates that network platform operators with personal information data of
more than one million users that seek for listing in a foreign country are obliged to apply for a
cybersecurity review by the Cybersecurity Review Office. Although the number of individuals of which
we process personal information are far below one million and we believe that our collection and
handling of the personal information do not constitute “data processing activities” or any other activities
that may affect national security under the Draft Data Security Regulations, the PRC government
authorities may have discretion in the interpretation and enforcement of the laws and regulations. Any
actual or alleged failure to comply with the evolving data privacy and protection laws and regulations
could damage our reputation and negatively affect our business operation and financial position.

If our employees or distributors engage in bribery or corrupt practices or other improper conduct, we
may be subject to liability and our reputation and business could be harmed.

We are subject to the anti-bribery laws of various jurisdictions, particularly in China. As our
business expands, the applicability of the applicable anti-bribery laws to our operations has increased.
Our procedures and controls to monitor compliance with anti-bribery law may fail to protect us from
reckless or criminal acts committed by our employees or agents. We could be liable for actions taken by
our employees or distributors that violate anti-bribery, anti-corruption and other related laws and
regulations in China or other countries. The government authorities may seize the products involved in
any illegal or improper conduct engaged in by our employees or distributors. We may be subject to
claims, fines or suspension of our operations. Our reputation, our sales activities or the price of our
Shares could be adversely affected if our Company is associated with any negative publicity as a result of
illegal or improper actions, or allegations of illegal or improper actions, taken by our employees or
distributors.

It is also possible that the Chinese government or other government authorities in countries where
we sell our products could adopt new or different regulations affecting the way in which medical devices
are sold to address bribery, corruption or other concerns. Any such new or different regulations could
possibly increase the costs incurred by us, our employees or distributors in selling our products or impose
restrictions on sales and marketing activities, which could in turn increase our costs. As we currently
depend substantially on distributors for the sale of our products, any misconduct by our distributors or
changes in the regulatory environment regarding the sale of medical devices could have a material
adverse impact on our business, financial condition and results of operations.

Our internal computer systems as well as those of our service providers may fail or suffer security
breaches.

Despite the implementation of security measures, our internal computer systems are and those of
our current or future CROs, SMOs and other service providers may be vulnerable to damage from
computer viruses and unauthorized access. If such event were to occur and cause interruptions in our
operations, it could result in a material disruption of our development programs and our business
operations.

In the ordinary course of our business, we collect and store sensitive data, including, among other
things, legally protected patient health information, personally identifiable information about our
employees, intellectual property, and proprietary business information. We manage and maintain our
applications and data utilizing on-site systems and outsourced vendors. These applications and data
encompass a wide variety of business critical information including research and development
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information, commercial information and business and financial information. Because information
systems, networks and other technologies are critical to many of our operating activities, shutdowns or
service disruptions at our Company or vendors that provide information systems, networks, or other
services to us pose increasing risks. Such disruptions may be caused by events such as computer hacking,
phishing attacks, ransomware, dissemination of computer viruses, worms and other destructive or
disruptive software, denial of service attacks and other malicious activity, as well as power outages,
natural disasters (including extreme weather), terrorist attacks or other similar events. Such events could
have an adverse impact on us and our business, including loss of data and damage to equipment and data.
In addition, system redundancy may be ineffective or inadequate, and our disaster recovery planning may
not be sufficient to cover all eventualities. Significant events could result in a disruption of our
operations, damage to our reputation or a loss of revenues. In addition, we may not have adequate
insurance coverage to compensate for any losses associated with such events.

We could be subject to risks caused by misappropriation, misuse, leakage, falsification or
intentional or accidental release or loss of information maintained in the information systems and
networks of our Company and our vendors, including personal information of our employees and
patients, and company and vendor confidential data. In addition, outside parties may attempt to penetrate
our systems or those of our vendors or fraudulently induce our personnel or the personnel of our vendors
to disclose sensitive information in order to gain access to our data and/or systems. Like other companies,
we may experience threats to our data and systems, including malicious codes and viruses, phishing, and
other cyber-attacks. The number and complexity of these threats may continue to increase over time. If a
material breach of our information technology systems or those of our vendors occurs, the market
perception of the effectiveness of our security measures could be harmed and our reputation and
credibility could be damaged. We could be required to expend significant amounts of money and other
resources to repair or replace information systems or networks. In addition, we could be subject to
regulatory actions and/or claims made by individuals and groups in private litigation involving privacy
issues related to data collection and use practices and other data privacy laws and regulations, including
claims for misuse or inappropriate disclosure of data, as well as unfair or deceptive practices. Although
we develop and maintain systems and controls designed to prevent these events from occurring, and we
have a process to identify and mitigate threats, the development and maintenance of these systems,
controls and processes is costly and requires ongoing monitoring and updating as technologies change
and efforts to overcome security measures become increasingly sophisticated. Moreover, despite our
efforts, the possibility of these events occurring cannot be eliminated entirely.

We have limited insurance coverage which may not adequately cover all the risks and hazards
associated with our operations.

We operate in the medical device industry, which involves numerous operating risks and
occupational hazards. We maintain certain insurance policies that are required under PRC laws and
regulations as well as based on our assessment of our operational needs and industry practice as of the
Latest Practicable Date. For example, we maintain product liability insurance covering our clinical trials,
we also maintain social welfare insurance and commercial insurance for our employees in accordance
with relevant PRC laws and regulations. For more details of our insurance policies, please refer to the
paragraphs headed “Business—Insurance” in this document. We cannot assure you that the existing
insurance coverage is sufficient to compensate for actual losses suffered or incurred. To the extent that
such losses or payments are not insured or the insured amount is not adequate, our business, results of
operations and financial condition may be materially and adversely affected by such losses and
associated liabilities. For the specific risks of inadequate insurance coverage in the event of product
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liability claims, please refer to the paragraphs headed “—Risks Relating to Manufacture and Supply of
Our Products and Product Candidates—We may be exposed to potential product liability claims, and our
insurance coverage may be inadequate to protect us from all the liabilities we may incur” in this section.

Business disruptions could seriously harm our future revenue and financial condition and increase
our costs and expenses.

Our operations, and those of our third-party research institution collaborators, suppliers and other
business partners, could be subject to natural or man-made disasters, health epidemic, or business
interruptions, for which we are predominantly self-insured. The occurrence of any of these business
disruptions could seriously harm our and our partners’ operations and financial condition and increase
our and their costs and expenses. Furthermore, our ability to obtain supplies of raw materials for
producing our products and product candidates could be disrupted if the operations of these suppliers are
affected by a man-made or natural disaster, health epidemic, or other business interruption. Damage or
extended periods of interruption to our administration, development, research or manufacturing facilities
due to fire, natural disaster, health epidemic, power loss, communications failure, unauthorized entry or
other events could cause us to cease or delay development or commercialization of some or all of our
product candidates.

For example, the ongoing COVID-19 pandemic and additional outbreaks in China could
significantly affect our industry and cause temporary suspension of projects and shortage of labor and
raw materials, which would severely disrupt our progress on research and development of our product
candidates and have a material adverse effect on our business, financial condition and results of
operations. Our operations could also be disrupted if any of our employees or employees of our
distributors, suppliers and other business partners were suspected of contracting or contracted
COVID-19, since this could require us and our distributors, suppliers and other business partners to
quarantine some or all of these employees and disinfect facilities used for operations.

Our business significantly depends on our reputation and customer perception of us and any negative
publicity on us, our Shareholders, Directors, officers, employees, suppliers, or other parties we
cooperate with, or related to our industry, may materially adversely affect our business, financial
condition and results of operations.

Our reputation and customer perception of our brand are critical to our business. Maintaining and
enhancing our reputation and recognition depend primarily on the quality and consistency of our
products, as well as continued promotion efforts. Our promotion efforts may be expensive and
ineffective. In addition, our reputation and customer perception of our Company could suffer in events
that:

° our products fail to gain acceptance by patients, doctors and hospitals;
° our products are defective or malfunction;
° lawsuits or regulatory investigations are instituted against us or relating to our future

products or industry;

° we provide poor or ineffective customer service; or

° we are subject to product liability claims.
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If we are unable to maintain and further enhance our reputation and recognition, our ability to
attract and retain customers may be impeded and our business prospects may be materially adversely
affected. Any negative incident or negative publicity concerning us, our products, our management, our
employees and our distributors, regardless of its veracity, could harm our image and diminish the trust
from our customers and the market, which could in turn result in decreased sales of our products and
materially and adversely affect our business. As a result, we may be required to spend significant time and
incur substantial costs in response to allegations and negative publicity, and may not be able to diffuse

them to the satisfaction of our investors and customers.

If parties on whom we rely fail to maintain the necessary licenses for the development, production,
sales and distribution of our products, our ability to conduct our business could be materially

impaired.

We and/or other parties related to our operations, such as landlords of premises on which we
operate, are required to obtain and maintain various approvals, licenses, permits and certificates to
operate our business. Some of these approvals, permits, licenses and certificates are subject to periodic
renewal and/or reassessment by the relevant governmental authorities, and the standards of such renewal
and/or reassessment may change from time to time. Any failure to obtain or renew such approvals,
licenses, permits and certificates necessary for our operations may result in enforcement actions
thereunder, including orders issued by the regulatory authorities causing our operations to cease. In the
event that such enforcement action is taken, we may be required to take corrective measures or remedial
actions incurring additional capital expenditure, and our business operations could be materially and

adversely disrupted.

Third parties including research institutions, CROs, SMOs, distributors and suppliers on whom we
may rely to research, develop, produce, promote, sell and distribute our products, may be required to
obtain, maintain and renew various permits, licenses and certificates to develop, produce, promote and
sell our products. These third parties may also be subject to regular inspections, examinations, inquiries
or audits by regulatory authorities, and an adverse outcome of such inspections, examinations, inquiries
or audits may result in the loss or non-renewal of the relevant permits, licenses and certificates.
Moreover, the criteria used in reviewing applications for, or renewals of permits, licenses and certificates
may change from time to time, and there can be no assurance that third parties on whom we rely will be
able to meet new criteria that may be imposed to obtain or renew the necessary permits, licenses and
certificates. Many of such permits, licenses and certificates are material to the business operation of such
third parties, and if they fail to maintain or renew any such material permits, licenses and certificates, our
ability to conduct our business could be materially impaired. Furthermore, if the interpretation or
implementation of existing laws and regulations change, or new regulations come into effect, requiring
these third parties to obtain any additional permits, licenses or certificates that were previously not
required to operate their respective businesses, there can be no assurance that they will successfully
obtain such permits, licenses or certificates. These third parties’ failure to obtain the additional permits,
licenses or certificates may in turn restrict the conduct of our business, decrease our revenues and/or

increase our costs, which could materially reduce our profitability and impair our prospects.
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Fair value change of financial assets at fair value through profit or loss may affect the Group’s
financial performance.

