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SUMMARY

This summary aims to give you an overview of the information contained in this
document. As this is a summary, it does not contain all the information that may be
important to you. You should read the entire document before you decide to invest in the
[REDACTED].

There are risks associated with any investment. Some of the risks in investing in the
[REDACTED] are set out in “Risk Factors” of this document. You should read that
section carefully before you decide to invest in the [REDACTED].

OVERVIEW

Our Company

We developed China’s first city-specific cloud hospital platform, according to Frost &
Sullivan, and nurtured a cloud hospital network that connects local governments, medical
institutions, patients and insurers to enable equitable access to medical resources and more
effective and efficient delivery of healthcare. Through the cloud hospital network, we facilitate
the delivery of Internet medical services, including online hospital services, remote medical
services, smart family doctor services and Internet home care services. We also provide health
management services and offer smart healthcare products. According to Frost & Sullivan, as
of December 31, 2021 and September 30, 2022, we are the largest cloud hospital network in
China in terms of the number of cities covered.

Digital healthcare is the integration of information technology with medical resources and
practices to create new healthcare service platforms and infrastructure, and to enable
stakeholders to deliver more precise and customized care with improved quality and equitable
access. Through digital healthcare, we help relevant stakeholders realize healthcare
transformation to achieve digital connection between online and offline settings, inside and
outside of medical institutions and among medical institutions, and solve diverse and systemic
problems facing the healthcare system. We believe that the core value of cloud-based
healthcare should reside with empowering all participants in the healthcare system, to align
with all relevant stakeholders’ interests without disrupting the system as a whole.

As of December 31, 2020 and 2022, our network grew from 24 to 29 city-specific cloud
hospital platforms in China. As of the same dates, 1,796 and 2,400 hospitals were connected
to our cloud hospital network, respectively. We believe our cloud hospital platforms can
generate strong network effects as more hospitals and other participants join our platforms over
time to expand the depth and breadth of medical resources available and the reach to an
ever-larger group of healthcare consumers, resulting in a virtuous cycle in sustaining our
growth.
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Our Solutions

We have created a portfolio of solutions designed to empower the participants in the
healthcare system to improve overall efficiency and effectiveness. The following diagram
illustrates the relationships among our four business segments and the synergistic effects
generated among them:

Infrastructure foundation to provide Internet
Medical Services

Increase the attractiveness and
competitiveness of our cloud hospital
platform services
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Increase our presence in primary
medical institutions and hospitals
Service enrichment with online

and offline integrated capabilities
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Extend healthcare scenarios and
increase user traffic

Post check-up smart healthcare
products sale

Our solutions are designed to generate synergistic effects among themselves. Our cloud
hospital platform services, serving as the entry point of our solutions, connect the healthcare
participants to our cloud infrastructure, thereby allowing them access to our SaaS tools and
medical service modules. Our Internet medical services empower medical institutions to offer
convenient and one-stop online and offline integrated medical services inside and outside of
medical institutions to patients throughout the full healthcare cycle. We also provide offline
health management services through our own medical institutions to individuals and
institutional clients, so as to enable them or their employees to manage health alongside our
Internet medical services. Furthermore, smart healthcare products have enriched the healthcare
scenarios so that our solutions can benefit the end patients and healthcare consumers, and
created room for us to further enrich our service offerings. We expect our solutions to further
attract healthcare participants to our platforms and increase quality medical resources available
through our platforms, thereby resulting in a virtuous cycle for our sustainable growth.

Our cloud hospital platforms are an important feature of our solutions, particularly the
cloud hospital platform services and Internet medical services. Such city-specific cloud
hospital platforms are typically established through the offering of our cloud hospital platform
services, and are utilized to facilitate the offering of the Internet medical services, while the
maintenance and upgrade of such platforms further drive the growth of our cloud hospital
platform services. These platforms can aggregate and organize the health data generated
through our healthcare products, along with the EMRs and other health data from our
customers of the cloud hospital platform services as well as EHRs from our provision of health
management services, to produce more accurate personal health profiles that allow the delivery
of more precise and personalized care.
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The following table sets forth certain details of our solutions:

Business segment

Business model and target
customers

Offering

Revenue model

Cloud Hospital
Platform Services

Provide technology
solutions to local
governments and medical
institutions

Platform construction
services

Constructing or upgrading the

cloud hospital platforms or
independent cloud hospital
systems

Revenue recognized from
service fees which are
priced considering the
function requirement and
complexity of each
construction or upgrade
project, and consisting of
both one-off and
recurring projects

Provide technology
solutions to medical
institutions and insurers

Platform connection
services

Connecting medical institutions

to our cloud hospital
platforms, allowing them
access to a variety of digital
healthcare functions

Annual connection fee,
while mostly free for
primary medical
institutions, and
consisting of mostly
recurring projects

Internet Medical
Services

Directly provide or
facilitate medical
institutions to provide
patients with online and
offline integrated medical
services

Online hospital services

Smart hospital services, online

medical consultation and
prescription processing
services and value-added
follow-up management
services, which are not
available under the
traditional offline hospital
setting

Remote medical services

Services that help primary

medical institutions expand
their service capabilities to
provide remote diagnosis,
remote consultation and
bidirectional referral services
with the assistance of
(specialists from) large
hospitals

Smart family doctor
services

Allowing patients and other

healthcare consumers to sign
up for family doctors to help
with their general medical
needs

Internet home care
services

Primarily online matching of
patients and nurses to

conduct professional care
services at the patients’

premises

Service fees income from
patients and institutions
on a gross basis for
services rendered by the
medical professionals at
or registered with our
own medical institutions;
or platform management
fees from third-party
medical institutions as a
percentage of service
fees received by the
third-party medical
institutions from patients
on a net basis
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Business segment

Business model and target
customers

Offering

Revenue model

Health Management
Services

Provide health management
services to individuals
and institutional clients
(who purchase the
services for the benefit of
their employees),
including government
agencies, corporations,
banks and insurers

- Comprehensive health
management services

Offline health check-ups
through our own medical
institutions and online health
management services
provided by our online health
management professionals

- Chronic disease
management services

Chronic disease condition
monitoring, healthcare news
feed services and
intervention planning
services based on the
individuals chronic disease
conditions

Typically service fees
charged on the scope of
services of the health
management packages
selected, the number of
employees of the
institutional clients to be
covered, and the duration
of such package

Smart Healthcare
Products

Sell smart healthcare
products to local
governments and primary
medical institutions

- Products embedded with
[0T technology that
meet the needs of
primary medical
institutions to enhance
their operational
efficiency

Digital Clinic and Digital
Pharmacy products, All-in-
One Healthcare Devices,
among others, to facilitate
remote medical consultations,
drug delivery and establish
EHRs for individuals

Sell smart healthcare
products to corporations
and individuals

- Products that meet the
needs of individuals for
personal health

management

Smart blood pressure monitors,
smart blood glucose meters,
and smart wearables, among
others

Pricing based on purchase
price of devices, plus
cost of software and
services components, if
any

The following table sets forth our revenue breakdown by business line for the years

indicated:

Cloud hospital platform services
Internet medical services
— Online hospital services
— Remote medical services
— Smart family doctor services'" . . . .
— Internet home care services
Health management services. . . . ... ..
Smart healthcare products

ey

Year ended December 31,

2020

2021

2022

(RMB in thousands, except for percentages)

78,611 15.6% 127,967 20.8% 122,369 17.8%
55,057 11.0% 93,407 15.2% 137,834 20.1%
49,240 9.8% 80,144 13.0% 117,972 17.2%
4,325 0.9% 10,248 1.7% 13,871 2.0%
1,492 0.3% 3,015 0.5% 5,991 0.9%
222,465 44.2% 240,918 39.2% 209,199 30.4%
146,875 29.2% 152,010 24.8% 218,013 31.7%
503,008 100.0% 614,302 100.0% 687,415 100.0%

We do not charge fees for smart family doctor services.
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We generally leverage the following means to acquire customers for each of our business
lines:

Cloud Hospital Platform Services. For cloud hospital platform services, we typically
utilize our internal customer resources and designate personnel to source the latest tender and
bidding opportunities for obtaining new projects from local governments and hospitals. We
acquire most of our customers through tender and bidding process, with historical bidding
success rate over 80%. For more details on the tender and bidding process, see “Business — Our
Customers — Project Tender and Bidding.” In particular, for establishing city-specific cloud
hospital platforms, we designate personnel for evaluating the market potential of city
candidates in terms of various factors such as the population size, maturity of local medical and
information infrastructure, extensiveness of medical networks, regulatory dynamics and public
awareness and acceptance of our solutions on a periodic basis, and for continually monitoring
tender and bidding opportunities available in different regions. We also regularly communicate
with medical institution customers to understand their latest needs for digital healthcare
infrastructure related services.

Internet Medical Services. For Internet medical services, we typically acquire customers
through traffic brought by connected medical institutions, and synergy from health
management services and smart healthcare products.

Health Management Services. For health management services, we typically acquire
customers through marketing to institutional customers, traffic brought by offline medical
institutions, and synergy from Internet medical services.

Smart Healthcare Products. For smart healthcare products, we typically acquire
customers through marketing and business development activities to institutional customers.
We regularly communicate with potential customers to gauge their demand for smart healthcare
products, and designate personnel for continually monitoring tender and bidding opportunities
available in the market.

Meanwhile, we continue to focus on improving customers’ satisfaction through
optimizing our solutions for purposes of retaining our existing customers.

The following table sets forth some details on our solutions’ competitive landscape:

Business segment Sub-industry Type of competitors
Cloud hospital platform services . . . . . . . Digital healthcare Healthcare IT solution providers, such
infrastructure industry as traditional IT solution companies

with business footprint in the
healthcare industry, as well as
specialized health-tech companies
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Business segment Sub-industry Type of competitors
Internet medical services. . . ... ... ... Digital medical services Digital medical services companies,
industry such as online medical appointment
making and consultation platform
companies and online prescription
processing platform companies
Health management services. . . . ... ... Digital health Health management service
management industry companies, such as franchise of
private health check-up companies
and the health check-up
departments of public hospitals
Smart healthcare products . . . .. ... ... Digital consumer Digital health product companies,
healthcare products such as medical equipment
and services industry companies and traditional IoT
product companies with healthcare
offering

For more details, see “Industry Overview — The PRC Digital Healthcare Services Industry
— Competitive Landscape.”

Our competitive edges for each of our business lines over our peers are as follows:

Cloud Hospital Platform Services. Our competitive edges for cloud hospital platform
services mainly include: (i) a comprehensive suite of six function modules which caters to the
needs of our platform users; (ii) economies of scale and reduced development and
implementation costs of establishing new cloud hospital platforms, benefiting from years of
expertise and experience in developing and operating such platforms; and (iii) solid business
development capabilities and relationships with local governments and medical institution
customers, given our established market position and first-mover advantages within respective
cities.

Internet Medical Services. Our competitive edges for Internet medical services mainly
include: (i) rich medical resources which provide wide geographical coverage and adequate
supply of medical professionals; (ii) support from local governments and medical institutions,
given the valuable benefits brought to ease the scarcity and uneven distribution of quality
medical resources and in accordance with favorable national policies; (iii) quality services
safeguarded by our quality control measures, as well as the three provincial-level Internet
healthcare service supervision platforms operated by us in Jiangsu, Liaoning and Yunnan
provinces; and (iv) user traffic synergy brought by our health management services. Users of
our health management services can conveniently access Internet medical services after health
check-up services.
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Health Management Services. Our competitive edges for health management services
mainly include: (i) better user experience than with other traditional offline health check-up
service providers realized through our offering of Internet medical services, as users of the
health management services can store their EHR via an online portal and seek Internet medical
services if any health issue is identified; (ii) quality services and well-established reputation
in regional markets; and (iii) strong business development capabilities with institutional
customers.

Smart Healthcare Products. Our competitive edges for health management services
mainly include: (i) better user experience than with other traditional offline health check-up
service providers realized through our offering of Internet medical services, as users of the
health management services can store their EHR via an online portal and seek Internet medical
services if any health issue is identified; (ii) quality services and well-established reputation
in regional markets; and (iii) strong business development capabilities with institutional
customers.

Key Operational Data

The number of medical institutions connected to our platform increased stably during the
Track Record Period from 30,885 as of December 31, 2020 to 35,500 as of December 31, 2022.
The majority of the primary medical institutions are connected to our platform for free, mostly
providing smart family doctor services through our platform. Meanwhile, medical institutions
that pay a fee for our platform connection services are largely hospitals. As of December 31,
2020, 2021 and 2022, the total number of medical institutions that contributed revenue to our
cloud hospital platform services segment was 242, 138 and 145, respectively. We believe that
the primary medical institutions connected to our platform can drive user traffic for the Internet
medical services, thus bringing synergistic effects. For more details about the synergistic
effects, see “Business — Our Solutions — Cloud Hospital Platform Services — For medical
institutions” in this document.

As of December 31, 2022, we had a chain of ten self-owned medical institutions with an
average gross floor area of 3,000 square meters and an average of 50 to 70 employees located
in nine cities. As of December 31, 2020, 2021 and 2022, we had a team of approximately
61,200, 102,200 and 113,000 doctors, respectively, registered with our cloud hospital
platforms. As of the same dates, there were approximately 10,300, 16,500 and 38,000 nurses,
respectively, registered with our cloud hospital platforms.
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Internet Medical Services and Health Management Services

The following table summarizes the volumes of the services offered over our cloud

hospital platforms for the years indicated:

Year ended December 31,

2020 2021 2022
(in thousands)

Online consultations . . . ... ................ 512.9 1,111.4 1,674.0
Prescriptions processed. . . . . ... ... ... ... .... 925.8 787.0® 839.0
Remote medical services. . . .. ... ... ... ...... 701.0 860.6 1,067.0
Smart family doctor services™ . . .. .. .. ... ... .. 1,417.6 2,306.6 5,218.0
Internet home care

SEIVICES . o . v v v it i 16.4 29.9 54.0
Health management

SEIVICES .« v v o v o e e e e e e e e e 475.0 525.9 480.0
(1)  Though we did not charge fees for smart family doctor services and did not generate revenue from such

()

3)

services accordingly during the Track Record Period, we expect the family doctors to act as an entrance point
to our solutions for residents.

The volume of prescriptions processed decreased in 2021 compared to 2020 mainly because most of the
prescriptions processed in 2020 arose from pharmacies connected to our platforms which did not arise from
online consultations and were uploaded by patients and redeemed upon approval by pharmacists over our
platform, and as we deprioritized processing prescriptions arising from pharmacies and switched focus to
processing prescriptions arising from online consultations over our cloud hospital platform, for which we
charge service fees, the prescriptions processed arising from pharmacies decreased both in absolute amount
and as a percentage. In 2020, 2021 and 2022, there were approximately 150,100, 342,700 and 530,000
prescriptions arising directly from online consultations processed over our platforms, respectively.

The volume of health management services decreased in 2022 compared to 2021 mainly because we suspended
the operations of eight medical institutions for different durations in the first three quarters of 2022 due to the
COVID-19 outbreaks in Shanghai, Shenyang, Chongqing, Xi’an, Hefei, Dandong, Fuzhou and Chengdu in
such period.

The following table sets forth the common price range charged for (i) the online

consultation services and (ii) the prescription processing services arising directly from the

provision of the online consultation services during the years indicated:

Year ended December 31,

Online consultation
services . . . .. ... ...

Prescription processing
services arising directly
from the online
consultation services . . .

2020

2021

2022

5 to 500, depending on
the types of consultation
provided and the
qualifications of doctors
20 to 100

(RMB)

5 to 500, depending on
the types of consultation
provided and the
qualifications of doctors
50 to 300

5 to 500, depending on
the type of consultation
provided and the
qualifications of doctors
50 to 1,000
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Smart Healthcare Products

Our smart healthcare product offerings mainly include Digital Clinic and Digital
Pharmacy products and All-in-One Healthcare Devices. Depending on customer needs, we may
bundle complementary services that connect Digital Clinic and Digital Pharmacy products to
particular health systems or platforms and price such bundle at prices ranging from
RMB50,000 to RMB200,000. We price our All-in-One Healthcare Devices at prices ranging
from RMBS5,000 to RMB20,000. In 2020, 2021 and 2022, the sales volumes of our Digital
Clinic and Digital Pharmacy products were 191, 188 and 178, respectively. In the same years,
the sales volume of our All-in-One Healthcare Devices were 1,994, 4,144 and 815,
respectively. The decrease in sales volume of our All-in-One Healthcare Devices in 2022
compared to 2021 is mainly due to our securing of more large contracts from institutional
clients in 2021, particularly attributable to our cooperation with local health administrations to
provide such devices to primary medical institutions. As of December 31, 2022, our All-in-One
Healthcare Devices were present at approximately 27,900 primary medical institutions.

City-specific Cloud Hospital Platforms

According to Frost & Sullivan, we are China’s first city-specific cloud hospital platform
provider. We devote our resources to establishing the presence of our cloud hospital platforms
at city level, through which we incorporate our cloud hospital platform services, Internet
medical services and health management services to develop end-to-end solutions for specific
cities. As of December 31, 2020, 2021 and 2022, our network consisted of 24, 28 and 29
city-specific cloud hospital platforms in China, respectively. The 29 city-specific cloud
hospital platforms as of December 31, 2022 are primarily located in three regions, (i) the
Yangtze River Delta (such as Ningbo), (ii) Southern China (such as Chongqing) and (iii)
Northern China (such as Shenyang). These platforms covered a population of approximately
137.0 million in aggregate and the total medical expenditure in the relevant regions amounted
to approximately RMB165.9 billion in 2021.

The development of each city-specific cloud hospital platform progresses at varied paces,
depending on a number of factors, including the population size, maturity of local medical and
information infrastructure, extensiveness of medical networks, regulatory dynamics the public
awareness and acceptance of our solutions. We tailor development strategies based on such
factors, providing different services as different entry points or selecting different types of
medical institutions to initiate contact with. For details, see “Business — City-specific Cloud
Hospital Platforms.”
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OUR STRENGTHS

We believe the following competitive strengths contribute to our success and position us
for continued growth:

. China’s largest cloud hospital network committed to transforming the delivery of
care;

. Replicable and scalable cloud hospital platform model;

. Comprehensive solution portfolio to realize continuity through the full cycle of
healthcare;

. In-depth understanding of medical specialties to integrate quality medical resources
and ensure quality of healthcare delivery; and

. Visionary management team and industry-leading and supportive shareholders.

OUR STRATEGIES

We intend to pursue the following strategies to realize our mission to empower healthcare
transformation through information technology:

. Further expand our cloud hospital network;
. Enrich specialized healthcare service offerings and clinical application settings;
. Continually strengthen our technology and data capabilities;
. Improve quality control of healthcare services; and
. Selectively pursue strategic cooperation and mergers and acquisitions.
OUR CUSTOMERS AND SUPPLIERS

The following table sets forth our major types of customers by business line:

Business line Major types of customers

Cloud hospital platform services. . . .. ........... Local governments, medical institutions and insurers
Internet medical services . . ... ... ... .. ... .. Individuals, medical institutions and corporations
Health management services . . . . .............. Corporations and individuals

Smart healthcare products. . . . ... ... .. ... ... .. Local governments, medical institutions, insurers,

corporations and individuals

— 10 =
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For each year during the Track Record Period, our five largest customers accounted for
16.2%, 14.3% and 20.1% of our total revenue, respectively. For each year during the Track
Record Period, our largest customer contributed 5.0%, 3.3% and 11.2% of our total revenue,
respectively.

We focus on customers in the public sector in the cloud hospital platform services and
smart healthcare products segments. We are also exposed to the risk of any payment delay from
them. See “Financial Information — Description of Certain Components of Our Consolidated
Statements of Financial Position — Trade Receivables.”

The following table sets forth our major types of suppliers by business line:

Business line Major types of suppliers

Cloud hospital platform services. . . .. ........... IDC service providers, providers of terminal software and
hardware equipment, system integration service providers
and network service providers

Internet medical services . . . . ........... ... .. Medical professionals and pharmaceutical companies

Health management services . . . . ... ........... Medical equipment manufacturers, test kit producers and
medical specimen delivery companies

Smart healthcare products. . . .. ........... ..., Medical equipment manufacturers

For each year during the Track Record Period, purchases from our five largest suppliers
accounted for 41.2%, 33.5% and 34.0%, respectively, of our total purchases. For each year
during the Track Record Period, purchases from our single largest supplier accounted for
15.7%, 14.3% and 15.9%, respectively, of our total purchases.

In 2020, 2021 and 2022, Neusoft Corporation was among our five largest suppliers. See
“Business — Our Customers” and “Business — Our Suppliers.”

PRE-[REDACTED] INVESTMENT

Since the incorporation of our Company, we have completed two rounds of
Pre-[REDACTED] Investments. Our Company issued ordinary Shares, Class A Ordinary
Shares, Class B Ordinary Shares and Class C Ordinary Shares to the relevant
Pre-[REDACTED] Investors, namely Kingset Ventures, Noble Investment, Syn Invest, PICC
P&C, Alps Alpine and First Care, between 2015 and 2020. For details of the
Pre-[REDACTED] Investments and background of the Pre-[REDACTED] Investors, see
“History, Reorganization and Corporate Structure — Pre-[REDACTED] Investments.”

CONTRACTUAL ARRANGEMENTS

Our Company operates certain businesses that are subject to foreign investment
restrictions under current PRC laws and regulations. In order to comply with such laws and
regulations, while availing ourselves of international capital markets and maintaining effective
control over all of our operations, we control our Consolidated Affiliated Entities through the
Contractual Arrangements entered into on May 18, 2021. Pursuant to the Contractual
Arrangements, we have effective control over and are entitled to receive all the economic
benefits generated by the businesses currently operated by the Consolidated Affiliated Entities.
For details, see “Contractual Arrangements” in this document.

—11 =
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The following simplified diagram illustrates our Contractual Arrangements:

100%

A

Xikang Information

€y

)

3)

’ Our Company ‘

v

100%

’ Xikang International ‘

Registered Shareholders®)

Operation services i 100%
7777777777777777777777 Xikang WFOE ": . Operation services
Service fees AR R
Service fees T~ T~< L 100%
Chengdu Xik: < Xikang Medical
00% engdu Xikang 10% ikang Medical ‘
} 30%
70% Xikang Medical
Management
4 100% 1 100% | 100% 1 100%
Ningbo Xikang Shenyang Cloud A Shanghai Xikang
and its subsidiary” Hospital Shaanxi Xikang and its subsidiary®

— denotes direct legal and beneficial ownership in the equity interest

denotes contractual relationships under the Contractual Arrangements

The subsidiary of Ningbo Xikang refers to Ningbo Cloud Hospital Co., Ltd. (il Z 5B A RAH]).

The subsidiary of Shanghai Xikang refers to Shanghai Xikang Clinic Co., Ltd. (i EEER M2 84 FRA 7).

As of the Latest Practicable Date, each of Xikang Medical and Xikang Information is held as to 80% by Ms.
Zong Wenhong, our executive Director and chief executive officer and 20% by Ms. Wang Shuli, our vice
president and chief financial officer. Notwithstanding that each of the Registered Shareholders may hold
limited beneficial interest in the Company’s issued share capital upon the [REDACTED], the Group has
adopted the following safeguards to manage the potential risks arising from the Contractual Arrangements:

(A)

B)

©

The Contractual Arrangements enable WFOE to exercise effective control over Xikang Medical and
Xikang Information. No event of default has ever occurred since our current contractual arrangements
were put in place and we have not experienced any practical difficulties in enforcing the contractual
arrangements. The contractual arrangements agreements are binding upon both of the Registered
Shareholders, which are in compliant with the requirements of the HKEX-LD43-3;

According to the Contractual Arrangements, the Registered Shareholders entered into the Exclusive
Option Agreements (defined below), pursuant to which the Registered Shareholders unconditionally and
irrevocably agree to grant Xikang WFOE an exclusive option to purchase all or part of the equity
interests in our Onshore Holdcos, as the case may be, for the minimum amount of consideration
permitted by applicable PRC laws. Further, the Registered Shareholders and Xikang WFOE also entered
into the Equity Pledge Agreements (defined below), according to which the Registered Shareholders
unconditionally and irrevocably pledged all of the equity interests in the Onshore Holdcos to Xikang
WFOE in order to guarantee Onshore Holdcos’ and their respective Registered Shareholders’
performance of obligations under the Contractual Arrangements; and

The Group is managed centrally by the Board and the senior management members as disclosed in
“Directors and Senior Management” of the Document, who are primarily responsible for the day-to-day
and overall management of the business and operations of the Group. As members of the senior
management, Ms. Zong Wenhong and Ms. Wang Shuli, being the Registered Shareholders, are dedicated
to carrying out decisions made centrally by the Board and senior management of the Group.

For risks relating to the Contractual Arrangements, see “Risk Factors — Risks Relating to

Our Contractual Arrangements.”
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CONTINUING CONNECTED TRANSACTIONS

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

OUR SUBSTANTIAL SHAREHOLDERS

As of the Latest Practicable Date, Neusoft Corporation indirectly held approximately
27.94% interest of our issued share capital through Neusoft (HK), Neusoft Holdings indirectly
held approximately 23.42% interest of our issued share capital through Smartwave, Dongkong
International Fifth and Dongkong International Seventh, and PICC P&C directly held
approximately 14.30% interest of our issued share capital.

Immediately following completion of the [REDACTED] presuming the Assumptions,
Neusoft Corporation, Neusoft Holdings and PICC P&C will, directly or indirectly, own
approximately [REDACTED]%, [REDACTED]% and [REDACTED]%, respectively, of the
share capital of our Company. As such, each of Neusoft Corporation, Neusoft Holdings and
PICC P&C will constitute a substantial shareholder of the Company under the Listing Rules.
For details, see “History, Reorganization and Corporate Structure — Corporate Structure” and
“Substantial Shareholders.”

Neusoft Corporation does not have any controlling shareholder or actual controller. As of
the Latest Practicable Date, Neusoft Holdings was Neusoft Corporation’s single largest
shareholder, holding approximately 14.24% of its total shares. See “Substantial Shareholders” for
details of the shareholding structure of Neusoft Holdings. PICC P&C is a company listed on the
Main Board of the Stock Exchange (stock code: 02328) with The People’s Insurance Company
(Group) of China Limited (7B A R ARBE4E B A4 FR/> F]) being its controlling shareholder.

SHARE OPTION SCHEMES

In order to achieve strategic goals and fuel our development by providing our Directors,
senior management and employees with the opportunity to acquire proprietary interests in our
Company, we have adopted the Pre-[REDACTED] SOS as approved by our Board on March
29, 2019. Meanwhile, in order to provide incentives and rewards to participants for their
contributions to, and continuing efforts to promote the interest of, the Company, we have
adopted the Post-[REDACTED] SOS as approved by our Board on May 27, 2021. The total
number of Shares underlying the Pre-[REDACTED] SOS shall be no more than 16,320,000
Shares (or [81,600,000] Shares immediately following the Share Subdivision), representing
approximately [REDACTED]% of the total issued share capital of the Company immediately
after completion of the [REDACTED] presuming the Assumptions, and the total number of
Shares underlying the Post-[REDACTED] SOS Shares shall be no more than approximately
10% of the Shares in issue on the date of the Shares commencing [REDACTED] on the Stock
Exchange. For details, see “Appendix IV — Statutory and General Information — D. Share
Option Schemes.”

— 13 -
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables present our summary consolidated financial information for the
years or as of the dates indicated. This summary has been derived from our consolidated
financial information set forth in the Accountant’s Report in Appendix I to this document. The
summary consolidated financial data set forth below should be read together with, and is
qualified in its entirety by reference to, the consolidated financial information included in the
Accountant’s Report in Appendix I to this document, including the accompanying notes, and
the information set forth in “Financial Information.” Our consolidated financial information
was prepared in accordance with HKFRS.

Key Items of Consolidated Statements of Profit or Loss

Year ended December 31,
2020 2021 2022
(RMB in thousands)

Revenue from contracts with customers . . . . ... .. 503,008 614,302 687,415
Cost of sales and services . . . ... ... .......... (368,900) (444,073) (518,965)
Gross profit . . . .. ... ... .. 134,108 170,229 168,450
Selling and marketing expenses. . . . . ... ........ (96,728) (135,777) (126,066)
Research and development expenses. . . . .. .. .. ... (66,761) (86,421) (78,959)
Administrative expenses . . . . . . ... ... ... (113,474) (213,275) (139,396)
Operating loss. . . . .. ...... .. ... ......... (155,957) (253,596) (195,477)
Loss before income tax . . . .. ... ............ (203,021) (292,847) (238,308)
Loss for theyear. . . ... ... ............... (198,544) (294,407) (243,364)
Loss attributable to:

Owners of the Company. . . . ... ............ (196,203) (296,301) (241,962)

Non-controlling interests . . . ... ............ (2,341) 1,894 (1,402)

Non-HKFRS Measures

To supplement our consolidated statements of profit or loss which are presented in
accordance with HKFRS, we use adjusted net loss for the year (non-HKFRS measure) and
adjusted net loss margin (non-HKFRS measure) as non-HKFRS measures, which are not
required by, or presented in accordance with, HKFRS. We believe that the presentation of such
non-HKFRS measures when shown in conjunction with the corresponding HKFRS measures
provides useful information to potential investors and management in facilitating a comparison
of our operating performance from period to period by eliminating potential impacts of certain
items, such as share-based compensation expenses and interest expenses for financial liability
for redeemable rights. The use of the non-HKFRS measures has limitations as an analytical
tool, and you should not consider it in isolation from, or as a substitute for or superior to, the
analysis of our results of operations or financial condition as reported under HKFRS. In
addition, the non-HKFRS measures may be defined differently from similar terms used by
other companies.

_ 14—
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The following table reconciles our adjusted net loss for the year (non-HKFRS measure)
to the most directly comparable financial measure in accordance with HKFRS for the years

indicated:
Year ended December 31,
2020 2021 2022
(RMB in thousands)

Loss for theyear . . ... ... ............... (198,544) (294,407) (243,364)
Add: Share-based compensation expenses . . .. .. ... 34,044 153,560 79,176
Add: Interest expenses for financial liability for

redeemable rights. . . .. ... ... ... o .. 15,834 15,562 17,162
Adjusted net loss for the year (non-HKFRS measure) (148,666) (125,285) (147,026)

The non-HKFRS measure, adjusted net loss for the year, used by us has been adjusted for
(i) share-based compensation expenses and (ii) interest expenses for financial liability for
redeemable rights. In particular, the share-based compensation expenses are a non-cash
expense arising from granting share-based awards to selected employees. Meanwhile, the
redeemable rights arose from an investment agreement entered into by the Company and a
certain investor in round C investments, pursuant to which the Company has an obligation to
repurchase its ordinary shares issued to this investor in round C investments. The redeemable
rights are recognized as a financial liability and will be automatically cancelled upon the
[REDACTED]. We are not expected to have any additional interest expenses for financial
liability for redeemable rights.

The following table sets forth our adjusted net loss margin (non-HKFRS measure) for the
years indicated:

Year ended December 31,
2020 2021 2022
%

Adjusted net loss margin (non-HKFRS measure) . . . . (29.6) (20.4) (21.4)

(1) Adjusted net margin equals adjusted net loss for the year (non-HKFRS measure) divided by revenue for the
year and multiplied by 100%. The use of the non-HKFRS measure has limitations as an analytical tool, and
you should not consider it in isolation from, or as a substitute for or superior to, the analysis of our results of
operations or financial condition as reported under the HKFRS.

Our adjusted net loss (non-HKFRS measure) decreased from RMB148.7 million in 2020
to RMB125.3 million in 2021, and increased to RMB147.0 million in 2022. The increase in our
adjusted net loss (non-HKFRS measure) in 2022 was mainly due to a slight decrease in our
gross profit and an increase in our net foreign exchange losses, despite decreases in our total
operating expenses excluding share-based compensation expenses in 2022 compared to 2021.
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Our adjusted net loss margin (non-HKFRS measure) decreased from 29.6% in 2020 to
20.4% in 2021, primarily due to a decrease in the adjusted net loss (non-HKFRS measure) and
an increase in the revenue. Our adjusted net loss margin (non-HKFRS measure) increased
slightly from 20.4% in 2021 to 21.4% in 2022, mainly due to an increase in the adjusted net
loss (non-HKFRS measure), as a result of the reasons stated above.

We were able to achieve revenue growth during the Track Record Period, mainly as the
scale of all our four business segments continued to grow, particularly as we experienced
increased cooperation with local governments and medical institutions for our cloud hospital
platform services and increased service volumes of both our Internet healthcare services and
health management services. Meanwhile, we had net loss of RMB198.5 million, RMB294 .4
million and RMB243.4 million in 2020, 2021 and 2022, respectively, primarily because our
growing business scale and revenue generated were unable to fully compensate for our various
costs and expenses, as we were still at an early stage of monetization and continued to incur
significant selling and marketing expenses, research and development expenses and
administrative expenses, particularly employee benefits expenses, share-based compensation
expenses, depreciation of property, plant and equipment, depreciation of right-of-use assets and
short-term lease expenses, which are relatively fixed costs. In particular, our net loss increased
from RMB198.5 million as of December 31, 2020 to RMB294.4 million as of December 31,
2021, mainly attributable to an increase in share-based compensation expenses due to our
issuance of Pre-[REDACTED] SOS Options to our employees in January 2021. Our net loss
decreased to RMB243.4 million in 2022, primarily attributable to a decrease in share-based
compensation expenses, as well as an increase in net impairment losses on financial assets, and
net foreign exchange losses. For details, see “Financial Information — Consolidated Statements
of Comprehensive Income” and “Risk Factors — Risks Relating to Our Business and Industry
— We recorded net operating cash outflows throughout the Track Record Period and expect to
incur operating losses in the future, and may not be able to achieve or maintain profitability,
and we recorded negative equity or net liabilities during the Track Record Period.”

The following table sets forth our gross profit in absolute amounts and as a percentage of

revenue, or gross margins, for the years indicated:

Year ended December 31,

2020 2021 2022
Gross Gross Gross
Gross margin Gross margin Gross margin
profit (%) profit (%) profit (%)

(RMB in thousands, except for percentages)

Cloud hospital platform services 29,966 38.1 59,431 46.4 56,539 46.2
Internet medical services . . . . . 4,075 7.4 7,369 7.9 16,813 12.2
Health management services . . . 72,170 32.4 88,400 36.7 77,593 37.1
Smart healthcare products . . . . 27,897 19.0 15,029 9.9 17,505 8.0
Total . ... ............. 134,108 26.7 170,229 27.7 168,450 24.5
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Our cloud hospital platform services segment had relatively high gross margins during the
Track Record Period compared to those of the other segments, mainly because the costs of this
segment, comprising the costs for development and connection of cloud hospital platforms, are
shared among different platforms given the replicability and scalability of our cloud hospital
platform model. Our Internet medical services segment had relatively lower gross margins
during the Track Record Period, mainly because we adopted competitive pricing strategies to
compete in the market. Our health management services segment had generally relatively
higher gross margins during the Track Record Period, mainly because we incurred certain costs
such as employee benefits expenses of medical professionals, depreciation of medical
equipment and lease expenses, which are largely considered as fixed costs. Such fixed costs
remained relatively stable regardless of the changes in the scale of our health management
services business. Our smart healthcare products segment had relatively low gross margins
during the Track Record Period, mainly due to our competitive pricing strategies to increase
our market presence among primary medical institutions, which, we believe, will allow us to
generate additional synergy from the cloud hospital platform services, Internet medical
services and health management services in the long term.

Key Items of Consolidated Statements of Financial Position

As of December 31,
2020 2021 2022

(RMB in thousands)

Total non-current assets . . . ... ... .......... 342,581 320,267 297,944
Total non-current liabilities . . . . . ... ... ...... 658,953 754,086 920,293
Total current assets . . . . . ... ... ... ........ 611,521 626,338 636,404
Total current liabilities . . . . . ... ... ......... 425,617 459,881 460,053
Net current assets . . . .. .................. 185,904 166,457 176,351
Total shareholders’ deficit . . . ... ... ......... (130,468) (267,362) (445,998)
— Non-controlling interests. . . . . .. ... .. ....... 2,594 7,018 5,808

Our net current assets decreased to RMB166.5 million as of December 31, 2021 from
RMB185.9 million as of December 31, 2020, primarily due to increased trade payables in line
with our business growth which outpaced the increase of trade receivables. Our net current
assets further increased to RMB176.4 million as of December 31, 2022, primarily due to
increased other current assets, mainly relating to the reclassification of long-term trade
receivables due within one year from non-current assets to current assets as of December 31,
2022, partially offset by an increase in trade payables in line with our business growth.

We had net liabilities of RMB130.5 million, RMB267.4 million and RMB446.0 million
as of December 31, 2020, 2021 and 2022, respectively. We recorded net liabilities during the
Track Record Period, partly due to our financial liability for redeemable rights. As the
redeemable rights will be automatically cancelled upon the [REDACTED], financial liability
for redeemable rights will be re-classified to equity as a result of the automatic conversion into
ordinary shares upon the [REDACTED] and our net liabilities position will be largely
alleviated as a result. Furthermore, as of December 31, 2022, we had RMB96.9 million of

payment to eligible employees under other payables and accruals in relation to our restricted
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share scheme, which is classified as liabilities and will be re-classified to equity upon the
[REDACTED]. In addition, we expect to turn from a net liabilities to net assets position
additionally through increases in shareholder contributions upon receiving [REDACTED]
from the [REDACTED] and improved results of operations. In particular, we intend to
continually increase our revenue and gross profit through measures as discussed in “Business
— Business Sustainability,” while improving the efficiency of selling and marketing, research
and development, and administrative activities and our spending on such activities, in order to
improve our results of operations.

Meanwhile, our net liabilities increased generally during the Track Record Period,
primarily in relation to the accumulated loss attributable to owners of the Company, resulting
from continued comprehensive loss during the Track Record Period, as the Company was still
loss-making. In particular, our net liabilities increased by RMB136.9 million as of December
31, 2021 compared to December 31, 2020, mainly due to (i) loss for the year of RMB294.4
million, and (ii) contributions from shareholders of RMB157.5 million in 2020, which did not
occur in 2021. The increase was partially offset by share-based payments of RMBI153.6
million. Our net liabilities further increased by RMB178.6 million as of December 31, 2022
compared to December 31, 2021, mainly due to loss for the year of RMB243.4 million,
partially offset by share-based payments of RMB79.2 million. For details, see “Financial
Information — Description of Certain Components of Our Consolidated Statements of Financial
Position” and “Risk Factors — Risks Relating to Our Business and Industry — We recorded net
operating cash outflows throughout the Track Record Period and expect to incur operating
losses in the future, and may not be able to achieve or maintain profitability, and we recorded

negative equity or net liabilities during the Track Record Period.”

Selected Consolidated Statements of Cash Flows

Year ended December 31,
2020 2021 2022
(RMB in thousands)

Net cash used in operating activities. . . . .. .. .. ... (17,298) (83,384) (73,828)
Net cash used in investing activities. . . . .. .. .. ... (195,160) (5,467) (8,445)
Net cash generated from financing activities. . . . . . . . 216,288 64,897 64,624

Net increase/(decrease) in cash and cash
equivalents . . ... ... ... .. .. L L L. 3,830 (23,954) (17,649)

Cash and cash equivalents at the beginning of

theyear. . ... ....... ... .. .. ... .. ... 414,297 391,681 364,737
Effects of exchange rate changes on cash and cash
equivalents . . ... ... (26,446) (2,990) 3,660

Cash and cash equivalents at the end of
theyear . . .. ... .. .. ... ... ... ... 391,681 364,737 350,748
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We recorded net operating cash outflows of RMB17.3 million, RMB83.4 million and
RMB73.8 million in 2020, 2021 and 2022, respectively, primarily attributable to our loss
before income tax, partially offset by adjustments for non-cash and non-operating items,
movements in working capital and other cash items.

In particular, our net operating cash outflows increased significantly from RMB17.3
million in 2020 to RMB83.4 million in 2021, mainly due to: (i) an increase of RMB&89.8 million
in loss before income tax; (ii) a decrease of RMB25.5 million in changes in working capital;
(ii1) a decrease of RMB22.2 million in adjustments for net gains or losses on disposal of
subsidiaries and associates; and (iv) a decrease of RMB21.3 million in adjustments for
exchange losses or gains; partially offset by (v) an increase of RMB119.5 million in
adjustments for share-based compensation. Our net operating cash outflows decreased by
11.5% from RMB83.4 million in 2021 to RMB73.8 million in 2022, mainly due to: (i) a
decrease of RMB54.5 million in loss before income tax; and (ii) an increase of RMBS8.0 million
in changes in working capital; partially offset by (iii) a decrease of RMB74.4 million in
adjustments for share-based compensation. For details, see “Financial Information — Liquidity
and Capital Resources — Cash Flows” and “Risk Factors — Risks Relating to Our Business and
Industry — We recorded net operating cash outflows throughout the Track Record Period and
expect to incur operating losses in the future, and may not be able to achieve or maintain
profitability, and we recorded negative equity or net liabilities during the Track Record
Period.”

KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios for the years indicated:

Year ended December 31,
2020 2021 2022
(%)

Revenue growth™ . . . .. ... ... ... ... ... ... 25.9 22.1 11.9
Gross margin®. . .. ... ... ... . ... 26.7 27.7 24.5

(1)  Revenue growth ratio equals revenue growth divided by revenue for the last year.

(2)  Gross margin equals gross profit divided by revenue for the year.
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BUSINESS SUSTAINABILITY

We had achieved sustained business development but were loss-making during the Track
Record Period. Since our inception, we have been pursuing our mission to empower healthcare
transformation through information technology by strategically planning for growth and
sustainability. Benefiting from the following solid foundation we have built, we believe we are
able to maintain sustainability and growth of our business:

. Revenue. Revenue generated from each of our business segments witnessed rapid
growth during the Track Record Period. We expect that our revenue will continue to
grow due to the increase in customer numbers, our deepening relationships with
customers and increased average selling prices as we further enhance the quality of

our service offerings.

. Gross profit and gross margin. We had positive gross profit and gross margins in
2020, 2021 and 2022. The level of our gross margins is largely affected by our
business mix. In general, we expect our gross profit and gross margin to improve as
we achieve economies of scale of our cloud hospital platforms and as we continue
to enrich our service offerings and provide premium services.

. Operating expense leverage. During the Track Record Period, because of the
growth of our revenue base, our selling and marketing expenses, research and
development expenses, and administrative expenses accounted for a lower
percentage of our revenue, despite the increases of these expenses in absolute
amounts. We expect to further improve the efficiency of our selling and marketing,
research and development, and administrative activities and our spending on such
activities.

For details, see “Business — Business Sustainability.”

RISK FACTORS

Our business and the [REDACTED] involve certain risks as set out in “Risk Factors™ in
this document. You should read that section in its entirety carefully before you decide to invest
in our [REDACTED]. Some of the major risks we face include: (i) We operate in an emerging
and dynamic industry and our historical results of operations and financial performance may
not be indicative of future performance; (ii) We are subject to extensive and evolving
regulatory requirements, non-compliance with which, or changes in which, may materially and
adversely affect our business and prospects; (iii) We may not be able to manage the growth of
our business and operations or implement our business strategies on schedule or within our
budget, or at all; (iv) The application and scalability of our city-specific cloud hospital
platform model in new regions may be affected by factors beyond our control; and (v) We
recorded net operating cash outflows throughout the Track Record Period and expect to incur
operating losses in the future, and may not be able to achieve or maintain profitability, and we
recorded negative equity or net liabilities during the Track Record Period.
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DIVIDEND

During the Track Record Period, no dividend was declared or paid by the Company. Our
dividend distribution record in the past may not be used as a reference or basis to determine
the level of dividends that may be declared or paid by us in the future.

Under the Cayman Islands law, our Company may pay a dividend out of either profit or
share premium account, provided that in no circumstances may a dividend be paid if this would
result in our Company being unable to pay its debts as they fall due in the ordinary course of
business. As advised by our Cayman Islands counsel, subject to the above, there is no
restriction under the Cayman Islands law for our Company to declare and pay a dividend
despite our accumulated losses. Our Board has complete discretion as to whether to distribute
dividends, subject to certain requirements of Cayman Islands law. In addition, our Shareholders
may by ordinary resolution declare a dividend, but no dividend may exceed the amount
recommended by our Board. A decision to declare or to pay any dividends in the future, and
the amount of any such dividends, will depend on a number of factors, including our results
of operations, cash flows, financial condition, payments by our subsidiaries of cash dividends
to us, business prospects, statutory, regulatory and contractual restrictions on our declaration
and payment of dividends and other factors that our Board may consider important. No
dividend will be declared or payable except out of our profits and reserves lawfully available
for distribution. There can be no assurance that dividends of any amount will be declared or
distributed in any year.

USE OF [REDACTED]

Assuming that the [REDACTED] is not exercised, after deducting the [REDACTED]
and other estimated [REDACTED] expenses payable by us in connection with the
[REDACTED], and assuming an [REDACTED] of HK$[REDACTED] per Share (being the
mid-point of the indicative [REDACTED] of HK$[REDACTED] and HK$[REDACTED]),
we estimate that we will receive net [REDACTED] of approximately HK$[REDACTED]
from the [REDACTED]. We intend to use the [REDACTED] from the [REDACTED] for the

purposes and in the amounts set forth below:

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],
for expansion of city-specific cloud hospital platforms to enlarge our medical
networks and user base;

. approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],
for enriching our offerings across the industry value chain to provide more
professional and diversified healthcare services;

J approximately [REDACTED]% of the net [REDACTED], or HK$[REDACTED],

for research and development on technology infrastructure and data capabilities;
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. approximately [REDACTED]% of the net [REDACTED], or HK${REDACTED],

for potential mergers and acquisitions opportunities; and

. approximately [REDACTED]% of the net [REDACTED], or HK${REDACTED],
for working capital and other general corporate purposes.

See “Future Plans and Use of [REDACTED]” in this document for details.
RECENT DEVELOPMENTS
Overseas Listing

On February 17, 2023, with the approval of the State Council, the CSRC released the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies
RN ZESR AN TRE SR A i HE eI T#HZ%) (the “Trial Measures”) and five supporting
guidelines, which came into effect on March 31, 2023. According to the Trial Measures, where
a domestic company seeks to indirectly offer and list securities in an overseas market, the
issuer shall designate a major domestic operating entity responsible for all filing procedures
with the CSRC, and where an issuer makes an application for initial public offering and listing
in an overseas market, the issuer shall submit filings with the CSRC within three business days
after such application is submitted. On the same day, the CSRC also held a press conference
for the release of the Trial Measures and issued the Notice on Administration for the Filing of
Overseas Offering and Listing by Domestic Companies (B35 A 3B HMN AT E i 5245 1
ZPERYFE%N), which, among others, clarifies that a six-month transition period will be granted
to domestic companies which, prior to the effective date of the Trial Measures, have already
obtained the approval from overseas regulatory authorities or stock exchanges (such as the
completion of hearing in the market of Hong Kong or the completion of registration in the
market of the United States), but have not completed the indirect overseas listing; if such
domestic companies complete the overseas listing within such six-month transition period and
there is no re-hearing required by the Stock Exchange during such period, they are not subject
to the filing procedure with respect to such overseas listing.

We have passed the hearing before March 31, 2023. Our PRC Legal Advisor is of the view
that if there is no re-hearing required by the Stock Exchange and this [REDACTED] can be
completed before September 30, 2023, we will not be required to file with the CSRC with
respect to this [REDACTED]. The Company expects to complete this [REDACTED] and
[REDACTED] before September 30, 2023, and, accordingly, our Directors are of the view that
we will not be required to complete the aforesaid filing procedures with the CSRC in
connection with this [REDACTED] and [REDACTED]. See “Risk Factors — Risks Relating
to the PRC — We may be subject to filing procedure and other requirements of the CSRC or
other PRC governmental authorities in connection with this [REDACTED], future capital
raising activities and future major events.”
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Cybersecurity and Data Privacy

On November 14, 2021, the CAC published for public comment the Draft Administration
Regulations on Internet Data Security ( C48#% %S4 28 MGG (UK WAR)) ) (the “Draft
CAC Regulations on Internet Data Security”). The final version and effective date of such
Draft CAC Regulations on Internet Data Security may be subject to change. As of the date of
this document, the Draft CAC Regulations on Internet Data Security had not come into effect
and we had not received any notices or inquiries from relevant competent authorities requiring
us to apply for cybersecurity review. For more details, see “Regulatory Overview — Regulations
Relating to Internet Security.”

On December 28, 2021, the CAC, together with other regulators, jointly announced the
Cybersecurity Review Measures ( (HH4EZ2EAIL) ) (the “Cybersecurity Review
Measures”), effective from February 15, 2022. Pursuant to the Cybersecurity Review
Measures, besides the procurement of network products and services by critical information
infrastructure operators, any data processing activities by network platform operators that
affect or may affect national security shall be subject to the cybersecurity review as well. In
accordance with the Cybersecurity Review Measures, network platform operators handling
personal information of more than one million users must apply to the Cybersecurity Review
Office for cybersecurity review when listing abroad (El%h L TT). For more details, see
“Regulatory Overview — Regulations Relating to Internet Security,” “Business — Data Privacy
and Protection” and “Risk Factors — Risks Relating to Our Business and Industry — The
improper use, disclosure or storage of data over our cloud hospital platforms could harm our
reputation as well as have a material adverse effect on our business, financial condition, results
of operations and prospects.”

No Material Adverse Change

Since January 1, 2023, we have witnessed growth in our business operations, including,
but not limited to, increases in the service volumes of both the Internet medical services and
health management services in the first four months of 2023 compared to the same period in
2022. In particular, the service volume of the Internet home care services increased from
approximately 14,000 in the four months ended April 30, 2022 to approximately 26,000 in the
same period of 2023, and the service volume of the health management services increased from
approximately 70,000 in the four months ended April 30, 2022 to approximately 100,000 in the
same period of 2023.

Our Directors have confirmed that up to the date of this document, there has been no
material adverse change in our financial or trading position since December 31, 2022 (being
the date of our latest audited financial statements) and there has been no event since
December 31, 2022 which would materially affect the information shown in the Accountant’s
Report set out in Appendix I to this document. We expect to incur net loss for the year ending
December 31, 2023, because, despite the expected increase in revenue and gross profit, our
gross profit generated was unable to compensate for our operating expenses, including selling
and distribution expenses, research and development expenses and administrative expenses.
Nonetheless, such expectation is forward-looking in nature and subject to risks, uncertainties
and assumptions, some of which are beyond our control. In addition, such forward-looking
statement reflects the current views of our Company or our management with respect to future
events, and are not a guarantee of future performance.
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COVID-19 IMPACTS

Since late 2019, a novel strain of coronavirus was detected and emerged globally. In
response to the pandemic of the contagious coronavirus disease (“COVID-197), the Chinese
government took a number of actions, which included, among other things, compulsory
quarantine arrangements, travel restrictions, remote work arrangements and public activities
restrictions. The COVID-19 pandemic also resulted in temporary closure of many corporate
offices, retail stores, manufacturing facilities and factories across China. For details of the
COVID-19 impacts on our business during the Track Record Period, see “Business —
COVID-19 Impacts.” The Chinese government has adjusted its pandemic prevention policies
since late 2022, and with the termination of the “dynamic zero-COVID” policy, economic
activities have begun to gradually recover and return to normal nationwide since early 2023.

Since January 1, 2023, there has been no material adverse impact on our business
operations and financial performance from the COVID-19 pandemic, and we currently do not
anticipate any material deviation from our development and expansion plans due to the
COVID-19 pandemic. There can be no assurance, however, that the COVID-19 pandemic will
not further escalate or have a material adverse effect on our results of operations, financial
position or prospects. For details, see “Risk Factors — Risks Relating to Our Business and
Industry — An occurrence of a natural disaster, widespread health pandemic or epidemic or
other outbreaks could have a material adverse effect on our business, financial condition and

results of operations.”

[REDACTED] STATISTICS

All statistics in the following table are based on the assumptions that (i) the
[REDACTED] has been completed and [REDACTED] Shares are issued pursuant to the
[REDACTED]; (ii) [REDACTED] Shares are issued and outstanding following the
completion of the [REDACTED] saved as disclosed in note (2) below; and (iii) presuming the

Assumptions.
Based on an Based on an
[REDACTED] of [REDACTED] of
HK$[REDACTED] HK$[REDACTED]
Market capitalization of our Shares™ . .. ... ... ... . ...... HK$[REDACTED] HK$[REDACTED]
Unaudited [REDACTED] adjusted consolidated net tangible assets HKS$[REDACTED] HKS$[REDACTED]
per Share™® . .. ... (RMB[REDACTED]) (RMB[REDACTED])

(1)  The calculation of market capitalization is based on [REDACTED] Shares expected to be in issue immediately
upon completion of the [REDACTED] presuming the Assumptions.

2) The unaudited [REDACTED] adjusted consolidated net tangible assets per Share as of [December 31, 2022]
is calculated after making the adjustments referred to in Appendix II to this document and on the basis that
[REDACTED] Shares are expected to be in issue immediately upon completion of the [REDACTED]
presuming the Assumptions.
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For the calculation of the unaudited [REDACTED] adjusted consolidated net tangible
assets per Share attributable to our Shareholders, see “Unaudited [REDACTED] Statement of
Adjusted Net Tangible Assets” in Appendix II to this document.

[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] and other fees
incurred in connection with the [REDACTED]. We estimate that our [REDACTED] expenses
will be approximately RMB[REDACTED] (including (i) [REDACTED] of approximately
RMB[REDACTED], and (ii) non-[REDACTED] related expenses of approximately
RMB[REDACTED], which consist of financial and legal advisor fees and expenses of
approximately RMB[REDACTED] and other fees and expenses of approximately
RMB[REDACTED]), assuming an [REDACTED] of HK$[REDACTED] per [REDACTED]
(being the mid-point of the indicative [REDACTED]) and no exercise of the [REDACTED],
of which (i) approximately RMB[REDACTED] is directly attributable to the issue of our
[REDACTED] and will be deducted from equity, (ii) approximately RMB[REDACTED] has
been expensed in our consolidated statements of profit or loss in 2021 and 2022, and (iii)
approximately RMB[REDACTED)] is expected to be expensed in our consolidated statements
of profit or loss after December 31, 2022. Our [REDACTED] expenses account for
[REDACTED]% of the gross [REDACTED] (assuming an [REDACTED] of
HKS$[REDACTED] per [REDACTED] (being the mid-point of the indicative [REDACTED])
and no exercise of the [REDACTED]).

APPLICATION FOR [REDACTED] ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the granting of [REDACTED] of, and
permission to [REDACTED], the Shares in issue and to be issued pursuant to the
[REDACTED] (including any additional Shares which may be issued pursuant to the exercise
of the [REDACTEDY]) and any Shares which may be issued pursuant to the Pre-[REDACTED]
SOS and the Post-[REDACTED] SOS, on the basis that we satisfy the market
capitalization/revenue test under Rule 8.05(3) of the Listing Rules with reference to (i) our
expected market capitalization at the time of [REDACTED], which, based on the low end of
the indicative [REDACTED], exceeds HK$4.0 billion, and (ii) our revenue for the year ended
December 31, 2022 being RMB687.4 million (equivalent to approximately HK$749.6 million),
which is over HK$500.0 million.
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In this document, unless the context otherwise requires, the following terms shall
have the following meanings. Certain technical terms are explained in “Glossary of

Technical Terms” in this document.

“Accountant’s Report”

“affiliate”

“AFRC”

“Alps Alpine”

“Articles”/““Articles of
Association”

“associate(s)”

“Assumptions”

“Board” or “Board of Directors”

“business day”

“BVIH

“CAC”

the accountant’s report of our Group, the text of which is
set out in Appendix I to this document

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

specified person
Accounting and Financial Reporting Council

Alps Alpine Co., Ltd., one of our Pre-[REDACTED]
Investors, and further details of which are set out in
“History, Reorganization and Corporate Structure -
Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors”

the amended and restated articles of association of our
Company, conditionally adopted on [®] with effect from
the [REDACTED], a summary of which is set out in
Appendix III to this document

has the meaning ascribed thereto under the Listing Rules
assuming the [REDACTED] is not exercised and options
granted under the Pre-[REDACTED] SOS are not
exercised, and no options are granted under the
Post-[REDACTED] SOS

the board of directors of our Company

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

the British Virgin Islands

Cyberspace Administration of China (H7#& A [ 3712 ]
FEBEAE BN )
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“Cayman Companies
Act”’/“Companies Act”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or the “PRC”

“Class A Ordinary Shares”

“Class B Ordinary Shares”

“Class C Ordinary Shares”

“Companies Ordinance”

[REDACTED]

the Companies Act, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time
to time

The Central Clearing and Settlement System established
and operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China, which for the purpose of
this Document and for geographical reference only,
excludes Hong Kong, the Macau Special Administrative
Region of the People’s Republic of China and Taiwan

the Class A ordinary Shares in the share capital of our
Company

the Class B ordinary Shares in the share capital of our
Company

the Class C ordinary Shares in the share capital of our
Company

the Companies Ordinance (Chapter 622 of the Laws of

Hong Kong), as amended, supplemented or otherwise
modified from time to time
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

9

“Company”, “our Company” or

“the Company”

“Compliance Advisor”

“connected persons(s)”

“connected transaction(s)”

“Consolidated Affiliated
Entity(ies)”

“Contractual Arrangements”

“Director(s)”

“Dongkong International Fifth”

“Dongkong International
Seventh”

“Dr. Liu”

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

from time to time

NEUSOFT XIKANG HOLDINGS INC. (G EE R %
AR/ F]), an exempted company incorporated in the
Cayman Islands with limited liability on May 12, 2011

Somerley Capital Limited
has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

entities controlled by the Company through the
Contractual Arrangements and considered as our
subsidiaries, namely the Onshore Holdcos and their
respective subsidiaries. For further details of these
“Contractual

entities, see Arrangements” in this

document

the Xikang Information Contractual Arrangements and
the Xikang Medical Contractual Arrangements, being the
series of contractual arrangements entered into between
Xikang WFOE, Onshore Holdcos and the Registered
Shareholders,
“Contractual Arrangements” in this document

details of which are described in

the director(s) of our Company

Dongkong International Fifth Investment Inc., a company
incorporated under the laws of the BVI on June 23, 2015,
and a Shareholder of our Company wholly owned by
Neusoft Holdings

Dongkong International Seventh Investment Inc., a
company incorporated under the laws of the BVI on June
23, 2015, and a Shareholder of our Company wholly
owned by Neusoft Holdings

Dr. Liu Jiren (21#&17), the chairperson of the Board and

a non-executive Director of our Company
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“Extreme Conditions”

“First Care”

“Frost & Sullivan”

“Group,” “our Group,”
“the Group,” “we,” “us” or
“Our”

“HKFRS”

“HKSCC”

“HKSCC Nominee”

“Hong Kong” or “HK”

“Hong Kong dollars,”
“HK dollars,” “HKD” or
“HK$’7

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

First Care 5 —Bi%%, one of our Pre-[REDACTED]
Investors, and further details of which are set out in
“History, Reorganization and Corporate Structure —
Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors”

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research consultant, which is an
Independent Third Party

[REDACTED]

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

the Hong Kong Financial Reporting Standards
Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and

Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

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

Hong Kong dollars, the lawful currency of Hong Kong
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[REDACTED]

“Hong Kong Share Registrar” [REDACTED]

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

[REDACTED]

“Independent Third Party(ies)” an individual(s) or a company(ies) who or which is/are
not connected person(s) (within the meaning of the
Listing Rules) of the Company

[REDACTED]
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“KangRich”

“Kingset Ventures”

“Latest Practicable Date”

“Liaoning Xikang”

“Listing Committee”

[REDACTED]

KangRich Investments Limited, a company incorporated
under the laws of BVI on July 8, 2015, and an employee
shareholding platform and a Shareholder of our Company

Kingset Ventures Limited, one of our Pre-[REDACTED]
Investors, and further details of which are set out in
“History, Reorganization and Corporate Structure -
Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors”

May 15, 2023, being the latest practicable date for
ascertaining certain information in this document before
its publication

Liaoning Neusoft Xikang Healthcare Management Co.,
Ltd. (E#FREEEREHARAA), a company
incorporated under the laws of the PRC on October 13,
2011, and a wholly-owned subsidiary of Xikang WFOE

[REDACTED]

the Listing Committee of the Stock Exchange
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DEFINITIONS

“Listing Rules”

“M&A Rules”

“Main Board”

“Memorandum” or

“Memorandum of Association”

“MOFCOM”

“NDRC”

“Neusoft (HK)”

“Neusoft Corporation”

[REDACTED]

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

the Regulations on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors ( BiA M4 & & 1f i
BRI BIE) ), jointly issued by the MOFCOM, the
State  Assets  Supervision and  Administration
Commission, the STA, the SAIC, the China Securities
Regulatory Commission, and the SAFE on August 8,
2006 and amended by the MOFCOM on June 22, 2009

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

the amended and restated memorandum of association of
our Company, conditionally adopted on [®], with effect
from the [REDACTED], a summary of which is set out
in Appendix III to this document

the Ministry of Commerce of the PRC (3 A [ LA
5 5B) or its predecessor, the Ministry of Foreign Trade
and Economic Cooperation of the PRC (713 A [ 3L A1 [
HHMETEE Sy ER)

National Development and Reform Commission of the

PRC ("8 [0 5 8% Jie BLph ¥ 2% 5 )

Neusoft (HK) Limited, a company incorporated under the
laws of Hong Kong on August 25, 2000 and a
Shareholder of our Company wholly-owned by Neusoft
Corporation

Neusoft ~ Corporation — CREEEBMARAR), a
company incorporated under the laws of the PRC on

June 17, 1991, which is listed on the Shanghai Stock
Exchange (stock code: 600718) on June 18, 1996
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“Neusoft Holdings”

“NHC,” or formerly known as
“NHFPC”

“NHSAH

“Ningbo Cloud Hospital”

“Ningbo Xikang”

“NIS ’

“Noble Investment”

Dalian Neusoft Holdings Co., Ltd. (s ##E A R A
F]), a company incorporated under the laws of the PRC
on November 15, 2011

National Health Commission of the PRC ("% A R ILH0
I8 2] 5t A= {d 22 B ), and formerly known as National
Health and Family Planning Commission of the PRC ('
N RIEF B g LM B A TR A W)

National Healthcare Security Administration (%55
(5 5))

Ningbo Cloud Hospital Co., Ltd. (%5 =5 B FRA 7)),
a company incorporated under the laws of the PRC on
June 26, 2015, and a wholly-owned subsidiary of Ningbo
Xikang

Ningbo (Neusoft Xikang) Smart Healthcare Research
Institute Co., Ltd. (% (AR )2 Bl FE it 7% e A PR
/3 #l), a company incorporated on July 25, 2014, and a
wholly-owned  subsidiary of  Xikang  Medical
Management

New Israeli Shekel, the lawful currency of the State of
Israel

Noble Investment Holdings Limited, one of our
Pre-[REDACTED] Investors, and further details of
which are set out in “History, Reorganization and
Corporate Structure — Pre-[REDACTED] Investments —
Information about the Pre-[REDACTED] Investors”

[REDACTED]
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“Onshore HoldCos”

“PICC P&C”

“Post-|[REDACTED] SOS”

“PRC Legal Advisor”

“Pre-[REDACTED] Investments”

“Pre-[REDACTED] Investors”

collectively, Xikang Medical and Xikang Information,
the financial results of which have been consolidated and
accounted for as subsidiaries of our Company by virtue of
the Contractual Arrangements

[REDACTED]

PICC Property and Casualty Company Limited (F1[E A
F I 2 PR B LA A PR A D), one of our
Pre-[REDACTED] Investors and a connected person of
our Company, and further details of which are set out in
“History, Reorganization and Corporate Structure -
Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors”

the share option scheme adopted by our Company on May
28,2021, as amended or otherwise modified from time to
time, and detailed in “Appendix IV - Statutory and
General Information — D. Share Option Schemes — 2.
Post-[REDACTED] SOS”

Tian Yuan Law Firm, the PRC legal advisor to our
Company

the pre-[REDACTED] investment(s) in our Group
undertaken by the Pre-[REDACTED] Investors, details
of which are set out in “History, Reorganization and
Corporate Structure — Pre-[REDACTED] Investments”

Kingset Ventures, Noble Investment, Syn Invest, PICC
P&C, Alps Alpine and First Care
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“Pre-[REDACTED] SOS”

“Principal Share Registrar and
Transfer Office”

“QIB” or “Qualified Institutional
Buyer”

“Regulation S”

“Registered Shareholders”

“Reorganization”

“RMB” or “Renminbi”

“Rongsheng Insurance”

“Rule 144A”

“SAFE”

the share option scheme adopted by our Company on
March 29, 2019, as amended or otherwise modified from
time to time, and detailed in “Appendix IV — Statutory
and General Information — D. Share Option Schemes — 1.
Pre-[REDACTED] SOS”

[REDACTED]

[REDACTED]

[REDACTED]

a qualified institutional buyer within the meaning of
Rule 144A

Regulation S under the U.S. Securities Act

the registered shareholders of the Onshore Holdcos,
namely Ms. Zong Wenhong, our executive Director and
chief executive officer and Ms. Wang Shuli, our vice
president and chief financial officer

the onshore reorganization as set out in “History,
Reorganization and Corporate Structure — Corporate
Reorganization”

Renminbi, the lawful currency of China

Rongsheng Property Insurance Co., Ltd. (P8R4 R
& PR F]), a company incorporated under the laws
of the PRC on July 9, 2018, and a connected person of
our Company controlled as to 33.05% by Neusoft
Corporation

Rule 144A under the U.S. Securities Act

the State Administration of Foreign Exchange of the PRC
(HhEE N R LA B R 2 41 HE A LRy )
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“SAFE Circular 377

“SAMR”, or formerly
known as “SAIC”

“STA”

“SFC”

“SFO”

“Shanghai Clinic”

“Shanghai Xikang”

“Share(s)”

“Share Option Scheme(s)”

“Share Subdivision”

the Circular on Relevant Issues Relating to Domestic
Resident’s Investment and Financing and Roundtrip
Investment through Special Purpose Vehicles (BiA5E A
Jei BB IR B B2 RR AN S SR TR 5 S
H B ED), issued by the SAFE with effect from
July 4, 2014

the State Administration for Market Regulation of the
PRC  (heE NRICFE 5 BB B AR,  and
formerly known as State Administration of Industry and
Commerce of the PRC (73 A B AN B 176 47 BUE L))

the State Taxation Administration of the PRC (¥ AR
L B [ 5 AR )

The Securities and Futures Commission of Hong Kong

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

Shanghai Xikang Clinic Co., Ltd. (i ELFE T2 %4 R
/3 Fl), a company incorporated under the laws of the PRC
on September 24, 2015, and a wholly-owned subsidiary
of Shanghai Xikang

Shanghai Xikang Healthcare Management Co., Ltd. (I
TR R E AR /AF]), a company incorporated
under the laws of the PRC on January 11, 2013, and a
wholly-owned  subsidiary of  Xikang  Medical
Management

ordinary share(s) in the share capital of our Company
with a par value of US$0.001 each before share
subdivision and with a par value of US$0.0002 after
Share Subdivision

Pre-[REDACTED] SOS and/or Post-[REDACTED]
SOS

the subdivision of the Company’s ordinary Shares from
142,625,261 Shares to 713,126,305 Shares by
subdividing each existing Share into five Shares as
approved by the Shareholders by way of a written
resolution passed on [®]
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“Shareholder(s)”

“Smartwave”

“Sole Sponsor”, “[REDACTED]”
and “[REDACTED]”

“State Council”

“Subsidiary(ies)”

“Syn Invest”

“Takeovers Code”

“Track Record Period”

“U.S. dollars”, “USD” or “US$”

holder(s) of our Shares

Smartwave Holdings Inc., a company incorporated under
the laws of BVI on March 15, 2011, and a Shareholder of
our Company wholly-owned by Neusoft Holdings

[REDACTED]

China International Capital Corporation Hong Kong
Securities Limited

the PRC State Council (773 A A0 B B %5 B )

has the meaning ascribed to it under the Companies
Ordinance, including any Consolidated Affiliated Entity
of the Company

Syn Invest Co. Ltd, one of our Pre-[REDACTED]
Investors, and further details of which are set out in
“History, Reorganization and Corporate Structure -
Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors”

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time
to time

the three years ended December 31, 2020, 2021 and 2022

U.S. dollars, the lawful currency of the United States of
America
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DEFINITIONS

“U.S. Securities Act”

“United States”, “U.S.” or “US”

“VIE” or “VIEs”

“Xikang Information”

“Xikang Information Contractual
Arrangements”

“Xikang International”

“Xikang Medical”

“Xikang Medical Contractual
Arrangements”

the United States Securities Act of 1933, as amended
from time to time, and the rules and regulations
promulgated thereunder

the United States of America

variable interest entity or variable interest entities

[REDACTED]

Beijing Neusoft Xikang Information Technology Co.,
Lid.  (AEROREERFRESHMARATR), a  limited
liability company incorporated under the laws of the PRC
on March 27, 2015, and is one of our Onshore Holdcos
and Consolidated Affiliated Entities

the series of contractual arrangements entered into
between Xikang WFOE, Xikang Information and the
Registered Shareholders, details of which are described
in “Contractual Arrangements” in this document

Neusoft Xikang International Limited, a company
incorporated under the laws of Hong Kong on April 2,
2001, and a wholly-owned subsidiary of our Company

Beijing Neusoft Xikang Medical Technology Co., Ltd. (&
SRR B R FE R A FRZA F]), a company incorporated
under the laws of the PRC on December 26, 2017, and is
one of our Onshore Holdcos and Consolidated Affiliated
Entities

the series of contractual arrangements entered into
between Xikang WFOE, Xikang Medical and the
Registered Shareholders, details of which are described
in “Contractual Arrangements” in this document
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“Xikang Medical Management” Shenyang  Neusoft Xikang Medical Enterprise
Management Co., Ltd. (¥ F5 5B B2 5 B A 3645 1A R
/3 F]), a company incorporated under the laws of the PRC
on January 24, 2018, and is owned as to 70% by Xikang
WFOE and 30% by Xikang Medical

“Xikang Medical System” Shenyang Neusoft Xikang Medical System Co., Ltd. (%
W B BR R B R A RN F]), a company incorporated
under the laws of the PRC on November 24, 2011, and a
wholly-owned subsidiary of Xikang WFOE

“Xikang WFOE” Neusoft Xikang Healthcare Technology Co., Ltd. (H#}
FREFEFEFRHZ A BR/A A]), a company incorporated under the
laws of PRC on August 12, 2011 and a wholly-owned
subsidiary of Xikang International

Unless otherwise expressly stated or the context otherwise requires, all data in this

document is as of the date of this document.