We had financial assets at fair value through profit or loss of RMB25.5 million, nil and nil as of
December 31, 2020 and 2021 and April 30, 2022, respectively, which were wealth management products
we purchased from banks in China. Pursuant to the Guidance on Regulating Financial Institution’s Asset
Management Business (<[ Ak %<5 Rl A% & 2 P ZERS 9488 & L)) promulgated by the People’s
Bank of China, the China Banking and Insurance Regulatory Commission, the China Security Regulatory
Commission and the State Administration of Foreign Exchange on April 27, 2019, financial institutions
selling wealth management products shall not guarantee the returns of principal and interest of such
products. As a result, the returns of our investments on the wealth management products were not
guaranteed, and therefore were measured at fair value through profit or loss. We are exposed to credit
risks in relation to these financial assets, which may adversely affect their fair value. Net changes in their
fair value are recorded as our other income or losses, and therefore directly affect our results of
operations. We may continue to invest in wealth management products in the future when we believe that
we have surplus cash on-hand and the potential investment returns are attractive. However, there can be
no assurance that our internal management and investment strategy will be effective and adequate with
respect to our purchased wealth management products. We cannot guarantee that we will not experience
losses with respect to such investments in the future or that such losses or other potentially negative
consequences due to such investments will not have material adverse effects on our business, results of
operations and prospects.

We are exposed to risks relating to our failure to complete property leasing registrations for our leased
properties.

As of the Latest Practicable Date, we leased nine properties in China, with an aggregate gross floor
area of approximately 9,305 sq.m. Under the Measures for Administration of Lease of Commodity
Properties ({Pidh B R EE HIFL)), which was promulgated by the Ministry of Housing and
Urban-Rural Development of the PRC on December 1, 2010 and became effective on February 1, 2011,
both lessors and lessees are required to file the lease agreements for registration and obtain property
leasing filing certificates for their leases. However, as of the Latest Practicable Date, we had not
completed the filings for eight of our lease agreements. We may be required by relevant government
authorities to file these lease agreements for registration within a time limit, and may be subject to a fine
ranging from RMB1,000 to RMB10,000 for each non-registration exceeding such time limit.

In addition, as our leases expire, we may fail to negotiate renewals, either on commercially
acceptable terms or at all, which could require us to close such offices. Our inability to enter into new
leases or renew existing leases on terms acceptable to us could materially adversely affect our business,
results of operations and financial condition.

Fluctuations in exchange rates of the Renminbi could result in foreign currency exchange losses.

Certain of our cash and cash equivalents are denominated in foreign currencies. Therefore, we are
exposed to foreign currency risk. The [REDACTED] from the [REDACTED] will be received in HKD.
As aresult, any appreciation of RMB against USD, HKD or any other foreign currencies may result in the
decrease in the value of our [REDACTED] from the [REDACTED]. The exchange rate of RMB against
HKD and other foreign currencies is affected by, among other things, the policies of the PRC Government
and changes in China’s and international political and economic conditions, as well as supply and demand in

—90 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

RISK FACTORS

the local market. It is difficult to predict how market forces or government policies may impact the
exchange rate between RMB, USD, HKD or other currencies in the future. There remains significant
international pressure on the PRC Government to adopt a more flexible currency policy, which, together
with domestic policy considerations, could result in a significant appreciation of RMB against USD,
HKD or other foreign currencies.

In addition, there are limited instruments available for us to reduce our foreign currency risk
exposure at reasonable costs. Any of these factors could materially and adversely affect our business,
financial condition, results of operations and prospects, and could reduce the value of, and dividends
payable on, our Shares in foreign currency terms.

We may be subject to penalties under relevant PRC laws and regulations due to failure in full
compliance with social insurance and housing provident fund regulation.

According to the Social Insurance Law of the PRC promulgated in 2010 and most recently
amended in 2018 and the Regulations on Management of Housing Provident Funds promulgated in 1999
and most recently amended in 2019, within a prescribed time limit, we need to register with the relevant
social security authority and housing provident fund management center, and to open the relevant
accounts and make full contributions to social insurance and housing funds for our employees, and this
obligation cannot be delegated to any third party. During the Track Record Period, Ningbo SensCure did
not make full contributions to the social insurance and housing funds for its employees in accordance
with the relevant PRC laws and regulations. As a result, we may be required by competent authorities to
pay the outstanding amount, and could be subject to late payment penalties or enforcement application
made to the court. We made sufficient provisions in connection with our Track Record Period’s shortfall
amount of the social insurance and housing provident fund contribution.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to
any administrative actions, fines or penalties due to such non-compliance. As of the Latest Practicable
Date, we had not received any notification from the relevant PRC authorities requiring us to pay for the
shortfalls or any overdue charges with respect to social insurance and housing funds, nor had we received
any administrative penalty or labor arbitration application from employees for our agency arrangement
with third-party human resources agencies. We cannot assure you that the competent local government
authorities will not require us to pay the outstanding amount within a specified time limit or impose late
fees or fines on us, which may materially and adversely affect our financial condition and results of
operations.

RISKS RELATING TO DOING BUSINESS IN CHINA

The medical device industry in China is highly regulated and such regulations are subject to change
which may affect approval and commercialization of our products and product candidates.

We conduct substantially all of our operations in China. The medical device industry in China is
subject to comprehensive government regulation and supervision, encompassing the approval,
registration, manufacturing, packaging, licensing and marketing of new devices. In recent years, the
regulatory framework in China regarding the medical device industry has undergone significant changes,
and we expect that it will continue to undergo significant changes. Any such changes or amendments may
result in increased compliance costs on our business or cause delays in or prevent the successful
development or commercialization of our product candidates in China and reduce the benefits we believe
are available to us from developing and manufacturing medical devices in China.

—-91 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

RISK FACTORS

Changes in the political and economic policies of the PRC government may materially and adversely
affect our business, financial condition and results of operations and may result in our inability to

sustain our growth and expansion strategies.

Due to our extensive operations in China, our business, results of operations, financial condition
and prospects may be influenced to a significant degree by economic, political, legal and social
conditions in China. China’s economy differs from the economies of developed countries in many
respects, including with respect to the amount of government involvement, level of development, growth

rate, and control of foreign exchange and allocation of resources.

While the PRC economy has experienced significant growth over the past decades, growth has
been uneven across different regions and among various economic sectors of China. The PRC government
has implemented various measures to encourage economic development and guide the allocation of
resources. Some of these measures may benefit the overall PRC economy, but may have a negative effect
on us. For example, our financial condition and results of operations may be adversely affected by
government control over capital investments or changes in tax regulations that are currently applicable to
us. In addition, in the past the PRC government implemented certain measures, including interest rate
increases, to control the pace of economic growth. These measures may cause decreased economic
activity in China, which may adversely affect our business and results of operation. More generally, if the
business environment in China deteriorates from the perspective of domestic or international investment,

our business in China may also be adversely affected.

PRC legal system embodies inherent uncertainties that may affect the protection afforded to our
business and our Shareholders.

The PRC legal system is based on written statutes. Prior court decisions may be adduced for
reference but have limited precedential value. Since the late 1970s, the PRC government has promulgated
laws and regulations dealing with such economic matters as the issuance and trading of securities,
shareholders’ rights, foreign investment, corporate organization and governance, commerce, taxation and
trade, with a view towards developing a comprehensive system of commercial law. However, as these
laws and regulations are relatively new, the effect of these laws and regulations on the rights and
obligations of the parties involved may involve uncertainty. As a result, the legal protections available to
us under the PRC legal system may be limited.

Our operations in the PRC are subject to PRC regulations governing PRC companies. These
regulations contain provisions that are required to be included in the articles of association of PRC
companies and are intended to regulate the internal affairs of these companies. The PRC Company Law
and regulations, in general, and the provisions for the protection of Shareholders’ rights and access to
information, in particular, may be considered less developed than those applicable to companies
incorporated in Hong Kong, the United States and other developed countries or regions. In addition, PRC
laws, rules and regulations applicable to companies listed overseas do not distinguish between minority
and controlling shareholders in terms of their rights and protections. As such, our minority shareholders
may not have the same protections afforded to them by companies incorporated under the laws of the

United States and certain other jurisdictions.
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Additionally, the reform of the medical device approval system in 2017 may face implementation
challenges. The timing and full impact of such reforms is uncertain and could prevent us from
commercializing our pipeline products in a timely manner. In addition, any administrative and court
proceedings in China may be protracted, resulting in substantial costs and diversion of resources and
management attention. Since PRC administrative and court authorities have significant discretion in
interpreting and implementing statutory and contractual terms, it may be more difficult to evaluate the
outcome of administrative and court proceedings and the level of legal protection we enjoy than in more
developed legal systems. These uncertainties may impede our ability to enforce the contracts we have
entered into and could materially and adversely affect our business, financial condition and results of
operations.

You may experience difficulties in effecting service of legal process and enforcing judgments against
us and our management based on Hong Kong or other foreign laws.

We are incorporated under the laws of the PRC, and substantially all of our assets are located in the
PRC. In addition, a majority of our Directors, Supervisors and senior management personnel reside
within the PRC, and substantially all their assets are located within the PRC. As a result, it may not be
possible to effect service of process within the United States or elsewhere outside the PRC upon us or our
Directors, Supervisors and senior management personnel. China has not entered into treaties or
arrangements providing for the recognition and enforcement of judgments made by courts of most other
jurisdictions.

On July 14, 2006, the Supreme People’s Court of the PRC and the government of Hong Kong
Special Administrative Region entered into the Arrangement on Reciprocal Recognition and Enforcement
of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong
Special Administrative Region Pursuant to Choice of Court Agreements between Parties Concerned
(KRR P i Bl 78 s 4 ol A BB 35 5 A 8 T R T 3 2 B el O 0 IR A S AR I BRI 2 PED ) (the
“Arrangement”). Under the Arrangement, where any designated PRC court or any designated Hong
Kong court has made an enforceable final judgment requiring payment of money in a civil or commercial
case under a choice of court agreement in writing, any party concerned may apply to the relevant PRC
court or Hong Kong court for recognition and enforcement of the judgment. A choice of court agreement
in writing is defined as any agreement in writing entered into between parties after the effective date of
the Arrangement in which a Hong Kong court or a PRC court is expressly selected as the court having sole
jurisdiction for the dispute. Therefore, it is not possible to enforce a judgment rendered by a Hong Kong
court in the PRC if the parties in dispute have not agreed to enter into a choice of court agreement in

EEINT3

writing. In addition, the Arrangement has expressly provided for “enforceable final judgement,” “specific
legal relationship” and “written form.” A final judgement that does not comply with the Arrangement may

not be recognized and enforced in a PRC court.

On January 18, 2019, the Supreme People’s Court of the PRC and the government of the Hong
Kong Special Administrative Region entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the
Hong Kong Special Administrative Region ([ A 1 B8 75 J5 457 Pl 47 B 8 32 B A B g8 nl A AT IR SF 32
AP % PE) (the “2019 Arrangement”). Under the 2019 Arrangement, any party concerned may
apply to the relevant PRC court or Hong Kong court for recognition and enforcement of the effective
judgments in civil and commercial cases subject to the conditions set forth in the 2019 Arrangement.
Although the 2019 Arrangement has been signed, the outcome and effectiveness of any action brought
under the 2019 Arrangement may still be uncertain. We cannot assure you that an effective judgment that
complies with the 2019 Arrangement can be recognized and enforced in a PRC court.
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Gains on the sales of H Shares and dividends on the H Shares may be subject to PRC income taxes.

Under the applicable PRC tax laws, both the dividends we pay to non-PRC resident individual
holders of shares (“non-resident individual holders”), and gains realized through the sale or transfer by
other means of H shares by such shareholders, are subject to PRC individual income tax at a rate of 20%,

unless reduced by the applicable tax treaties or arrangements.