The English names of the PRC entities, PRC laws or regulations, and the PRC
governmental authorities referred to in this document are translations from their Chinese
names and are for identification purposes. If there is any inconsistency, the Chinese names

shall prevail.
Certain amounts and percentage figures included in this document have been subject to

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an

arithmetic aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms
used in this document. As such, these terms and their meanings may not correspond to

standard industry meanings or usage of these terms.

“AI”

“CAGR”

“Class II hospitals”

“Class III hospitals”

“Class III Grade A hospitals”

“convalescent care”

“digital healthcare services
market”

“ECG”

“EMR”

“follow-up”

artificial intelligence, the use of machine to aid or replace
human in doing certain tasks by simulating the sight,
hearing, senses and thinking of human

compound annual growth rate

secondary hospitals that provide comprehensive medical
services to a region, which are designated as Class II
hospitals by the NHC hospital classification system

multi-regional hospitals with large capacity that provide
high-quality professional medical services, undertake
higher education and scientific research initiatives, which
are designated as Class III hospitals by the NHC hospital
classification system

hospitals of the top grade in the NHC hospital

classification system

refers to nursing care or therapeutic services for patients
to help them to recuperate and recover after a surgery or
serious illness

covers four key components, (i) digital healthcare
infrastructure, (ii) digital healthcare services, (iii) digital
consumer healthcare products and services, and (iv)
digital health management services

electrocardiography, the process of producing a graph of
voltage versus time of the electrical activity of the heart
using electrodes placed on the skin

electronic medical record

a vital part of ongoing patient safety. It allows for
subsequent investigations to be checked and acted upon,
encourages specialist review of patients and ensures that
patients with chronic conditions receive the appropriate

secondary care input
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“GDPH

“Internet hospitals”

“IOT”

“IT”

“Northern China”

“PACS”

“primary care”

“remote medical service center’

“primary medical institution”

“secondary care”

)

gross domestic product

a new type of medical institutions approved by the NHC
primarily consists of offshoots of offline medical
institutions and online medical platforms. After
completing filing on relevant regulatory platforms and
registration with the Internet hospitals, doctors usually
could provide online consultation and diagnosis,
follow-up consultation for some common diseases and
chronic diseases, as well as family doctor health

management services

Internet of things

information technology

a geographical region in China including cities and
provinces located in the northern area of China,
including, for example, Beijing, Tianjin, Hebei province,
Shandong province, Shanxi province, Liaoning province

and Inner Mongolia Autonomous Region

picture archiving and communication system, a medical
imaging technology which provides economical storage
and convenient access to images from multiple modalities
(source machine types)

refers to the medical part of primary healthcare. It is the
first point of contact that patients made with their

doctors, such as general practitioners

special medical department within hospitals that provide
remote medical services

medical institution that provides basic public health and
medical services to residents in the local community that

it was established to serve

refers to more specialized and complex medical care
which is usually provided in a hospital setting
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GLOSSARY OF TECHNICAL TERMS

“Southern China”

“tender success rate”

“Yangtze River Delta”

a geographical region of China including cities and
provinces located in the southern area of China,
including, for example, Chongqing, Sichuan province,
Yunnan province, Guizhou province, Guangxi province,
Hunan province and Hubei provinces

a percentage calculated as the number of bids won over
the number of bids placed multiplied by 100%

a triangle-shaped geographical region of China

comprising Shanghai, Jiangsu, Anhui and Zhejiang
provinces
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FORWARD-LOOKING STATEMENTS

This document includes forward-looking statements. All statements other than statements
of historical facts contained in this document, including, without limitation, those regarding
our future financial position, our strategy, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any

ERINT3 ERINT3

statements preceded by, followed by or that include the words “believe,” “expect,” “estimate,”

ER TS

“predict,” “aim,” “intend,” “will,” “may,

ER RT3 ER RT3 9

plan,” “consider,” “anticipate,” “seek,” “should,”

bl

“could,” “would,” “continue,” or similar expressions or the negative thereof, are forward-
looking statements. These forward-looking statements involve known and unknown risks,
uncertainties and other factors, some of which are beyond our control, which may cause our
actual results, performance or achievements, or industry results, to be materially different from
any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. Important factors that could cause our actual performance or achievements to differ
materially from those in the forward-looking statements include, among other things, the

following:

. general political and economic conditions, including those related to the PRC;

. our ability to successfully implement our business plans and strategies;

. future developments, trends and conditions in the industry and markets in which we
operate or into which we intend to expand;

. our business operations and prospects;

. our capital expenditure plans;

. the actions and developments of our competitors;

. our financial condition and performance;
. capital market developments;
. our dividend policy;

. any changes in the laws, rules and regulations of the central and local governments
in the PRC and other relevant jurisdictions and the rules, regulations and policies of
the relevant governmental authorities relating to all aspects of our business and our
business plans; and

. various business opportunities that we may pursue.
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FORWARD-LOOKING STATEMENTS

Additional factors that could cause actual performance or achievements to differ
materially include, but are not limited to, those discussed in “Risk Factors” and elsewhere in
this document. We caution you not to place undue reliance on these forward-looking
statements, which reflect our management’s view only as of the date of this document. We
undertake no obligation to update or revise any forward-looking statements, whether as a result
of new information, future events or otherwise. In light of these risks, uncertainties and
assumptions, the forward-looking events discussed in this document might not occur. All
forward-looking statements contained in this document are qualified by reference to the

cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this document, including the
risks and uncertainties described below, before making an investment in our Shares.
These risks could materially and adversely affect our business, financial condition and
results of operations. The [REDACTED] price of our Shares could significantly decrease
due to any of these risks, and you may lose all or part of your investment. You should pay
particular attention to the fact that substantially all of our operations are conducted in
the PRC, which is governed by a legal and regulatory environment that may differ
significantly from that of other countries. For more information concerning the PRC and
certain related matters discussed below, see “Regulatory Overview” and “Appendix 111
— Summary of the Constitution of the Company and the Cayman Islands Companies
Laws.”

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

“Forward-looking Statements.”

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We operate in an emerging and dynamic industry and our historical results of operations
and financial performance may not be indicative of future performance.

We operate in the emerging and dynamic digital healthcare services market in the PRC.
The digital healthcare services market is relatively new, and it is uncertain whether it would
achieve and sustain high levels of demand, consumer acceptance and market adoption. Risks
and challenges we may face in this emerging and dynamic industry include our ability to,

among other things:

. develop and maintain relationships with our existing business partners and attract
new business partners to our cloud hospital platforms;

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

. develop and launch diversified and distinguishable products to effectively address
the needs of patients and healthcare providers;

. attract more commercial insurers or connect to the social medical insurance systems;

. grow our user base and enhance their engagement and utilization of services in a
cost-efficient manner;
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RISK FACTORS

. develop or implement additional strategic initiatives to further enhance

monetization;

. maintain a reliable, secure, high-performance and scalable technology
infrastructure;

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

. defend ourselves against litigation, regulatory investigation, claims concerning
medical practice, intellectual property, privacy or other aspects of our business.

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

Meanwhile, in 2020, 2021 and 2022, our revenue was RMB503.0 million, RMB614.3
million, and RMB687.4 million, respectively, and we experienced losses of RMB198.5 million,
RMB294.4 million and RMB243.4 million, respectively. Though our historical results and
growth may not be indicative of our future performance, there can be no assurance that we
would be able to generate profits in the future. Our ability to achieve profitability is affected
by a variety of factors, many of which are beyond our control, and our results of operations
may vary from period to period in response.

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

Due to the complex nature of our business, we are subject to legal and regulatory
requirements of multiple industries in the PRC. These industries primarily include the Internet,
healthcare and digital healthcare services industries.

Various regulatory authorities of the PRC government are empowered to promulgate and
implement regulations governing broad aspects of the Internet and healthcare industries. In
respect of the healthcare industry, in particular, any violation of the relevant laws, rules and
regulations may result in harsh penalties and, under certain circumstances, lead to criminal
prosecution.

Meanwhile, the regulations of both the Internet industry and digital healthcare services
sector are relatively new and evolving, and their interpretation and enforcement involve
significant uncertainty. For example, changes in laws and regulations on data, especially data
storage on third-party public cloud platform, as well as changes in laws and regulations on
internet diagnosis and treatment, such as the verification requirement of internet hospitals, may
change from time to time and we are therefore exposed to compliance risks to the evolving
regulatory requirements. As a result, under certain circumstances, it may be difficult to
determine what actions or omissions would be deemed in violation of applicable laws and
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regulations. These uncertainties entail risks that may materially and adversely affect our
business prospects. In a regulatory climate that is uncertain, our operations may be subject to
direct and indirect adoption, expansion or reinterpretation of various laws and regulations.
Compliance with these future laws and regulations may require us to change our business
models and practices at an undeterminable and possibly significant financial cost. These
additional monetary expenditures may increase future overhead, which may, in turn, have a
material adverse effect on our business, financial condition and results of operations. We have
identified what we believe are the primary areas of government regulation that, if changed,
would be costly to us. These areas include, but are not limited to, value-added
telecommunications services, administration of medical practitioners and medical institutions,
sales, supply, distribution and advertising of pharmaceutical products and medical devices,
online medical treatment, Internet advertising as well as cybersecurity and confidentiality of
user information. See “Regulatory Overview.” For example, in August 2022, NMPA published
the Measures for the Supervision and Administration of Online Pharmaceutical Transactions
( CEE T AAE S B BHE B ) ). Such Measures provide specific and explicit rules for the
online pharmaceutical transaction services, which is perceived to be more conducive to online
pharmaceutical transaction platform providers, but also presents challenges for them to be in
compliance. It remains uncertain that our online pharmaceutical transaction platforms are and
will be in full compliance with the relevant laws and regulations or any new laws and
regulations that may be promulgated in the future, which are evolving and subject to changes.
Any failure to comply with such laws and regulations could subject us to disciplinary warnings
and administrative penalties, which may, in turn, materially and adversely affect our business,
financial condition, results of operations and prospects. Additionally, we cannot assure you that
our scrutiny measures and mechanism will be effective or sufficient. There may be loopholes
in our scrutiny measures and such measures may not be able to detect and report the major
problems involving pharmaceutical quality and safety to the pharmaceutical administrations
effectively and timely, which is required under the Measures for the Supervision and
Administration of Online Pharmaceutical Transactions. Failure to effectively inspect the major
problems involving pharmaceutical quality and safety could expose us to liability under PRC
laws and regulations, which may incur significant liability and our business, financial
condition and results of operations could be materially and adversely affected. There could be
other laws and regulations applicable to our business that we have not identified or that, if
changed, may be costly to us, and we cannot predict all the ways in which implementation of
such laws and regulations may affect us.

Due to the uncertainty and complexity of the regulatory environment, we cannot assure
you that subsequent laws and regulations would not render our operations non-compliant or
that we would always be in full compliance with applicable laws and regulations. If we must
remedy any violations, we may be required to modify our business models as well as product
and service offerings in a manner that undermines our solution’s attractiveness to our users. We
may also become subject to fines or other penalties or, if we determine that the requirements
to operate in compliance are overly burdensome, we may elect to terminate the non-compliant
operations. In each case, our business, financial condition and results of operations may be
materially and adversely affected.
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Furthermore, the introduction of new services and products may require us to comply with
additional, yet undetermined, laws and regulations. Compliance may require obtaining
appropriate permits, licenses or certificates as well as expending additional resources to
monitor developments in the relevant regulatory environment. The failure to adequately
comply with these future laws and regulations may delay, or possibly prevent, some of our
products or services from being offered to users, which may have a material adverse effect on
our business, financial condition and results of operations.

We may not be able to manage the growth of our business and operations or implement
our business strategies on schedule or within our budget, or at all.

Our business has become increasingly complex in terms of both the type and scale of
business we operate. Any expansion may increase the complexity of our operations and place
a significant strain on our managerial, operational, financial and human resources. Our current
and planned personnel, systems, procedures and controls may not be adequate to support our
future operations. We cannot assure you that we will be able to effectively manage our growth
or to implement all these systems, procedures and control measures successfully. If we are not
able to manage our growth effectively, our business and prospects may be materially and
adversely affected.

We are also continually executing a number of growth initiatives, strategies and operating
plans designed to enhance our business. See “Business — Our Strategies.” We expect to further

expand our business, which may expose us to additional risks, including, among other things:

. difficulties with managing operations into new geographical regions, including
complying with the various local regulatory and legal requirements;

. different approval or licensing requirements;

. recruiting sufficient personnel in these new markets;

. challenges in providing services and products as well as supports in these new
markets; and

. challenges in attracting cooperating hospitals and other participants on our cloud
hospital platforms as well as users and remaining competitive.

If we are unable to effectively avoid or mitigate these risks, our ability to expand our

business will be affected, which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

_48 —



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

RISK FACTORS

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

The application and scalability of our city-specific cloud hospital platform model in new
regions may be affected by factors beyond our control.

We offer cloud hospital platform services to assist local governments in establishing
city-specific cloud hospital platforms, and we have a relatively mature city-specific cloud
hospital platform in Ningbo. We have applied, and expect to apply, such cloud hospital
platform model to other cities in China, and the success of such application, and the scalability
of the platforms established or to be established depends on various factors, such as
cooperation of local medical institutions and social medical insurance systems, evolving
governmental policies, regional competition as well as willingness of residents to utilize digital
healthcare services, many of which are beyond our control. For example, we fail to win new
projects for building and operating city-specific cloud hospital platforms due to any significant
changes in the contracting or fiscal policies of the local public sector, including availability of
government funding, public-sector budgetary cycles and the adoption of new laws or
regulations or changes to existing laws or regulations, among other things. In particular, any
budget adjustments of public sector customers may result in delayed payment from them. See
“— Risks Relating to Our Business and Industry — We are subject to the risk of payment delays
from public sector customers” and “Financial Information — Description of Certain
Components of Our Consolidated Statements of Financial Position — Trade Receivables.”
Failure to manage these factors may adversely affect our business, financial condition, results
of operations and prospects.

We are subject to the risk of any payment delay from public sector customers.

We generally focus on customers in the public sector in the cloud hospital platform
services and smart healthcare products segments. Any budget adjustments of public sector
customers may result in delayed payment from them. Therefore, we are exposed to the risk of
any delayed payment from public sector customers. This might result in slow turnover of our
trade receivables and restrict our working capital resources. See “Financial Information —
Description of Certain Components of Our Consolidated Statements of Financial Position —
Trade Receivables” for more details. There can be no assurance that our public sector
customers will make payments in a timely manner, whereas the long collection time for
receivables due from public sector customers may adversely affect our working capital and
cash flows.
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We recorded net operating cash outflows throughout the Track Record Period and expect
to incur operating losses in the future, and may not be able to achieve or maintain
profitability, and we recorded negative equity or net liabilities during the Track Record
Period.

Throughout the Track Record Period, we had experienced net losses and negative cash
flows from operations. In 2020, 2021 and 2022, we had net losses of RMB198.5 million,
RMB294.4 million and RMB243.4 million, respectively. During the same years, we had
accumulated losses attributable to owners of the Company of RMB1,759.2 million,
RMB2,055.5 million and RMB2,297.5 million, respectively. Furthermore, in 2020, 2021 and
2022, we had negative operating cash flows of RMB17.3 million, RMB83.4 million and
RMB73.8 million, respectively. We expect our operating expenses to increase in the future as
we expand our operations. Furthermore, after the [REDACTED], we may incur additional
compliance, accounting, and other expenses that we did not incur as a private company. If our
revenue does not grow at a greater rate than our expenses, we may not be able to achieve
profitability. We may incur considerable losses in the future for various reasons, many of which
may be beyond our control. Additionally, we may encounter unforeseen expenses, operating
delays, or other unknown factors that may result in losses in the future. If our cost of sales and
expenses continuously exceed our revenue, our business may be materially and adversely
affected and we may not be able to achieve or maintain profitability.

Moreover, we recorded negative equity or net liabilities of RMB130.5 million, RMB267.4
million and RMB446.0 million as of December 31, 2020, 2021 and 2022, respectively. Our net
liabilities positions expose us to liquidity risk. Our future liquidity, payment of trade and other
payables, capital expenditure plans and repayment of outstanding debt obligations as and when
they become due will primarily depend on our ability to maintain adequate cash generated from
operating activities and adequate external financing. We may have net liabilities positions in
the future, which may limit our working capital for the purpose of operations or capital for our
expansion plans and materially and adversely affect our business, financial condition and
results of operations.

If we do not succeed in attracting new medical institutions for our solutions or growing
revenue from existing medical institutions, we may not be able to achieve our revenue
growth goals.

Our ability to attract new medical institutions depends on a number of factors, including
our ability to offer solutions and services at competitive prices in response to medical
institutions’ needs, the evaluation by existing medical institutions on the performance of our
solutions, our ability to maintain comparative strengths to our competitors and the
effectiveness of our marketing and sales efforts. If we fail to perform well in any of these
aspects, our ability to attract new medical institutions could be impeded and, as a result, we
may not be able to grow our business as quickly as we anticipate, or at all. In addition, medical
institutions may engage third parties in developing healthcare information technology systems
or develop such systems on their own, or they may continue to operate offline. Although our
network of medical institutions increased steadily during the Track Record Period, however,
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we cannot assure you that our network of medical institutions will continue to grow at the
current pace or at all. Furthermore, the majority of the primary medical institutions are
connected to our platform for free, mostly providing smart family doctor services through our
platform. We believe that the primary medical institutions connected to our platform can drive
user traffic for the Internet medical services, thus bringing synergistic effects. If we cannot
grow the number of medical institutions that pay to be connected to our platform, or if the
primary medical institutions connected to our platform fail to drive user traffic for the Internet
medical services as anticipated, our revenue from the cloud hospital platform services and
Internet medical services and hence our results of operations and financial condition may be

materially and adversely affected.

Meanwhile, we face challenges in growing revenue from existing medical institutions. If
we fail to capture recurring or new demands from existing medical institutions, the future
growth of our revenue may be adversely affected. We have been deepening our relationship
with these medical institutions through identifying more pressing industry needs and our
network effects. However, we cannot assure you that our sales efforts will be as successful as
expected, as their effects are impacted by many factors, some of which are beyond our control,
such as the liquidity position of the medical institutions.

Our business may be harmed if we fail to maintain users’ trust in our platforms and
solutions.

Maintaining the trust of our platforms and solutions is crucial for us to attract new, and
retain existing, users, which largely depends on our proper management of the quality of
services and products provided by the various participants, such as medical institutions,
doctors, nurses and pharmacies, over our platforms. As many of such participants are not
employed by us, we have limited control over their practice and the quality of their services
on our platforms. There can be no assurance that our monitoring of their services would be
sufficient to control the quality of their work, or they will strictly adhere to the specified work
scope and quality requirements and comply with applicable laws and ethical rules. In the event
that a participant fails to meet our quality and operating standards pursuant to our agreements
or as required by relevant PRC laws and regulations or ethical rules, the operations of our
Internet medical services and health management services may be disrupted.

For example, we are exposed to the risk of our cooperating medical institutions’ potential
failure to provide the agreed support under our cooperation agreements, which may result in
our failure to launch such services on our platforms as anticipated and cause disruption to the
operations of our platforms. In addition, we may not able to renew the cooperation agreements
with these hospitals upon expiry or such agreements may be terminated prematurely by the
cooperating hospitals. Any such failure may interrupt the operation of our platforms, reduce
users’ satisfaction and have an adverse effect on our business, reputation, financial condition
and results of operations.
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Furthermore, because of the contractual relationships, we could be perceived as
responsible for the actions of such participants and, as a result, suffer reputational damage and
could be brought into legal proceedings that are costly and time consuming to defend, and
accordingly materially and adversely affect our business, financial condition and results of

13

operations. See “— We may be subject to medical liability claims or claims under consumer
protection laws, including health and safety, claims and product liability claims” and “— We
may not be able to detect or prevent fraud or other misconduct committed by our employees

or third parties.”

If we are unable to compete effectively, our business, financial condition and results of
operations may be materially and adversely affected.

The PRC digital healthcare services market is, and is expected to be, increasingly
competitive. Our competitors may have longer operating histories, greater brand recognition,
better supplier relationships, larger customer bases or greater financial, technological or
marketing resources than we do. As a result, our competitors may be able to respond more
quickly and effectively to new or changing opportunities, technologies, standards or customer
requirements than us and may have the ability to initiate or withstand significant regulatory
changes and industry evolvement. Competition may also result in continued pricing pressures,
which is likely to lead to price declines in certain of our product or service lines, and may, in

turn, adversely affect our profitability and market share.

Meanwhile, new competitors that have greater market share, larger customer bases, more
widely adopted proprietary technologies, greater marketing expertise, greater financial
resources and larger sales forces than us may emerge, which could put us at a competitive
disadvantage. In light of these factors, even if our solution is more effective than those of our
competitors, current or potential customers may accept competitive solutions in lieu of ours.
If we are unable to successfully compete in the digital healthcare services market, our business,
financial condition and results of operations may be materially and adversely affected.

The suspension of direct settlement by the social medical insurance system on our cloud
hospital platforms may adversely affect our business, financial conditions and results of
operations.

Our capacity to enable direct settlement by social medical insurance for our Internet
medical services and health management services can increase user stickiness and expand user
base at low costs. As of December 31, 2022, the medical bills of our Internet medical services
and health management services can be directly settled by social medical insurance in Ningbo
and Shenyang. However, there can be no assurance that we are able to continue such direct
settlement arrangement with relevant government agencies at the current levels or at all in the
future, which are subject to many factors beyond our control including local policies regarding
social medical insurance. Failure to continue such arrangement may result in the suspension of
direct settlement by the social medical insurance system on our platforms, which may lead to
loss of users, and, in turn, adversely affect our business, financial condition and results of
operations.
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We may be subject to medical liability claims or claims under consumer protection laws,
including health and safety, claims and product liability claims.

We face risks of medical liability claims against the doctors and nurses involved in our
solutions. Although we carry insurance covering medical malpractice claims in amounts that
we believe are appropriate in light of the risks attendant to our business, successful medical
liability claims could result in substantial damage awards that may exceed the limits of our
insurance coverage. We carry professional liability insurance for the doctors and nurses in
relation to the provision of online consultations and Internet home care services over our cloud
hospital platforms. See “Business — Insurance.” Professional liability insurance premiums may
increase significantly in the future, particularly as we expand our services. As a result,
adequate professional liability insurance may not be available to the doctors, nurses or us in

the future on commercially acceptable terms, or at all.

Any claims made against us that are not fully covered by insurance or at all could be
costly to defend against, result in substantial damage awards against us and divert the attention
of our management and the doctors and nurses from our operations, which could have a
material adverse effect on our business, financial condition, results of operations and
reputation.

In particular, we have received medical claims in amounts of approximately
RMB2,820,000, RMB35,000 and RMB125,000, respectively, in 2020, 2021 and 2022, in
relation to our health management services. We currently do not carry any professional liability
insurance for this business. Though such claims did not have a material and adverse impact on
our business and financial condition, there can be no assurance that we will not experience
similar claims in the future and our insurance coverage may not be sufficient or we may not
be covered by insurance at all.

Meanwhile, the PRC government, media outlets and public advocacy groups are
increasingly focused on consumer protection. As part of our cloud hospital healthcare business,
prescription and OTC drugs as well as other healthcare products and services are offered
through our cloud hospital platforms. In addition, we also provide smart healthcare devices for
sale and related services. Such activities pose increasing challenges to our internal control and
compliance systems and procedures, including our control over and management of third-party
service providers or suppliers, and expose us to substantial liability, negative publicity and
reputational damage arising from consumer complaints, harms to personal health and safety or
accidents involving products or services offered through our platforms or provided by us.
Operators of e-commerce platforms are subject to certain provisions of consumer protection
laws even where the operator is not the merchant of the product or service purchased by the
consumer. In addition, if we do not take appropriate remedial action against the service
providers or suppliers for actions they engage in that we know, or should have known, would
infringe upon the rights and interests of consumers, we may be held jointly liable for
infringement alongside the service provider or supplier. We may also be held jointly liable with
the service providers or suppliers under the applicable PRC law if we fail to take necessary
actions when we know or should have known that the products or services provided by the
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service providers on our platforms or suppliers do not meet personal and property security
requirements, or otherwise infringe upon consumers’ legitimate rights. Moreover, applicable
consumer protection laws in China hold that trading platforms will be held liable for failing to
meet any undertaking that the platforms make to consumers with regard to products listed on
their websites. Furthermore, we may also be held liable if we fail to verify the licenses or
qualifications of the service providers on our platforms, or fail to safeguard consumers with
respect to the products or services affecting consumers’ health or safety.

Evolving and extensive regulatory requirements in the PRC regarding doctor
management may affect our business operations and prospects.

The practice of doctors is strictly regulated under PRC laws, rules and regulations.
Doctors shall obtain the Practice Certificate for Medical Practitioners to practice upon
registration. Generally, under applicable PRC regulations, a doctor shall register the medical
institutions where the doctor practices on their licenses with the relevant authorities in the PRC
(the “Medical Institution Registration’). In addition, a doctor is allowed to practice in multiple
institutions if the doctor has filed with the competent health administration authorities as
required by applicable laws and regulations (the “Multi-site Practice Filing”). Nevertheless,
under current PRC regulations, it remains unclear in practice whether such filing and
registration requirements apply to doctors multi-site practicing in Internet hospitals like ours
besides their initial registered practicing medication institutions, and whether and how a doctor
shall conduct the registration or filing with health administration authorities, if applicable,
under such circumstances. According to our PRC Legal Advisor’s telephone consultation with
the NHC, when doctors from other medical institutions provide medical services in an Internet
hospital, they can practice directly at such Internet hospital without having to conduct the
Multi-site Practice Filing or change their initial Medical Institution Registrations. However, we
cannot assure you that all doctors practicing in the medical institutions of our network could
continue to fully comply with the above-mentioned requirements from time to time, or new
laws, regulations, rules and policies, imposing more stringent requirements, or further
interpretations, implementations and enforcements by competent government authorities, at a
timely manner, or at all.

If we fail to comply with the above-mentioned requirements, or future regulations, rules
or requirements imposed by competent government authorities, the relevant doctors and/or we
may be subject to fines, penalties or other regulatory measures. Meanwhile, if doctors
practicing in the medical institutions of our network are found to have deficiencies by relevant
authorities, they may be disciplined and their practicing licenses may be revoked. In such
cases, we may no longer be able to offer certain of our medical services, which could materially
and adversely affect our business. In addition, there can be no assurance that we could timely
find qualified replacements on commercially reasonable terms, or at all.
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We rely on business relationships with major customers and suppliers.

For each year during the Track Record Period, our five largest customers accounted for
16.2%, 14.3% and 20.1% of our total revenue, respectively. For each year during the Track
Record Period, our largest customer contributed 5.0%, 3.3% and 11.2% of our total revenue,
respectively. Any inability or failure by such customers to meet their payment obligations or
contractual commitments or the insolvency or liquidation of our major customers could have
a material adverse effect on our business, financial position and results of operations. See
“Business — Our Customers.”

For each year during the Track Record Period, purchases from our five largest suppliers
accounted for 41.2%, 33.5% and 34.0%, respectively, of our total purchases. For each year
during the Track Record Period, purchases from our single largest supplier accounted for
15.7%, 14.3% and 15.9%, respectively, of our total purchases. Any significant delay in
delivery, the inability of our major suppliers to meet their quantity and/or quality obligations
or the unavailability of alternative suppliers could hinder our business plan, which could, in
turn, have a material adverse effect on our business, financial condition and results of
operations. See “Business — Our Suppliers.”

We may not be able to recoup the investments we make in research and development,
which, in turn, could adversely impact our financial condition and results of operations.

Our success depends in part on our ability to continually enhance our core capabilities and
solutions. If we are unable to respond to rapid technological changes in a cost-effective manner
and develop new features and functions that satisfy our customers’ demands, our solutions and
other services may become less marketable and less competitive, and our business, results of
operations may be adversely affected.

We have made, and will continue to make, investments in research and development
which we believe to be helpful to our business, such as big data and IoT technologies. Although
investments in research and development are critical to our success, they may not yield the
desired results. We may experience difficulties that could delay or impede the development,
after having expended significant time and financial resources. Even if research and
development projects successfully lead to new core capabilities or solutions, they may require
lengthy periods of time for testing before commercial launch, and the final solutions we offer
to the market may not be well-received by our customers or generate sufficient revenue to
cover the expenses incurred. In 2020, 2021 and and 2022, our research and development
expenses were RMB66.8 million, RMB86.4 million and RMB79.0 million, respectively.

55—



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

RISK FACTORS

The potential loss or delay of our large service contracts or of multiple service contracts
could adversely affect our results of operations.

Our customers may delay, terminate, fail to perform or reduce the scope of our contracts
for a variety of reasons beyond our control, which include, but are not limited to:

. lack of available financing, budgetary limits or changing priorities;

. actions by regulatory authorities;

. unexpected or undesired results for services and products; and

. shift of business to a competitor or internal resources.

In particular, due to stretched financial condition, change in budget priorities or other
factors relating to the COVID-19 pandemic, certain pipeline projects were delayed or canceled
by our local government and medical institution customers for the cloud hospital platform

13

services. For risks relating to the COVID-19 pandemic, see “— An occurrence of a natural
disaster, widespread health pandemic or epidemic or other outbreaks could have a material
adverse effect on our business, financial condition and results of operations.” There can be no

assurance that there will be no further delay or cancellation of a similar nature.

Although some of our contracts provide for termination fees for our customers’ failure to
perform the contract, such customers may refuse to pay these fees, and even if successfully
enforced, these fees may not be sufficient for us to realize the full amount of revenues or profits
anticipated under the related service contracts, or recover our costs. In cases where our
contracts do not contain such clauses providing for these fees or our customers refuse to pay
such fees, we may need to resort to legal proceedings for resolutions. Such proceedings are
usually time consuming and could entail additional legal costs and distract our management.
In addition, we will not realize the full benefits of our backlog of contractually committed
services if our customers cancel, fail to renew, delay or reduce their commitments under our
contracts with them, which may occur if, among other things, a customer decides to shift its
business to a competitor or revoke our status as a preferred provider. Furthermore, some of our
contracts are short-term and our customers may not renew or extend such short-term contracts
with us after such contracts expire. Thus, the loss or delay of a large contract or the loss or
delay of multiple contracts could adversely affect our revenue and profitability. We cannot
assure you that we will be able to offset such revenue loss or delay in a timely fashion as large
contracts or contracts in the amount we lose may not be available on a regular basis.
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An occurrence of a natural disaster, widespread health pandemic or epidemic or other
outbreaks could have a material adverse effect on our business, financial condition and
results of operations.

Our business could be materially and adversely affected by natural disasters, such as
snowstorms, earthquakes, fires or floods, the outbreak of a widespread health epidemic or
pandemic, or other events, such as wars, acts of terrorism, environmental accidents, power
shortage or communication interruptions. The occurrence of such a disaster or prolonged
outbreak of an epidemic or pandemic illness or other adverse public health developments in the
PRC or elsewhere could materially disrupt our business and operations. Such events could also
significantly affect our industry and cause a temporary closure of the facilities we or our
business partners use for our operations, which would severely disrupt our operations and have
a material adverse effect on our business, financial condition and results of operations. Our
operations could be disrupted if any of our employees or employees of our business partners
were suspected of having any of the epidemic or pandemic illnesses, since this could require
us or our business partners to quarantine some or all of such employees or disinfect the
facilities used for our operations. In addition, our revenue and profitability could be materially
reduced to the extent that a natural disaster, health epidemic or pandemic or other outbreak
harms the global or PRC economy in general. Our operations could also be severely disrupted
if our users or other participants were affected by such natural disasters, health epidemic or
pandemics or other outbreaks.

In particular, in response to the COVID-19 pandemic, the Chinese government took a
number of actions, which included, among other things, compulsory quarantine arrangements,
travel restrictions, remote work arrangements and public activities restrictions. The COVID-19
pandemic also resulted in temporary closure of many corporate offices, retail stores,
manufacturing facilities and factories across China. Accordingly, certain of our businesses, in
particular, our health management business and our own medical institutions, were adversely
impacted by the COVID-19 pandemic. Meanwhile, for the cloud hospital platform services,
due to stretched financial condition, change in budget priorities or other factors relating to the
COVID-19 pandemic, certain pipeline projects were delayed or canceled by our local
government and medical institution customers. For the Internet medical services, doctors and
nurses of our network of medical institutions in certain cities, such as Ningbo and Shenyang,
have had less time that can be devoted to offering Internet medical services through our
platforms, due to priorities relating to the COVID-19 pandemic. The global spread of the
COVID-19 pandemic in a significant number of countries around the world has resulted in, and
may intensify, global economic distress, and the duration and extent of the impact of
COVID-19 outbreaks cannot be reasonably estimated at this time. The extent to which it may
affect our results of operations, financial condition and cash flow will depend on the future
developments of the outbreaks, which are highly uncertain and cannot be predicted. Such
uncertainty poses operational challenges to our services offerings. Our operations could also
be disrupted if one of our employees is suspected of having COVID-19 or another epidemic in
our offices, since it could require our employees to be quarantined and/or our offices to be
disinfected. In addition, our results of operations could be adversely affected to the extent that
the outbreaks harm the PRC economy in general.
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The Chinese government has adjusted its pandemic prevention policies since late 2022.
In particular, the PRC governments at all levels have strategically adjusted pandemic
prevention policies and significantly lift the restrictive measures aimed at controlling the
spread of the COVID-19 since December 2022, and there had been a noticeable uptick in
infections within the population, which could result in companies imposing their own
alternative working arrangements. If the COVID-19 pandemic persists, or if a significant
portion of the population is infected with the virus, which may prompt changes in
governmental policies and measures, and our business, results of operations and financial
condition could be affected. To the extent that future waves of COVID-19 infections disrupt
normal business operations and traveling in China, we may face disrupted market demand and
operational challenges with our services. We are closely monitoring the development of the
pandemic and continuously evaluating any potential impact on our business, results of
operations and financial condition. However, we cannot estimate with any degree of certainty
the full impact of the COVID-19 pandemic on our financial condition and future results of
operations. The ultimate impact of the COVID-19 pandemic and related mitigation efforts will
depend on future developments, including the duration of the COVID-19 pandemic, the
acceptance and effectiveness of vaccines, the impact of COVID-19 and related containment
and mitigation measures on the participants of our cloud hospital platforms, and other
customers, suppliers, business partners and employees, workforce availability, and the timing
and extent to which normal economic and operating conditions resume.

If we fail to perform our services in accordance with contractual requirements, we could
be subject to significant costs or liability and our reputation could be harmed.

We contract with our customers to provide a wide range of cloud hospital platform
services. Such services are complex and subject to contractual requirements, and any mistake
or failure to perform in accordance with contractual specifications on our part could result in
our customers suing us for breach of contract as well as other adverse consequences. For
example, if external network interruptions result in the suspension of our operations of
platforms, we may face potential claims and liabilities. Any such mistake or failure to perform
in accordance with contractual requirements and standards may harm our reputation and
business, result in administrative actions or heavy civil and contractual liabilities, and may
deter prospective customers.

Our financial results may be adversely affected if we underprice our service agreements,
overrun our cost estimates or fail to convert out-of-scope work or excessive costs into
pricing term amendments.

Our service agreements are typically fixed-fee contracts. If we initially underprice our
solutions for marketing purposes or otherwise to attract customers or overrun our cost
estimates, we may not be able to recover our excessive costs, in which case our profit margin
and our results of operations may be adversely impacted. Meanwhile, in certain cases, we may
be able to apply an amendment to the pricing terms in case of underpricing occurs, but it is
uncertain that we will be able to reach an amendment in a timely manner without incurring
substantial legal and administration costs, or at all. Where we are not successful in converting
out-of-scope work or excessive costs into amendments to pricing terms under our current
contracts, our profit margin, results of operations, financial condition and cash flows may be
adversely affected.
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The gross profit margins for certain of our businesses are subject to fluctuations.

We have experienced fluctuations in the gross profit margins of the cloud hospital
platform services and smart healthcare products segments. In 2020, 2021 and 2022, the gross
profit margin of the cloud hospital platform services was 38.1%, 46.4% and 46.2%,
respectively, and the gross profit margin of the smart healthcare products was 19.0%, 9.9% and
8.0%, respectively.

The gross profit margins of these two segments are subject to fluctuations mainly because
such businesses are generally project-based, and the gross profit margin of each project under
these two segments can vary greatly due to different pricing strategies adopted by us, which
is further based on project evaluation on various aspects including, among other things, time
and human resources necessary to complete such project, level of competitiveness in the
bidding phase, customer relationship, industry norm, and strategic significance.

Accordingly, our gross profit margins of these segments may continue to be subject to
fluctuations, and may not be at the levels recorded during the Track Record Period. Failure to
manage the relevant risks may adversely affect our overall profitability and results of
operations.

Any lack of requisite approvals, licenses or permits applicable to our business may have
a material and adverse effect on our business, financial condition and results of
operations.

Our business is subject to governmental supervision and regulation by various PRC
governmental authorities, including, but not limited to, the MOFCOM, the MIIT, the NHC, the
NMPA, the SAMR, Cyberspace Administration of China and the corresponding local
regulatory authorities. Such government authorities promulgate and enforce laws and
regulations that cover a variety of business activities that our operations concern, such as
online and offline medical services, retail, sales and online operation of pharmaceutical
products and medical devices, Internet advertisement, data privacy and security, environmental
protection, value-added telecommunications services, fire control, among other things. These
regulations in general regulate the entry into, the permitted scope of, as well as approvals,
licenses and permits for, the relevant business activities. See “Regulatory Overview.” Due to
uncertainties in the regulatory environment of the industries in which we operate, there can be
no assurance that we have obtained or applied for all the approvals, permits and licenses
required for conducting our business in the PRC or would be able to maintain our existing
approvals, permits and licenses or obtain any new approvals, permits and licenses if required
by any future laws or regulations. If we fail to obtain and maintain approvals, licenses or
permits required for our business, we could be subject to liabilities, penalties and operational
disruption and our business could be materially and adversely affected. We may also be liable
for fines or disgorgement of illegal gains, which may materially and adversely affect our

business, financial condition and results of operations.
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We may be subject to litigation and regulatory investigations and proceedings, and may
not always be successful in defending ourselves against such claims or proceedings.

Our business operations entail substantial litigation and regulatory risks, including the
risk of lawsuits and other legal actions relating to medical disputes, fraud and misconduct,
sales and customer services, leases, labor disputes, and control procedures deficiencies, as well
as the protection of personal and confidential information of our users and business partners,
among others. We may be subject to claims and lawsuits in the ordinary course of our business.
We may also be subject to inquiries, inspections, investigations and proceedings by relevant
regulatory and other governmental agencies relating to advertisement, medical services and
taxations, among other things. Actions brought against us may result in settlements,
injunctions, fines, penalties or other results adverse to us that could harm our business,
financial condition, results of operations and reputation. Even if we are successful in defending
ourselves against these actions, the costs of such defense may be significant to us. A significant
judgement or regulatory action against us or a material disruption in our business arising from
adverse adjudications in proceedings against our Directors, officers or employees would have
a material adverse effect on our liquidity, business, financial condition, results of operations,
reputation and prospects.

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

We have obtained insurance to cover certain potential risks and liabilities, such as
professional liability insurance for the doctors and nurses in connection with their provision of
online consultations and Internet home care services over our cloud hospital platforms and
product liability insurance for us and our suppliers with respect to products sold on our
platforms or smart healthcare devices offered by us. However, we may not be able to acquire
any insurance for certain types of risks such as business liability or service disruption insurance
for all of our operations in the PRC, and our coverage may not be adequate to compensate for
all losses that may occur, particularly with respect to loss of business or operations. For
example, we do not maintain business interruption insurance, nor do we maintain key-man life
insurance. Any business disruption, litigation, regulatory action, outbreak of epidemic disease
or natural disaster could also expose us to substantial costs and diversion of resources. There
can be no assurance that our insurance coverage is sufficient to prevent us from any loss or that
we will be able to successfully claim our losses under our current insurance policy on a timely
basis, or at all. If we incur any loss that is not covered by our insurance policies, or the
compensated amount is significantly less than our actual loss, our business, financial condition
and results of operations could be materially and adversely affected.
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If we fail to keep up with rapid changes in big data, IoT and other technologies, our future
success may be adversely affected.

We utilize big data, IoT and other advanced data technology tools to access and aggregate
data and develop our solutions. The success of our business will depend, in part, on our ability
to adapt and respond effectively to the technology development in big data, IoT and other
technologies on a timely basis. Application of big data and IoT technology has been
popularized, with cutting-edge improvement in the overall knowledge base, algorithms and
blockchain technology. The healthcare sector has also started to improve technology-oriented
capabilities and leverage innovative applications to reshape the concept of prevention,
diagnosis and treatments, such as Al-assisted diagnostics products and healthcare wearables. If
we are unable to design products and solutions that catch up with such trends in a timely
manner, our market share may shrink and our financial condition and results of operations may
be negatively impacted.

If we are unable to develop new solutions that satisfy our customers and provide
enhancements and new features for our existing solutions that keep pace with rapid
technological and industrial change, our business, financial condition and results of operations
could be adversely affected. If our competitors are able to deliver more efficient, convenient
and secure solutions and services at lower prices by using new technologies, it could adversely
impact our ability to maintain and increase our market share.

Our cloud hospital platforms and solutions may be launched and used on a variety of
hardware, and software platforms, and we need to continually modify and enhance our services
and solutions to adapt to changes and innovation in these technologies. Any failure of our
platforms and solutions to operate effectively with evolving or new platforms and technologies
could reduce the demand for our solutions. We are expected to continue to invest substantial
resources in research and development to enhance our technology. If we are unable to respond
to these changes in a cost-effective manner, our solutions may become less marketable and less
competitive or obsolete, and our business, financial condition and results of operations could
be adversely affected.

Our ability to access and aggregate data from various sources could be restricted, which
may adversely impact our ability to deliver our services and solutions, our business and
results of operations.

The optimal performance of our solutions depends on the breadth and depth of the data
that we access and aggregate. We obtain the right to use the de-identified data through our
solutions to and cooperation with medical institutions, local governments, insurers, patients,
users and other participants in the healthcare system and we organize such data to establish
precise and continuous health records to enable more effective and more efficient delivery of
healthcare. Our ability to access and aggregate data is limited by a number of factors,
including:

. existing laws, regulations, policies and industry standards on access to healthcare
data and new developments therein;
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. our ability to secure requisite authorization from the relevant healthcare participants
to use the data underlying our solutions in a timely manner;

. our relationship with the relevant healthcare participants;

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

. changes in browser or device functionality and settings, and other new technologies,
which could make it easier for mobile users to prevent the placement of cookies or

other tracking technologies; and

. interruptions, failures or defects in our data aggregation and storage systems.

Any of the above described limitations on our ability to successfully access and aggregate
data could materially impair the performance of our solutions, thereby reducing the
attractiveness of our solutions and resulting in an adverse effect on our business and results of

operations.

The technologies that comprise our data intelligence infrastructure may include design or
performance defects and may not achieve their intended results, any of which could
materially and adversely affect our business, results of operations and financial
performance.

We rely on our big data, [oT and other technologies to deliver our solutions. Our
technologies are relatively new, and they may contain design or performance defects that are
not detectable even after extensive internal testing and may become apparent only after
widespread commercial use. In addition, the data rules and models for quality control may not
be comprehensive, and various anomalies in data such as incompleteness and inaccuracy may
decrease the results delivered by our solutions. Any defect in those technologies as well as their
subsequent alterations and improvements could hinder the effectiveness of our cloud hospital
platforms and the reliability of our solutions and discourage existing or potential customers
from utilizing our solutions, which would have a material and adverse effect on our reputation,
competitiveness and future prospects. In addition, correction of defects or errors could prove
to be impossible or impracticable and the costs incurred in correcting any defects or errors may
be substantial and could have a material adverse effect on our business, financial condition and
results of operations. Our software products are subject to product liability laws of China and
may also be subject to product liability laws of other jurisdictions where we provide solutions
and services. If the technologies underlying our solutions are found to have design or
performance defects, we may be liable for product liability claims in China or such other
jurisdictions.
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Security breaches and attacks against our systems and network, and any potentially
resulting breach or failure to otherwise protect confidential and proprietary information,
could damage our reputation and adversely impact our business, as well as materially and
adversely affect our financial condition and results of operations.

We rely heavily on technology, particularly the Internet, to provide high-quality online
services. However, our technology operations are vulnerable to disruptions arising from human
error, natural disasters, power failure, computer viruses, spam attacks, unauthorized access and
other similar events. Disruptions to, or instability of, our technology or external technology
that allows our customers to use our online services and products could materially harm our
business and reputation. In particular, our cloud hospital platform services rely on third party
network service providers to ensure Internet stability. We have entered agreements with such
providers in typical contract term of one year and pay fixed service fees every six months.
However, we cannot assure you that the network of our cloud hospital platform services will
be remain stable or at all due to factors beyond our control, which will also materially harm
our business and reputation.

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

could sustain substantial revenue loss from lost sales and customer dissatisfaction.

In addition, we may not have the resources or technical sophistication to anticipate or
prevent rapidly evolving types of cyber-attacks. Cyber-attacks may target us, our users,
hospitals or other participants of our cloud hospital platforms, or the information infrastructure
on which we depend. Actual or anticipated attacks and risks may cause us to incur significantly
higher costs, including costs to deploy additional personnel and network protection
technologies, train employees, and engage third-party experts and consultants. Cybersecurity
breaches may harm our reputation and business, and materially and adversely affect our
financial condition and results of operations.
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The improper use, disclosure or storage of data over our cloud hospital platforms could
harm our reputation as well as have a material adverse effect on our business, financial
condition, results of operations and prospects.

Our cloud hospital platforms aggregate a large amount of personal, transaction,
demographic and behavioral data. Such information includes, but is not limited to, personal
information (such as users’ names, cell phone numbers, delivery addresses, age and gender),
consultation record, order record and activity log. Accordingly, we face risks inherent in
handling large volumes of data and in securing and protecting such data. In particular, we face
a number of data-related challenges from consultations, transactions and other activities on our
platforms, including:

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

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

. complying with applicable laws, rules and regulations relating to the collection, use,
disclosure or security of personal information, including any requests from

regulatory and government authorities relating to such data.

Any systems failure or security breach or lapse that results in the unauthorized release of
our user data could harm our reputation and brand and, consequently, our business and
prospects, in addition to exposing us to potential legal liability.

Meanwhile, certain sensitive user information in our business operations is stored with
third-party Internet data center providers, whose capacity may need to be expanded as our
customer base continues to grow and our customers’ demand for services, solution upgrade and
operational monitoring continues to increase. We cannot assure you that we will be able to
expand the data center facilities to meet the increased infrastructure capacity demand in a
timely manner, or on favorable terms, or at all. Furthermore, we do not have sufficient control
over the operation of the data center facilities and therefore cannot afford the same level of
protection to them as compared to those facilities that are owned by us or located within our
premises. The data center facilities leased by us may be vulnerable to damage or interruption
from earthquakes, floods, fires, power loss, telecommunications failures, break-ins, sabotage,
acts of terrorism, intentional acts of vandalism, operator errors and other similar events or
misconducts. Despite precautions taken at these facilities and the disaster recovery plans we
maintain, the occurrence of a natural disaster, an act of terrorism or other act of malfeasance,
a decision to close the facilities without adequate notice, or other unanticipated problems at
these facilities could result in lengthy interruptions in our services and solutions and the loss
of data and our business, in which case we may not be able to switch to new data centers or
move data from one data center to another on a timely basis, or at all. Our business, financial
condition, results of operations and reputation may be materially and adversely affected as a
result.
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On November 14, 2021, the CAC published for public comment the Draft CAC
Regulations on Internet Data Security. The Draft CAC Regulations on Internet Data Security
requires that, among others, a data processor must apply to the CAC for cybersecurity review
if its listing in Hong Kong affects or may affect national security. However, such draft
regulations do not provide specific interpretations on what constitutes as circumstances which
affect or may affect national security. Therefore, we are unable to evaluate whether or not we
are required to apply for the cybersecurity review and the potential impact of such regulatory
changes on us, if any, at this stage. As advised by our PRC Legal Advisor, the criteria for
determining “affect or may affect national security,” as stipulated in the Draft CAC
Regulations on Internet Data Security, is still subject to uncertainty and further observation and
elaboration by the CAC. As the Draft CAC Regulations on Internet Data Security had not come
into effect and may subject to changes with uncertainties, any failure to comply with the Draft
CAC Regulations on Internet Data Security may subject us to administrative penalties
including fines. As of the date of this document, the Draft CAC Regulations on Internet Data
Security had not come into effect and we had not received any notices or inquiries from
relevant competent authorities requiring us to apply for cybersecurity review.

On December 28, 2021, the CAC announced the Cybersecurity Review Measures,
effective from February 15, 2022. Pursuant to the Cybersecurity Review Measures, besides the
procurement of network products and services by critical information infrastructure operators,
any data processing activities by network platform operators that affects or may affect national
security shall be subject to the cybersecurity review as well. In accordance with the
Cybersecurity Review Measures, operators mastering personal information of more than one
million users must apply to the Cybersecurity Review Office for cybersecurity review when
listing abroad (B4} 7). On February 7, 2022, the Company’s PRC Legal Advisor made a
telephone consultation with the China Cybersecurity Review Technology and Certification
Center, which is delegated by the CAC to accept applications for cybersecurity review. During
the consultation, the Company’s PRC Legal Advisor informed the staff regarding the
Company’s proposed [REDACTED] plan and the staff confirmed that currently the Company
need not to apply for the cybersecurity review. The Company’s PRC Legal Advisor is of the
view that the staff consulted and the China Cybersecurity Review Technology and Certification
Center are competent to give such confirmations. Based on the understanding of the
Cybersecurity Review Measures and the consultation with the CAC mentioned above, our PRC
Legal Advisor is of the view that [REDACTED] on the Main Board does not fall within the
scope of “[REDACTED] abroad” which triggers cybersecurity review by cyberspace
administrations as provided in the Cybersecurity Review Measures currently, because there are
currently no official interpretations on the scope of “[REDACTED] aboard” in the above
provisions, and Hong Kong is a part of the PRC. On February 8, 2022, the Sole Sponsor’s PRC
Legal Advisor made a telephone consultation with the China Cybersecurity Review Technology
and Certification Center, the staff of which verbally confirmed that, in accordance with the
Cybersecurity Review Measures, a [REDACTED] in Hong Kong does not need to apply for
the cybersecurity review. However, there can be no assurance that the PRC government
authorities will take a view in the future that is not contrary to or otherwise different from the
opinion of our PRC Legal Advisor stated above, and there is also the possibility that the PRC
government authorities may require us to apply for the cybersecurity review for other reasons.
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In addition, as the Cybersecurity Review Measures are newly promulgated and the Draft CAC
Regulations on Internet Data Security are still draft for public comments, the implementation
and interpretation of such regulations are subject to changes and further observation by the
CAC. As a result, we cannot assure you that the relevant government authorities will not
interpret the regulations in ways that may negatively affect us in the future.

The PRC Internet sector has experienced intense scrutiny over data protection and privacy
in recent years. In particular, in June 2021, the Beijing Branch of CAC, jointly with other local
authorities, issued a notice that they would perform special regulatory actions on apps’
collection and use of personal information in Beijing from June to November in 2021. In July
2021, the relevant authorities had an inquiry meeting with us regarding certain issues of “Xixin
Health” app, including (i) the lack of notice of the collection methods, purposes and scope of
personal information in the users’ consent agreement; (ii) the violation of the necessity
principle in collection of personal data; and (iii) the lack of ways for users to delete or modify
account information. We have rectified each of the issues by implementing measures including
revising the users’ consent agreement, ceasing to collect certain data in some business
scenarios, and launching deletion settings, and have reported such rectification plans to the
relevant regulators. As of the date of this document, we have not received any formal notice
from the relevant regulators regarding any subsequent administrative actions or comments on
our rectification, nor did we receive any penalties as a result. As of the same date, we were not
a subject of any review, inquiry, notice, warning, investigation or sanction by the CAC. We
have been continuously enhancing our internal controls over data collection and privacy while
working closely with the regulators since then. Further, the newly promulgated Personal Data
Protection Law of the PRC ("% ARILAMBME (G ERi#EIEL) has come into effect on
November 1, 2021, which sets out specific personal information protection requirements for all
personal information processors. See “Regulatory Overview — Regulations Relating to Personal
Information or Data Protection.” We are continuously analysing and adjusting our personal
information processing procedures and methods in accordance with the requirements in the
Personal Data Protection Law.

We expect the regulations over data protection and privacy in the PRC to become
increasingly more stringent. Due to the complexity and uncertainty of the regulatory
environment, we cannot assure you that subsequent laws and regulations on data protection and
privacy would not render our operations non-compliant in the future or that we would always
be in full compliance with applicable laws, regulations and policies. We may become subject
to fines or other penalties or be required to modify the functionalities of our app or, terminate
certain operations, if we determine that the requirements to operate in compliance are overly
burdensome. In each case, our business, financial condition and results of operations may be
materially and adversely affected.
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We may not be able to prevent others from unauthorized use of our intellectual property,
which could harm our business and competitive position.

We regard our trademarks, copyrights, patents, domain names, and similar intellectual
property as critical to our success, and we rely on a combination of intellectual property laws
and contractual arrangements, including confidentiality agreements with our employees and
third parties, to protect our proprietary rights. Despite these measures, any of our intellectual
property rights could be challenged, invalidated, circumvented or misappropriated, or such
intellectual property may not be sufficient to provide us with competitive advantages. In
addition, although we are not aware of any copycat websites or mobile apps that attempt to
cause confusion or traffic diversion from us at the moment, we may become an attractive target
to such attacks in the future because of our brand recognition in the PRC digital healthcare
services market.

In addition, there can be no assurance that our intellectual property applications such as
patents and trademarks would be approved. Meanwhile, issued patents may not adequately
protect our intellectual property, or such patents may be challenged by third parties or found
by a judicial authority to be invalid or unenforceable. Furthermore, the unauthorized
reproduction of our trademarks could diminish the value of our brand and market reputation as
well as competitive advantages.

Moreover, it is often difficult to register, maintain and enforce intellectual property rights
in the PRC. Statutory laws and regulations are subject to judicial interpretation and
enforcement and may not be applied consistently due to the lack of clear guidance on statutory
interpretation. For example, when a party files a trademark registration application, it is not
able to exclude the possibility that a third party may have filed an application to register the
same or a similar trademark before it because such application may not have appeared in the
relevant trademark authority’s database. If we receive objections from third parties against our
trademark registration applications, and the trademark authority grants rulings in favor of any
third party, we may be prohibited from using the relevant trademarks in our business
operations, and, as a result, we may need to change the name and logo of our mobile app, which
may have an adverse effect on our business.

Confidentiality agreements may be breached by counterparties, and there may not be
adequate remedies available to us for any such breach. Accordingly, we may not be able to
effectively protect our intellectual property rights or to enforce our contractual rights in the
PRC. Policing any unauthorized use of our intellectual property is difficult and costly and the
steps that we take may be inadequate to prevent the infringement or misappropriation of our
intellectual property. In the event that we resort to litigation to enforce our intellectual property
rights, such litigation could result in substantial costs and a diversion of our managerial and
financial resources, and could put our intellectual property at risk of being invalidated or
narrowed in scope. There can be no assurance that we would prevail in such litigation, and even
if we manage to prevail, we may not obtain a meaningful recovery. In addition, our trade
secrets may be leaked or otherwise become available to, or be independently discovered by, our
competitors. Any failure in maintaining, protecting or enforcing our intellectual property rights
could have a material adverse effect on our business, financial condition and results of
operations.
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We may be subject to intellectual property infringement claims, which may be expensive
to defend and may disrupt our business and operations.

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

We may be subject to liability for content available on our cloud hospital platforms that
is alleged to be factually incorrect, socially destabilizing, obscene, defamatory, libelous or
otherwise unlawful.

Under PRC laws, we are required to monitor our mobile interfaces for items or content
deemed to be factually incorrect, socially destabilizing, obscene, superstitious or defamatory,
as well as content, products or services that are illegal to sell online, and promptly take
appropriate actions with respect to such content, products or services. We may also be subject
to potential liabilities for any unlawful actions of our customers or users of our mobile
interfaces or for content we distribute that is deemed inappropriate. It may be difficult to
determine the type of content that may result in liability to us, and if we are found to be liable,
we may be subject to fines, have our relevant business operation licenses revoked, or be
prevented from operating our mobile interfaces in the PRC.

In addition, claims may be brought against us for defamation, libel, negligence, copyright,
patent or trademark infringement, tort (including personal injury), other unlawful activity or
other theories and claims based on the nature and content of information posted on our mobile
portals, including news feeds and product reviews, by our participants such as our users and
suppliers, among others. Regardless of the outcome of such a dispute or lawsuit, we may suffer
from negative publicity and reputational damage as a result, which may adversely affect our
business.
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We are subject to limitations in promoting healthcare-related services and products.

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

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

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

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

Our performance depends on key management as well as experienced and capable
personnel generally, and any failure to attract, motivate and retain our staff could
severely hinder our ability to maintain and grow our business.

Our future success is significantly dependent upon the continued service of our
management and key personnel. If we lose the services of any member of management or key
personnel, we may not be able to locate suitable or qualified replacements, and may incur
additional expenses to recruit and train new staff, which could severely disrupt our business
and growth, therefore materially and adversely affecting our business, financial condition,
results of operations and prospects.
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Meanwhile, the size of our cloud hospital platforms and the scope of our solutions may
require us to hire and retain a wide range of effective and experienced personnel who can adapt
to a dynamic, competitive and challenging business environment. We will need to continue to
attract and retain experienced and capable personnel at all levels. Competition for talent in the
PRC digital healthcare services market is intense, and the availability of suitable and qualified
candidates in the PRC is limited. Competition for these individuals could cause us to offer
higher compensation and other benefits to attract and retain them. In addition, even if we were
to offer higher compensation and other benefits, there can be no assurance that these
individuals would choose to join or continue working for us.

Our key employees are subject to confidentiality terms that prohibit them from disclosing
company confidential and proprietary information, but they are not subject to non-competition
arrangements. However, we cannot assure you that such arrangements can be fully and legally
enforced. If any of our senior management or other key personnel joins or establishes a
competing business, we may lose some of our customers, which may have a material adverse
effect on our business.

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

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

In particular, we may face risks with respect to fictitious or other fraudulent activities
over our cloud hospital platforms. For example, our users may engage in fictitious transactions
by submitting false prescription to purchase prescription drugs on our platforms. Users may
also provide false information to medical professional on our platforms in order to obtain
prescriptions that they are not supposed to get. Such fictitious transactions and fraudulent
conduct may subject us to lawsuits, regulatory investigations, fines and penalties against us.

Moreover, illegal, fraudulent or collusive activities by our employees, such as fraud,
bribery or corruption, could also subject us to liability or negative publicity or cause losses.
Negative publicity and user sentiment generated as a result of actual or alleged fraudulent or
deceptive conduct on our cloud hospital platforms or by our employees would severely
diminish our users’ confidence in us, reduce our ability to attract new or retain current users
and other participants on our platforms, damage our reputation and diminish the value of our
brand names, and materially and adversely affect our business, financial condition and results
of operations.
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Our risk management systems, information technology systems and internal control
procedures are designed to monitor our operations and overall compliance. However, we may
be unable to identify non-compliance or suspicious transactions promptly, or at all.
Furthermore, it is not always possible to detect and prevent fraud or other misconduct
committed by our employees or third parties, and the precautions we take to prevent and detect
such activities may not be effective. Therefore, we are subject to the risk that fraud or other
misconduct may have previously occurred but was undetected, or may occur in the future. This
may materially and adversely affect our business, financial condition and results of operations.

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

We accept payments using a variety of methods, which includes online payments through
various third-party online payment platforms such as Alipay, WeChat Pay and UnionPay. We
may be charged interchange and other fees for certain payment methods, which may increase
over time and raise our operating costs and lower our profit margins. We may also be subject
to fraud and other illegal activities in connection with the various payment methods we offer,
including online payment and cash on delivery options. We are also subject to various rules,
regulations and requirements governing electronic funds transfers in China, which could
change or be reinterpreted to make it difficult or impossible for us to comply with. For
example, in November 2017, the PBOC published a notice, or the PBOC Notice, on the
investigation and administration of illegal offering of settlement services by financial
institutions and third-party payment service providers to unlicensed entities. The PBOC Notice
intended to prevent unlicensed entities from using licensed payment service providers as a
conduit for conducting the unlicensed payment settlement services, so as to safeguard fund
security and information security. As the laws and regulations in this area are still evolving and
subject to interpretation, there can be no assurance that the PBOC or other governmental
authorities will not scrutinize our cooperation with third-party online payment service
providers. If we fail to comply with these rules or requirements, we may be subject to fines and
higher transaction fees and lose our ability to accept credit and debit card payments from our
users, process electronic funds transfers or facilitate other types of online payments, and our
business, financial condition and results of operations could be materially and adversely
affected.

Our business and prospects depend on our ability to build our brand and reputation,
which may not be effective, and our brand and reputation could be harmed by negative
publicity with respect to us, our services and operations, our management or our business
partners.

We believe that maintaining and enhancing our brands is of significant importance to the
success of our business. Well-recognized brands are important to enhancing our attractiveness
to our customers. Since we operate in a highly competitive market, brand maintenance and
enhancement directly affect our ability to maintain our market position. The successful
promotion of our brand will depend on the effectiveness of our marketing efforts and amount
of word-of-mouth referrals we received from satisfied customers. We may incur extra expenses
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in promoting our brand. However, we cannot assure you that these activities are and will be
successful or that we can achieve the brand promotion effect we expect. In addition, negative
publicity about us, our services and operations, our management or our business partners may
adversely affect our brand, reputation and business. Certain of such negative publicity may
come from malicious harassment or unfair competition acts by third parties, which are beyond
our control.

Failure in full compliance with Social Insurance Law and the Regulations on Management
of Housing Fund.

Pursuant to the PRC laws and regulations, we are required to pay the social insurance and
housing provident fund for our employees based on employment relationship between the
employer and the employee as evidenced by labor contracts. During the Track Record Period,
we were not in strict compliance with the requisite requirements by engaging third-party
human resource agencies and made contributions to social insurance and housing provident
funds for some of our employees through such agencies. As advised by our PRC Legal Adyvisor,
the current PRC laws and regulations do not expressly specify penalties thereof. However, we
cannot assure you that we will not be ordered to rectify such non-compliance incidents or
subject to penalties imposed by the relevant PRC authorities as a result of such non-compliance
incidents. There can be no assurance that such agencies will pay the social insurance housing
funds for the relevant employees in full and that there will not be any employee complaint
against us in relation to such agencies’ failure to make full social insurance and housing
provident fund contributions. Any such complaints, orders or penalties may have an adverse
effect on our financial conditional and results of operations.

We have built a close business relationship with Neusoft Corporation, and our interests
may not be aligned with those of Neusoft Corporation.

We have built a close business relationship with Neusoft Corporation, one of our
substantial shareholders and connected persons. During the Track Record Period, we provided
health management services, chronic disease management services to Neusoft Corporation and
its associates. In the meantime, we, from time to time, entered into property leasing and IT
corporation transactions with Neusoft Corporation. We expect these connected transactions to
continue immediately following the [REDACTED]. For further details, please see “Connected
Transactions.”

Our interests may not be aligned with those of Neusoft Corporation in a number of areas
relating to our ongoing relationships. Neusoft Corporation may from time to time make
strategic decisions that they believe are in the best interests of their business and shareholders
as a whole. These decisions may be different from the decisions that we would have made on
our own, and may not necessarily coincide with our interests and the interests of our other
Shareholders.
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We may face penalties for the non-registration of our lease agreements in China, and
challenges from third parties or government authorities of our certain leased properties
in China may force us to relocate and thus incur additional cost.

According to applicable PRC administrative regulations, the lessor and the lessee to a
lease agreement are required to file the lease agreement with relevant government authorities
within 30 days after the execution of the lease agreement. As of the Latest Practicable Date,
we had not filed all of our lease agreements for the properties we leased with the local housing
administration authorities as required under PRC laws and regulations. As advised by our PRC
Legal Advisor, failure to register such lease agreements with the relevant PRC government
authorities does not affect the validity and enforceability of the relevant lease agreements but
the relevant PRC government authorities may order us or the lessors to, within a prescribed
time limit, register the lease agreements. Failure to do so with the time limit may subject us
to a fine ranging from RMB1,000 to RMB10,000 for each non-registered lease, and from
RMB27,000 to RMB270,000 for all non-registered leases in aggregate.

As of the Latest Practicable Date, among all 27 leased properties, eight for business and
operation uses, for example, two for medical institutions, are not in line with their prescribed
usage. In the event that our current use of these properties are challenged as not in compliance
with the prescribed usage, we may not be able to continue to use such leased properties and
may incur additional expenses for relocation. Given that such leased properties are located in
different regions and six of them are used only for offices, and that we are able to find
alternatives within a relatively short period of time, our PRC Legal Advisor is of the view that
the risk of a large scale eviction to an extent that would have a material adverse effect on us
is relatively low.

If we are challenged by third parties or government authorities for any of the
circumstances stated above, we may subject to fines and we may be forced to relocate, as the
case may be, and as a result, our financial condition and results of operations may be adversely
affected.

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

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

The government grants that we enjoy in the PRC may be altered or terminated.

During the Track Record Period, we enjoy financial support received from local
governments relating to online healthcare service project funds and awards for technological
innovation enterprises. Our government grants were RMB32.3 million, RMB13.7 million and
RMB17.8 million, respectively, in 2020, 2021 and 2022. For details, see “Financial
Information — Consolidated Statements of Comprehensive Income — Other Income” and note
6 to the Accountant’s Report in Appendix I to this document. There can be no assurance that
the policies on government grants will not change or that any government grants we enjoy or
will be entitled to enjoy will not be terminated. If any change or termination of government
grants occurs, our other income in the future may be adversely affected, thereby adversely
affecting our results of operations and financial condition.

We are subject to credit risk in respect of our trade receivables.