Under applicable PRC tax laws, the dividends we pay to, and gains realized through the sale or
transfer by other means of H shares by, non-PRC resident enterprise holders of H shares (“non-resident
enterprise holders”) are both subject to PRC enterprise income tax at a rate of 10%, unless reduced by
applicable tax treaties or arrangements. Pursuant to the Arrangements 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 Incomes (Al b1 7 5 47 7l 47 B [ B8] i 36 o 745 4kt 4 #8F o AR
FB I A IR B 09 % HF) dated August 21, 2006, any non-resident enterprise registered in Hong Kong that
holds directly at least 25% of the shares of our Company shall pay Enterprise Income Tax for the
dividends declared and paid by us at a tax rate of 5% if the Hong Kong non-resident enterprise is the

beneficial owner of the equity and certain other conditions are met.

For non-resident individual holders, gains realized through the transfer of properties are normally
subject to PRC individual income tax at a rate of 20%. However, according to the Circular of the Ministry
of Finance and the State Administration of Taxation on Issues Concerning Individual Income Tax Policies
(A BCHS ~ 180 Z Bd 5 48 Jey B AR N BT A5 8 47 T BOK [ 38 1), income received by individual
foreigners from dividends and bonuses of a foreign-invested enterprise are exempt from individual
income tax for the time being. According to the Circular Declaring that Individual Income Tax Continues
to Be Exempted over Individual Income from Transfer of Shares issued by the MOF and the SAT ( [# i
N8 5 S P 15 M AT S B R N BT A B AR effective as of March 30, 1998, income from
individuals’ transfer of stocks of listed companies continued to be temporarily exempted from individual
income tax. On February 3, 2013, the State Council approved and promulgated the Notice of Suggestions
to Deepen the Reform of System of Income Distribution ([ 15 B #t #8 5% i ol o 22 55 5B 1 B it VR AL Wt A 43
Je il B2 ek 555 T & RS A ). On February 8, 2013, the General Office of the State Council promulgated
the Circular Concerning Allocation of Key Works to Deepen the Reform of System of Income
Distribution (575 B H¥ 23 B8 BE 7 R AL IS 23 B il B2 e 21 385 TA/E 2 TAY%8 ). According to these two
documents, the PRC government is planning to cancel foreign individuals’ tax exemption for dividends
obtained from foreign-invested enterprises, and the Ministry of Finance and the State Administration of
Taxation should be responsible for making and implementing details of such plan. However, relevant
implementation rules or regulations have not been promulgated by the Ministry of Finance and the State

Administration of Taxation.
Considering these uncertainties, non-resident holders of our H Shares should be aware that they

may be obligated to pay PRC income tax on the dividends and gains realized through sales or transfers of
the H Shares.
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Governmental control of currency conversion, and restrictions on the remittance of Renminbi into and
out of the PRC, may limit our ability to utilize our revenue effectively and adversely affect the value of
your [REDACTED].

The Renminbi is not currently a freely convertible currency, as the PRC Government imposes
controls on the convertibility of Renminbi into foreign currencies and in certain cases, the remittance of
currency out of China. A substantial majority of our future revenue is expected to be denominated in
Renminbi and we will need to convert Renminbi into foreign currencies for the payment of dividends, if
any, to holders of our H Shares. Shortages in the availability of foreign currency may restrict our ability
to remit sufficient foreign currency to pay dividends or other payments, or otherwise satisfy our foreign
currency denominated obligations.

Under China’s current foreign exchange control system, foreign exchange transactions under the
current account conducted by us, including the payment of dividends, do not require advance approval
from SAFE, but we are required to present relevant documentary evidence of such transactions and
conduct such transactions at designated foreign exchange banks within China that have the licenses to
carry out foreign exchange business. Approval from appropriate government authorities is required where
Renminbi is to be converted into foreign currency and remitted out of China to pay capital expenses.

Our operations are subject to and may be affected by changes in PRC tax laws and regulations.

We are subject to periodic examinations on fulfillment of our tax obligation under the PRC tax
laws and regulations by PRC tax authorities. Although we believe that in the past we had acted in
compliance with the requirements under the relevant PRC tax laws and regulations in all material aspects
and had established effective internal control measures in relation to accounting regularities, we cannot
assure you that future examinations by PRC tax authorities would not result in fines, other penalties or
actions that could adversely affect our business, financial condition and results of operations, as well as
our reputation. Furthermore, the PRC government from time to time adjusts or changes its tax laws and
regulations. For example, under the Individual Income Tax Law (“IIT Law”) which was last amended on
August 31, 2018 and came into effect on January 1, 2019, foreign nationals which have domiciles in the
PRC, or have no domicile in China but have resided in the PRC for one year or more, would be subject to
PRC individual income tax at progressive rate on their income gained within or outside the PRC. The
Standing Committee of NPC have approved the amendment of the IIT Law, which took effect on January
1, 2019. Under the amended IIT law, foreign nationals have no domicile in China but have resided in the
PRC for a total of 183 days or more in a tax year, would be subject to PRC individual income tax on their
income gained within or outside the PRC. Should such rule be strictly enforced, our ability to attract and
retain highly skilled foreign scientists and research technicians to work in China may be materially
affected, which may in turn have a material adverse effect on our business, financial condition, results of
operations, cash flows and prospects. Further adjustments or changes to PRC tax laws and regulations,
together with any uncertainty resulting therefrom, could also have an adverse effect on our business,
financial condition and results of operations.

We may be restricted from transferring our scientific data abroad.
On March 17, 2018, the General Office of the State Council promulgated the Measures for the
Management of Scientific Data ({FHE: B4 HLHEL)), or the Scientific Data Measures, which provides

a broad definition of scientific data and relevant rules for the management of scientific data. According to
the Scientific Data Measures, enterprises in China must seek governmental approval before any scientific
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data involving a state secret may be transferred abroad or to foreign parties. Further, any researcher
conducting research funded at least in part by the Chinese government is required to submit relevant
scientific data for management by the entity to which such researcher is affiliated before such data may
be published in any foreign academic journal. Given the term state secret is not clearly defined, if and to
the extent any data collected or generated in connection with our services will be subject to the Scientific
Data Measures and any subsequent laws as required by the relevant government authorities, we cannot
assure you that we can always obtain relevant approvals for sending scientific data (such as the results of
our preclinical studies or clinical trials conducted within China) abroad or to our foreign partners in
China. If we are unable to obtain necessary approvals in a timely manner, or at all, our business, results of
operations, financial conditions and prospects may be materially and adversely affected. If the relevant
government authorities consider the transmission of our scientific data to be in violation of the
requirements under the Scientific Data Measures, we may be subject to fines and other administrative

penalties imposed by those government authorities.

The political relationships between China and other countries may affect our business operations.

During the Track Record Period, we purchased certain raw materials for our product candidates
from overseas suppliers. In the event that China and/or the countries from which we import raw materials
impose import tariffs, trade restrictions or other trade barriers affecting the importation of such
components or raw materials, we may not be able to obtain a steady supply of necessary components or
raw materials at competitive prices, and our business and operations may be materially and adversely
affected. We also might plan to commercialize some of our products in certain foreign jurisdictions, such
as United States and EU in the future. Our business is therefore subject to constantly changing
international economic, regulatory, social and political conditions, and local conditions in foreign

countries and regions.

Furthermore, there can be no assurance that our existing or potential suppliers, service providers or
collaboration partners will not alter their perception of us or their preferences as a result of adverse
changes to the state of political relationships between China and the relevant foreign countries or regions.
Particularly, trade tension between the U.S. and China could place pressure on the economic growth in
China as well as the rest of the world. The U.S. administration has advocated for and taken steps toward
restricting trade in certain goods, particularly from China. There can be no assurance as to whether the
U.S. will maintain or reduce tariffs, or impose additional tariffs on Chinese products in the near future.
Trade tension between China and the U.S. may intensify and the U.S. may adopt even more drastic
measures in the future. China has retaliated and may further retaliate in response to new trade policies,
treaties and tariffs implemented by the U.S. Any further escalation in trade or other tensions between the
U.S. and China or news and rumors of any escalation, could introduce uncertainties to China’s economy
and the global economy which in turn could affect activity levels on our research and development.
Foreign policies of the U.S. tend to be followed by certain other countries, and those countries may adopt

similar policies in their relationships with China and the Chinese companies.
In addition, those policies and measures directed at China and Chinese companies adopted by the

U.S. government could have effect of discouraging U.S. persons from working for Chinese companies,

which could hinder our ability to hire and retain qualified personnel for our business.
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RISKS RELATING TO THE [REDACTED]

No [REDACTED] currently exists for our H Shares, and an active [REDACTED)] for our H Shares
may not develop and the [REDACTEDY] for our H Shares may decline or became volatile.

No [REDACTED] currently exists for our H Shares. The initial [REDACTED] for our H Shares to
the [REDACTED] will be the result of negotiations between our Company and the [REDACTED] (on
behalf of the [REDACTEDY]), and the [REDACTED] may differ significantly from the [REDACTED] of
the Shares following the [REDACTED]. We have applied for [REDACTED] of and permission to
[REDACTED] our [REDACTED] on the [REDACTED]. On April 30, 2018, Stock Exchange adopted
new rules under Chapter 18A of Listing Rules, or Chapter 18A. Chapter 18A permits for the first-time
[REDACTED] on the [REDACTED] of pre-revenue, loss making Biotech Companies such as us. As
required by Chapter 18A, [REDACTED] includes the letter “B” to denote we are a Biotech Company
[REDACTED] pursuant to Chapter 18A.

A [REDACTED] on the [REDACTED], however, does not guarantee that an active and liquid
[REDACTED)] for the Shares will develop, or if it does develop, that it will be sustained following the
[REDACTED)], or that the [REDACTED] of the Shares will not decline following the [REDACTED].

The [REDACTED] and [REDACTED] volume of our H Shares may be volatile, which could lead to
substantial losses to [ REDACTED].

The [REDACTED] and [REDACTED] volume of our H Shares may be subject to significant
volatility in response to various factors beyond our control, including the general market conditions of
the securities in Hong Kong and elsewhere in the world. In particular, the business and performance and
the market price of the shares of other companies engaging in similar business may affect the price and
[REDACTED] volume of our H Shares. In addition to market and industry factors, the price and
[REDACTED] volume of our H Shares may be highly volatile for specific business reasons, including
but not limited to:

° the results of clinical trials of our product candidates;
° the results of our applications for approval of our product candidates;
o regulatory developments affecting our industry, healthcare, health insurance and other

related matters;

° fluctuations in our revenue, earnings, cash flows, investments and expenditures;
° relationships with our suppliers;

° movements or activities of key personnel; and

° actions taken by competitors.

Biotech Companies listed under Chapter 18A are generally viewed as being early stage and
significantly riskier than those companies traditionally listed on the Stock Exchange. The trading market
for Biotech Companies (including the depth and liquidity for that market) may take time to develop and
could be subject to significant and adverse changes. Our shares and the shares of other Biotech
Companies could be subject to significant volatility unrelated to company specific performance or
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corporate developments. For example, adverse announcements by another unrelated Chapter 18A Biotech
Company could adversely impact the [REDACTED] for the Shares. Moreover, shares of other companies
listed on the Stock Exchange with significant operations and assets in China have experienced price
volatility in the past, and it is possible that our Shares may be subject to changes in price not directly
related to our performance.

Moreover, shares of other companies listed on the Hong Kong Stock Exchange with significant
operations and assets in China have experienced price volatility in the past, and our H Shares may be
subject to changes in price not directly related to our performance.

You will incur immediate and significant dilution and raising additional capital may cause further
dilution or restrict our operation.

The [REDACTED] of the [REDACTED] is higher than the net tangible asset value per Share
immediately prior to the [REDACTED]. Therefore, purchasers of the [REDACTED] in the
[REDACTED] will experience an immediate dilution in [REDACTED] consolidated net tangible asset
value. There can be no assurance that if we were to immediately liquidate after the [REDACTED], any
assets will be distributed to Shareholders after the creditors’ claims. If we raise additional capital through
the sale of equity or convertible debt securities, your ownership interest will be diluted, and the terms of
these securities may include liquidation or other preferences that adversely affect your rights as a
shareholder. Debt financing and preferred equity financing, if available, may involve agreements that
include covenants limiting or restricting our ability to take specific actions, such as incurring additional
debt, making capital expenditures, limitations on our ability to acquire or license intellectual property
rights or declaring dividends, or other operating restrictions.

There will be a time gap between [REDACTED] and [REDACTED] of our H Shares, and the
[REDACTED] of our H Shares when [REDACTED] begins could be lower than the [REDACTED].

The [REDACTED] to the [REDACTED] of our H Shares sold in the [REDACTED] is expected to
be determined on the [REDACTED]. However, the Shares will not commence [REDACTED] on the
[REDACTED] until they are delivered, which is expected to be not more than five Business Days after
the [REDACTED]. As a result, [REDACTED] may not be able to sell or otherwise [REDACTED] the
Shares during that period. Accordingly, holders of our H Shares are subject to the risk that the
[REDACTED] of the Shares when [REDACTED] begins could be lower than the indicative
[REDACTED)] as a result of adverse market conditions or other adverse developments that may occur
between the time of sale and the time [REDACTED] begins.

Future sales or perceived sales of a substantial number of our H Shares in the [REDACTED]
following the [REDACTEDY] could materially and adversely affect the [ REDACTED] of our H Shares
and our ability to raise additional capital in the future, and may result in dilution of your
shareholding.

Prior to the [REDACTED], there has not been a [REDACTED] for our H Shares. Future sales or
perceived sales by our existing Shareholders of our H Shares after the [REDACTED] could result in a
significant decrease in the prevailing [REDACTED] of our H Shares. Only a limited number of the
Shares currently outstanding will be available for sale or issuance immediately after the [REDACTED]
due to contractual and regulatory restrictions on disposal and new issuance. Nevertheless, after these
restrictions lapse or if they are waived, future sales of significant amounts of our H Shares in the
[REDACTED] or the perception that these sales may occur could significantly decrease the prevailing
[REDACTED] of our H Shares and our ability to raise equity capital in the future.
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In addition, our Unlisted Shares may be converted into H Shares subject to regulatory approvals
and compliance with relevant regulatory requirements. Any conversion of our Unlisted Shares will
increase the number of H Shares available on the market and may affect the [REDACTED] of our H
Shares.

We cannot assure you that we will declare and distribute any amount of dividends in the future.

There can be no assurance that we will declare and pay dividends because the declaration, payment
and amount of dividends are subject to the discretion of our Directors, depending on, among other
considerations, our operations, earnings, cash flows and financial position, operating and capital
expenditure requirements, our strategic plans and prospects for business development, our constitutional
documents and applicable law. For more details on our dividend policy, please refer to the paragraphs

headed “Financial Information—Dividend” in this document.

We cannot make fundamental changes to our business without the consent of the Stock Exchange.

On April 30, 2018, the Hong Kong Stock Exchange adopted rules under Chapter 18A of its Rules
Governing the Listing of Securities on the Stock Exchange. Under these rules, without the prior consent
of the Stock Exchange, we will not be able to effect any acquisition, disposal or other transaction or
arrangement or a series of acquisitions, disposals or other transactions or arrangements, which would
result in a fundamental change in our principal business activities as set forth in this document. As a
result, we may be unable to take advantage of certain strategic transactions that we might otherwise
choose to pursue in the absence of Chapter 18A. Were any of our competitors that are not listed on the
Stock Exchange to take advantage of such opportunities in our place, we may be placed at a competitive
disadvantage, which could have a material adverse effect on our business, financial condition and results

of operations.

Our Controlling Shareholders have significant influence over our Company and their interests may

not be aligned with the interest of our other shareholders.

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

Company and may significantly reduce the price of our Shares.
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Facts, forecasts and statistics obtained from official government sources in this document relating to
our industry may not be fully reliable.

Facts, forecasts and statistics in this document relating to our industry are obtained from official
government publications that have not been independently verified by our Company, the Joint Sponsors,
the [REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], any of their respective
directors, employees, agents or advisers or any other person or party involved in the [REDACTED]. Due
to possibly flawed or ineffective collection methods or discrepancies between such published information
and factual information and other problems, the information from official government sources in this
document may be inaccurate and you should not place undue reliance on it. We make no representation as
to the accuracy of such facts, forecasts and statistics obtained from these sources. Moreover, these facts,
forecasts and statistics involve risk and uncertainties and are subject to change based on various factors

and should not be unduly relied upon.

You should read the entire document carefully, and we strongly caution you not to place any reliance

on any information contained in press articles or other media regarding us or the [REDACTED].

You should rely solely upon the information contained in this document, the [REDACTED] and
any formal announcements made by us in Hong Kong in making your [REDACTED] decision regarding
our Shares. We do not accept any responsibility for the accuracy or completeness of any information
reported by the press or other media, nor the fairness or appropriateness of any forecasts, views or
opinions expressed by the press or other media regarding our Shares, the [REDACTED] or us. We make
no representation as to the appropriateness, accuracy, completeness or reliability of any such data or
publication. Accordingly, prospective [REDACTED] should not rely on any such information, reports or
publications in making their decisions as to whether to [REDACTED] in our [REDACTED]. By
applying to [REDACTED] our Shares in the [REDACTED], you will be deemed to have agreed that you
will not rely on any information other than that contained in this document and the [REDACTED].
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In preparation for the [REDACTED], our Company has sought [and has been granted] the
following waivers from strict compliance with the relevant provisions of the Listing Rules and exemption
from compliance with the Companies (Winding Up and Miscellaneous Provisions) Ordinance:

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 and Rule 19A.15 of the Listing Rules, an issuer must have a sufficient
management presence in Hong Kong. This normally means that at least two of its executive directors must
be ordinarily resident in Hong Kong.

Our management, business operations and assets are primarily located outside Hong Kong. The
principal management headquarters of our Group are primarily based in the PRC. Our Company
considers that our Group’s management is best able to attend to its functions by being based in the PRC.
Our executive Directors are not or will not be ordinarily resident in Hong Kong after the [REDACTED]
of our Company. Our Directors consider that relocation of our executive Directors to Hong Kong will be
burdensome and costly for our Company, and it may not be in the best interests of our Company and our
Shareholders as a whole to appoint additional executive Directors who are ordinarily resident in Hong
Kong. As such, we do not have, and for the foreseeable future will not have, sufficient management
presence in Hong Kong for the purpose of satisfying the requirements under Rule 8.12 and Rule 19A.15
of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has granted] us,
a waiver from strict compliance with the requirements under Rule 8.12 and Rule 19A.15 of the Listing
Rules, provided that our Company implements the following arrangements to maintain effective
communication between the Stock Exchange and us:

(I)  pursuant to Rule 3.05 of the Listing Rules, our Company has appointed and will continue to
maintain two authorized representatives, namely, Mr. ZHU Jun (RH), our executive
Director, and Ms. LEUNG Wai Yan (#2ZXfik), our joint company secretary, to be the
principal communication channel at all times between the Stock Exchange and our
Company. Each of our authorized representatives will be available to meet with the Stock
Exchange within a reasonable time frame upon the request of the Stock Exchange and will
be readily contactable by telephone, facsimile and email;

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

(3)  each of our Directors not ordinarily residing in Hong Kong possesses or can apply for valid
travel documents to visit Hong Kong and will be able to meet with the Stock Exchange
within a reasonable period of time, when required;

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

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

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

EXEMPTION IN RESPECT OF FINANCIAL STATEMENTS

Section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
requires all prospectuses to include matters specified in Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance, and set out the reports specified in Part II of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

Paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance requires a company to include in its prospectus a statement as to the gross trading
income or sales turnover (as the case may be) of the company during each of the three financial years
immediately preceding the issue of the prospectus, including an explanation of the method used for the
computation of such income or turnover and a reasonable breakdown between the more important trading
activities.

Paragraph 31 of Part IT of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance further requires the company to include in its prospectus a report by the auditors of
the company with respect to (i) the profits and losses of the company and (ii) the assets and liabilities of
the company for each of the three financial years immediately preceding the issue of the prospectus.

Section 342A(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
provides that the SFC may issue, subject to such conditions (if any) as the SFC thinks fit, a certificate of
exemption from the compliance with the relevant requirements under the Companies (Winding Up and
Miscellaneous Provisions) Ordinance if, having regard to the circumstances, the SFC considers that the
exemption will not prejudice the interests of the investing public and compliance with any or all of such
requirements would be irrelevant or unduly burdensome, or would otherwise be unnecessary or
inappropriate.
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Rule 4.04(1) of the Listing Rules requires that the consolidated results of an issuer and its
subsidiaries in respect of each of the three financial years immediately preceding the issue of the listing
document or such shorter period as may be acceptable to the Stock Exchange be included in the

accountants’ report to the prospectus.

Rule 18A.03(3) of the Listing Rules requires that an eligible biotech company must have been in
operation in its current line of business for at least two financial years prior to listing under substantially
the same management. Rule 18A.06 of the Listing Rules requires that an eligible biotech company must
comply with Rule 4.04 of the Listing Rules modified so that references to “three financial years” or
“three years” in Rule 4.04 shall instead reference to “two financial years” or “two years”, as the case may
be. Further, pursuant to Rule 8.06 of the Listing Rules, the latest financial period reported on by the
reporting accountants for a new applicant must not have ended more than six months from the date of the

listing document.

In compliance with the abovementioned requirements under the Listing Rules, the Accountants’
Report set out in Appendix I to this document is prepared to cover the two years ended December 31,
2020 and 2021 and the four months ended April 30, 2022.