Our trade receivables represent amounts due from third-party customers for services
performed in the ordinary course of business. The carrying amount of trade receivables balance
of RMB124.4 million, RMB168.0 million and RMB151.1 million, respectively, as of December
31, 2020, 2021 and 2022, represented our maximum exposure as of the respective dates to
credit risk in relation to trade receivables. In 2020, 2021 and 2022, we recognized impairment
losses on trade receivables of RMB15.6 million, RMB22.1 million, and RMB28.1 million,
respectively, through profit or loss. We typically grant credit terms of up to 90 days to our
customers. However, there can be no assurance that the collection of amounts due from our
customers will be timely. In addition, as we focus on customers in the public sector in the cloud
hospital platform services and smart healthcare products segments, we are also exposed to the
risk of any payment delay from them. This might result in slow turnover of our trade
receivables and restrict our working capital resources. See “— Risks Relating to Our Business
and Industry — We are subject to the risk of payment delays from public sector customers” and
“Financial Information — Description of Certain Components of Our Consolidated Statements
of Financial Position — Trade Receivables.” If we fail to receive payments from our customers
on a timely basis, our cash flows and financial position could be materially and adversely
affected.
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Our results of operations may be affected by the share of results of an associate.

During the Track Record Period, we had certain investments accounted for using the
equity method, amounting to RMB101.3 million, RMB196.7 million and RMB191.9 million,
respectively, as of December 31, 2020, 2021 and 2022. Such investments accounted for using
the equity method represent our investments in associates. Our results of operations may be
adversely affected if our associates fail to turn profitable in the future, which is subject to a
number of factors beyond our control. As of December 31, 2020, 2021 and 2022, we recognized
share of loss from investments in associates of RMB3.9 million, RMB4.1 million and RMB4.8
million, respectively. See note 12 to the Accountant’s Report in Appendix I to this document
for details. We may also need to recognize impairment losses if the carrying amount of our
investment in an associate exceeds its recoverable amount. In addition, our investments in
associates may not be as liquid as other investment products, and there can be no assurance that
we would receive any dividend from such associates in the future or at all. This may adversely
affect our liquidity position.

If we fail to fulfil our obligations under our contracts with customers, our results of
operations and financial condition may be adversely affected.

As of December 31, 2020, 2021 and 2022, we had contract liabilities of RMB41.6 million,
RMB50.7 million and RMB51.8 million, respectively, which primarily represent advance
payments received from our customers upon which the performance obligations have been
established while the underlying services are yet to be provided by us. See note 5 to the

Accountant’s Report in Appendix I to this document for details.

If we fail to fulfill our obligations under our contracts with customers, we may not be able
to convert such contract liabilities into revenue, and our customers may also require us to
refund the advance payments we have received, which may adversely affect our cash flow and
liquidity condition, our ability to meet our working capital requirements and our results of
operations and financial condition. In addition, if we fail to fulfill our obligations under our
contracts with customers, our relationship with such customers may worsen, which may also

affect our reputation and results of operations in the future.

We recorded net gains or losses on disposal of subsidiaries or associates during the Track
Record Period, which were non-recurring in nature.

We recorded net gains on disposal of subsidiaries or associates of RMB17.2 million and
RMBS.5 million in 2021 and 2022. In 2020, we recorded net losses on disposal of subsidiaries
or associates of RMB5.0 million. Such gains and losses were recognized in relation to our
disposal of subsidiaries or associates in the years and are therefore non-recurring in nature. We
may or may not dispose our subsidiaries and/or associates in the future and our results of
operations and financial condition may be adversely affected as a result.
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RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

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

Current PRC laws and regulations impose certain restrictions and prohibitions on foreign
ownership of companies that engage in the Internet and other related businesses, such as the
provision of medical services and Internet information.

We are an exempted company incorporated under the laws of the Cayman Islands, and
Xikang WFOE, our PRC subsidiary, is considered a foreign-invested enterprise. To comply
with PRC laws and regulations, we conduct a portion of our business in the PRC through our
Consolidated Affiliated Entities based on the Contractual Arrangements. For details of the
Contractual Arrangements, See “Contractual Arrangements — Our Contractual Arrangements.”

Our PRC Legal Advisor is of the opinion that (i) the ownership structure of our
Consolidated Affiliated Entities does not violate mandatory provisions of PRC laws and
administrative regulations promulgated by the State Counsel currently in effect, (ii) except for
certain clauses regarding the liquidation committee and the dispute resolution, see “— We
conduct our business operations in the PRC through the Consolidated Affiliated Entities by
way of the Contractual Arrangements, but certain terms of the Contractual Arrangements may
not be enforceable under PRC laws,” the Contractual Arrangements, taken individually or
collectively, are valid, legally binding and enforceable against each party of such agreements
in accordance with their terms, and (iii) each of the Contractual Arrangements entered into by
the Group does not violate mandatory provisions of the Civil Code of the PRC ( {3 A\ 1t
FEd REHL) ) or fall within any of the circumstances under which a contract may become null
and void pursuant to the Civil Code of the PRC. However, there can be no assurance that the
PRC government authorities will take a view in the future that is not contrary to or otherwise
different from the opinion of our PRC Legal Advisor stated above, and there is also the
possibility that the PRC government authorities may adopt new laws and regulations in the
future which may invalidate the Contractual Arrangements. If the PRC government determines
that we are in violation of PRC laws or regulations or lack the necessary permits or licenses
to operate our business, the relevant PRC regulatory authorities, including the MIIT and the
NHC, would have broad discretion in dealing with such violations or failures, including, but
not limited to:

. revoking our business and operating licenses;

. discontinuing or restricting our operations;
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. imposing fines or confiscating any of our income that they deem to have been

obtained through illegal operations;

. imposing conditions or requirements with which we or the Consolidated Affiliated

Entities may not be able to comply;

. requiring us or the Consolidated Affiliated Entities to restructure the relevant

ownership structure or operations;

. restricting or prohibiting our use of the [REDACTED] from the [REDACTED] or
other of our financing activities to finance the business and operations of our
Onshore Holdcos and their respective subsidiaries; or

. taking other regulatory or enforcement actions that could be harmful to our business.

Any of these actions could cause significant disruption to our business operations, and
may materially and adversely affect our business, financial condition and results of operations.
In addition, it is unclear what impact the PRC government actions would have on us and on
our ability to consolidate the financial results of the Consolidated Affiliated Entities in our
consolidated financial statements, if the PRC governmental authorities find our legal structure
and contractual arrangements to be in violation of PRC laws, rules and regulations. If any of
these penalties results in our inability to direct the activities of the Consolidated Affiliated
Entities that most significantly impact their economic performance and/or our failure to receive
the economic benefits from the Consolidated Affiliated Entities, we may not be able to
consolidate the Consolidated Affiliated Entities into our consolidated financial statements in
accordance with HKFRS.

On February 17, 2023, the China Securities Regulatory Commission (4[5 &8 25 B £ 45 2
ZZH®) (the “CSRC”) released the Trial Administrative Measures of Overseas Securities
Offering and Listing by Domestic Companies (58 RARZERIAMEATRE S T M AT IHE)
(the “Trial Measures”) and five supporting guidelines, which came into effect on March 31,
2023. Pursuant to the Trial Measures, domestic companies that seek to offer or list securities
overseas, both directly and indirectly, should fulfill the filing procedure and report relevant
information to the CSRC, and in the event of subsequent offering and occurrence of certain
major events, domestic companies shall also fulfill relevant filing procedures and report
information to the CSRC. The Trial Measures provides that if the issuer both meets the
following criteria, the overseas securities offering and listing conducted by such issuer will be
deemed as indirect overseas offering by PRC domestic companies: (i) 50% or more of any of
the issuer’s operating revenue, total profit, total assets or net assets as documented in its
audited consolidated financial statements for the most recent fiscal year is accounted for by
domestic companies; and (ii) the main parts of the issuer’s business activities are conducted in
mainland China, or its main place(s) of business are located in mainland China, or the majority
of senior management staff in charge of its business operations and management are PRC

citizens or have their usual place(s) of residence located in mainland China.
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On the same day, the CSRC also held a press conference for the release of the Trial
Measures and issued the Notice on Administration for the Filing of Overseas Offering and
Listing by Domestic Companies (BiA5E A BZESTINEEAT b i 228 B PRy A1), which,
among others, clarifies that (1) a six-month transition period will be granted to domestic
companies which, prior to the effective date of the Trial Measures, have already obtained the
approval from overseas regulatory authorities or stock exchanges (such as the completion of
hearing in the market of Hong Kong or the completion of registration in the market of the
United States), but have not completed the indirect overseas listing; if such domestic
companies complete the overseas listing within such six-month transition period and there is
no re-hearing required by the Stock Exchange during such period, they are not subject to the
filing procedure with respect to such overseas listing; and (2) the CSRC will solicit opinions
from relevant regulatory authorities and complete the filing of the overseas listing of such
companies if they duly meet the compliance requirements, and support the development and
growth of these companies by enabling them to utilize two markets and two kinds of resources.

If we are subject to the filing procedure under the Trial Measures for our future fund
raising activities and other major events, and we fail to complete the filing with the CSRC in
a timely manner, or at all, due to our adoption of Contractual Arrangements, we may need to
restructure our corporate structure and unwind our Contractual Arrangements for the purpose
of fulfilling the filing requirement, which may cause additional costs and is time-consuming,
and could materially and adversely affect our business, financial condition, results of
operations, our ability to raise funds and prospects. If we are determined not in compliance
with the requirements under the Trial Measures, and thus are unable to complete the filing with
the CSRC, we may need to postpone or terminate our future fund raising activities if any.
However, given that the Trial Measures were recently promulgated, there remains substantial
uncertainties as to their interpretation, application, and enforcement and how they will affect
our operations and our future financing.

Our Contractual Arrangements may not be as effective in providing operational control
as direct ownership, and the Consolidated Affiliated Entities may fail to perform their
obligations under our Contractual Arrangements.

Due to the PRC restrictions or prohibitions on foreign ownership of Internet and medical
businesses in the PRC, we operate a portion of our business in the PRC through our
Consolidated Affiliated Entities, in which we have no ownership interest. We rely on a series
of contractual arrangements with the Onshore Holdcos or their respective shareholders to
control and operate their business. These contractual arrangements are intended to provide us
with effective control over our Consolidated Affiliated Entities and allow us to obtain
economic benefits from them. See “Contractual Arrangements.”

These Consolidated Affiliated Entities may not be as effective in providing control over
the Consolidated Affiliated Entities as direct ownership. If the Onshore Holdcos or their
respective shareholders fail to perform their respective obligations under the Contractual
Arrangements, we may incur substantial costs and expend substantial resources to enforce our
rights. All of the Contractual Arrangements are governed by and interpreted in accordance with
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PRC laws, and disputes arising from the Contractual Arrangements will be resolved through
arbitration or litigation in China. However, the legal system in China is not as developed as in
other jurisdictions, such as the United States. There are very few precedents and little official
guidance as to how contractual arrangements in the context of a variable interest entity should
be interpreted or enforced under PRC laws. There remain significant uncertainties regarding
the outcome of arbitration or litigation. Such uncertainties could limit our ability to enforce
these contractual arrangements. In the event we are unable to enforce the Contractual
Arrangements or we experience significant delays or other obstacles in the process of enforcing
the Contractual Arrangements, we may not be able to exert effective control over the
Consolidated Affiliated Entities and may lose control over the assets owned by the
Consolidated Affiliated Entities. As a result, we may be unable to consolidate the Consolidated
Affiliated Entities in our consolidated financial statements, and our ability to conduct our

business may be adversely affected.

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

We do not have priority pledges and liens against the assets of our Consolidated Affiliated
Entities. If the Consolidated Affiliated Entities undergo an involuntary liquidation proceeding,
third-party creditors may claim rights to some or all of their respective assets and we may not
have priority against such third-party creditors on the assets of our Consolidated Affiliated
Entities. If our Consolidated Affiliated Entities liquidate, we may take part in the liquidation
procedures as a general creditor under the PRC Enterprise Bankruptcy Law and recover any
outstanding liabilities owed by the Consolidated Affiliated Entities to the Registered
Shareholder under the applicable service agreement.

Under the Contractual Arrangements, the Registered Shareholders covenanted that they
shall not sell, transfer, pledge or dispose of in any other manner the legal or beneficial interest
in the Onshore Holdcos, or allow the encumbrance thereon of any security interest, except for
the Equity Pledge Agreements without the written consent of Xikang WFOE. In addition, the
Registered Shareholders covenanted that they shall not request the Onshore Holdcos to in any
manner distribute profit or dividends, raise such relevant shareholders’ resolution or vote in
favor of any such relevant shareholders’ resolution without the prior written consent of Xikang
WFOE. In the event that they receive any income, profit distribution or dividend, except as
otherwise determined by us, they shall promptly transfer or pay, as part of the services fee
under the Exclusive Management Consultancy and Business Cooperation Agreements, such
income, profit distribution or dividend to us or any other person designated by us to the extent
permitted under applicable PRC laws. In the event that the Registered Shareholders breach the
relevant covenants, we may need to resort to legal proceedings to enforce the terms of the
contractual arrangements. Any such legal proceeding may be costly and may divert our
management’s time and attention away from the operation of our business, and the outcome of

such legal proceeding is uncertain.
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The interests of the Registered Shareholders of the Consolidated Affiliated Entities may
not align with the interests of our Shareholders, which may materially and adversely
affect our business.

We have designated individuals who are PRC nationals to be the Registered Shareholders
of the Consolidated Affiliated Entities. These individuals may have conflicts of interest with
our Shareholders. As of the Latest Practicable Date, our Registered Shareholders are Ms. Zong
Wenhong and Ms. Wang Shuli, and both Onshore Holdcos are held by Ms. Zong Wenhong as
to 80% and Ms. Wang Shuli as to 20%. We rely on these individuals to abide by the laws of
the Cayman Islands which impose fiduciary duties upon directors and officers of our Company.
Such duties include the duty to act bona fide in what they consider to be in the best interest
of our Company as a whole and not to place them in a position in which there is a conflict
between their duties to our Company and their personal interests. On the other hand, PRC laws
also provide that a director or a senior manager owes a loyalty and fiduciary duty to the
company in which he or she holds such position. Although that pursuant to the Exclusive
Option Agreements, the Registered Shareholders unconditionally and irrevocably agree to
grant Xikang WFOE an exclusive option to purchase all or part of the equity interests in our
Onshore Holdcos, as the case may be, for the minimum amount of consideration permitted by
applicable PRC laws, under circumstances in which Xikang WFOE or its designated third party
is permitted under PRC laws to acquire all or part of the equity interests of our Onshore
Holdcos, we cannot assure you that when conflicts arise, Registered Shareholders of the
Consolidated Affiliated Entities will act in the best interest of our Shareholders or that conflicts
will be resolved in our favor. In addition, the Registered Shareholders of the Consolidated
Affiliated Entities have limited shareholding interests in our Company. Ms. Zong Wenhong is
indirectly interested in approximately [REDACTED]% of the equity interests in our Company
immediately after the [REDACTED] presuming the Assumptions. Neither Ms. Zong Wenhong
nor Ms. Wang Shuli owns any direct interest in our Company. As such, the interests of the
Registered Shareholders may not align with the interests of the Shareholders in the Company
and it is possible that these individuals may breach or cause the Consolidated Affiliated
Entities to breach the existing Contractual Arrangements. If we cannot resolve any conflicts of
interest or disputes between us and these shareholders, we would have to rely on legal
proceedings, which may be expensive, time-consuming and disruptive to our operations. There
is also substantial uncertainty as to the outcome of any such legal proceedings.

In addition, although the equity pledge agreement entered into by and between Xikang
WFOE, the Onshore Holdcos and their shareholders provide that the pledged equity interest
shall constitute continuing security for any and all of the indebtedness, obligations and
liabilities under all of the principal service agreements, it is possible that a PRC court could
take the position that the amounts listed on the equity pledge registration forms or estimated
in the equity pledge agreements represent the full amounts of the collateral that have been
registered and perfected. If this were to happen, the obligations that are supposed to be secured
in the equity pledge agreements in excess of the amounts listed on the equity pledge
registration forms or estimated in the equity pledge agreements could be deemed unsecured
debts by the PRC court, which take the last priority among creditors.
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We conduct our business operations in the PRC through the Consolidated Affiliated
Entities by way of the Contractual Arrangements, but certain of the terms of the
Contractual Arrangements may not be enforceable under PRC laws.

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

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

could materially and adversely affect our ability to conduct our business.

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

Pursuant to the Contractual Arrangements, Xikang WFOE or its designated person(s) has
the irrevocable and exclusive right to purchase all or any part of the equity interests in the
Onshore Holdcos from its shareholders at any time and from time to time in Xikang WFOE’s
absolute discretion to the extent permitted by PRC laws. The consideration shall be the higher
of a nominal price or the lowest price as permitted under applicable PRC laws.
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The equity transfer may be subject to the approvals from, or filings with, the MOFCOM,
the MIIT, the SAMR and/or their local competent branches. In addition, the equity transfer
price may be subject to review and tax adjustment by the relevant tax authorities. The
Registered Shareholders should return the equity transfer price amount to Xikang WFOE under
the Contractual Arrangements, if such amount is above a nominal price. The amount to be
received by the Xikang WFOE under the Contractual Arrangements may also be subject to
enterprise income tax, and such tax amounts could be substantial.

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

On March 15, 2019, the National People’s Congress promulgated the Foreign Investment
Law, which took effect on January 1, 2020. Since it is relatively new, uncertainties exist in
relation to its interpretation and implementation. The Foreign Investment Law does not
explicitly classify whether variable interest entities that are controlled through contractual
arrangements would be deemed as foreign invested enterprises if they are ultimately
“controlled” by foreign investors. However, it has a catch-all provision under definition of
“foreign investment” that includes investments made by foreign investors in China through
other means as provided by laws, administrative regulations or the State Council. Therefore,
it still leaves leeway for future laws, administrative regulations or provisions of the State
Council to provide for contractual arrangements as a form of foreign investment, until when
it remains uncertain whether our contractual arrangements will be deemed to be in violation of
the market access requirements for foreign investment in the PRC and if yes, how our
contractual arrangements should be dealt with.

The Foreign Investment Law grants national treatment to foreign-invested entities, except
for those foreign-invested entities that operate in industries specified as either “restricted” or
“prohibited” from foreign investment in the Special Administrative Measures (Negative List)
for Foreign Investment Access jointly promulgated by MOFCOM, and the NDRC, and took
effect in January 2022. The Foreign Investment Law provides that foreign-invested entities are
not allowed to operate in “prohibited” industries and their operating in “restricted” industries
shall satisfy certain conditions and will require market entry clearance and other approvals
from relevant PRC government authorities. On December 26, 2019, the Supreme People’s
Court issued the Interpretations on Certain Issues Regarding the Applicable of Foreign
Investment Law (the “FIL Interpretation”), which came into effect on January 1, 2020. In
accordance with the FIL Interpretations, any claim to invalidate an investment agreement will
be supported by courts if such agreement is found to be entered into for purposes of making
investments in the “prohibited industries” under the negative list or for purposes of investing
in “restricted industries” while failing to satisfy the conditions set out in the negative list. If
our control over our VIEs through contractual arrangements are deemed as foreign investment
in the future, and any business of our VIEs is “restricted” or “prohibited” from foreign
investment under the “negative list” effective at the time, we may be deemed to be in violation
of the Foreign Investment Law, the contractual arrangements that allow us to have control over
our VIE may be deemed as invalid and illegal, and we may be required to unwind such
contractual arrangements and/or restructure our business operations, any of which may have a
material adverse effect on our business operations.
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Furthermore, if future laws, administrative regulations or provisions mandate further
actions to be taken by companies with respect to existing contractual arrangements, we may
face substantial uncertainties as to whether we can complete such actions in a timely manner,
or at all. Failure to take timely and appropriate measures to cope with any of these or similar
regulatory compliance challenges could materially and adversely affect our current corporate
structure and business operations.

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

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

RISKS RELATING TO THE PRC

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

A substantial majority of our revenue is derived from our businesses in the PRC.
Accordingly, our financial condition, results of operations and prospects are, to a material
extent, subject to economic, political and legal developments in the PRC. The PRC economy
differs from the economies of developed countries in many respects, including, among other
things, the degree of government involvement, control of investment, level of economic

development, growth rate, foreign exchange controls and resource allocation.

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

Uncertainties in the interpretation and enforcement of PRC laws and regulations could
limit the legal protections available to you and us.

The PRC legal system is based on written statutes. Unlike common law systems, it is a
system in which legal cases have limited value as precedents. In the late 1970s, the PRC
government began to promulgate a comprehensive system of laws and regulations governing
economic matters in general. The overall effect of legislation over the past four decades has
significantly increased the protections afforded to various forms of foreign or private-sector
investment in China. Our PRC subsidiaries and Consolidated Affiliated Entities are subject to
various PRC laws and regulations generally applicable to companies in China. However, since
these laws and regulations are relatively new and the PRC legal system continues to rapidly
evolve, the interpretations of many laws, regulations and rules are not always uniform and
enforcement of these laws, regulations and rules involve uncertainties.

From time to time, we may have to resort to administrative and court proceedings to
enforce our legal rights. However, 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. Furthermore, the PRC legal
system is based in part on government policies and internal rules (some of which are not
published in a timely manner or at all) that may have retroactive effect. As a result, we may
not be aware of our violation of these policies and rules until sometime after the violation. Such
uncertainties, including uncertainty over the scope and effect of our contractual, property
(including intellectual property) and procedural rights, and any failure to respond to changes
in the regulatory environment in China could materially and adversely affect our business and
impede our ability to continue our operations, and may further affect the legal remedies and
protections available to investors, which may, in turn, adversely affect the value of your
investment.

In particular, PRC laws and regulations concerning the digital healthcare services market
are developing and evolving. Although we have taken measures to comply with the laws and
regulations that are applicable to our business operations and avoid conducting any
non-compliant activities under the applicable laws and regulations, the PRC governmental
authorities may promulgate new laws and regulations regulating the digital healthcare services
market in the future. We cannot assure you that our practice would not be deemed to violate
any new PRC laws or regulations relating to digital healthcare. Moreover, developments in the
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digital healthcare services market may lead to changes in PRC laws, regulations and policies
or in the interpretation and application of existing laws, regulations and policies that may limit
or restrict digital healthcare platforms like us, which could materially and adversely affect our
business and operations.

We may be subject to filing procedure and other requirements of the CSRC or other PRC
governmental authorities in connection with this [REDACTED], future capital raising
activities and future major events.

On February 17, 2023, the CSRC released the Trial Administrative Measures of Overseas
Securities Offering and Listing by Domestic Companies (58 A4 3£ AN TR S5 F0_E 4 P
1THFE) (the “Trial Measures”) and five supporting guidelines, which came into effect on
March 31, 2023. Pursuant to the Trial Measures, domestic companies that seek to offer or list
securities overseas, both directly and indirectly, should fulfill the filing procedure and report
relevant information to the CSRC, and in the event of subsequent offering and occurrence of
certain major events, domestic companies shall also fulfill relevant filing procedures and report
information to the CSRC. If a domestic company fails to complete the filing procedure, omits
any material fact, falsifies any content or contains any misleading statement in its filing
documents, such domestic company may be subject to administrative penalties, such as order
to rectify, warnings, fines, and its controlling shareholders, actual controllers, the person
directly in charge and other directly liable persons may also be subject to administrative
penalties, such as warnings and fines. On the same day, the CSRC also held a press conference
for the release of the Trial Measures and issued the Notice on Administration for the Filing of
Overseas Offering and Listing by Domestic Companies (755 A5 4N 81T b il 545 1
ZHER A, which, among others, clarifies that a six-month transition period will be granted
to domestic companies which, prior to the effective date of the Trial Measures, have already
obtained the approval from overseas regulatory authorities or stock exchanges (such as the
completion of hearing in the market of Hong Kong or the completion of registration in the
market of the United States), but have not completed the indirect overseas listing; if such
domestic companies complete the overseas listing within such six-month transition period, they
are not subject to the filing procedure with respect to such overseas listing. See
“Regulations—Regulations Relating to Overseas Listing.” However, since the Trial Measures
was newly promulgated, the interpretation, application and enforcement of Trial Measures

remain unclear.

If it is determined that we are subject to any filing or other authorization or requirements
of the CSRC or other PRC governmental authorities for future fund raising activities or other
major events, and we fail to complete such filing or meet such requirements in a timely manner
or at all, we could be subject to sanctions by the CSRC or other PRC regulators authorities. If
we are determined not in compliance with the requirements under the Trial Measures, and thus
are unable to complete the filing with the CSRC, we may need to postpone or terminate our
future fund raising activities if any. Any uncertainties or negative publicity regarding such
filing or other requirements stated above could materially and adversely affect our business,
prospects, financial condition, reputation, and [REDACTED] of the Shares.
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The M&A Rules and certain other PRC regulations establish complex procedures for
some acquisitions of Chinese companies by foreign investors, which could make it more
difficult for us to pursue growth through acquisitions in China.

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

We may be classified as a “PRC resident enterprise” for PRC enterprise income tax
purposes, which could result in unfavorable tax consequences to us and our shareholders
and have a material adverse effect on our results of operations and the value of your
investment.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise
established outside of the PRC with a “de facto management body” within the PRC is
considered a resident enterprise and will be subject to the enterprise income tax on its global
income at the rate of 25%. The implementation rules define the term “de facto management
body” as the body that exercises full and substantial control over and overall management of
the business, productions, personnel, accounts and properties of an enterprise. In April 2009,
the State Administration of Taxation, or SAT, issued a circular, known as Circular 82, which
provides certain specific criteria for determining whether the “de facto management body” of
a PRC-controlled enterprise that is incorporated offshore is located in China. Although this
circular only applies to offshore enterprises controlled by PRC enterprises or PRC enterprise
groups, not those not controlled by PRC enterprises or PRC enterprise groups like us, the
criteria set forth in the circular may reflect the SAT’s general position on how the “de facto
management body” test should be applied in determining the tax resident status of all offshore
enterprises. According to Circular 82, an offshore incorporated enterprise controlled by a PRC
enterprise or a PRC enterprise group will be regarded as a PRC tax resident by virtue of having
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its “de facto management body” in China and will be subject to PRC enterprise income tax on
its global income only if all of the following conditions are met: (i) the primary location of the
day-to-day operational management is in the PRC; (ii) decisions relating to the enterprise’s
financial and human resource matters are made or are subject to approval by organizations or
personnel in the PRC; (iii) the enterprise’s primary assets, accounting books and records,
company seals, and board and shareholder resolutions, are located or maintained in the PRC;
and (iv) at least 50% of voting board members or senior executives habitually reside in the
PRC.

However, the tax resident status of an enterprise is subject to determination by the PRC
tax authorities and uncertainties remain with respect to the interpretation of the term “de facto
management body.” As substantially all of our management members are based in China, it
remains unclear how the tax residency rule will apply to our case. If the PRC tax authorities
determine that our Company or any of our subsidiaries outside of China is a PRC resident
enterprise for PRC enterprise income tax purposes, then our Company or such subsidiary could
be subject to PRC tax at a rate of 25% on its world-wide income, which could materially reduce
our net income. In addition, we will also be subject to PRC enterprise income tax reporting
obligations. Furthermore, if the PRC tax authorities determine that we are a PRC resident
enterprise for enterprise income tax purposes, dividends paid by us and gains realized on the
sale or other disposition of our ordinary shares may be subject to PRC tax, at a rate of 10% in
the case of non-PRC enterprises or 20% in the case of non-PRC individuals (in each case,
subject to the provisions of any applicable tax treaty), if such dividends or gains are deemed
to be from PRC sources. Any such tax on the dividends received by our Shareholders from us
may be withheld at source. It is unclear whether non-PRC Shareholders of our Company would
be able to claim the benefits of any tax treaties between their country of tax residence and the
PRC in the event that we are treated as a PRC resident enterprise. Any such tax may reduce
the returns on your investment in our Shares.

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

The value of Renminbi against the U.S. dollar and other currencies fluctuates, is subject
to changes resulting from the PRC government’s policies and depends to a large extent on
domestic and international economic and political developments as well as supply and demand
in the local market. It is difficult to predict how market forces or government policies may
impact the exchange rate between Renminbi and the U.S. dollar or other currencies in the
future. In addition, the People’s Bank of China regularly intervenes in the foreign exchange
market to limit fluctuations in RMB exchange rates and achieve policy goals. We experienced
net foreign exchange losses of RMB19.6 million and RMB13.0 million in 2020 and 2022,
respectively, and net foreign exchange gains of RMB1.7 million in 2021, which resulted from
our holding of U.S. dollars arising from our U.S. dollar denominated assets and liabilities. In
2020, 2021 and 2022, we also recognized currency translation differences of our Company in
our other comprehensive income of negative RMB2.0 million, negative RMBO0.1 million and
RMBO0.8 million, respectively, which represented currency translation differences arising from
the consolidation of our subsidiaries’ financial statements prepared in currencies different than
Renminbi. We are subject to the risk relating to volatility in future exchange rate and PRC
government’s controls on currency conversion.
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The [REDACTED] from the [REDACTED] will be received in Hong Kong dollars. As
a result, any appreciation of Renminbi against the Hong Kong dollar may result in the decrease
in the value of our [REDACTED] from the [REDACTED]. Conversely, any depreciation of
Renminbi may adversely affect the value of, and any dividends payable on, the Shares in
foreign currency. In addition, there are limited instruments available for us to reduce our
foreign currency risk exposure at reasonable costs. Furthermore, we are also currently required
to obtain the SAFE’s approval before converting significant sums of foreign currencies into
Renminbi. All of these factors could materially and adversely affect our business, financial
condition, results of operations and prospects, and could reduce the value of, and dividends

payable on, the Shares in foreign currency terms.

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

The PRC government imposes controls on the convertibility of Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. We receive
substantially all of our revenue in Renminbi. Under our current corporate structure, our
Company in the Cayman Islands relies on dividend payments indirectly from our PRC
subsidiaries to fund any cash and financing requirements we may have. Under existing PRC
foreign exchange regulations, payments of current account items, such as profit distributions
and trade and service-related foreign exchange transactions, can be made in foreign currencies
without prior approval from SAFE by complying with certain procedural requirements.
Therefore, our PRC subsidiaries are able to pay dividends in foreign currencies to us without
prior approval from SAFE by complying with certain procedures under PRC foreign exchange
regulation. However, approval from or registration with appropriate governmental authorities
is required where Renminbi is to be converted into foreign currency and remitted out of China
to pay capital expenses such as the repayment of loans denominated in foreign currencies.

In light of the flood of capital outflows of China in 2016 due to the weakening of
Renminbi, the PRC government has imposed more restrictive foreign exchange policies and
stepped up scrutiny of major outbound capital movement. More restrictions and substantial
vetting process are put in place by SAFE to regulate cross-border transactions falling under the
capital account. The PRC government may at its discretion further restrict access to foreign
currencies in the future for current account transactions. If the foreign exchange control system
prevents us from obtaining sufficient foreign currencies to satisfy our foreign currency
demands, we may not be able to pay dividends in foreign currencies to our shareholders.
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PRC regulation of loans to and direct investments in PRC entities by offshore holding
companies may delay or prevent us from using the [REDACTED] of the [REDACTED] to
make loans or additional capital contributions to our PRC subsidiaries, which could
materially and adversely affect our liquidity and our ability to fund and expand our
business.

Any funds we transfer to our PRC subsidiaries, either as a shareholder loan or as an
increase in registered capital, are subject to approval by or registration with relevant
governmental authorities in China. According to the relevant PRC regulations on foreign-
invested enterprises in China, capital contributions to our PRC subsidiaries are subject to the
filing, reporting or registration with relevant governmental authorities in China. In addition,
(i) any foreign loan procured by our PRC subsidiaries is required to be registered with SAFE,
or its local branches, and (ii) Xikang WFOE may not procure foreign loans which exceed the
statutory limits. Any medium or long term loan to be provided by us to our Consolidated
Affiliated Entities must be recorded and registered by the National Development and Reform
Committee and the SAFE or its local branches. We may not be able to complete such filing or
registrations on a timely basis, if at all, with respect to future capital contributions or foreign
loans by us directly to our PRC subsidiaries. If we fail to complete such filing or registration,
our ability to use the [REDACTED] of this [REDACTED] and to capitalize our PRC
operations may be negatively affected, which could adversely affect our liquidity and our
ability to fund and expand our business.

On March 30, 2015, the SAFE promulgated the Circular on Reforming the Management
Approach Regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises,
or SAFE Circular 19, which took effect as of June 1, 2015. On June 9, 2016, the SAFE
promulgated the Circular on Reforming and Standardizing the Administrative Provisions on
Capital Account Foreign Exchange, or SAFE Circular 16. SAFE Circular 19 and SAFE Circular
16 continue to prohibit foreign-invested enterprises from, among other things, using Renminbi
fund converted from its foreign exchange capitals for expenditure beyond its business scope,
investment in securities or investments other than banks’ principal-secured products, providing
loans to non-affiliated enterprises or constructing or purchasing real estate not for self-use
except for real estate enterprises. On October 23, 2019, the SAFE promulgated the Notice for
Further Advancing the Facilitation of Cross-border Trade and Investment, or SAFE Circular
28, which, among other things, allows all foreign-invested enterprises to use Renminbi
converted from its foreign exchange capitals for expenditure for equity investments in China,
as long as the equity investment is genuine, does not violate applicable laws, and complies with
the negative list on foreign investment. On December 31, 2020, the People’s Bank of China,
SAFE and other government authorities jointly issued the Circular on Further Optimizing
Cross-border Renminbi Policies to Support the Stabilization of Foreign Trade and Foreign
Investment, or the SAFE Circular 330, which, among other things, reiterates the above
provisions in Circular 28. However, since the Circular 28 and Circular 330 are relevantly new,
it is unclear how SAFE and other government authorities as well as competent banks will carry
this out in practice. The above SAFE circulars may significantly limit our ability to transfer to
and use in China the net [REDACTED] from this [REDACTED], which may adversely affect
our business, financial condition and results of operations.
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The heightened scrutiny over acquisition transactions by the PRC tax authorities may
have a negative impact on our business operations, our acquisition or restructuring
strategy or the value of your investment in us.

On February 3, 2015, SAT promulgated the Public Announcement on Several Issues
Concerning Enterprise Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises
(the “Circular 7”), which heightened the PRC tax authorities’ scrutiny on indirect transfers, by
a non-resident enterprise, of assets (including equity interests) of a PRC resident enterprise (the
“PRC Taxable Assets”) and stipulated that tax authorities in the PRC are entitled to reclassify
the nature of an indirect transfer of PRC Taxable Assets, when a non-resident enterprise
transfers PRC Taxable Assets indirectly by disposing of an equity interest in an overseas
holding company which directly or indirectly hold the PRC Taxable Assets, by disregarding the
existence of the overseas holding company and considering the transaction to be a direct
transfer of PRC Taxable Assets, if such transfer is deemed to have been made for the purpose
of evading PRC enterprises income tax and without any reasonable commercial purpose.