As such, we have applied to the SFC for, [and the SFC has granted], a certificate of exemption from
strict compliance with section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance in relation to the requirements of paragraph 27 of Part I and paragraph 31 of Part II of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance regarding the
inclusion of the accountants’ report covering the full three financial years immediately preceding the

issue of this document on the following grounds:

(a)  our Company is primarily engaged in the R&D, application and commercialization of
biotech products, and falls within the scope of a biotech company as defined under Chapter
18A of the Listing Rules. Our Company will fulfill the additional conditions for
[REDACTED] required under Chapter 18A of the Listing Rules;

(b)  the Accountants’ Report for each of the two years ended December 31, 2020 and 2021 and
the four months ended April 30, 2022 has been prepared and is set out in Appendix I to this

document in accordance with Rule 18A.06 of the Listing Rules;

(c)  given that our Company is only required to disclose our financial results for the two years
ended December 31, 2020 and 2021 and the four months ended April 30, 2022 in accordance
with Chapter 18A of the Listing Rules and preparation of the financial results for the year
ended December 31, 2019 would require additional work to be performed by our Company
and the reporting accountant of our Company, strict compliance with section 342(1)(b) of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance in relation to the
requirements of paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance would be unduly

burdensome for our Company;
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(d)  notwithstanding that the financial results set out in this document are only for the two years
ended December 31, 2020 and 2021 and the four months ended April 30, 2022 in accordance
with Chapter 18A of the Listing Rules, other information required to be disclosed under the
Listing Rules and requirements under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance has been adequately disclosed in this document pursuant to the
relevant requirements; and

(e)  the Accountants’ Report covering the two years ended December 31, 2020 and 2021 and the
four months ended April 30, 2022, together with other disclosures in this document, have
already provided the potential investors with adequate and reasonable up-to-date
information in the circumstances to form a view on the track record of our Company, and
that all information which is necessary for the investing public to make an informed
assessment of the business, assets and liabilities, financial position, management and
prospects has been included in this document. Therefore, the exemption would not prejudice
the interest of the investing public.

The SFC has [granted] a certificate of exemption under section 342A of the Companies (Winding
Up and Miscellaneous Provisions) Ordinance exempting our Company from strict compliance with
section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance in relation to
paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance on the condition that particulars of the exemption are set out in
this document.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rule 8.17 of the Listing Rules, an issuer must appoint a company secretary who
satisfies the requirements under Rule 3.28 of the Listing Rules. According to Rule 3.28 of the Listing
Rules, we must appoint an individual as the company secretary of our Company who, by virtue of his or
her academic or professional qualifications or relevant experience, is, in the opinion of the Stock

Exchange, capable of discharging the functions of company secretary.

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

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

(b)  a solicitor or barrister (as defined in the Legal Practitioners Ordinance); or

(c) a certified public accountant (as defined in the Professional Accountants Ordinance).

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

(a) length of employment with the Company and other listed companies and the roles he/she
played;
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(b)  familiarity with the Listing Rules and other relevant laws and regulations including the
Securities and Futures Ordinance, the Companies Ordinance, the Companies (Winding Up

and Miscellaneous Provisions) Ordinance and the Takeovers Code;

(c)  relevant training taken and/or to be taken in addition to the minimum requirement of taking
not less than fifteen hours of relevant professional training in each financial year under Rule
3.29 of the Listing Rules; and

(d)  professional qualifications in other jurisdictions.

Our Company considers that while it is important for the company secretary to be familiar with the
relevant securities regulations in Hong Kong, he/she also needs to have experience relevant to our
Company’s operations, a nexus to our Board and a close working relationship with the management of our
Company in order to perform the function of a company secretary and to take the necessary actions in the
most effective and efficient manner. It is for the benefit of our Company to appoint a person who has been
a member of the senior management for a period of time and is familiar with our Company’s business and
affairs as company secretary.

We have appointed Mr. LIU Wei (#I1%) (“Mr. Liu”) (our chief financial officer and Board
secretary) and Ms. LEUNG Wai Yan (2E£Jik) (“Ms. Leung”) as the joint company secretaries of our
Company. Ms. Leung is an associate member of The Hong Kong Chartered Governance Institute
(formerly known as The Hong Kong Institute of Chartered Secretaries) and therefore meets the
qualification requirements under Note 1 to Rule 3.28 of the Listing Rules and is in compliance with Rule
8.17 of the Listing Rules. Mr. Liu, however, does not possess the qualifications set out in Rule 3.28 of the
Listing Rules. We believe that Mr. Liu, by virtue of his knowledge and experience in handling financial
management and corporate development matters, is capable of discharging his functions as a joint
company secretary. We therefore believe that it would be in the best interests of our Company and of the
corporate governance of our Group to appoint Mr. Liu as a joint company secretary. For the biographical
information of Mr. Liu and Ms. Leung, see “Directors, Supervisors and Senior Management” in this

document.

We have therefore applied to the Stock Exchange for, and the Stock Exchange [has granted] us, a
waiver from strict compliance with the requirements under Rules 8.17 and 3.28 of the Listing Rules on
the conditions that: (i) Ms. Leung is appointed as a joint company secretary to assist Mr. Liu in
discharging his functions as our joint company secretary and in gaining the relevant experience under
Rule 3.28 of the Listing Rules; and (ii) the waiver will be revoked immediately if Ms. Leung, during the
three-year period, ceases to provide assistance to Mr. Liu as our joint company secretary or if there are
material breaches of the Listing Rules by our Company. We expect that Mr. Liu will acquire the
qualifications or relevant experience required under Rule 3.28 of the Listing Rules prior to the end of the
three-year period after the [REDACTED]. We will liaise with the Stock Exchange before the end of the
three-year period to enable it to assess whether Mr. Liu, having had the benefit of Ms. Leung’s assistance
for three years, will have acquired the skills necessary to carry out the duties of a company secretary and
relevant experience within the meaning of Rule 3.28 of the Listing Rules so that a further waiver will not

be necessary.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS

Name

Address

Nationality

Executive Directors

Mr. LI Kejian (& 50 fi)

Mr. ZHU Jun (RE)

Non-executive Directors

Mr. LV Shiwen (= 1 30)

Mr. SUN Xiaolu (f&BE)

Mr. ZHAO Chunsheng (i /)

Room 403

No. 24, Lane 110
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Certain information and statistics set out in this section have been extracted from various
official government publications, market data providers and an Independent Third Party source,
Frost & Sullivan. The report (the “Frost & Sullivan Report”) prepared by Frost & Sullivan and cited
in this document was commissioned by us. We believe that the sources of this information are
appropriate sources for such information and have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is false or
misleading or that any fact has been omitted that would render such information false or misleading.
However, the information from official government sources has not been independently verified by
our Company, the Joint Sponsors, any of their respective directors, employees, agents or advisers or
any other person or party involved in the [REDACTED], and no representation is given as to its
accuracy. Accordingly, the information from official government sources contained herein may not be
accurate and should not be unduly relied upon. For a discussion of the risks relating to our industry,
please refer to the section headed “Risk Factors”.

THE INTERVENTIONAL CRYOTHERAPY DEVICE MARKET
Overview of Interventional Cryotherapy

Cryotherapy is a treatment method that freezes and destroys abnormal cells or diseased tissue
through extreme cold. When the temperature drops below —40°C and the tissue is frozen, the tissue fluid
both inside and outside the cells will form iced crystals, the structure of the cells will be destroyed. After
freezing, cell dehydration, lipoprotein degeneration of membrane system, ischemic infarction of the
tissue, nutrition deficiency will happen, and finally, the cells necrosis will occur. Cryotherapy can be
used to diagnose and treat various diseases, such as cardiovascular diseases, respiratory diseases, benign

and malignant tumors.

Interventional cryotherapy is a minimally-invasive therapeutic or biopsy procedure that freezes
and destroys abnormal tissue through extreme cold using imaging guidance. Depending on the purpose
and outcome of freezing, interventional cryotherapy can be divided into cryoadhesion and cryoablation.
Cryoadhesion uses the strong adhesion force brought by low temperature to remove the targeted diseased
tissue. Cryoadhesion can be used for diagnostic purposes (e.g., cryobiopsy) and for removal of foreign
bodies from natural lumens (e.g., bronchi). Cryoablation is based on the use of cryogenic techniques to
freeze and destroy diseased tissue, causing necrosis or apoptosis and ultimately in situ inactivation of
physical tissue. Cryoablation is applied to treat various diseases such as cardiovascular diseases,

respiratory diseases, benign and malignant tumors, etc.

The interventional cryotherapy device market in China exhibits strong growth in recent years and
is projected to continue to grow significantly in the near future. The factors that are driving the market
growth include, among others, the accelerated aging population, the increased prevalence of chronic
diseases, strong government policy support, continuous technological advancements, and advantages
associated with the cryotherapy device and procedure. Catheter cryoablation, spray cryotherapy,
percutaneous probe cryotherapy and probe cryoadhesion are among the most widely used cryotherapy

and are expected to proliferate in the future.

-118 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

INDUSTRY OVERVIEW

Overview of Cryoablation

Cryoablation is a type of interventional cryotherapy that utilizes extreme cold to freeze, destruct
and destroy abnormal cells or diseased tissues. In cryoablation, cryogen is typically transmitted using a
catheter or probe that creates extremely cold temperature at the site of treatment, thus freezing the target
cells, causing cellular damage, death, and necrosis of diseased tissues. Cryoablation is also a type of
ablation performed without open surgery. In contrast to surgical resection that removes an entire organ or
part of it, ablation removes only a layer or multiple layers of tissue and does not damage the surrounding
healthy tissue. Compared with open surgery, ablation therapy including cryoablation generally has a
short recovery time, a short period of hospitalization and less bleeding as well as minimal risks. It can be
used to treat a wide range of diseases across several medical domains such as cardiovascology and

oncology.

According to Frost & Sullivan, cryoablation is an innovative and recently emerging research
hotspot, and is expected to become one of the mainstream minimally-invasive treatment modalities. It

offers benefits in the following aspects:

° Efficacy. Cryoablation forms uniform ablation and is able to preserve tissue architecture, in
comparison with point-by-point circumferential lesions by radiofrequency ablation which

generally shows a relatively higher recurrence rate.

° Safety. Cryoablation causes less patient pain and less damage to the adjacent tissue during
the procedure and reduces scar hyperplasia, when compared to other types of ablation such
as radiofrequency or microwave ablation. Its electrophysiological effects are completely

reversible within seconds if halted properly.

° Operation. Catheter stability enables the ease of operation for cryoablation. In addition,
cryoablation is less operator-dependent and features short learning curve and short

operation time for physicians.

There are three major categories of cryoablation, namely cryoballoon ablation, spray cryotherapy
and percutaneous probe cryotherapy, which function in different ways to treat diseases. The diagrams
below illustrate the mechanism of cryoballoon ablation, spray cryotherapy and percutaneous probe

cryotherapy:

Cryoballoon Ablation Spray Cryotherapy Percutaneous Probe
Cryotherapy
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During cryoballoon ablation or spray cryotherapy, cryoablation catheter enters a patient’s body
with the assistance of imaging tools such as fluoroscopy, endoscopy and advanced 3D mapping
navigation system through blood vessel or natural cavity such as respiratory, digestive or urinary tracts.
Cold liquid will be released by an inflated balloon in cryoballoon ablation or sprayed from the catheter in
spray cryotherapy to freeze the target tissue and destroy diseased cells. Such cold liquid typically
includes liquid nitrogen (N,), nitrous oxide (N,O) and carbon dioxide (CO,). Liquid nitrogen (N,) is
highly obtainable and affordable and is attractive as a cryogen for its simplicity to use with rapid cooling
rate. Compared to nitrous oxide (N,O) and carbon dioxide (CO,), liquid nitrogen (N,) can cool as low as
—196°C to enable deeper ablation with adjustable energy supply and strong continuity, and it is hygienic
and environment-friendly. Cryoballoon ablation and spray cryotherapy can be used in the treatment of
various diseases such as cardiovascular diseases, respiratory diseases and cancers. In particular, vascular
interventional cryoablation, in which the catheter is delivered via blood vessels, is typically indicated for
treating cardiovascular diseases, whereas the NOTES interventional cryoablation, in which the catheter
enters the body via natural cavity in a NOTES procedure, is generally used to treat tumors and respiratory

diseases.

In comparison, percutaneous probe cryotherapy works by inserting a needle of cryoprobe into a
patient’s body through skin while using imaging tools, such as CT scan and ultrasound, to plan the
puncture path. The percutaneous cryoprobe’s extremely cold temperature will freeze and destroy the
diseased cells, and the dead cells can serve as antigen to promote the body’s immune response. It is

suitable for treating solid tumors, such as liver, lung, breast and prostate cancer.

Overview of Cryoadhesion

Cryoadhesion utilizes the strong adhesion force created by low temperature to remove diseased
tissue. Cryoadhesion can be used to perform diagnostic procedures (e.g., cryobiopsy) and to remove
foreign bodies from natural lumens (e.g., bronchi). During cryoadhesion, the target tissue that contains
enough water to freeze and adhere to the catheter is drawn out by the adhesion force created by freezing.
Typically, cryoadhesion benefits the target tissue that is difficult to remove with standard forceps.

Market Size of Interventional Cryotherapy Devices

The market size of interventional cryotherapy devices reveals a rising trend. The global market size
of interventional cryotherapy devices has increased from USD852.9 million in 2016 to USD1,476.7
million in 2020 at a CAGR of 14.7%, and is expected to reach USD13,877.2 million in 2030. In China, the
market size of interventional cryotherapy devices has increased from RMB98.0 million in 2016 to
RMB390.8 million in 2020, representing a CAGR of 41.3%. The market size of interventional
cryotherapy devices in China is expected to further climb to RMB2,890.8 million in 2025 at a CAGR of
49.2% from 2020 to 2025, and to further increase to RMB11,233.9 million in 2030 at a CAGR of 31.2%
from 2025 to 2030.
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Growth Drivers and Future Trend for Interventional Cryotherapy Device Market

The interventional cryotherapy device market in China is expected to grow significantly mainly
due to the following factors:

° Accelerated aging population and patient pool expansion. According to the National
Bureau of Statistics, the number of people over the age of 65 reached 190.6 million in 2020,
accounting for 13.5% of the total population, which is expected to continue growing in the
future. Furthermore, the prevalence of diseases such as atrial fibrillation, respiratory disease
and cancer, increased rapidly over the last decade and is projected to continue to grow
significantly in the future due to changes in lifestyle and the increased risk of diseases with
age. The aging trend and changing disease patterns will create huge demands for
interventional cryotherapy devices in China.

° Unmet medical needs. Cryotherapy has been clinically demonstrated its potential in a wide
range of unmet medical needs. For certain challenging conditions, such as COPD,
medications with limited effectiveness are still the dominant treatment. Novel treatments
like cryoablation which provide patients with potentially better efficacy and safety
compared with traditional medication therapies, are urgently needed to address the unmet
medical needs.

° Innovation of technology and higher acceptance. Well-developed technologies with simple
operations can lower the learning curve for the surgeon and promote acceptance from
patients. Cryoablation, as a relatively simple technology to perform when compared with
traditional radiofrequency ablation, offers safe and low-pain therapy to benefit patients.
With proficient operation and advanced treatment methods, patients would have higher
acceptance for interventional cryoablation, driving the growth of interventional cryotherapy
device market.

° Favorable policy support and capital investment. In recent years, government has issued
several policies to promote the development of interventional cryotherapy device market.
For example, the “Health China 2030 released in 2016, “14th Five-Year Plan plan on
capacity building of clinical disciplines” (VU i [ Z [ifi K 2L} & J7 i 5 B #) issued in
October 2021 encouraged technological innovation in key areas of related specialties,
including cardiovascular system diseases, respiratory system diseases, digestive system
diseases, metabolic diseases and others. A variety of favorable policies are propelling
China’s cryotherapy device sector forward and expanding the market scale. With the support
of government policies, domestic leading innovative medical device companies have
attracted capital in recent years, which is a substantial driving force of market growth.

Entry Barriers for Interventional Cryotherapy Device Market

The development and commercialization of interventional cryotherapy devices require strong
research capabilities, in-depth understanding of market trends and extensive management experience.
Therefore, there are high entry barriers for new players to enter the interventional cryotherapy device

market, including:

° Multi-disciplinary expertise for development of active medical devices. An active medical
device refers to a device that requires a source of energy for its operation and has an output
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that is a function of present and past input signals, while passive medical devices don’t need
an external power source to function. The successful development of active medical devices
requires multi-disciplinary expertise in mechanical engineering and advanced materials. For
example, an active medical device must be electromagnetically compatible to function
normally in its electromagnetic environment without causing an unbearable electromagnetic
disturbance to anything in the environment. To prevent the use of electromagnetic
interference or electromagnetic harassment and to ensure the safety and effectiveness of
active medical devices, high expertise and accumulated industry know-how on product

design and manufacturing are necessary to the development of active medical devices.

° Technical barriers of interventional cryotherapy device market. Effective and accurate
control of volume expansion during vaporization is critical when using cryogens like liquid
nitrogen in cryoablation equipment. Especially when applied in cardiovascular intervention,
it is important to control the temperature of nitrogen and energy transformation, and thus
avoid massive volume expansion of nitrogen while pumping through small channels that
might cause “vapor lock™ or obstruction to further cryogen flow and lead to serious
consequences. In addition, the design and manufacture of the long, thin and flexible catheter
that introduces cryogen into the target ablated area is a high-end technology in the
development of interventional cryotherapy devices. While ensuring the flexibility of the
flexible catheter, retaining a certain degree of rigidity to support the catheter to reach the
target position, and ensuring the temperature resistance of the catheter, are all technical

barriers to consider in the design and development of catheter for cryoablation.

° Manufacturing, promoting and financial barrier. Quality control of cryotherapy
equipment materials, such as catheters and balloons, is critical during manufacturing. Once
the catheter is ruptured due to inability to withstand low temperature or bending during
treatment, the leaked liquid nitrogen will cause damage to tissues and organs at extremely
low temperatures. Currently, a lack of awareness or comprehensive understanding of the
interventional cryotherapy device market is still a barrier to the commercialization of such
devices. At the end of the day, it will be those with established and effective platforms to
lead the way in the market. In-house development and use of specific materials increase the
cost of R&D and manufacturing. As a result, well-capitalized companies have advantages

when entering such highly innovative market.
THE VASCULAR INTERVENTIONAL CRYOTHERAPY DEVICE MARKET
Atrial Fibrillation and Treatment
Overview of Atrial Fibrillation
Atrial fibrillation is a quivering or irregular heartbeat, namely arrhythmia, which can lead to blood

clots and stroke. During atrial fibrillation, the heart’s two upper chambers (the atria) beat chaotically and

irregularly, out of coordination with the two lower chambers (the ventricles).

-122 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

INDUSTRY OVERVIEW

Arial fibrillation patients are expected to experience fatigue, and rapid and irregular heartbeats.
Blood clots, which often form in the left atrial appendage, can travel to the brain and cause a stroke.
Compared to those without atrial fibrillation, the incidence of stroke and the disability and mortality rates
of patients with atrial fibrillation are significantly higher. According to the China National Stroke
Registry, the recurrence rate, disability rate, and fatality rate of stroke patients with atrial fibrillation are
approximately 32.35%, 51.58%, and 34.23%, respectively. Stroke patients with atrial fibrillation have a
3.7-times higher risk of recurrence than patients without atrial fibrillation.

Prevalence of Atrial Fibrillation

Atrial fibrillation affects a large number of people in China. According to the literature data quoted
in China Cardiovascular Health and Disease Report 2019, the standardized prevalence of atrial
fibrillation in China is about 0.7% in the population over the age of 35. The number of patients with atrial
fibrillation in China increased from 10.8 million in 2016 to 11.6 million in 2020, which is estimated to
reach 13.6 million at a CAGR of 3.2% from 2020 to 2025, and further climb to 16.6 million at a CAGR of
4.1% from 2025 to 2030. The following charts illustrate the historical and forecasted prevalence of atrial
fibrillation in China:

Prevalence of Atrial Fibrillation, 2016-2030E

Period CAGR
2016-2020 1.8%
2020-2025E 3.2%
2025E-2030E 4.1%

16.6

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

Source: Frost & Sullivan Analysis

Treatment for Atrial Fibrillation

Treatments for atrial fibrillation are divided into two categories: medical treatment and
non-medical treatment. In terms of medical treatment, anticoagulants and cardioversion drugs can
effectively treat atrial fibrillation in some patients, but they may cause serious side effects. Ventricular
rate control drugs is also a common medical treatment. However, they sometimes may not be effective
and are used due to fewer side effects. Non-medical treatments mainly include ablation, implanted
pacemaker, defibrillator and occluder. Ablation works by accurately ablating tissues that affect heart
rates using external energy. Implanted pacemaker treatment involves using an artificial pacemaker that
sends current to make the heart beat normally. Defibrillator can automatically recognize malignant
arrhythmia and discharge defibrillation. Occluder can block the potential thrombosis part and left atrial
appendage to prevent cardioembolic stroke.

-123 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

INDUSTRY OVERVIEW

Medical guidelines recommend interventional surgery for patients with symptomatic atrial
fibrillation, including paroxysmal and persistent atrial fibrillation, if drug therapy is not effective.
Short-term application of antiarrhythmic drugs can control the heartbeat disorder produced by atrial
fibrillation. However, drug therapy hardly cure atrial fibrillation, and long-term use of antiarrhythmic
drugs may cause arrhythmogenic effects and many side effects. As a result, treatment of atrial fibrillation
with antiarrhythmic drugs may not be a long-term solution. In addition, the overall effect of non-medical
treatment is significantly better than that of medical treatment, considering that (i) multiple clinical trials
have shown that ablation is more effective than medical treatment in maintaining sinus rhythm and
preventing reoccurrence of atrial fibrillation; (ii) patients’ adherence to medications is generally poor.
For example, the compliance rate of anticoagulation therapy in China is only about 32.3%, according to
Zhao et al. (2017); and (iii) medical treatment is not always effective, particularly for patients with severe
symptoms. Interventional and/or surgical treatment can be used if there is no improvement after medical

treatment, and some patients with severe symptoms can directly use interventional treatment.

Ablation therapy, in particular, outperforms antiarrhythmic drug therapy in maintaining sinus
rhythm and improving the patient’s quality of life. Ablation is used to treat atrial fibrillation by
destroying target heart cells, causing tissue death and blocking abnormal electrical signals. Its safety and
efficacy have been further confirmed by clinical studies. Radiofrequency ablation currently is the
standard clinical treatment. Patients with atrial fibrillation may also have a pacemaker implanted after the
ablation of the atrioventricular node to restore sinus rhythm, or a defibrillator implanted to prevent
sudden death from malignant ventricular arrhythmias. Cryoablation is another common ablation
treatment for atrial fibrillation, and pulse field ablation is a promising new ablation modality for atrial
fibrillation treatment. See “—Cryoablation for Atrial Fibrillation” below and “—The Pulse Field

Ablation Device Market—Pulse Field Ablation for Atrial Fibrillation” in this section for more details.