There is uncertainty as to the application of the Circular 7. The Circular 7 may be
determined by the tax authorities to be applicable to our offshore restructuring transactions,
future acquisitions or sale of the shares of our offshore subsidiaries, where non-resident
enterprise transferors were involved. Furthermore, we, our non-resident enterprises and PRC
subsidiaries may be required to spend valuable resources to comply with the Circular 7 or to
establish that we and our non-resident enterprises should not be taxed under the Circular 7 for
our restructuring or disposal of shares of our offshore subsidiaries, which may have a material

adverse effect on our financial condition and results of operations.

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

The SAFE has promulgated several regulations that require PRC residents and PRC
corporate entities to register with and obtain approval from local branches of the SAFE in
connection with their direct or indirect offshore investment activities. The Circular on Relevant
Issues Relating to Domestic Resident’s Investment and Financing and Roundtrip Investment
through Special Purpose Vehicles, or SAFE Circular 37, was promulgated by the SAFE in July
2014 that requires PRC residents or PRC entities (the “Domestic Residents”) to register with
the SAFE or its local branch in connection with their establishment or control of an offshore
entity established for the purpose of overseas investment or financing, with assets or equity
interests of onshore companies or offshore assets or interests held by the Domestic Residents,
referred to in SAFE Circular 37 as a “special purpose vehicle.”
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In addition, SAFE Circular 37 further requires amendment to the previously filed
registration with the local branch of the SAFE, with respect to that special purpose vehicle, to
reflect any material change including any material change of the special purpose vehicle’s
Domestic Resident shareholder, name of the special purpose vehicle, term of operation, or any
increase or reduction of the special purpose vehicle’s registered capital, share transfer or swap,
and merger or division. Pursuant to Circular of the State Administration of Foreign Exchange
on Further Simplifying and Improving the Direct Investment-related Foreign Exchange
Administration Policies, which were promulgated on 13 February 2015 and implemented on
1 June 2015, the foreign exchange registration for establishing or taking control of a special
purpose vehicle by Domestic Residents is required to be conducted with a qualified bank,
instead of the local SAFE branch.

If our shareholders or beneficial owners who are Domestic Residents do not complete
their registration or change of the registration with the local SAFE branches or qualified local
banks, or fail to obtain the approval or complete the filing with the NDRC or the MOFCOM
or their local counterparts relating to the overseas investment activities, as applicable, Xikang
WFOE may be imposed penalties, restrictions on its ability to distribute dividends to us, and
restrictions on our ability to inject additional capital into Xikang WFOE.

We have used our best efforts to notify Domestic Residents who directly or indirectly hold
shares in our Company, and who are known to us as being Domestic Residents to timely
complete the required filings and registrations. However, we cannot assure you that all of our
Domestic Residents who directly or indirectly hold shares in our Company will comply with
the SAFE, the NDRC and the MOFCOM registration or filing requirements, including updating
their registration or filing pursuant to relevant requirements or registration by future beneficial
owners who are Domestic Residents, which is out of our control. Any failure by Domestic
Residents who directly or indirectly hold shares in our Company to make registration or filing
in accordance with relevant regulations or update their filing or registration, or the failure of
future beneficial owners who are Domestic Residents to comply with the registration or filing
requirements may result in penalties and the prohibition of payments to offshore parents from
capital reductions, share transfers or liquidations of our PRC subsidiaries and could materially
adversely affect our ownership structure, acquisition strategy, business operations and ability
to make dividend payments to our shareholders.

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

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

We had recorded share-based compensation expenses of RMB34.0 million, RMB153.6
million and RMB79.2 million in 2020, 2021 and 2022, mainly in relation to the
Pre-[REDACTED] SOS Options granted to our employees. We adopted the
Pre-[REDACTED] SOS on March 29, 2019 to achieve strategic goals and fuel the
development of our Company by providing our Directors, senior management and employees
with the opportunity to acquire proprietary interests in our Company. As of the Latest
Practicable Date, the Pre-[REDACTED] SOS Options in an aggregate of 16,320,000 Shares
(or [81,600,000] Shares immediately following the Share Subdivision) have been granted to the
Pre-[REDACTED] SOS Grantees (as defined below) pursuant to the Pre-[REDACTED] SOS.
Further, in order to provide incentives and rewards to participants for their contributions to,
and continuing efforts to promote the interest of, the Company, we have adopted the
Post-[REDACTED] SOS as approved by our Board on May 27, 2021. See “Appendix IV —
Statutory and general information — D. Share Option Schemes” for further details. The grant
of share options or any issue of award shares would have an adverse impact on our profits.
Moreover, any exercise of the share options wehave granted or will grant in the future or any
issue of award shares will increase the number of our Shares and result in a dilution in the
shareholding of the existing Shareholders in our Company. Any sale of additional Shares
acquired upon the exercise of the share options or any issue of award shares may adversely
affect the [REDACTED] of our Shares.

RISKS RELATING TO THE [REDACTED]

There has been no prior public market for the Shares and the liquidity and market price
of our Shares may be volatile.

Prior to completion of the [REDACTED], there has been no public market for our Shares.
There can be no guarantee that an active trading market for our Shares will develop or be
sustained after completion of the [REDACTED]. The [REDACTED] is the result of
negotiations among our Company and the [REDACTED] and the [REDACTED] (for itself
and on behalf of the [REDACTED]), which may not be indicative of the price at which our
Shares will be [REDACTED] following completion of the [REDACTED]. The
[REDACTED] of our Shares may drop below the [REDACTED] at any time after completion
of the [REDACTED].

The trading price of the Shares may be volatile, which could result in substantial losses
to you.

The trading price of our Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including general market conditions of the securities markets in
Hong Kong, China, the United States and elsewhere in the world. In particular, the performance
and fluctuation of the market prices of other companies with business operations located
mainly in China that have listed their securities in Hong Kong may affect the volatility in the
price of and trading volumes for our Shares. A number of PRC-based companies have listed
their securities, and some are in the process of preparing for listing their securities, in Hong
Kong. Some of these companies have experienced significant volatility, including significant
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price declines after their initial public offerings. The trading performances of the securities of
these companies at the time of or after their offerings may affect the overall investor sentiment
towards PRC-based companies listed in Hong Kong and consequently may impact the
[REDACTED] performance of our Shares. These broad market and industry factors may
significantly affect the [REDACTED] and volatility of our Shares, regardless of our actual
operating performance.

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

As the [REDACTED)] of our Shares is higher than the net tangible book value per Share
of our Shares immediately prior to the [REDACTED], purchasers of our Shares in the
[REDACTED] will experience an immediate dilution. If we issue additional Shares in the
future, purchasers of our Shares in the [REDACTED] may experience further dilution in their
shareholding percentage.

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

The [REDACTED] of our Shares sold in the [REDACTED] is expected to be determined
on the [REDACTED]. However, the Shares will not commence [REDACTED] on the Stock
Exchange until they are delivered, which is expected to be five Business Days after the
[REDACTED)]. As a result, investors may not be able to sell or otherwise [REDACTED] the
Shares before the commencement of [REDACTED]. Accordingly, holders of our Shares are
subject to the risk that the price of the Shares when [REDACTED] begins could be lower than
the [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.

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

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

There can be no assurance if and when we will pay dividends in the future.

Distribution of dividends will be at the discretion of our Board and subject to our
Shareholders’ approval. A decision to declare or pay dividends and the amount of such
dividends will depend on our future operations and earnings, capital requirements and surplus,
general financial conditions, contractual restrictions and other factors that our Directors
consider relevant. See “Financial Information — Dividend.” As a result, there can be no
assurance whether, when and in what manner we will pay dividends in the future.

—93 _



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

RISK FACTORS

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

Our corporate affairs are governed by the Articles of Association, the Cayman Companies
Act and the common law of the Cayman Islands. The laws of the Cayman Islands relating to
the protection of the interests of minority shareholders may differ in some respects from those
established under statutes or judicial precedents in existence in Hong Kong. This means that
the remedies available to our minority Shareholders may be different from those available
under the laws of Hong Kong or other jurisdictions. A summary of the constitution of our
Company and the Cayman Islands companies laws is set out in Appendix III to this document.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and
other statistics obtained from various independent third-party sources, including the
industry expert reports, contained in this document.

This document, particularly the sections headed “Business” and “Industry Overview,”
contains information and statistics relating to the digital healthcare services market. Such
information and statistics have been derived from the report prepared by Frost & Sullivan,
which was commissioned by us, various official government publications and other publicly
available publications. In particular, we engaged Frost & Sullivan, as the industry expert, to
prepare an independent industry report, in connection with the [REDACTED]. The
information from official government sources has not been independently verified by us, the
Sponsor, the [REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], any
of their respective directors and advisors, or any other persons or parties involved in the
[REDACTED], and no representation is given as to its accuracy. Collection methods of such
information may be flawed or ineffective, or there may be discrepancies between published
information and market practice, which may result in the statistics included in this document
being inaccurate or not comparable to statistics produced for other economies. You should
therefore not place undue reliance on such information. In addition, we cannot assure you that
such information is stated or compiled on the same basis or with the same degree of accuracy
as similar statistics presented elsewhere. You should consider carefully the importance placed
on such information or statistics.

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

We strongly caution you not to rely on any information contained in press articles or other
media regarding us and the [REDACTED]. Prior to the publication of this document, there has
been press and media coverage regarding us and the [REDACTED]. Such press and media
coverage may include references to certain information that does not appear in this document,
including certain operating and financial information and projections, valuations and other
information. We have not authorized the disclosure of any such information in the press or
media and do not accept any responsibility for any such press or media coverage or the
accuracy or completeness of any such information or publication. We make no representation
as to the appropriateness, accuracy, completeness or reliability of any such information or
publication. To the extent that any such information is inconsistent or conflicts with the
information contained in this document, we disclaim responsibility for it and you should not
rely on such information.

—94 —



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

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

In preparation for the [REDACTED], we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules requires that a new applicant applying for a primary listing
on the Stock Exchange 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. Since our core business operations are principally located, managed and conducted in
the PRC and will continue to be based in the PRC, our executive Director and senior
management members are and will continue to be based in the PRC.

Accordingly, we have applied to the Stock Exchange for[, and the Stock Exchange has
granted] a waiver from strict compliance with the requirements set out in Rule 8.12 of the
Listing Rules. In order to maintain effective communication with the Stock Exchange, we have
put in place the following measures in order to achieve regular communication with the Stock
Exchange:

(a) The Company has appointed Ms. Zong Wenhong, an executive Director and the
chief executive officer of the Company, and Mr. Wong Wai Chiu, one of the joint
company secretaries of the Company, as the authorized representatives
(“Authorized Representatives”) for the purpose of Rule 3.05 of the Listing Rules.
They will act as the Company’s principal channel of communication with the Stock
Exchange. Each of them has confirmed that she or he can be readily contactable by
phone, facsimile and email to deal promptly with enquiries from the Stock
Exchange. The Company has provided contact details of the two Authorized
Representatives to the Stock Exchange and will inform the Stock Exchange as soon
as practicable in respect of any change in the Company’s authorized representatives.
Ms. Zong have confirmed that she possesses 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;

(b) Our Authorized Representatives have means of contacting all Directors (including
the independent non-executive Directors) promptly at all times as and when the
Stock Exchange proposes to contact a Director with respect to any matters;

(c) All the Directors who are not ordinarily resident in Hong Kong are able to apply for

valid travel documents to visit Hong Kong for business purposes and would be able
to meet with the Stock Exchange upon reasonable notice;
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(d) Our Company has appointed Somerley Capital Limited as its compliance advisor
(the “Compliance Advisor”) in compliance with Rule 3A.19 of the Listing Rules.
The Compliance Advisor will, among other things and in addition to the Authorized
Representatives, provide our Company with professional advice on continuing
obligations under the Listing Rules and act as additional channel of communication
of our Company with the Stock Exchange during the period from the [REDACTED]
to the date on which the Company complies with Rule 13.46 of the Listing Rules in
respect of its financial results for the first full financial year immediately after the
[REDACTED];

(e) Meetings between the Stock Exchange and our Directors could be arranged through
our Authorized Representatives or our Company’s Compliance advisor, or directly
with our Directors within a reasonable period. Our Company will inform the Stock
Exchange as soon as practicable in respect of any change in the Authorized
Representatives, the Directors and/or the Compliance advisor of the Company in
accordance with the Listing Rules.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, a new applicant for listing on the
Stock Exchange must appoint a company secretary who, by virtue of his/her academic or
professional qualifications or relevant experience, is, in the opinion of the Stock Exchange,
capable of discharging the functions of the company secretary.

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

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

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

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

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

(a) length of employment with the issuer and other issuers and the roles he/she played;
(b) familiarity with the Listing Rules and other relevant laws and regulations including

the SFO, Companies Ordinance, Companies (Winding up and Miscellaneous
Provisions) Ordinance, and the Takeovers Code;
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(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

We have appointed Ms. Wang Shuli, and Mr. Wong, as the joint company secretaries of
our Company. Ms. Wang is currently the vice president and chief financial officer of the
Company. She has extensive experience in financial and business management and corporate
governance matters, as well as a sound understanding of the daily operations, internal
administration and financial management of our Group. By virtue of Ms. Wang’s experience
and familiarity with our Group, our Company believe Ms. Wang is capable of discharging the
duties as a joint company secretary of our Company and is a suitable person to act as a joint
company secretary of our Company. Further, given that our main operation is in the PRC, we
believe that it would be in the best interest of our Company and our corporate governance to
have Ms. Wang with the relevant background and experience in the PRC to act as our joint
company secretary. Ms. Wang presently does not possess the qualifications under Rules 3.28
and 8.17 of the Listing Rules, and may not be able to fulfill the requirements of the Listing
Rules on her own. Therefore, our Company has appointed Mr. Wong, a fellow member of Hong
Kong Institute of Chartered Secretaries, who fully meets the requirements stipulated under
Rules 3.28 and 8.17 of the Listing Rules to act as the other joint company secretary and provide
assistance to Ms. Wang for an initial period of three years from the [REDACTED]. For further
details about Ms. Wang’s and Mr. Wong’s qualifications and experience, please see “Directors
and Senior Management” in this document.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has
granted], a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of
the Listing Rules on the basis of the proposed arrangements below:

(a) Ms. Wang will endeavor to attend relevant training courses, including briefings on
the latest changes to the relevant applicable Hong Kong laws and regulations and the
Listing Rules which will be organized by our Hong Kong legal advisors on an
invitation basis and seminars organized by the Stock Exchange for listed issuers
from time to time;

(b) Both Ms. Wang and Mr. Wong have confirmed that each of them will be attending
a total of no less than 15 hours of training courses on the Listing Rules, corporate
governance, information disclosure, investors relation as well as the functions and
duties of the company secretary of a Hong Kong listed issuer during each financial
year as required under Rule 3.29 of the Listing Rules;

(c) Mr. Wong will assist Ms. Wang to enable her to acquire the relevant experience (as
required under Rule 3.28 of the Listing Rules) to discharge the duties and

responsibilities as our company secretary;
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(d) Mr. Wong will communicate regularly with Ms. Wang on matters relating to
corporate governance, the Listing Rules and any other laws and regulations which
are relevant to our Company and its affairs. Mr. Wong will work closely with, and
provide assistance for, Ms. Wang in the discharge of her duties as a company
secretary, including organizing our Board meetings and Shareholders’ general
meetings;

(e) Upon expiry of Ms. Wang’s initial term of appointment as the company secretary of
our Company, our Company will evaluate her experience in order to determine if she
has acquired the qualifications required under Rule 3.28 of the Listing Rules, and
whether on-going assistance should be arranged so that Ms. Wang’s appointment as
the company secretary of the Company continues to satisfy the requirements under
Rules 3.28 and 8.17 of the Listing Rules;

(f) The Company has appointed Somerley Capital Limited as its Compliance Advisor
pursuant to Rule 3A.19 of the Listing Rules which will act as the additional
communication channel with the Stock Exchange (for a period commencing on the
[REDACTED] and ending on the date on which the Company complies with Rule
13.46 of the Listing Rules in respect of its financial results for the first full financial
year after the date of [REDACTED], or until the engagement is terminated,
whichever is earlier) and provide professional guidance and advice to the Company
and Ms. Wang as to the compliance with the Listing Rules and all other applicable
laws and regulations; and

(g) The waiver can be revoked with immediate effect if there are material breaches of
the Listing Rules by the Company.

Before the end of the three-year period, we shall liaise with the Stock Exchange to revisit
the situation in the expectation that we should then be able to demonstrate to the Stock
Exchange’s satisfaction that Ms. Wang, having had the benefit of Mr. Wong’s assistance for
three years, would then have acquired the relevant experience within the meaning of Note 2 to
Rule 3.28 of the Listing Rules so that a further waiver would not be necessary.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue certain transactions which will
constitute non-exempt continuing connected transactions of our Company under the Listing
Rules upon the [REDACTED]. Accordingly, we have applied to the Stock Exchange for, and
the Stock Exchange [has granted], waivers from strict compliance with (where applicable) (i)
the announcement requirement, (ii) annual reporting requirement, (iii) independent
Shareholders’ approval requirement, (iv) the annual cap requirement and (v) the requirement
of limiting the term of the continuing connected transactions to three years or less under
Chapter 14A of the Listing Rules. For further details in this respect, see “Connected
Transactions” in this document.
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WAIVER AND EXEMPTION IN RELATION TO THE PRE-[REDACTED] SOS

Under Rule 17.02(1)(b) of the Listing Rules, paragraph 27 of Appendix 1A to the Listing
Rules, and paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, this document is required to include, among other
things, details of the number, description, and amount of any shares in or debentures of our
Company which any person has, or is entitled to be given, an option to subscribe for, together
with certain particulars of each option, namely the period during which it is exercisable, the
price to be paid for shares or debentures subscribed for under it, the consideration (if any)
given or to be given for it or for the right to it, the names and addresses of the persons to whom
it was given, and their potential dilution effect on the shareholding upon [REDACTED] as
well as the impact on the earnings per share arising from the exercise of such outstanding
options (the “Share Option Disclosure Requirements”).

Under our Pre-[REDACTED] SOS, as of the Latest Practicable Date, we have granted
options to 428 persons (“Grantees” and each a “Grantee”), comprising of: (a) one Director,
three members of senior management of the Company; and (b) 424 other participants
(including, among others, employees and supervisors of our Group) who are not our Directors
or members of senior management of the Company, to subscribe for an aggregate of 16,320,000
underlying Shares (or [81,600,000] Shares immediately following the Share Subdivision) on
the terms summarised in “Statutory and General Information — D. Share Option Schemes — 1.
Pre-[REDACTED] SOS” of Appendix IV to this document. All the remaining
Pre-[REDACTED] SOS Options will be granted prior to the [REDACTED].

We have applied for (i) a waiver from strict compliance with the disclosure requirements
under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the Listing
Rules; and (ii) an exemption under Section 342A of the Companies (Winding Up and
Miscellaneous Provisions) from strict compliance with the disclosure requirements of
paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions), on the grounds that the waiver and exemption approval would not
prejudice the interests of the investing public and that strict compliance with the Share Option
Disclosure Requirements would be unduly burdensome for our Company for the following

reasons:

(a) given that 428 Grantees are involved, strict compliance with the Share Option
Disclosure Requirements, including setting out full details of the Grantees
(including names, addresses and particulars of the granted options) on an individual
basis would require substantial number of pages of additional disclosure and would
be unduly burdensome for our Company in light of the significant increase in cost

and timing for information compilation, and preparing of this document;
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(b)

(©

(d)

(e)

key information of the options granted under the Pre-[REDACTED] SOS to our
Director and members of senior management of our Company has already been
disclosed in “Statutory and General Information — D. Share Option Schemes — 1.
Pre-[REDACTED] SOS” in Appendix IV to this document;

the key information mentioned in (b) above and set out in “Statutory and General
Information — D. Share Option Schemes — 1. Pre-[REDACTED] SOS” in Appendix
IV to this document is sufficient to provide potential investors with information, to
aid their investment decision making process, to make an informed assessment of
the potential dilution effect and impact on earnings per Share underlying the options
granted under the Pre-[REDACTED] SOS;

the grant and exercise in full of the options granted under the Pre-[REDACTED]
SOS will not cause any material adverse impact on the financial positions of our
Company; and

the lack of full compliance of the Share Option Disclosure Requirements would not
prevent potential investors from making an informed assessment of the activities,
assets and liabilities, financial position, management and prospects of our Group
and would not prejudice the interest of the investing public.

The Stock Exchange [has granted] to us a waiver from strict compliance with the
disclosure requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of
Appendix 1A to the Listing Rules, on the condition that:

(a)

the following information are disclosed in this document:

(i) on individual basis, full details of all options granted by our Company under
the Pre-[REDACTED] SOS to each of our Director and members of senior
management of our Company, including all the particulars required under Rule
17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the
Listing Rules;

(ii) in respect of the options granted by our Company to the Grantees other than
those referred to in (a)(i) above:

—_—

the aggregate number of Grantees;

2. the number of Shares underlying the options granted;
3.  the consideration paid for the options granted;

4.  the exercise period of each option granted; and

5. the exercise price for the options granted;
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(b)

(©)

(iii) the dilution effect and impact on earnings per Share upon full exercise of the
options granted under the Pre-[REDACTED] SOS;

(iv) the aggregate number of Shares underlying all outstanding options granted by
our Company under the Pre-[REDACTED] SOS and the percentage of our
Company’s issued share capital of which this represents;

(v) a summary of the material terms of the Pre-[REDACTED] SOS;

(vi) the particulars of the waiver;

a list of all the Grantees (including the persons referred to in (a)(i) above),
containing all the details required by the Share Option Disclosure Requirements be
made available for public inspection in accordance with the details set out in
“Documents Delivered to the Registrar of Companies and Available on Display” in
Appendix V to this document; and

the SFC grants us a certificate of exemption from strict compliance with paragraph
10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions).

The SFC [has granted] a certificate of exemption under Section 342A of the Companies

(Winding Up and Miscellaneous Provisions) exempting our Company from strict compliance
with paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) on the condition that:

(a)

the following information are disclosed in this document:

(i) on an individual basis, full details of all options granted by our Company under
the Pre-[REDACTED] SOS to each of our Director and members of senior
management of our Company, including all the particulars required under
paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up

and Miscellaneous Provisions);

(ii) in respect of the options granted by our Company to the Grantees other than
those referred to in (a)(i) above:

1. the aggregate number of Grantees;

2. the number of Shares underlying the options granted;

3.  the consideration paid for the options granted;
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING
RULES AND EXEMPTIONS FROM THE COMPANIES (WINDING UP
AND MISCELLANEOUS PROVISIONS) ORDINANCE

4.  the exercise period of each option granted; and
5. the exercise price for the options granted;
(iii) the particulars of the exemption;

(b) a list of all the Grantees (including the persons referred to in (a)(i) above),
containing all the details required by the Share Option Disclosure Requirements be
made available for public inspection in accordance with the details set out in
“Documents Delivered to the Registrar of Companies and Available for Inspection”
in Appendix V to this document; and

(¢) this document be issued on or before [REDACTED].

For further details of the Pre-[REDACTED] SOS, see “Statutory and General

Information — D. Share Option Schemes — 1. Pre-[REDACTED] SOS” in Appendix IV to this

document.
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[REDACTED]
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

For further information on our Directors, see “Directors and Senior Management”
in this document.

DIRECTORS

Name Address Nationality
Chairperson and non-executive Director

Dr. LIU Jiren (2If&12) No. 1-1-1 Chinese

15-1 Wanghu Road
Heping District

Shenyang
PRC
Executive Director
Ms. ZONG Wenhong (5 3CAL) Room 2002, Building 1 Chinese

555 Furongjiang Road
Changning District

Shanghai
PRC
Non-executive Directors
Ms. LU Zhaoxia (JE#1#) No. 3-7-2 Chinese

66 Wenti West Road
Heping District
Shenyang

PRC

Dr. WANG Nan (Efi#) No. 1-3-2 Chinese
13 Wanghu Road
Heping District
Shenyang
PRC
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Name Address

Mr. PU Chengchuan (i 8J1]) No. 602, Unit 5
Building 11, Block 10
Heping Street, Chaoyang District
Beijing
PRC

Dr. CHEN Lianyong (B 5) No. 65, Lane 2001
Longdong Avenue
Pudong New Area
Shanghai
PRC

Independent non-executive Directors

Ms. CHEN Yan (P %) No. 2-3-2
178 Lingshui Road
Ganjingzi District
Dalian
PRC

Dr. FANG Weiyi (J7ME—) Room 25E
No. 18, Lane 1029
Zhaojiabang Road
Xuhui District
Shanghai
PRC

Dr. YIN Guisheng (EIHEZE) 258 Nantong Street
Nangang District
Harbin
PRC
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor, [REDACTED] and China International Capital Corporation
[REDACTED] Hong Kong Securities Limited
29/F, One International Finance Centre
1 Harbour View Street

Central
Hong Kong
[REDACTED]
Reporting Accountant and PricewaterhouseCoopers
Auditor Certified Public Accountants

and Registered Public
Interest Entity Auditor
22/F, Prince’s Building
Central

Hong Kong

Legal Advisors to the Company As to Hong Kong and U.S. laws:
Clifford Chance
27/F Jardine House
One Connaught Place
Central
Hong Kong

As to PRC law:

Tian Yuan Law Firm
Suite 509, Tower A
Corporate Square

35 Financial Street
Xicheng District
Beijing

PRC

As to Cayman Islands law:

Maples and Calder (Hong Kong) LLP
26th Floor, Central Plaza

18 Harbour Road

Wanchai

Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Legal Advisors to the [REDACTED] As to Hong Kong and U.S. laws:
Herbert Smith Freehills
23/F, Gloucester Tower
15 Queen’s Road
Central
Hong Kong

As to PRC law:

Commerce & Finance Law Offices
6/F, NCI Tower

A12 Jianguomenwai Avenue
Chaoyang District

Beijing

PRC

Industry Consultant Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co.
2504 Wheelock Square
1717 Nanjing Xi Lu
Jing’an District
Shanghai
PRC

[REDACTED]
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CORPORATE INFORMATION

Registered Office PO Box 309
Ugland House
Grand Cayman
KY1-1104

Cayman Islands

Head Office and Principal Place of Room 2070, Building 2, Lane 1800
Business in China Xinyang Road
Pilot Free Trade Zone Lin-Gang
Special Area
Shanghai
PRC

Principal Place of Business in Hong Kong 40/F, Dah Sing Financial Centre
248 Queen’s Road East
Wan Chai
Hong Kong

Company’s website www.xikang.com

(The information on this website does not
form part of this document)

Joint Company Secretaries Ms. WANG Shuli
18 Shaoxing Street
Heping District
Shenyang
PRC

Mr. WONG Wai Chiu

(associate member of The Hong Kong
Institute of Chartered Secretaries)
40/F, Dah Sing Financial Centre

248 Queen’s Road East

Wan Chai

Hong Kong
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CORPORATE INFORMATION

Authorized Representatives Ms. ZONG Wenhong
Room 2002, Building 1
555 Furongjiang Road
Changning District
Shanghai
PRC

Mr. WONG Wai Chiu

40/F, Dah Sing Financial Centre
248 Queen’s Road East

Wan Chai

Hong Kong

Audit Committee Ms. CHEN Yan (Chairman)
Dr. CHEN Lianyong
Dr. YIN Guisheng

Remuneration Committee Ms. CHEN Yan (Chairman)
Dr. LIU Jiren
Dr. FANG Weiyi

Nomination Committee Dr. LIU Jiren (Chairman)
Dr. FANG Weiyi
Dr. YIN Guisheng

Strategy Committee Dr. LIU Jiren (Chairman)
Ms. ZONG Wenhong
Dr. CHEN Lianyong
Dr. FANG Weiyi
Dr. YIN Guisheng

Compliance Advisor Somerley Capital Limited
20/F, China Building
29 Queen’s Road Central
Hong Kong
(A licensed corporation carrying out Type 1
(dealing in securities) and Type 6 (advising
on corporate finance) regulated activities
under the SFO)
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CORPORATE INFORMATION

Hong Kong Share Registrar

[REDACTED]
Principal Share Registrar and
Transfer Office
[REDACTED]
Principal Bankers Industrial Bank Co., Ltd., Xi’an Road
Branch

646 Huanghe Road
Shahekou District
Dalian

PRC

China Merchants Bank Co., Ltd., Nanhu
Technology Development Area Branch
33 Caita Street

Heping District

Shenyang

PRC
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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
document were extracted from the report prepared by Frost & Sullivan, which was
commissioned by us, and from various official government publications and other
publicly available publications. We engaged Frost & Sullivan to prepare the Frost &
Sullivan Report, an independent industry report, in connection with the [REDACTED].
The information from official government sources has not been independently verified by
us, the Sponsor, the [REDACTED], the [REDACTED], the [REDACTED], the
[REDACTED], any of their respective directors and advisors, or any other persons or
parties involved in the [REDACTED], and no representation is given as to its accuracy.

THE PRC GENERAL HEALTH AND WELLNESS INDUSTRY

The PRC general health and wellness industry is one of the largest components of the
PRC economy, which refers to services and products related to the maintenance, recovery and
promotion of health, encompassing healthcare services, pharmaceuticals, nutrition and
healthcare products, medical devices, maternal and infant products, as well as other services
such as health management and elderly care. According to Frost & Sullivan, the market size
of China’s general health and wellness industry reached RMB9.2 trillion in 2021, and is
expected to increase to RMB20.2 trillion by 2030, at a CAGR of 9.1%.

THE PRC HEALTHCARE SERVICES INDUSTRY
Overview

The PRC healthcare services industry consists primarily of disease prevention, treatment
and rehabilitation. According to Frost & Sullivan, China’s healthcare expenditure was RMB7.6
trillion in 2021, and is expected to reach RMB12.0 trillion by 2026, and further increase to
RMB16.3 trillion by 2030, at a CAGR of 8.9% from 2021 to 2030.

Several factors have driven and are expected to drive the rapid growth of the healthcare
market in China. Specifically, increasing per capita disposable income, an aging population and
increasing prevalence of chronic diseases are the key drivers that propel the continuing
development of the PRC healthcare services industry. According to Frost & Sullivan, the
population of China exceeded 1.41 billion as of December 31, 2021, and the per capita
disposable income is expected to increase from RMB35,128 in 2021 to RMB66,598 in 2030,
at a CAGR of 7.4%. According to Frost & Sullivan, the healthcare consumption is expected to
constitute more than 20.0% of the total per capita consumption expenditure by 2030.
Meanwhile, China has witnessed accelerated growth of its aging population, and the burden of
support is increasing gradually. Population aged over 65 accounted for 14.2% of the total
population in China in 2021, and such percentage is expected to increase to 22.0% by 2030,
according to Frost & Sullivan. Accompanied with the aging demographic, the healthcare
expenditure in China is expected to continually grow, according to Frost & Sullivan.
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The development of China’s healthcare market is falling behind that of many developed
countries. According to Frost & Sullivan, the healthcare expenditure of the U.S., Germany and
Japan accounted for 17.8%, 13.8% and 12.2% of their GDP in 2019, respectively, whereas
China’s healthcare expenditure was only 6.7% of its GDP in 2019. Accordingly, the PRC
healthcare industry has the potential for significant growth.

Pain Points of the PRC Healthcare Services Industry

Scarcity and Uneven Distribution of Quality Medical Resources

The imbalanced distribution of medical resources has been a severe problem in China.
Quality medical resources are primarily concentrated in eastern coastal cities and economically
developed large and medium-scaled cities, particularly in Class III hospitals, while the primary
healthcare service capabilities in rural regions continue to lag behind. According to Frost &
Sullivan, there were only 8.5%, or 2,996, Class III hospitals out of 35,394 hospitals in China,
and only twelve provinces or municipalities have over 100 Class III hospitals in 2020.
Additionally, the lack of effective management of patients’ medical treatment and the
traditional and limited way to provide healthcare services have led to difficulty and high
expenses for patients to get medical consultations, which has long been the structural
disadvantages impeding the development of the PRC healthcare services industry. As the
primary care system and triage mechanism have not been fully established, patients are
concentrated in large medical institutions, especially Class III hospitals. According to Frost &
Sullivan, Class III hospitals, in aggregate, assumed more than 50% of medical consultations in
2020 in China, while they only accounted for 8.5% of the total number of the PRC hospitals.

Meanwhile, most of Class III hospitals are located in tier one cities such as Beijing and
Shanghai as well as more affluent and densely populated eastern coastal provinces, such as
Shandong, Jiangsu and Zhejiang provinces, each of which has more than one hundred Class III
hospitals, with more than one Class III hospital per million population. In contrast, in less
affluent but densely populated provinces such as Hebei, Henan and Hunan provinces, there are
less than one hundred Class III hospitals in each province, with less than one Class 111 hospital

per million population.

The significant mismatch of the supply and demand, combined with the relative scarcity
of quality medical resources, including primary medical resources, has resulted in inefficient
and unnecessary utilization of the medical resources in China.

Poor Healthcare Service Experience for Patients

The mismatch of medical resources supply and demand leads to another pain point of the
PRC healthcare services market, namely poor healthcare service experience for patients.
According to Frost & Sullivan, a patient in China spent on average three hours on an outpatient
visit in 2021, in which the effective time dedicated to the patient’s diagnosis only accounted
for eight minutes, or 4.4% of the average outpatient visit time.
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Potential Deficit of the Social Medical Insurance

China’s increasing healthcare demand and expenditure pose challenges not only to
healthcare providers, but also to its medical insurance system. At present, the PRC medical
insurance system consists primarily of government-sponsored social medical insurance, which
includes basic medical insurance and medical aid schemes, as well as commercial medical
insurance offered by private insurers. According to Frost & Sullivan, the growth of basic
medical insurance’s expenditure is expected to outpace that of its revenue in future. A deficit
is expected to arise in 2026 and expand to over RMB4.4 trillion in 2030, assuming no timely

and effective cost control measures are implemented.

THE PRC DIGITAL HEALTHCARE SERVICES MARKET

Overview

Accompanied by technology advancement and favorable policy support, the concept of
digital healthcare emerged. Digital healthcare is value-based healthcare combined with digital
medical services. It is not only the digitization of the medical services, consumer healthcare
services and health management services, but also the added value resulted from the
interconnectivity built upon such services. It is identified as an effective approach to address

the pain points of the PRC healthcare services industry.

Currently, the PRC healthcare system is, by and large, still relying on a development
model where healthcare businesses are relatively disconnected with low efficiency and low
transparency. In contrast, digital healthcare is a more connected, well-organized, collaborative,
fully integrated online-to-offline development model with high efficiency and high
transparency. The digital healthcare model is expected to create a healthcare ecology without
physical boundary, where data and knowledge are shared, and Al big data, smart wearables and
community become new elements of the healthcare system. In this process, digital technology
and model innovation play a crucial role. These two factors, while being interdependent, can
together contribute to (i) the establishment of a precise, standardized and measurable
healthcare service model, (ii) the creation of more medical service resources as a whole where
quality hospitals have larger capacity and more doctors can offer quality services, and (iii) the
extension of quality healthcare services from hospitals to households.
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The PRC digital healthcare services market has developed rapidly in recent years. It
covers four key components, (i) digital healthcare infrastructure, (ii) digital medical services,
(ii1) digital consumer healthcare products and services, and (iv) digital health management.
According to Frost & Sullivan, the size of the PRC digital healthcare services market reached
RMB140.4 billion in 2021 and is expected to further increase to RMB1,676.6 billion by 2030
at a CAGR of 31.7%. The following diagram sets forth the historical and forecast market size
of the PRC digital healthcare services market from 2017 to 2030:

Period CAGR
RMB in billions 2017-2021 27.0%
2021-2030E 31.7%
2,000
1,676.6
1,000

539 669 858

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

Source: the Frost & Sullivan report

Market players in each of the four components of the PRC digital healthcare services
market are facing challenges. For the digital healthcare infrastructure segment, major
challenges include (i) high capital requirements as the size of investment in this segment is
relatively large and investment cycle is relatively long; and (ii) the experience and knowhow
required to apply and operate the digital infrastructure for medical institutions. For the digital
medical services segment, major challenges include (i) lack of standardize medical records and
prescriptions in primary medical institutions and the lack of market education, making it
difficult for market players to provide full-service support; and (ii) implementation of
diagnosis-related classification, requiring market players to possess technical capabilities to
incorporate functions enabling the use and control of medical insurance budget. For the digital
consumer healthcare products and services segment, major challenges are to precisely locate
helpful medical information and effectively connect online and offline medical resources. For
the digital health management segment, major challenges include (i) the capability of detailed
data collection and proper data analysis and management; (ii) the requirement of the speciality
and reliability of digital health management services to be provided.
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Characteristics of the PRC Digital Healthcare Services Market

The most significant characteristic of the digital healthcare services market in China is
the interconnectivity among the participants of this industry, which is reflected in the following
aspects:

. Connection between online and offline. Connection between online and offline
makes it possible for healthcare services that conventionally take place offline to be
enabled online, which allows both healthcare providers and patients to benefit from
diversified channels of healthcare services. In particular, from the healthcare
provider’s end, it helps to reorganize and optimize the utilization of medical
resources; from the patient’s end, it helps to simplify the onerous procedures when
patients are seeking healthcare services. By and large, the connection between
online and offline healthcare services promotes the overall efficiency of healthcare
system, improving the accessibility of medical resources.

. Connection between inside and outside of medical institutions. Connection
between the inside and outside of the medical institutions is to establish the
continuity of care for post-discharge patients and address their needs for covalescent
care outside the medical institutions. Such connection also focuses on expanding the
tracking of personal data from inside of a medical institution to the outside. By
connecting EMRs inside of medical institutions with personal health data generated
outside of medical institutions, it creates a continuity of personal health data that
captures a more accurate and comprehensive health profile for a person, which
forms the basis of improving healthcare quality in terms of better healthcare
decisions, more coherent health management and efficient expense control. EMRs
are electric medical records generated electronically within a medical institution
when a patient visits a doctor. Personal health data records, on the other hand, are
generated by monitoring body conditions through smart health products in daily life.
Digital healthcare services cover both digital medical services and health
management services to enable the connection of EMRs and personal health data
through an opened digital channel, where doctors can access certain health related
data of patients to gain an accurate and comprehensive understanding of the
patients’ condition.

. Connection among medical institutions. Connection among medical institutions is
the linkage of different tiers of medical institutions and formation of regional
cooperative healthcare service network. Through the sharing of medical information
and opening of mutual transfer channels, the healthcare service network can assist
with hierarchical diagnosis and treatment, improve convenience of patients to
manage chronic diseases, and provide technical infrastructure for telemedicine.
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Accelerated Digitization of the PRC Digital Healthcare Services Market

Digitization is a prevailing means to achieve the interconnectivity among the participants
of the PRC digital healthcare services market. Benefitting from the development of
technologies including communication technology and information technology, digital
platforms become easier to be established for digital healthcare service providers to accelerate
the digitalization of digital medical service market. The demand of digital healthcare services
is driven by upgraded healthcare demands of patients that seek high-quality healthcare services
including speedy and convenient online diagnosis or treatment advices.

Drivers of the digitalization of the PRC digital healthcare services market
The digitization of this market is driven by the following factors:
Technology Development and Upgraded Healthcare Demands

With the advancement of technology infrastructure, information technology is further
integrated with the traditional healthcare industry, which drives innovation and upgrade of
products and service models for digital medical services. Such upgrade is also attributable to
the rising demands for high-quality healthcare services. Through the application of information
technology, hospitals or doctors of different levels are able to communicate and cooperate
smoothly and patients could also access high-quality healthcare services across regions. With
the increasing popularity of Internet and the growing health awareness, digital medical services

are becoming well-recognized and used by more users.
Favorable Government Policies

The PRC government has always attached great importance to improving the operational
efficiency of the healthcare industry by the means of digitization, especially the operational
efficiency of social medical insurance funds, in order to effectively address the difficulty and
expensiveness in seeking medical consultations by patients. In recent years, the PRC
government issued a number of policies to promote the digitization of the industry. For
example, it implemented the standards of Internet hospitals, and opened up online access to
social medical insurance payment, propelling the development of various forms of “Internet +
Healthcare” services and products. In particular, in the backdrop of the COVID-19 pandemic,
the PRC government has published a series of favorable policies, including Notice on
Strengthening Informationization to Support the Prevention and Control of the COVID-19
Pandemic (B INiEAE S AL S350 R e R 22 UL il R 21 B #2 TAERI#EAT) ) and
Notice on “Internet + Diagnosis and Treatment” Consultation Services in the Prevention and
Control of the Pandemic ( CBEFATERE NG By £ H My B0 4E w2 B sk st IR %S TAERYAEAT) ) in
February 2020, and Guiding Opinions on Promoting “Internet+” Medical Insurance Services in
the Prevention of the COVID-19 Pandemic ( < B $E 4 5 el il 28 2 1% B #E A B . [ 516 4+
AR FEERZ R) ) in March 2020. In addition, according to the “Implementation
Guideline for Promoting High-Quality Development of Healthcare Industry (2019-2022)”
issued by NDRC in 2019, it is encouraged to construct healthcare information platforms within
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provinces to connect medical institutions and share medical resources and data through such
platforms, promoting the digitalization and balanced distribution of medical sources within
provinces. These policies focus on the promotion of the digitization progress of the entire
healthcare industry, and particularly the following areas: (i) to promote online voluntary
consulting; (ii) to give full play to the role of online consultation in prevention and control,
scientifically organize online diagnosis and treatment; and (iii) to cover Internet medical
treatment with medical insurance.

COVID-19 Pandemic

During the COVID-19 pandemic, the PRC government implemented strict measures to
control the outbreaks in China, including workplace shutdowns and travel restrictions. The
disruptive impact of the COVID-19 pandemic has exposed a number of vulnerabilities in the
traditional healthcare system and highlighted the need for the whole system to work together.

Faced with significant pressures on the healthcare system, the PRC digital healthcare
services market has witnessed an acceleration of digital transformation across many processes
of healthcare among multiple healthcare participants. During the COVID-19 pandemic, an
increasing number of medical institutions started participating in digital medical platforms and
providing online consultations. This has driven more patients to experience digital medical
services. The acceptance of digital medical by both patients and doctors has increased
significantly, and digital healthcare platforms supplementary to the traditional healthcare
services have also been widely recognized by the PRC government for the value it has brought
about. According to the NHC, the number of Internet hospitals increased over eight times from
158 in May 2019 to more than 1,700 in June 2022. In the backdrop of the COVID-19 pandemic,
the online diagnosis and treatment by third-party platforms increased approximately 17 times
in 2020 as compared to 2019.

Since the outbreak of COVID-19, the National Healthcare Security Administration had
introduced “Internet medical service” in the national medical insurance document for the first
time and implemented detailed policies to support the development of online follow-up
medical services for common and chronic diseases provided by Internet medical institutions for
insured persons. Such policies set up specific goals and guidelines to be reached in the future,
encouraging the digitalization of healthcare going forward. In addition, in response to the
lockdown as affected by the COVID-19 pandemic, healthcare service providers have
accelerated the digitalization of medical services. Remote diagnosis and treatment have been
accepted and will be more widely used after the pandemic due to its high efficiency and
convenience. COVID-19 pandemic leads to the promulgation of relevant government polices
and accelerates the application of healthcare digitalization, and therefore, positive effect on the
digital healthcare services market is expected to continue in the future after the ease of the
COVID-19 pandemic.
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Entry Barriers

New market entrants to the PRC digital healthcare services market are confronted with a
number of barriers, including those relating to:

. Capabilities to empower multiple participants. Market players’ capabilities to serve
and empower multiple participants in the healthcare system are important to attract
participants to their digital healthcare solutions and platforms to achieve growth.
New entrants to the market may experience difficulties in establishing platforms that
integrate patients, medical institutions, medical insurers and local governments and
developing such capabilities in a short period of time.

. Comprehensive healthcare service offerings for the full healthcare cycle. The
failure to provide comprehensive healthcare services over digital healthcare
platforms that cover the full cycle of healthcare may risk discouraging new and
losing existing users, thereby reducing the activeness of such platforms. Existing
market players are often equipped with well-established service offerings and may
find it easier than new entrants to maintain user satisfaction and attract and retain

users.

. Healthcare quality management capabilities. The establishment of a
comprehensive and effective healthcare quality management system is crucial to the
user experience and satisfaction of healthcare services provided, as healthcare
services are treatment outcome oriented. New market entrants may not be able to so
establish such system in an early stage of their business.

. Data accumulation and platform technological capabilities. The access to large
volumes of medical data and technological capabilities to ensure the scalability and
reliability of digital healthcare platforms are vital to the continuous development of
digital healthcare solutions and platforms. In contrast, it is relatively difficult for
new market entrants to acquire such access and capabilities within a short period of
time.
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Competitive Landscape

Among all major players in the PRC digital healthcare services market, diversified
cooperation models arise with different contents and methods. As a city has all the key
participants of the healthcare system including local health administrations (regulators),
medical institutions (healthcare providers), patients (demand) and medical insurers (payers),
such cooperation models are typically at a municipal level, thereby forming municipal-based
systems. According to Frost & Sullivan, Neusoft Xikang ranked first among the five major
players by number of cities with strategic cooperation at municipal level as of September 30,
2022, as illustrated in the following table:

Cities with
Strategic
Cooperation at
Background and Municipal Level
Listing Status Business Model as of September 30,
Major Players” (if applicable) Description 2022 Contents of the Strategic Cooperation
Neusoft Xikang ~ Mainly focused on the ~ Providing cloud 28 Cities Established city-specific cloud hospital
provision of cloud hospital platform platforms, a digital healthcare
hospital platform operation services, infrastructure to facilitate the digitization
services, Internet Internet medical of the local healthcare landscapes. For
medical services, services, health details, see “Business - Our Solutions.”
health management management services
services and smart and smart healthcare
healthcare products products
Company A Established and Providing online 17 Cities Launched digital chronic disease
operated the first medical services and management service model empowered
online hospital in health maintenance by Internet hospitals, with direct
China, with an services settlement by public health insurance in
innovative model of China, where city-based digital
“Internet + Medical consultations, treatment and management
Health”; services to users with certain chronic
incorporated in 2004 diseases can be provided
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Cities with
Strategic
Cooperation at

Background and Municipal Level
Listing Status Business Model as of September 30,
Major Players” (if applicable) Description 2022 Contents of the Strategic Cooperation
Company B Committed to building  Providing retail 7 Cities Established regional Internet hospital to
a health management ~ pharmacy operation improve accessibility of comprehensive
platform that takes services and online healthcare services including medical
medicine and health medical services consultations, health management,
product supply chain chronic disease management, adopted
as the core, and also digitization at primary medical
concentrated on institutions to improve management
digital-driven capability and further utilized big data to
medical services; cooperate with local medical insurance to
listed in Hong Kong better supervise and prevent medical
in December 2020 insurance abuse and fraud
Company C Mainly concentrated ~ Providing Established cooperation at the municipal
on the fields of pharmaceutical level to improve the accessibility of
pharmaceutical direct sales business, healthcare services including medical
e-commerce, medical  pharmaceutical consultation, drug prescription and health
services and digital e-commerce platform management, among other things, thereby
healthcare; listed in business, medical forming the foundation to manage the
Hong Kong through ~ and healthcare residents’ health data at a regional level,
asset injection into a  services business which helps the region better control the
then listed company ~ and pharmaceutical healthcare expenditure, balance the
products tracking healthcare resources and facilitate
and consumer commercial healthcare insurance
healthcare development
Company D Operated as one of Providing online Formed Internet hospital platform to

Source: the Frost & Sullivan report, public filings of companies

leading companies
in the Internet
healthcare industry;
listed in Hong Kong
May 2018

healthcare services,
consumer healthcare
services, health
e-commerce and
health management
and wellness
services

connect with local medical institutions,
which consisted of five modules of
services, namely, online diagnosis,
prescription circulation, health
management, data monitoring and back-
office management

(1)  The identities of peer companies are presented in code names. Even though Companies B to D are listed
companies, the relevant data was not directly extracted from their respective public filings, and was compiled
by Frost & Sullivan based on last available public filings together with subsequent news articles, press
releases, and other public sources, as part of the data compilation methodology of Frost & Sullivan.
Accordingly, as we had not acquired consent from these companies as of the Latest Practicable Date,

unauthorized disclosure may cause potential disputes.
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The following table sets forth further details on our competitive landscape of the PRC

digital healthcare services market in 2021 or as of December 31, 2021, as appropriate, by

sub-industry:

Sub-Industry

Type of market players

Intensity of competition and industry position of our Company

Digital
healthcare
infrastructure
industry

Digital medical
services
industry

Digital health
management
industry

Healthcare IT solution
providers, such as
traditional IT solution
companies with
business footprint in the
healthcare industry as
well as specialized
health-tech companies

Digital medical services
companies, such as
online medical
appointment making and
consultation platform
companies, online
prescription processing
platform companies, and
other companies
providing various
digital medical services

Health management
service companies, such
as franchise of private
health check-up
companies and the
health check-up
departments of public
hospitals

Digital consumer Digital health product

healthcare
products and
services
industry

companies, such as
medical equipment
companies and
traditional IoT product
companies with
healthcare offering

We face competition from competitors across China and the
intensity of competition in this market was rather high. There
were roughly dozens of competitors in such market, while only
very few of them had established strategic cooperation at the
municipal level.

We ranked first in terms of number of cities with city-specific
cloud hospital platforms.

We ranked third in terms of the total number of medical
institutions (including both primary medical institutions and
hospitals) connected to digital healthcare platforms. Our
network of medical institutions covered 3.4% of the total
number of medical institutions in China, while our competitor
that ranked first covered 9.4% of the total number of medical
institutions in China.

We were also one of the few companies whose platform network
was connected to more than 2,000 hospitals in China. Our
network has covered 5.8% of the total number of hospitals in
China.

This market is rather crowded as there were around 100
competitors providing digital healthcare platforms.

We were among the top three players in terms of the number of
medical institutions connected to the platform, and among the
top 15 players in terms of the number of doctors registered with
the platform.

We ranked 13th among the top 15 players in terms of Internet
medical service volume. The annual service volume of the top
five players ranged from 54.8 million to 265.3 million.

Health management service companies can be divided into private
ones operated in a chain manner, and public ones mainly
provided by public hospitals. The market is relatively scattered,
with top three players contributing to less than 15% of the
market share in terms of revenue. This is largely due to offline
nature of health check-up service with leads to limitations on
geographical service coverage. In different regions, the
respective market leaders are subject to restrictions on the
number of physical check-up centers of such region, therefore
exhibiting regional differences.

There are a large number of players in this industry, with different
specializations and business focuses. Sub-industries within this
industry are diversified, including IoT, home-use medical
devices, medical-use devices, and physiotherapy equipment
industries, among other things, leading to a scattered market.
The sub-industries each have their own parameter and criteria
with unique weight assignment to evaluate the top players. For
example, some of the leading players in the home-use medical
devices industry have had little revenue from sales of medical
devices to hospitals, and it will fail to show their competitively
advantageous position if they are ranked within the larger
digital consumer healthcare products and services industry.
Meanwhile, our Company focused on smart healthcare products
targeted at institutional settings including primary medical
institutions and practitioners in rural communities. Compared to
the other players, our business focus is relatively unique and
thus there is no direct competitor with similar business focus.
Accordingly, there is a lack of unified metrics to qualitatively
or quantitatively assess the rankings of specific players in this
industry to meaningfully and accurately reflect the competitive
landscape.
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DIGITAL HEALTHCARE INFRASTRUCTURE INDUSTRY
Overview

Digital healthcare infrastructure industry refers to the infrastructure system that uses
digital technology as the core and meets healthcare needs through digital means. The digital
healthcare infrastructure serves to develop the healthcare industry, enhance national health
awareness, and realize universal and equitable access to healthcare. Digital healthcare
infrastructure is the base of digital healthcare services. Digital healthcare infrastructure
includes a set of fundamental facilities and systems for healthcare purposes that is based on
digital technology, network technology, communication technology, electronic technology and
information technology. It is an innovative modern service system that is driven by healthcare
digitalization.

Benefitting from the development of digital healthcare infrastructure, the digital
healthcare platforms have been upgraded to contain extended functions by providing multiple
series of healthcare services, as opposed to merely carrying out basic functions such as
establishing a hospital information system. In particular, through digital healthcare
infrastructure, medical data can be shared among different specialities in medical institutions
or even among different medical institutions to diminish the information gap in the healthcare
system through such connectivity.

The digital healthcare infrastructure industry is the largest component of the digital
healthcare services market in China. According to Frost & Sullivan, the size of the PRC digital
healthcare infrastructure industry reached RMB80.4 billion in 2021 and is expected to increase
to RMB631.7 billion in 2030, at a CAGR of 25.7%. The following diagram sets forth the
historical and forecast market size of the PRC digital healthcare infrastructure industry from
2017 to 2030:

Period CAGR
o 2017-2021 17.0%
RMB in billions 2021-2030E 25.7%
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Source: the Frost & Sullivan report
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Future Trends
The PRC digital healthcare infrastructure industry has demonstrated the following trends:

. Expansion and integration. Various top medical institutions and primary medical
institutions are expected to join the digital healthcare platforms, thereby sharing the
same pool of resources and patient demands, which is expected to further attract
additional medical institutions to the platforms. Meanwhile, various functions are
expected to be integrated into digital healthcare platforms to maximize the value of
the platforms optimized by information technologies.

. Standardization. Standardization is expected to improve the quality of medical data,
leading to better cooperation between digital healthcare platforms and hospital
information systems, public health systems as well as social medical insurance
systems. In addition, the advocacy by the PRC governments in respect of patient
sorting is expected to lead to further standardization of the diagnosis and treatment
processes. Clinical guidelines are also expected to establish standard treatment
paradigms of different diseases.

. Specialization. With the increasing demand of realizing the life-cycle management
of different diseases and delivering patient-centric care, healthcare services are
becoming more specialized. To align with such trend, it is expected that healthcare
infrastructure providers will be able to offer corresponding software services to
facilitate clinic cooperation and whole process management of certain diseases,
enhancing the specialization of healthcare.

. Data protection. Protection of patient records and privacy has long been raised as
a paramount issue, since it helps to maintain the fundamental fiduciary doctor-
patient relationship. Thus, in order to maximize the benefit of such infrastructure, it
is expected that infrastructure service providers will enhance data security,
addressing privacy issues.

Entry Barriers

New market entrants to the PRC digital healthcare infrastructure industry are confronted
with a number of barriers, including those relating to:

. Capability to attract customers. Public medical institutions still dominate China
healthcare’s system, which means that the digital healthcare infrastructure business
heavily relies on public bidding and brand reputation to attract customers. Medical
resources, knowledge and experience in healthcare industry, and general client
acquisition capabilities are critical to attract new customers.

. Multi-disciplinary technique. The application and operation of digital healthcare
infrastructure in medical institutions requires software and hardware techniques, and
the experience and know-how to integrate into healthcare services are also important
for a market player to serve medicals institutions.
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. Service coverage. Integration of digital healthcare infrastructure with healthcare
services enables offline healthcare services to move online, improving accessibility
and convenience. To achieve this, a series of functions including digital connection
among different entities to break isolation of a sole medical institution and efficient
internal informatization, need to be systematically realized. Market players with
one-stop service coverage are preferred due to better compatibility among different
function modalities and lower vendor management costs from customers’
perspective.

. First mover advantage. Platforms providers who establish platforms early, address
fundamental demands of customers and build business relationships with
stakeholders of the healthcare system are expected to take the lead in the digital
healthcare infrastructure market. This is because the complexity of the healthcare
system as well as the scale and depth of involvement by various parties make it
difficult and costly for existing platform participants to switch to new platforms.

DIGITAL MEDICAL SERVICES INDUSTRY
Overview

Digital medical services could be efficiently delivered through digital healthcare
platforms, which connect hospitals and other medical institutions, medical professionals and
patients in China to aid the healthcare system to achieve greater productivity and efficiency.
In particular, with the advancement of digital technology, healthcare services that
conventionally take place offline are enabled online. The entire process from registration to
medicine pick-up can be digitized to resolve the current pain points of the PRC healthcare
services industry by building up a linkage between online and offline services, controlling
medical expenses and breaking information barriers. According to Frost & Sullivan, the size
of the PRC digital medical services industry reached RMB31.7 billion in 2021 and is expected
to increase to RMB504.8 billion in 2030, at a CAGR of 36.0%. The following diagram sets
forth the historical and forecast market size of the PRC digital medical services industry from
2017 to 2030:

Period CAGR
- 2017-2021 76.1%
RMB in billions 2021-2030E 36.0%
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Source: the Frost & Sullivan report
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Digital medical services have the following advantages:

. Improve medical resource distribution. Digital healthcare platforms can effectively
integrate resources and break time and geographical restrictions. On such platforms,
doctors can use fragmented spare time to conduct consultations and follow-ups,
thereby increasing the supply of medical resources. The platforms can also match
the supply and demand, so that patients in remote areas can enjoy quality healthcare
services by seeking diagnosis online, overcoming the problem of uneven
distribution of medical resources.

. Optimize medical procedures. Digital healthcare platforms can help transfer some
offline services online, such as appointment registration, result check and payment,
which are typically time-consuming and laborious, thereby shortening the waiting
time of patients at the hospitals and improving the overall experience.

. Save costs for insurance fund. Digital healthcare platforms can accumulate and
store health data. Integrating data and AI technology can provide support for cost
savings for medical expenses and insurance funds to potentially alleviate the
expected deficit of the social media insurance.

. Weaken the information asymmetry. Information barriers often exist between
patients and doctors, and diagnosis and treatment is often based on the doctors’
knowledge and experience. Through the digital healthcare platforms, patients can
seek experts’ advice in different fields concurrently based on their own needs.

Digital healthcare platforms can effectively collect, store, transmit and integrate the
information of patient’s personal medical records, as well as health economic information from
payers, and incorporates all such information into healthcare database, thereby optimizing the
user experience of both patients and payers. Moreover, digital healthcare platforms can
regularly handle daily issues of hospital management to improve administration efficiency.
Digital healthcare platforms may help integrate patients, providers and payers to form a
regional healthcare system at a municipal scale, namely a municipal-based healthcare system.
The municipal-based healthcare system typically has the followings features:

. From the patients’ side. Due to the improved public healthcare accessibility through
digital healthcare platforms and services, patients could seek follow-up
consultations of chronic diseases in the city they live in, thereby improving
convenience and healthcare service experience.

. From the providers’ side. The municipal-based healthcare system established based
on city-level hospital clusters can alleviate the distribution imbalance of medical
resources by sharing them with all hospitals in the area.

. From the payers’ side. The payment from insurance is expected to be approved,
processed and controlled at a municipal level through the digital healthcare
platforms and services, which may potentially relieve the expected deficit of the
social medical insurance.
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The following diagrams set forth breakdowns of medical institutions into public and
private sectors and a breakdown of patient visits by type of medical institutions in 2021:

Breakdown of Primary Medical Breakdown of Hospitals in China, 2021
Institutions in China, 2021

468,662

47.9%

m Public institutions = Public institutions
® Private institutions = Private institutions

Breakdown of Patient Visits at Hospitals and
Primary Medical Institutions in China, 2021

Unit: Patient visits in thousands

2,958,744
36.4%

= Public institutions
= Private institutions

Source: the Frost & Sullivan report

Note: Primary medical institutions include community healthcare centers, community healthcare stations, township
clinics, and other clinics (such as Chinese medicine clinics, and general clinics, among other things). In
particular, the community healthcare centers and township clinics mainly fall within the public sector, while
other clinics and community healthcare stations mainly fall within the private sector.
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Future Trends

The PRC digital medical services industry have demonstrated the following trends:

. Further improvement in the healthcare service payment system. Driven by
favorable government policies, the integration of digital medical services with social
medical insurance in various regions is expected to be accelerated. The publication
of such favorable policies is expected to significantly improve the social medical

insurance system in the future to cover more types of digital medical services.

. Increased prevalence of health-oriented digital medical service model and rapid
expansion of digital chronic disease management model. In the future, the
health-oriented digital medical service model is expected to extend to more regions
and cover larger populations. Furthermore, the online and offline digital chronic
disease management services are expected to develop rapidly in light of the aging
population and enhanced health management awareness of the public.

. Rapid development of healthcare services and specialty healthcare services. Due
to the increase of disposable income per capita and the enhancement of health
awareness, the future healthcare services market is expected to further expand to
meet the diversified healthcare needs. Customer demand is likely to expand from
disease treatment to health management, which focuses on high-end or specialty

healthcare services, such as assisted reproductive services and medical tourism.

Entry Barriers

New market entrants to the PRC digital medical services industry are confronted with a
number of barriers, including those relating to:

. First mover advantages. In order to solve the data silo issue caused by discouraged
sharing of information, digital healthcare platforms need to be joined by as many
hospitals as possible to gain sufficient scale of healthcare data. As a result,
well-developed platforms are able to occupy a large share of the digital medical
services market and efficiently lower the operating costs of the platforms.

. Extensive specialized departments. Along with the continuous advancement of
medical research, the specialized departments of hospitals subdivide, even spin off
into separate specialized hospitals. As digital healthcare platforms provide personal
healthcare solutions to patients with all sorts of injuries and illnesses, the
therapeutic areas of such platforms need to be comprehensive, which is hard to
achieve for new entrants.
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. Grasping municipal-based access. Due to the trend of establishing municipal-based
healthcare systems, the municipal-based access by market players is becoming
critical to their business development. New entrants to the market may experience
difficulties in successfully accessing city-based healthcare systems through their
platforms.

. Data protection. For digital healthcare platforms, huge amounts of data from
patients and institutions are collected and stored. Such data are strictly confidential
for not only the patients but also the whole nation. New entrants may not be able to
achieve the capabilities to ensure the security of the healthcare data on their
platforms within a short period of time as the existing market players.

DIGITAL CONSUMER HEALTHCARE PRODUCTS AND SERVICES INDUSTRY
Overview

Digital consumer healthcare products and services effectively integrate online and offline
resources by providing non-public funded, non-therapeutic and market-oriented healthcare
services including health check-ups, cosmetic medicine, and cancer screening and detection,
among other things. Empowered by digital platform technologies, the digital consumer
healthcare products and services market is expected to attract more potential consumers and
experience sustainable growth.

The digital consumer healthcare products and service industry is the smallest component
of digital healthcare services market in China, while it is expected to expand rapidly in the
future with phenomenal potential. According to Frost & Sullivan, the size of the PRC digital
consumer healthcare products and service industry reached RMB12.4 billion in 2021 and is
expected to increase to RMB352.6 billion in 2030, at a CAGR of 45.0%. The following
diagram sets forth the historical and forecast market size of the PRC digital consumer
healthcare products and service industry from 2017 to 2030:

Period CAGR
s 2017-2021 46.8%
RMB in billions 2021-2030E 45.0%
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Source: the Frost & Sullivan report
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Future Trends

The PRC digital consumer healthcare products and services industry has demonstrated the
following trends:

. Consolidation of consumer healthcare services. Offline consumer healthcare
services are typically specialized in a specific field, such as specialized health
check-ups. The migration of such services to online is expected to accelerate the
consolidation of these services by market players to capture the diversified demands
from customers.

. Synergy with other segments in the digital healthcare services market. As a
supplement to medical services, digital consumer healthcare products and services
are expected to generate synergies with the other segments in the digital healthcare
services market. Moreover, in light of the improving health awareness of residents,
consumer healthcare services are expected to be integrated with other types of
digital healthcare services in a more convenient manner.

Entry Barriers

New market entrants to the PRC digital consumer healthcare products and services
industry are confronted with a number of barriers, including those relating to:

. Coverage of preventive care. The ability to provide service coverage of preventive
care is crucial to competing in the digital consumer healthcare products and services
market. New market entrants may not be able to accumulate sufficient medical
resources to provide such coverage.

. Ability to establish a continuity of care. Along with rising health awareness and an
aging population, the needs for continuing health management grow significantly,
and the ability of market players to address such needs is important to attract
customers. New entrants may not have the required resources to acquire such ability.

. Capability to target and maintain customers. Existing market players may
capitalize on the health profiles of customers generated in the course of their
provision of digital consumer healthcare products and services to provide services
that more accurately match with the respective customer’s needs. However, new
market entrants may not be able to achieve the capability within a short period of
time.
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DIGITAL HEALTH MANAGEMENT INDUSTRY
Overview

Digital health management via smart healthcare products and services refers to (i)
healthcare products that are enabled by the Internet and Internet of Things technology, thereby
making them digital, people-centric and visualized, and (ii) healthcare services provided based
on health monitoring devices with emerging technologies such as Internet of Things, cloud
computing and mobile Internet. Smart healthcare products and services can help build a
person-centric healthcare management system, thereby enabling customers to effectively and
conveniently manage health conditions. According to Frost & Sullivan, the size of the PRC
digital health management industry reached RMB15.9 billion in 2021 and is expected to
increase to RMB187.5 billion in 2030, at a CAGR of 31.5%. The following diagram sets forth
the historical and forecast market size of the PRC digital health management industry from
2017 to 2030:

Period CAGR
RMB in billions 2017-2021 33.3%
2021-2030E 31.5%

200

187.5

150

100

504

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

Source: the Frost & Sullivan report

Future Trends
The PRC digital health management industry has demonstrated the following trends:

. Application in broader settings. Driven by the diverse demand of customers for
health monitoring and light healthcare services on a daily basis, customers expect
smart health products and services to apply to more settings. This is expected to lead
to the emergence of more types of smart health products with new functionalities
and greater service utilization.
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. Increased connectivity of healthcare data. Health data generated from smart
healthcare products were historically siloed and unable to be automatically stored or
integrated into the customers’ medical records. In light of the growing customer
needs to establish a continuous health profile to allow more precise medical
decision-making, health management is expected to be connected to digital
healthcare platforms.

. Emphasis on the value of services. The increasing use of smart healthcare products
is expected to drive the flow of medical data to healthcare providers, and encourage
them to provide more value-based personalized healthcare solutions to customers in
the long term.

Entry Barriers

New market entrants to PRC digital health management industry are confronted with a
number of barriers, including those relating to:

. Strict supervision and rigorous regulation. The safety and quality of healthcare
products and services are vital as they concern the health of people, and has always
been the top priority of supervision and regulation. New entrants may need to incur

substantial compliance costs initially, which can be detrimental to their businesses.

. Scaled organization and standardized management. Existing market players are
often established players in other health segments with cross-regional presence and
may find it easier to create synergies with their digital health management business,
which may not be the case for new entrants.

. Endorsement of medical institutions. Due to the requirement of precision in the
healthcare industry, the quality of data output by many smart healthcare products
may not be sufficient to be directly utilized by medical institutions. Accordingly,
endorsement from medical institutions is crucial to the development of digital health

management, which may be difficult for new market entrants to obtain.

. Data safety and privacy protection. As digital health management directly acts on
the customers, providers of such products and services are required by laws and
regulations to implement strict protection measures regarding the access to sensitive
and confidential user information. New market entrants may incur substantial
compliance costs to ensure data security as required.
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SOURCES OF THE INDUSTRY INFORMATION

We engaged Frost & Sullivan, an independent market research consultant, to conduct an
analysis of, and to prepare a report upon, the general health and wellness, healthcare services
and digital healthcare services markets in China for use in this document, which was
commissioned by us for a fee of RMB840,000. Frost & Sullivan prepared its report based on
data released by government institutions and non-government organizations and its primary
research.

Forecasts and assumptions included in the Frost & Sullivan report are inherently
uncertain because of events or combinations of events that cannot be reasonably foreseen,
including, without limitation, the actions of government, individuals, third parties and
competitors. Specific factors that could cause actual results to differ materially include, among
other things, risks inherent in the general health and wellness, healthcare services and Internet
healthcare industries in China, financing risks, labor risks, supply risks, regulatory risks and
environmental concerns.

Except as otherwise noted, all of the data and forecasts contained in this section are
derived from the Frost & Sullivan report. Our Directors confirm that after taking reasonable
care, there is no material adverse change in the overall market information since the date of the
Frost & Sullivan report and up to the date of this document that would materially qualify,

contradict or have an impact on such information.
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REGULATIONS RELATING TO HEALTHCARE SERVICES
General Policies

According to the Guiding Opinions on Vigorously Advancing the “Internet Plus” Action
( BB B B A AE M A [ BB A+ ) ATEAYF5 835 5L) ) issued by the State Council on July 1,
2015, Internet enterprises are encouraged to cooperate with medical institutions in establishing
online medical information platforms, strengthen the integration of regional healthcare service
resources, and make full use of the Internet, big data and other means to improve the capability
to prevent and control severe diseases and unexpected public health incidents.