The chart below illustrates the comparison of different techniques used in cardiac ablation:

Diagram
e  Form uniform ablations and ableto @  Point-by-point circumferential
preserve tissue architecture lesion ablation with a wide range
Efﬁcacy e  Suitable for patients on dialysis of applications
e  Low recurrence rate of atrial e  Higher recurrence rate of atrial
fibrillation fibrillation than cryoablation
e  Less pain during operation, local e High risk of post-ablation atrial
anesthesia flutter, cardiac tamponade,
e Its electrophysiological effects are gastrointestinal bleeding and
completely reversible within thromboembolic events like stroke
Safety

seconds if halted properly
e  Reduce damage to the endocardial

&:EB surface and thus reduce the

formation of mural thrombus

e  Catheter stability enabling ease of e  Point-by-point ablation
operation e  Highly dependent on the operators
Op eration e  Barely operator-dependent e  Relatively long learning curves
e  Shorten learning curve e  Relatively long operation time
f e  Shorten operation time (~2 hours)

Source: Literature Review, Frost & Sullivan Analysis

124 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

INDUSTRY OVERVIEW

Cryoablation for Atrial Fibrillation

Cryoablation is one of the common ablation treatments for atrial fibrillation that utilizes extreme
cold to freeze and destroy the diseased tissue. It can be applied in the first-line treatment as an alternative
to antiarrhythmic drug therapy as an initial rhythm control strategy of symptomatic paroxysmal and
persistent atrial fibrillation. Cryoablation offers various benefits over the other types of ablation
treatment, such as ease of operation, low recurrence rate of atrial fibrillation, less pain during operation.
According to the Chinese Expert Consensus on Cryoballoon Ablation and Atrial Fibrillation published in
2020, cryoballoon ablation is safe and effective in patients with paroxysmal atrial fibrillation and may
have better clinical results than radiofrequency ablation.

The first cryoballoon system for treating paroxysmal atrial fibrillation in the world was launched
by Medtronic in the U.S. in 2010. The cryoablation systems of Medtronic were initially used for
drug-refractory recurrent symptomatic paroxysmal atrial fibrillation. In 2021, three multi-center clinical
trials were completed by Medtronic, and FDA approved the expanded indications of its cryoablation
system to treat drug-refractory recurrent symptomatic paroxysmal and persistent atrial fibrillation
(episode duration less than 6 months) and recurrent symptomatic paroxysmal atrial fibrillation as an
alternative to anti-arrhythmic drug therapy and as an initial rhythm control strategy. The recent clinical
trials have demonstrated the safety and benefits of cryoballoon ablation in preventing recurrence of atrial
arrhythmias in patients with paroxysmal atrial fibrillation not treated with anti-arrhythmic drugs, in
addition to significantly reducing patient pain, improving quality of life and providing substantially
improved treatment outcomes.

In China, the market of atrial fibrillation cryoablation devices is still in its early stage of
development, with significant growth potential. Against the backdrop of a yearly increase in the atrial
fibrillation population in China, a total of 81.9 thousand ablation procedures for atrial fibrillation were
performed in China in 2020, of which 9.8 thousand was cryoablation and 72.1 thousand utilized
radiofrequency. The number of cryoablation procedure for atrial fibrillation in China increased from 2.3
thousand in 2016 to 9.8 thousand in 2020 representing a CAGR of 44.0%, and is expected to rise further
to 224.9 thousand in 2030 at a CAGR of 36.9% from 2020 to 2030. Cryoablation’s share of total atrial
fibrillation ablation procedures increased from 7.0% in 2016 to 12.0% in 2020, which is expected to reach
27.6% in 2030. The diagram below shows the historical and forecasted number of ablation procedures
(including cryoablation and others) for atrial fibrillation in China:

Historical and Forecasted Volume of Atrial Fibrillation Ablation Procedures in China, 2016-2030E

CAGR 814.4
Period
Cryoablation Radiofrequency Total 698.4 101.1
Ablation

75.7
2016-2020 44.0% 23.9% 25.6%

2020-2030E 36.9% 21.1% 25.8%

Thousand

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

M Cryoablation Ml Radiofrequency Ablation Pulse Field Ablation

Source: Frost & Sullivan Analysis
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Market Size of Atrial Fibrillation Cryoablation Catheters

The global market size of atrial fibrillation cryoablation catheters has increased from USD726.6
million in 2016 to USD1,201.3 million in 2020 at a CAGR of 21.2%, and is expected to reach
USD7,735.0 million in 2030. In China, the market size of atrial fibrillation cryoablation catheters
increased from RMB48.4 million in 2016 to RMB255.0 million in 2020 at a CAGR of 51.5%. Driven by
the rising prevalence of atrial fibrillation and increasing penetration of cryoablation treatment, the market
size of atrial fibrillation cryoablation catheters in China is estimated to increase to RMBS5,103.0 million
in 2030.

Competitive Landscape of Atrial Fibrillation Cryoablation Devices

As of the Latest Practicable Date, there were only four commercialized cryoablation devices for
atrial fibrillation in the world, according to Frost & Sullivan. In China, there were only one
NMPA-approved cryoablation device for atrial fibrillation on the market in China, the Arctic Front
Advance of Medtronic as of the Latest Practicable Date. No domestically-manufactured atrial fibrillation

cryoablation device has been approved for commercialization in China.

As of the Latest Practicable Date, the Company was one of the only three companies conducting
clinical trials in China for atrial fibrillation cryoablation devices. According to Frost & Sullivan, the
Company’s Atrial Fibrillation Cryoablation System (“AF Cryoablation System”) is expected to be
among the first domestic cryoablation products for the treatment of atrial fibrillation approved for
commercialization in China. Details of the atrial fibrillation cryoablation devices in China are set out in
the table below:

Manufacturer Medtronic Cryofocus MicroPort Artechmed
Product Arctic Front Advance AF Cryoablation IceMagic® Cardiac Unknown
(Second generation cryoballoon) System Ablation System
. . Registration Enrollment leted Clinical trial
Clinical Stage NMPA approved in (2016) application submitted nrofiment complete initiated
Drug refractory recurrent Drug refractory Drug refractory Drug refractory
Indications symptomatic paroxysmal recurrent symptomatic | recurrent symptomatic | recurrent symptomatic
atrial fibrillation paroxysmal atrial paroxysmal atrial paroxysmal atrial
fibrillation fibrillation fibrillation

Liquified Nitrous Oxide | Liquified Nitrous Oxide

Energy Source Liquified Nitrous Oxide (N,0) Liquid Nitrogen (N,) (N.0) (N.O)

* Over 80% Efficacy at 12 months:
single procedure freedom from AF,

Clinical Outcomes AT, and AFL (n ~ 2,100 patients) N/A N/A N/A

* Shorter procedure times compared
with radiofrequency ablation

Bidding Price ¢ Balloon catheter: ~NRMB36,500 / / /

National
Reimbursement Covered / / /
Coverage

Source: Company official website, NMPA website, Frost & Sullivan Analysis
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Most cryoablation products use nitrous oxide as the cryogen, while the Company’s AF
Cryoablation System uses liquid nitrogen. According to literature review, liquid nitrogen as an energy
source allows for rapid cooling and adjustable energy supply, and compared to nitrous oxide-based
cryoablation that needs to meet the demand for high pressure resistance, liquid nitrogen-based
cryoablation requires low pressure resistance and therefore ensures the operational safety. Using liquid
nitrogen or liquefied nitrous oxide as cryogen in cryoablation procedures is technically demanding due to
the following potential risks and challenges. When liquid nitrogen is introduced into the freezing zone of
cryoprobe and in contact with surrounding warm biological tissues, the nitrogen may evaporate and
expand several hundred-fold in volume at atmospheric pressure if its temperature rises above the boiling
temperature (-196°C). The Company’s unique liquid nitrogen cryoablation technology resolves the
excessive volume change associated with vaporization while maintaining the benefits of liquid nitrogen.
Nitrous oxide systems typically achieve cooling by expansion of the pressurized gases through a
Joule-Thomson expansion element such as a small orifice and throttle. However, cryosurgical
applications using nitrous oxide are limited due to the insufficiently low operating temperature and
relatively high initial pressure. The returning gas also requires insulation to avoid freezing non-target
tissues. If the exhaust gas from the probe is improperly vented, nitrous oxide concentrations in air can
reach several thousand parts per million during a cryosurgical procedure and may remain elevated
following the procedure, possibly affecting short-term behavioral and long-term reproductive health.
Based on such literature research, it is estimated that the first-movers in this market with advanced liquid
nitrogen technologies will have more chances to capture large market shares in the future, according to
Frost & Sullivan.

Hypertension and Treatment
Overview of Hypertension

Hypertension is defined as having an average SBP of 140 mmHg or higher or an average DBP of
90 mmHg or higher, or currently using antihypertensive medication.

Uncontrolled hypertension is defined as having an average SBP of 140 mmHg or higher, or an
average DBP of 90 mmHg higher despite the use of three antihypertensive medication of different
classes, according to National Center for Cardiovascular Disease. Resistant hypertension refers to
hypertension irresponsive to aggressive medical treatment. Hypertension is considered resistant when all
of the following conditions are met: (i) the patient’s blood pressure is constantly above the treatment goal
(usually 140/90 mmHg); (ii) the patient is taking three or more different antihypertensive medications at
the maximally tolerated doses; (iii) one of the antihypertensive medications is a diuretic, and (iv) the
hypertension requires four or more medications to be controlled. Patients with uncontrolled or resistant
hypertension generally have higher risk of end-organ damage and complications, such as stroke, heart
attack, heart failure, kidney damage, memory damage, vision damage and erectile dysfunction, when
compared to those with controlled blood pressure.

Prevalence of Hypertension

Due to factors such as aging population and people’s unhealthy lifestyle, the number of
hypertension patients rises steadily at a CAGR of 2.3% from 297.1 million in 2016 to 325.9 million in
2020, and is projected to continue to grow to 390.1 million in 2030. In particular, the incidence of
hypertension among young and middle-aged patients has increased rapidly in the past decade, and its
increasing trend is more rapid and visible than that of the elderly.
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According to Frost & Sullivan, approximately 15.0% and 62.5% of hypertension patients in China
suffered from resistant hypertension and uncontrolled hypertension, respectively. Such rates are greatly
affected by age and other genetic factors, and do not significantly fluctuate over time. The number of
patients with resistant hypertension increased from 44.6 million in 2016 to 48.9 million in 2020 at a
CAGR of 2.3%, and is expected to reach to 54.0 million in 2025 and further climb to 58.5 million in 2030.
The number of patients with uncontrolled hypertension grew from 191.6 million in 2016 to 203.7 million
in 2020. This number is projected to increase at first to 214.1 million in 2025 and to reduce slightly to

212.6 million in 2030 with improved health awareness and advanced treatment methods.

Treatment of Hypertension

In China, according to the Chinese Hypertension Health Management Specification (2019 edition)
and the Chinese Hypertension Prevention and Treatment Guidelines (2018 edition), there are three main
treatment methods for resistant hypertension, including lifestyle intervention, pharmacotherapy and
interventional or instrumental therapy, such as renal denervation (RDN). Interventional or instrumental

therapy has great application potential in the future and is still under clinical research.

Healthier lifestyle changes are always advised, but they are difficult to treat uncontrolled or
resistant hypertension. Pharmacotherapy alone is also difficult to treat resistant hypertension, and it is
inconvenient to many patients, since patients are required to take large amounts of medications frequently
and for a long time. Antihypertensive drugs can cause side effects which led to poor adherence to
pharmacotherapy in hypertension patients. Thus, effective long-term alternative therapies are needed,

and RDN is gaining increasing attention as a promising therapy.

Renal Denervation Therapy

RDN is a minimally invasive procedure in which energy released through the ablation catheter acts
on the sympathetic nerve fibers in the perivascular wall of the renal artery, reducing the hyperactivity of

the renal artery sympathetic nerve and, as a result, lowering the blood pressure.

RDN is currently the most widely followed and well-studied interventional therapy for
hypertension. Clinical trials in recent years suggest that RDN provides general safety and clear efficacy
in lowering blood pressure. The SPYRAL HTN-OFF MED (SPYRAL Pivotal) trial has shown the
superiority of catheter-based RDN compared with a sham procedure to safely lower blood pressure in the
absence of antihypertensive medications. More future research will also concentrate on identifying

patients with well-responding hypertension and clarifying relevant predictors.
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RDN can lower blood pressure by reducing sympathetic hyperexcitability. The procedure involves
the spiral ablation of bilateral renal arteries, and is carried out via the femoral artery route. Energy is
delivered to damage the nerve fibers in the adventitia and hence to remove the renal sympathetic
innervation and to inhibit the renal sympathetic nerves. The procedure is highly target-selective,
minimally invasive, involves short post-operative recovery duration, and does not require a permanent
implantation. There are also no systemic adverse reaction and only a few operation-related side effects,
while future research may shed light on reducing complications and relapse. The following diagrams
illustrate the RDN procedure:

P 3% & D W

Catheter o Bllateral Renal removal
Sertion L Catheter
A inervenional cathorn 1 o Energy delivery oMllltl site treatment Treatment o

The catheter is removed

inserted into the Kidne Energy is delivered at the target | The target might involve | The procedure is hout any permanent
the renal artery, ¥ via | tissue for 1 minute to regulate | multiple sites within the renal 1 performed in both witl 10:‘-.muon volved
" nerve fiber function. ' artery and is decided by the ' kidneys impla

surgeon.

Most RDN studies employ radiofrequency current and ultrasound as the energy sources for
ablating the renal sympathetic nerves. For radiofrequency ablation, accurate catheter placement and
proper contact with the vessel wall are necessary. Furthermore, radiofrequency ablation are applied
discretely, and there are probably functional fibers remained after treatment and diffuse visceral
abdominal pain caused by tissue heating. Therefore, a device with higher stability and less side effect is
demanded. Recently, RDN with catheter-based cryoablation has been used in animal experiments and
human trials. These studies suggest that cryoablation RDN is efficient and safe, with lower blood
pressures and reduced sympathetic nervous system activity. The chart below demonstrates the
comparison of different ablation techniques used in RDN:

Radiofrequency Ablation RDN Cryoablation RDN

e  RF catheters ablate lesions circumferentially but the e  Cryoablation RDN is more penetrating, resulting in
lesions vary in shape, area, and diameter depending fewer NFL (neurofilament)' positive nerves
Thoroughness on the adjacent tissue substructures remaining in Sheep Model
In Swine Model, the NE (norepinephrine)* content e  In Swine Model, the NE content of the renal cortex
Efﬁciency of the renal cortex dropped by 73% by dropped by nearly 90% by Cryoablation RDN

radiofrequency ablation

e  RF ablation RDN produces tissue disruption, e  Cryoablation EDN is associated with less
Safety which increases the risk of perforation and endothelial damage and thrombus formation
thromboembolism

Q O M

Notes:

1 The above information was derived and summarized from different clinical trials for different products without the
support of controlled, head-to-head comparison between radiofrequency and cryoablation RDN.

2 The content of renal NE (norepinephrine) is a surrogate biomaker of denervation efficiency.

3 The attenuation of NFL-positive nerves density is a marker for the reduction of sympathetic hyperinnervation in a

rat infarct model.
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Competitive Landscape and Market Size of RDN Product Market

The RDN product market is still at its early stage of development. As of the Latest Practicable
Date, seven RDN product had been commercialized in the world. In China, there were only five market
players that had RDN product candidates in clinical trial stage, out of which, the Company’s Cryofocus
Renal Denervation System (“Cryo-RDN System”) is the only cryoablation-based RDN product
candidate. Details of the RDN product candidates under development in China are set out in the table

below:

Technology Cryoballoon Radiofrequency
Manufacturer Cryofocus Bioheart Golden Leaf SyMap Medtronic
Product . o
Name Cryo-RDN System Iberis N/A SyMapCath Symplicity Spyral
Clinical . . . . .
Status RCT ongoing RCT ongoing RCT ongoing RCT ongoing FIM ongoing
Reduction on average Reduction in average Average 24-hour The control rates of N/A
Primarv 24-hour ambulatory 24-hour ambulatory ambulatory systolic office systolic
rimary . -
Outrai systolic blood pressure | systolic blood pressure blood pressure blood pressure
/ at 6 months at 3 months follow-up | changes at 6 months (SBP<140mmHg)
Measures
follow-up at 6 months after the
treatment
Note:
. This table only includes RDN products with public information of clinical progress within three years.

Source: Clinical trials, Company official website, Literature Review, Frost & Sullivan Analysis

According to Frost & Sullivan, the Cryo-RDN System manufactured by the Company is expected
to be among the world’s first cryoablation products that specifically focus on the treatment of
hypertension. According to Frost & Sullivan, considering the prevalence of hypertension, the limitations
of currently available therapies and the benefits of RDN over traditional treatment, the size of the RDN
product market in China is expected to grow rapid after the product candidates of the aforementioned
forerunners are approved by the NMPA. Frost & Sullivan estimates that the global market size of the RDN
catheters for the treatment of hypertension will reach USD736.9 million in 2030 with a high CAGR of
257.2% from 2025 to 2030. Frost & Sullivan further estimates that the market size of the RDN catheters
for the treatment of hypertension in China will reach RMB6.5 million and RMB1,069.9 million by 2025
and 2030, respectively, which represents a CAGR of 177.2% from 2025 to 2030.

- 130 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE READ
IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT

INDUSTRY OVERVIEW

THE NOTES INTERVENTIONAL CRYOTHERAPY DEVICE MARKET
The Tumor Interventional Cryotherapy Device Market
Overview of Tumor Interventional Cryotherapy

Cryoablation can be used to treat pain and other symptoms associated with abnormal tissue spread.
This therapy might be used alone to alleviate cancer symptoms when a mass is too risky to operate on, or
it could be part of a larger, multi-therapy treatment plan. Therefore, cryoablation benefits patients who
are unable to undergo surgical tumor removal. Compared with the other types of ablation, cryoablation
demonstrates several benefits, such as local anesthesia, less pain and tumor immunogenicity kept.
Moreover, the frozen area formed by cryoablation has clear boundary and uniform temperature, making it
easy to monitor the ablation area. See “—the Interventional Cryotherapy Device Market—Overview of
Interventional Cryotherapy” in this section for more details.

Bladder Cancer and Treatment
Overview of Bladder Cancer

Bladder cancer is one of the several types of cancer arising from the tissues of the bladder, in which
cells may grow abnormally and acquire the potential to metastasize. Urothelial carcinoma (UC), also
known as transitional cell carcinoma (TCC), is by far the most common type of bladder cancer. UC
originates in the urothelial cells that line the inner layer of the bladder. Patients treated with the
traditional approaches often see a rapid disease progression and repeated relapses, and the 5-year overall
survival rate is less than 50%. There is an urgent need for a novel UC treatment with higher efficacy.
Non-muscle-invasive bladder cancer (NMIBC) is a heterogeneous subclassification of UC, in which the
cancer is found in the tissues that lines the inner surface of the bladder but not yet invaded into bladder
muscle.

The bladder cancer can also be classified as non-muscle-invasive bladder cancer (NMIBC) and
muscle-invasive bladder cancer according to its extent of invasion into the muscular layer. NMIBC
generally occurs during the earlier stages of cancer progression. It is papillary carcinoma confined to
urothelium (Tis, Ta), and lamina propria (T1). NMIBC accounts for 75% of newly diagnosed bladder
cancer. The chart below illustrates the clinical stages of bladder cancer:

Non-muscle invasive bladder cancer
(NMIBC)

Stage Stage Description Characteristics

The cancer is a flat, non-invasive
carcinoma, also known as flat
carcinoma in situ (CIS). The
cancer is growing in the inner

Urothelium ¢

Lamina propria

Muscularis propria lining layer of the bladder only . Confined
. . . to the
Ta The cancer is a non-invasive A
- urothelium

papillary carcinoma. It has grown
toward the hollow center of the
bladder but has not grown into
the connective tissue or muscle
of the bladder wall.

The cancer has grown into the 1 Con‘ﬁned to
layer of connective tissue under lamm:‘z
the lining of the bladder wall. propria

Source: Literature Research, Frost & Sullivan Analysis
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Incidence of Bladder Cancer

The incidence of bladder cancer in China increased from 77.1 thousand in 2016 to 85.7 thousand in
2020, representing a CAGR of 2.5% from 2016 to 2020. The incidence of bladder cancer is expected to
grow to 101.1 thousand in 2025 with a CAGR of 3.4% from 2020 to 2025, and further reach 117.6
thousand in 2030 with a CAGR of 3.1% from 2025 to 2030. The following chart illustrates the historical
and forecasted incidence of bladder cancer in China:

Historical and Forecasted Incidence of Bladder Cancer in China 2016-2030E

Period CAGR
2016-2020 2.5%
2020-2025E 3.4%
2025E-2030E 3.1%

117.6

114.1

Thousand 1107

77.1 79.6

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

Source: Frost & Sullivan Analysis
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Treatment of Bladder Cancer

Treatment of bladder cancer is based on the tumor’s clinical stage when it’s first diagnosed. A
majority of newly diagnosed bladder cancer is NMIBC. TURBT is typically the first treatment for
NMIBC, in which malignant tissue is removed with an electrocautery device during cystoscopy. For
muscle-invasive bladder cancer, namely mid- to late-stage bladder cancer, cystectomy and chemotherapy
are the main treatments. Major surgical and non-surgical options in bladder cancer management currently
available on the market are set out in the table below:

Type of : . . . q
bladder cancer Stage Surgical options Non-surgical options
*Ta ) * Intravesical chemotherapy within 24 hours after TURBT
e Tisor Transurethral resection of bladder « For flat non-invasive (Tis) tumors, intravesical Bacillus
carcinoma | tumor (TURBT) Calmette-Guerin (BCG) is the treatment of choice after
in situ TURBT
NMIBC » TURBT with fulguration is usually e If cancer tumors are completely removed, intravesical BCG
“TI the first treatment (preferred) or intravesical chemo is usually given
¢ asecond TURBT is often « If cancer tumors aren’t completely removed, further
recommended several weeks later treatment options can be intravesical BCG.

* TURBT is typically the first treatment
for these cancers, but it's done to help
determine the extent or stage of the

cancer rather than to try to cure it « Often given chemotherapy before surgery

e T2aandT2b | ¢ If canceris in only one part of the « For people who have had surgery, but the features of the
bladder, a partial cystectomy may be t