Pursuant to the Opinions on Promoting the Development of “Internet Plus Health Care”
CBRHS e 2 o AR < T M A+ B PR A R 5 SR (W 2 5L) issued by the General Office of the
State Council on April 25, 2018, medical institutions are encouraged to apply the Internet and
other information technologies to expand the space and content of medical services, and to
develop an online-offline integrated medical service model covering stages before, during and
after diagnosis. In addition, Internet hospital are permitted to develop on the basis of medical
institutions. Medical institutions may adopt Internet hospital as the second name and, on the
basis of physical hospitals, provide safe and customized medical services by applying Internet
technology. Moreover, medical institutions are allowed to provide online follow-up diagnosis
services to patients with some common diseases and chronic diseases. After reviewing
documents of the medical records and profiles of patients, doctors are allowed to prescribe
online for some common diseases and chronic diseases.

Pursuant to the Circular on Launching the Pilot Program of “Internet Plus
Nursing Services” ( B G A fat i 22 > BERH 17 B e B A+ s S IR Sl 6 TAE R ) )
promulgated by the General Office of NHC on January 22, 2019, provinces including Zhejiang
are designated as pilot areas, and the local health administrations of which may designate
physical medical institutions that have obtained the Practicing License for Medical Institutions
and are capable of providing certain relevant services to provide “Internet Plus Nursing
Services” in reliance of Internet information technology platform. The Circular on Further
Launching the Pilot Program of “Internet Plus Nursing Services™ ( <[5 5 4z i 5 2 Je /N S
A HE— 25 i B A+ R PR 5 B LA Y% A) ), promulgated by the General Office of
NHC on December 8, 2020, extends the pilot period to December 2021.

Guiding Opinions on Actively Promoting the Payment with Medical Insurance for
“Internet Plus” Medical Services ( [BZ2 5 L [ = [ A A b 4FE 2 1k 48+ B i IR S 88 1 =2
T TAEM$8E R ) ), promulgated by National Healthcare Security Administration on
October 24, 2020, aim to steadily expand the payment scope of medical insurance funds, on the
basis of the regulated development of “Internet Plus” medical services and the improvement of
medical insurance management and payment capacity. The processing of “Internet Plus”
prescriptions for follow-up medical treatment is encouraged. On February 28, 2020, National
Healthcare Security Administration and the NHC jointly issued the Guiding Opinions on
Providing “Internet Plus” Medical Insurance Services during the Period of Prevention and
Control of the COVID-19 Pandemic ( (B E RJr ~ [ 51 A= ok R 22 B A HHEAERf e i 2R 72 195
7 422 1A ] B < M A+ B AR IR 5 1 45 2828 L) ), pursuant to which eligible “Internet Plus”
medical service charges may be included into the payment scope of medical insurance funds
during the period of prevention and control of the COVID-19 Pandemic.
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Pursuant to The 13th Five-year Plan for Health and Wellness ( € [+ =] f&/EBL{gHE
#i#|) ) (the “Plan”), promulgated by the State Council on December 27, 2016, which aims to
strengthen the informatization of healthcare and medical industry and fully implement
“Internet Plus” medical and healthcare services for the benefit of the people. The Plan also
encourages the establishment of regional online medical service platform and enhances the
flow of high-quality healthcare resources to mid-west areas of the PRC as well as the rural
areas. On July 17, 2018, the National Health Commission (the “NHC”) and the National
Administration of Traditional Chinese Medicine jointly promulgated three documents,
including the Measures for the Administration of Internet Diagnosis and Treatment (Trial)
( CHBEZEEPHEGATT)) ), the Measures for the Administration of Internet Hospital
(Trial) ( CHEA BB HHMHEGUT)) ) and the Rules for the Administration of Telemedicine
Services (Trial) ( CEFERBHNMATE I A (F1T)) ). Pursuant to the Measures for the
Administration of Internet Hospital (Trial), “Internet hospital” include: (a) Internet hospital
adopted as the second name of physical medical institutions, and (b) Internet hospital that are
independently established on the basis of physical medical institutions.

Internet Hospital

According to the Measures for the Administration of Internet Hospital (Trial), to apply for
establishing an Internet hospital, it is required to submit an application to the competent
government authority which the physical medical institution that supports such Internet
hospital registers with. Once the application is approved, if such Internet hospital is the second
name of a physical medical institution, its original medical institution establishment approval
letter will be added a legend indicating such second name; and if such Internet hospital is
independently established on the basis of a physical medical institution, an approval for
establishment of medical institution will be granted.

The health administrative department of the State Council and the competent departments
of traditional Chinese medicine shall be responsible for the supervision and administration of
the Internet hospital nationwide, and the local health administrative departments at all levels
(including the competent departments of traditional Chinese medicine) shall be responsible for
the supervision and management of Internet hospital within their respective jurisdictions. In
addition, health administrative department at provincial level shall set up provincial Internet
medical service supervision platform, which connects to platforms of Internet hospitals.
Through such supervision platform, health administrative department at provincial level may
supervise the Internet hospitals, jointly with the registration authorities, focusing on certain
aspects including personnel, prescription, medical activities, protection of patient privacy and
information security.

In terms of practicing rules on Internet hospital, the Measures for the Administration of
Internet Hospital (Trial) provides that where a third-party institution jointly establishes an
Internet hospital on the basis of a physical medical institution, it shall provide the physical
medical institution with professional personnel including physicians and pharmacists, and
information technology services. Such third-party institution and the physical medical
institution shall specify rights and obligations between parties on areas including medical
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services, information security, and privacy protection through agreements. Moreover, Internet
hospital shall adopt information security protection measures for Level 3 information system
in accordance with relevant information security laws and regulations, including completion of
filings with local public security authorities. Doctors can provide follow-up diagnosis services
through Internet hospital only for patients that have been diagnosed with certain common
diseases or chronic diseases, unless the patients are in physical hospitals and the doctors in the
physical hospital invites other doctors to provide diagnosis services through Internet hospital.
The operation of Internet hospital shall also comply with Administrative Regulations on
Medical Institutions ( (B HEMEE]) ) and Implementation Measures of the
Administrative Regulations on Medical Institutions ( CEREHMEEHREIERRANA]) ).
Additionally, the Basic Standards for Internet Hospital (Trial) ( < F.HAY % B B AR AE Gl
1T)) ) as attached to the Measures for the Administration of Internet Hospital (Trial) sets forth
specific requirements for diagnosis and treatment items, departments, personnel, buildings and
device and equipment, and internal rules and systems of Internet hospital.

On February 8, 2022, the NHC and the State Administration of Traditional Chinese
Medicine jointly published the Implementation Rules for Supervision of Internet Diagnosis and
Treatment (the “Implementation Rules™) ( CHB R B A 40 HI]) ), which aim to provide
clearer regulatory guidance for Internet diagnosis and treatment under existing regulations
including the Measures for the Administration of Internet Diagnosis and Treatment (Trial)
( CHBEZEEPHLGATT)) ) and the Measures for the Administration of Internet Hospital
(Trial) ( CHIBHAE 5 B E ML GAT)) ). The Implementation Rules specify requirements on
supervision over aspects including medical institutions, medical practitioners, operations,
quality and safety of Internet diagnosis and treatment services. For example, (i) provincial
health administrations shall set up Internet medical service supervision platforms to supervise
local medical institutions providing Internet diagnosis and treatment services, and such
medical institutions shall upload certain information such as the Practice License for Medical
Institution to the platform; and (ii) Internet hospital adopted as the second name of a physical
medical institution shall be examined by local health administration concurrently with the
examination of the physical medical institution, and Internet hospital that is independently
established on the basis of physical medical institution shall be examined annually by local
health administration. In addition, some requirements under the Implementation Rules are not
applicable to us as we do not use Al technology to provide consultation services.

Pursuant to the Notice on Effectively Conducting the Internet Medical Service ( {#i{LH
i A R e I =S R P L B A eIk B LAERYIESN) ) promulgated by the General Office
of Zhejiang Health Commission on January 11, 2019, the Internet hospital and the medical
institution which is qualified for the online diagnosis may carry out Internet medical service
through Zhejiang Internet hospital platform, a unified platform set up by Zhejiang Health
Commission. Physical medical institution which establishes an online medical service platform
on its own or through cooperation with a third-party institution, shall set up data interface with
the Zhejiang Internet hospital platform.
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On October 16, 2019, the Health Commission of Liaoning Province promulgated the
Announcement on Matters Concerning Launching the Internet Medical Service Supervision
Platform of Liaoning Province ( (¥E%EE O BERIRGEE & E4HEITA®) ) (the
“Liaoning Announcement”), which details the requirements of data connection and information
security of Internet hospital. Pursuant to the Liaoning Announcement, each Internet hospital in
Liaoning shall connect to the provincial supervision platform on Internet medical service and
ensure the accuracy and completeness of the healthcare service data uploading to the Provincial
Supervision Platform. The Internet Hospital shall strictly comply with the relevant laws and
regulations in the PRC on information security and confidentiality of medical data, and
appropriately store patients’ information, and shall not illegally trade or disclose patients’
information.

Medical Institutions

According to the Administrative Regulations on Medical Institutions (Revised in 2016),
hospitals, health centers, sanatoriums, out-patient departments, clinics, health clinics, health
posts (rooms) and first aid stations are medical institutions. The health administrative
departments of the local people’s governments at or above the county level shall be responsible
for the supervision and administration of the medical institutions within their respective
administrative regions. The establishment of medical institutions by entities or individuals
shall be subject to the examination and approval of the health administrative department of the
local people’s governments at or above the county level and obtain the approval for
establishment of medical institutions. Furthermore, the practice of medical institutions shall
complete the registration and obtain Practicing License for Medical Institution (%5 FHHEH 2E
#Fr] 7). Where the practicing is without authorization or obtaining the Practicing License for
Medical Institution, the health administrative department of the people’s government at or
above the county level must cease its practicing activities and confiscate the illegal incomes,
medicines and medical devices in accordance with the law, and it can be imposed fines less
than RMB10,000 in light of the circumstances. Medical institutions must conduct medical
diagnosis and treatment activities in accordance with registered and approved subjects and
shall not employ non-medical technical personnel in medical and health technical work. The
Practicing License for Medical Institution is subject to periodic examinations and verifications
by registration authorities pursuant to the Administrative Measures for Verification of Medical

Institutions (For Trial Implementation) ( EBEHEMEAE B HHHLGUIT)) ).
License for Radiotherapy

According to Administrative Measures on the Radiotherapy ( {HUNZEEIEIE) ),
which was promulgated by the MOH on January 24, 2006 and amended on January 19, 2016
by NHFPC, medical institutions engaged in the radio diagnosis and radiotherapy shall have
conditions corresponding to the radiological diagnosis and treatment services. Prior to carrying
out radiodiagnosis and radiotherapy, medical institutions shall submit relevant materials,
including but not limited to the Practicing License for Medical Institution or the approval for
establishment of medical institutions, the list of radiodiagnosis and radiotherapy equipment
and apply for the License for Radiotherapy ({172 #2757 Al #) issued by the competent public
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health administrative authorities. Medical institutions shall be respectively equipped with the
corresponding equipment in carrying out different kinds of radiodiagnosis and radiotherapy.
After obtaining the License for Radiotherapy, medical institutions shall undertake registration
of the relevant diagnosis and treatment items with health administrative and registration
authorities, which issued the Practicing License for Medical Institution. The License for
Radiotherapy and the Practicing License for Medical Institution shall be verified at the same
time.

Radiation Safety License

According to Regulations on the Safety and Protection of Radioisotopes and Radiation
emitting Devices ( USRI 3R B4R 26 B 22 2 FN 7 s 6 511) ), which was promulgated by
the State Council on September 14, 2005 and last amended on March 2, 2019, and Measures
for Administration of the Safety Licensing of Radioactive Isotopes and Radioactive Equipment
( CTBCHPERI; 2R B SR B2 2 vl 3F%) ), which was promulgated by the State
Environment Protection Administration on January 18, 2006, last amended on January 4, 2021
by the Ministry of Environmental Protection and Ministry of Ecology and Environment
respectively, any entity conducts activities of production, sale, and use of radioactive isotopes
and radial equipment within the territory of PRC shall obtain the Radiation Safety Licenses (1

S ERFATRE).
Medical Insurance and Medical Liability Insurance for Urban Employees

According to the Interim Measures for the Administration of Medical Insurance
Designated Medical Institutions and the Provision of Basic Medical Insurance for Urban
Employees ( BRI T EEAC B8 e 0R B B B RS I AT HHE) ), which was promulgated
by the Ministry of Labor and Social Security on May 11, 1999, to provide medical services to
urban employees with basic medical insurance, medical institutions shall obtain the license for
qualifying as a designated medical institution. However, pursuant to the Decision of the State
Council on Canceling the First Batch of 62 Items Subject to Administrative Examination and
Approval of Local Governments Designated by the Central Government ( <[Z7%5 B¢ B A 55— 41t
BT 62 T8 H Y48 0 b 5 BB T L SR JE AU € ) ), which was promulgated by the State
Council on October 11, 2015 and the Guiding Opinions of the Ministry of Human Resources
and Social Security on Improving the Management of Designated Medical Institutions and
Pharmacies of Basic Medical Insurance through Agreements ( <A J7 &R ANt & O/ B 50 B 7~ 58
5 FE AR B PR AR I o B R A I R PR FE 8 /) ) promulgated on December 2, 2015, the
license for qualifying as a designated medical institution to provide medical service to urban
employees with basic medical insurance was cancelled. Agencies and the medical institutions
should strictly comply with the stipulations in the service agreement and perform the
agreement seriously. The defaulting party shall be held liable to the violations of the
agreement.
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Patient Diagnosis Service

According to the Measures for the Administration of Internet Diagnosis and Treatment
(Trial), Internet diagnosis and treatment activities shall be provided by the medical institutions
that have obtained a ‘“Practicing License for Medical Institution”, and the Internet-based
diagnosis services provided by a medical institution shall be consistent with its diagnosis
subjects. Physicians and nurses carrying out Internet diagnosis and treatment activities shall be
able to be found in the national electronic registration system of physicians and nurses. A
medical institution shall conduct electronic real-name verification for the medical staff

members carrying out Internet diagnosis and treatment activities.

According to the Measures for the Administration of Internet Hospital (Trial), Internet
hospital must inform the patients of the risks and obtain their consents. When a patient receives
medical treatment in a physical medical institution and the physician receiving such patient
invites other physicians to hold group consultation of physicians through the Internet hospital,
the physicians attending the group consultation may issue diagnosis opinions and a
prescription; and when a patient does not receive medical treatment in a physical medical
institution, a physician may only provide subsequent visits for a patient of some common
diseases and chronic diseases through the Internet hospital. Internet hospital may provide
contract signing service for family doctors. When a patient’s condition changes or there are
other circumstances under which online diagnosis and treatment services are inappropriate, the
physician shall direct the patient to receive medical treatment in a physical medical institution.
Internet diagnosis and treatment activities shall not be carried out for any patient receiving

initial diagnosis.

According to the Interim Provisions of Management of Physical Examination ( {fi}E#
F P AT RIE ) ), which was promulgated by the MOH on August 5, 2009 and came into
effect on September 1, 2009, the registration authority shall examine and assess the medical
institutions, if the medical institution is eligible for conducting physical examination,
permission shall be issued and registration shall be added to remarks column of the counterpart
of the Practicing License for Medical Institution.

Medical Practitioners

On June 26, 1998, the Standing Committee of the National People’s Congress (the
“SCNPC”) issued the Law on Licensed Medical Practitioners of the People’s Republic of China
(the “Licensed Medical Practitioners Law”) ( {"F#E A RILAIEEEEMTE) ), effective on
May 1, 1999, and amended on August 27, 2009. According to the Licensed Medical Practitioners
Law, when taking medical, preventive or healthcare measures and when signing relevant medical
certificate, the licensed medical practitioners shall conduct diagnosis and investigation
personally and fill out the medical files without delay as required. No medical practitioners may
conceal, forge or destroy any medical files or the relevant data. The Licensed Medical
Practitioners Law was repealed by the Law on Doctors of the PRC ("3 A R ILFIE BEhfivk),
which was issued by the SCNPC on 20 August 2021 and came into effective on 1 March 2022.
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On November 5, 2014, the National Health and Family Planning Commission of PRC (the
“NHFPC”, currently known as the NHC), the National Development and Reform Commission
(the “NDRC”), the Ministry of Human Resources and Social Security, the State Administration
of Traditional Chinese Medicine, and the China Insurance Regulatory Commission (currently
known as the National Administration of Financial Regulation), jointly issued Several
Opinions on Promoting and Standardizing Multi-Place Practice of Physicians ( 4RI & 5
fifi 2 B EM A T2 ) ), which puts forward to simplify the registration procedure of the
multiple place practice and proposes the feasibility of exploring the “record management”.
According to Administrative Measures for the Registration of Medical Practitioners ( & Rlis
A EEHEL) ), promulgated by the NHFPC on February 28, 2017, effective on April 1,
2017, medical practitioners shall obtain the Practice Certificate for Medical Practitioners (%
Ali#L 2575 3) to practice upon registration. Person who fails to obtain the Practice Certificate
for Medical Practitioners shall not engage in medical treatment, prevention and healthcare
activities. A medical practitioner who practices for multiple institutions at the same place of
practice shall determine one institution as the main practicing institution where he or she
practices, and apply for registration to the administrative department of health and family
planning approving the practice of such institution; and, for other institutions where the
medical practitioner is to practice, respectively apply for recordation to the administrative
health and family planning authority approving the practice of such institution, indicating the
names of the institutions where he or she is to practice. If a medical practitioner practices in
an additional institution not at the registered place of practice, he or she shall apply for
registering such addition to the administrative health and family planning authority approving
the practice of such institution.

According to Administrative Measures for the Nurse Practice Registration ( i L35
A HHEL) ), nurses may undertake nursing work at the registered place of practice after
obtaining the Practice Certificate for Nurses upon practice registration. Furthermore, pursuant
to Implementing Measures of Zhejiang Province for the Regional Registration of Nurses ( #f
VLA o - [ sk B E#E2:) ), when a nurse practices in any medical institution within the
administrative region of Zhejiang Province, the practice registration is valid in the whole
province, and the nurse may practice in several medical institutions within the administrative

region of Zhejiang Province upon filing with government authorities.
Prescription Management

For the purpose of regulating the administration of prescriptions, the Measures for the
Administration of Prescriptions ( CEETEFRIHE) ) (the “Measures”) was released by the
MOH on February 14, 2007 and as effective from May 1, 2007. Under the Measures, a certified
medical practitioner shall obtain the corresponding prescription right at the registered practice
place and the certified medical practitioner shall issue prescriptions according to the
requirements of medical treatment, disease prevention, healthcare, and subject to the treatment
standards and drug instructions.
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REGULATIONS RELATING TO INTERNET PHARMACEUTICAL TRANSACTION
SERVICES

According to Interim Provisions on the Examination and Approval of Internet
Pharmaceutical Transaction Services ( (H.IgiAH%E 5 38 5 IR FHMEATHIE) ), promulgated
by the China Food and Drug Administration (the “CFDA”, now known as National Medical
Productions Administration, or the “NMPA”) on September 29, 2005 and effective since
December 1, 2005, the enterprises engaging in the internet pharmaceutical transaction service
shall be subject to examination and acceptance, and obtain the Qualification Certificate for
Providing Internet Pharmaceutical Transaction Services (‘FI#%E i 3¢ ) IRES B A s w5 5.
The CFDA is in charge of examination and approval of the services provided for Internet
pharmaceutical transactions among drug manufacture enterprises, drug distribution enterprises
and medical institutions, and the drug administrative departments at provincial level shall
conduct the examination and approval of the Internet pharmaceutical transaction services
provided by drug manufacture enterprises and drug wholesales enterprises to third-party
enterprises through their own websites, as well as by enterprises to individual consumers. After
obtaining the Qualification Certificate for Providing Internet Pharmaceutical Transaction
Services, the applicant shall obtain the permit for operation of telecommunications services as
required by the Administrative Measures on Internet Information Services ( { H.H#E 15 B HRPS
EHHHL) ) (the “Internet Measures™), or file with competent authorities. According to the
Decision on the Cancelation of the Third Batch of Items Subject to Administrative Permission
by Local Governments Designated by the Central Government ( <[5 B B i 55 = it By o
6 1 5 BOMA T BGPTSR AP AE ) ), promulgated by the State Council on January 12, 2017,
except for the examination and approval of third-party platform, all the examination and
approval of Internet pharmaceutical transaction service enterprises conducted by drug
administrative departments at provincial level have been cancelled. According to the Decision
on the Cancellation of Various Items Subject to Administrative Permission ( <[BI7%5 B B i BUH
—HATEFF A S IHAY P E ) ) by the State Council, on September 22, 2017, the CFDA no longer
accepts applications for examination and approval of Internet pharmaceutical transaction
service enterprises engaging the business as the third party platform.

In August 2019, the SCNPC promulgated the new Drug Administration Law of the PRC
( CrpaE N R LA B 2 A BT ) ), which, among others, provides that online pharmaceutical
transaction platform providers shall file with the drug administration of the people’s
government of the province, autonomous region or municipality directly under the Central
Government where it is located, in accordance with the regulations issued by NMPA. The
Regulations for the Implementation of the Drug Administration Law ( %5 % HkE ek
%) ), promulgated by the State Council in August 2002, last amended in March 2019, provides
that, among others, the administrative measures for Internet pharmaceutical transaction
services shall be formulated by the NMPA together with other relevant departments under the
State Council.

In August 2022, NMPA published the Measures for the Supervision and Administration
of Online Pharmaceutical Transactions ( (Z&QhAHA%HHE BB ML) ) which provide
explicit guidance for online pharmaceutical transaction platform providers like us.
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REGULATIONS RELATING TO ONLINE PHARMACEUTICAL INFORMATION
SERVICES

According to the Measures Regarding the Administration of Pharmaceutical Information
Service over the Internet ( EIHAYEE i 5 B IRTS & #EH#L) ), promulgated by State Food and
Drug Administration (the “SFDA”, currently known as the NMPA) on July 8, 2004 and
amended on November 17, 2017, the Internet pharmaceutical information service refers to the
activities of providing pharmaceutical information (including information of medical devices)
to users through the Internet, and where any website intends to provide Internet pharmaceutical
information services, it shall, prior to applying for an operation permit from or filing with the
competent telecom authorities, file an application with the provincial drug administration for
a Qualification Certificate for Providing Internet Pharmaceutical Information Services.
Pursuant to the Measures Regarding the Administration of Pharmaceutical Information Service
over the Internet, the Internet pharmaceutical information services are classified into two
categories, namely, for-profit services and non-for-profit services. For-profit service refers to
activities which provide online users with paid pharmaceutical information and other services,
while non-for-profit service refers to activities which provide online users with public and
shared pharmaceutical information and other services free of charge. The information relating
to pharmaceuticals shall be accurate and scientific in nature, and their provision shall comply
with the relevant laws and regulations. No product information of stupefacient, psychotropic
drugs, medicinal toxic drugs, radiopharmaceutical, detoxification drugs and pharmaceutics
made by medical institutions shall be distributed on the website. In addition, advertisements
relating to pharmaceuticals (including medical devices) shall be approved by the NMPA or its
competent branches, and such advertisements shall specify the approval document number.

REGULATIONS RELATING TO MEDICAL DEVICES
Production and Operation of Medical Devices

In the PRC, medical devices are classified into three different categories, Class I, Class
II and Class III, based on the invasiveness of and risks associated with each medical device.
Pursuant to the Regulations on Supervision and Administration of Medical Devices ( (% ##s
BB A B]) ) (the “Medical Devices Regulation”) promulgated by the State Council on
January 4, 2000, last amended on February 9, 2021, which came into effect on June 1, 2021,
Class I medical devices are required to be filed with government authorities, while Class II and
Class III devices are required to complete registration procedures. The revised Medical
Devices Regulation further classifies the producer and operator of Class II and Class III
medical devices as the Registrant Entity, while the producer and operator of Class I medical
devices as the Recordation Entity.

To engage in production of Class I medical devices, manufacturers shall file the
production with the local branches of NMPA. To engage in production of Class II or III medical
devices, manufacturers shall apply for the Medical Device Production License (5% a4yt E &
#Frl#) to the NMPA or its local branches. To engage in the operation of Class II medical
devices, an operating enterprise shall make a record-filing with the competent local NMPA. To
engage in the operation of Class III medical devices, an operating enterprise shall apply for the
Medical Device Operation License (55 #E#r A= 30l #5).
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In the event that a business operator distributes Class III medical devices without a
Medical Device Operation License or distributes Class II or Class III medical devices that are
not registered with the NMPA or its local branches, or a manufacturer produces Class II or
Class III medical devices without a Medical Device Production License or produces Class II
or Class III medical devices that are not registered with the NMPA or its local branches, the
competent drug administration may impose fines, confiscate illegal proceeds, such illegally
produced or operated medical devices, and tools, equipment and other materials that are used
for the illegal production or operation, and, in serious circumstances, the business operation of
such operator will be suspended, and the Medical Device Operation License may be revoked,
and any new application for a medical device permit filed by the relevant liable person or the
business operator will not be accepted within ten years.

The Measures on the Supervision and Administration of the Business Operations of
Medical Devices ( (BEBEARMASE BB S ML) ) (the “Measures on Medical Devices”),
which was promulgated by CFDA on July 30, 2014 and last amended on March 10, 2022,
applies to any business activities of medical devices conducted within the territory of the PRC
as well as the supervision and administration thereof. Pursuant to the Measures on Medical
Devices, CFDA shall be responsible for the supervision and administration of nationwide
business operations concerning medical devices.

Online Sales of Medical Devices

On December 20, 2017, the CFDA promulgated the Administration and Supervision
Measures of Online Sales of Medical Devices ( CEFF#FMAEAE S & BB EMBHE) ) (the
“Online Medical Devices Sales Measures”), which became effective on March 1, 2018.
According to the Online Medical Devices Sales Measures, enterprises engaged in online sales
of medical devices must be medical device manufacture and operation enterprises with medical
devices production licenses or operation licenses or have been filed for record in accordance
with laws and regulations, unless such licenses or record-filing is not required by laws and
regulations. Pursuant to the Online Medical Devices Sales Measures, enterprises engaged in
online sales of medical devices through its own website, and third-party platforms providing
online medical devices transaction services shall both obtain the Qualification Certificate for
Internet Pharmaceutical Information Services. Either enterprises engaging in online sales of
medical devices or enterprises as third-party platforms providing medical devices online
transaction services shall take technical measures to ensure the data and materials of medical
devices sales online are authentic, completed and retrospective, for example, the records of
sales information of medical devices shall be kept for two years after the valid period of the
medical devices, and for no less than five years in case of no valid period, or be kept
permanently if such medical devices are implanted medical devices. For the enterprises
engaged in online sales of medical devices, such enterprises shall display its medical device
production and operation license or record-filing certificate on visible place on its homepage,
and the information of the medical devices published on the website shall be consistent with
the related contents registered or filed for record; in addition, the business scope of such
enterprise shall not exceed the scope of its production and operation license or the scope filed
for record. For the enterprises as third-party platform providing medical devices online
transaction services, such enterprises shall be filed for record with the local provincial drug
administration, and shall verify the materials submitted by any enterprise applying for entering
the platform.
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Deployment and Use of Large-scale Medical Equipment

According to the Administrative Measures on the Deployment and Use of Large-scale
Medical ~ Equipment  (Trial)  ( CRBVEE R AL & B A A AHEGUT)) ) jointly
promulgated by the NHC and NMPA on May 22, 2018,the large-scale medical equipment are
administered pursuant to the catalogue promulgated by the NHC. Large-scale Medical
Equipment are divided into Category A and Category B in the catalog. The large-scale medical
equipment of Category A shall be allocated and managed by the NHC and issued with License
for Deployment of Large-scale Medical Equipment, while the large-scale medical equipment
of Category B shall be allocated and managed by provincial health administrative departments
and issued with License for Deployment of Large-scale Medical Equipment. The NHC and
provincial health administrative departments shall respectively formulate the implementing
rules for the allocation licensing management of Category A and Category B large-scale
medical equipment.

REGULATIONS ON ENVIRONMENTAL PROTECTION RELATED TO MEDICAL
INSTITUTIONS

Environmental Protection Law of PRC and Environmental Impact Assessment Law of the
PRC

Pursuant to the Environmental Protection Law of the PRC ( {#%#E ARt SfriE
E)) promulgated by the SCNPC on December 26, 1989, amended on April 24, 2014, the
waste discharge licensing system has been implemented in the PRC and entities that discharge
medical sewage to water bodies directly or indirectly shall obtain a waste discharge license.
Furthermore, installations for the prevention and control of pollution at a construction project
must be designed, built and commissioned together with the principal part of the project.
Pollutant-discharging enterprises, public institutions and other manufacturers and operators
shall adopt measures to prevent and treat waste gas, wastewater, waste residue, medical waste,
radioactive substances and other pollution and hazards caused by environmental pollution
generated in manufacturing, construction or other activities.

Pursuant to the Environmental Impact Assessment Law of the PRC ( {2 A\ [ E] B
B BERT{EL) ) promulgated by the SCNPC on October 28, 2002, last amended on December
29, 2018, the State implements administration by classification on the environmental impact of
construction projects according to the level of impact on the environment. The construction
entity shall prepare an environmental impact report, or an environmental impact form or
complete an environmental impact registration form (the “Environmental Impact Assessment
Documents”) for reporting and filing purpose. If the Environmental Impact Assessment
Documents of a construction project have not been reviewed by the approving authority in
accordance with the law or have not been granted approval after the review, the construction
entity is prohibited from commencing construction works.
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Regulations on the Management of Medical Waste and the Implementation Measures of
the Management of Medical Waste

According to the Regulations on the Management of Medical Waste ( (B 5544 PRIk
%) ), which was promulgated by the State Council on June 16, 2003 and amended on January
8, 2011, and the Implementation Measures of the Management of Medical Waste ( B
RS B R EE ) A B ) ), which was promulgated by the MOH on October 15, 2003 and
came into effect on the same day, medical or health institution shall register medical wastes,
manage medical wastes under classification and undertake management of duplicate forms for
transfer of hazardous waste in accordance with the Catalogue of Classified Medical Wastes
( CEPEEEY /B H ) ), and deliver medical wastes to an entity for centralized disposal of
medical wastes and licensed by a relevant environment protection administrative department
for dispose. Sewage generated by any health institution and excretion of its patients or
suspected patients of infectious diseases shall be sterilized in strict accordance with the
relevant provisions, and shall not be discharged into sewage disposal systems until the
discharging standards are met.

REGULATIONS RELATING TO INTERNET SECURITY

Internet information in China is regulated and restricted from a national security

standpoint.

The SCNPC, has enacted the Decisions on Maintaining Internet Security ( BR4EEH
WA 22 2R E ) ) on December 28, 2000, amended on August 27, 2009, which may subject
violators to criminal punishment in China for any effort to: (i) gain improper entry into a
computer or system of strategic importance; (ii) disseminate politically disruptive information;
(ii1) leak state secrets; (iv) spread false commercial information; or (v) infringe intellectual
property rights. The Ministry of Public Security of the PRC has promulgated the
Administration Measures on the Security Protection of Computer Information Network with
International Connections ( FHE-H(E B4 4% B BRI A 22 2 R 78 4 B HHE) ) on December 16,
1997 and the State Council of the PRC has amended it on January 8, 2011 to prohibit use of
the Internet in ways which, among other things, result in a leakage of state secrets or
infringement of the legitimate rights and interests of the state, the society, the community or
the citizens. If an Internet information service provider violates these measures, the Ministry
of Public Security and the local security bureaus may, when necessary, suggest the issuing or
approving government agency to revoke its operating license and shut down its websites.

On November 7, 2016, the SCNPC promulgated the Cyber Security Law of the PRC, or
the Cyber Security Law ( (##%%427%) ), which became effective on June 1, 2017. The Cyber
Security Law requires network operators to comply with laws and regulations and fulfill their
obligations to safeguard security of the network when conducting business and providing
services. The Cyber Security Law further requires network operators to take all necessary
measures in accordance with applicable laws, regulations and compulsory national
requirements to safeguard the safe and stable operation of the networks, respond to cyber
security incidents effectively, prevent illegal and criminal activities, and maintain the integrity,
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confidentiality and usability of network data. On September 14, 2022, the CAC published the
Decision of Amending PRC Cybersecurity Law (Draft for Comments) (BEMER (A94% %4
%) WP (ECKE HUAR)) (the “Draft Amendment to PRC Cybersecurity Law”), which, among
other things, aggravated legal liabilities for violations of cybersecurity obligations and critical
information infrastructure operators’ obligations. The Draft Amendment to PRC Cybersecurity
Law was released for public comment only, and its respective provisions and anticipated
adoption or effective date may be subject to change with substantial uncertainty. On June 22,
2007, the Ministry of Public Security, the National Administration of State Secrets Protection,
the State Cipher Code Administration and the Information Office of the State Council
(repealed) promulgated the Administrative Measures for the Graded Protection of Information
Security (ff 5 &2 H IS HANL) (the “Measures for the Graded Protection™), effective
from June 22, 2007, pursuant to which, graded protection of the state information security shall
follow the principle of “independent grading and independent protection”. The entities
operating the information systems shall determine the security protection grade of the
information system pursuant to the Measures for the Graded Protection and the Guidelines for
Grading of Classified Protection of Cyber Security (H#5%2SFHMIAATECHIEF) (the
“Guidelines for Grading”), and report the grade to the relevant department for examination and
approval. For an information system determined to be Grade II or above, its operator shall
make the record filing with relevant public security departments. Pursuant to the Guidelines for
Grading, the grading of the classified protection of the information systems are determined
based on two elements, namely what can be affected and how serious the consequences would
be, if the information systems are damaged. The Guidelines for Grading stipulate the
procedures of the grading and specify the methods to grade the information system, including
how to determine what can be affected and the degree of impact. In consistent with the
provisions set out in the Guidelines for Grading, the Measures for the Graded Protection
stipulate that the security protection grade of an information system may be classified into the
following five grades: (i) the Grade I information system, the destruction of which will cause
damage to the legitimate rights and interests of citizens, legal persons and other organizations,
but will cause no damage to national security, social order or public interests; (ii) the Grade
IT information system, the destruction of which will cause material damage to the legitimate
rights and interests of citizens, legal persons and other organizations or cause damage to social
order and public interests, but will not cause damage to national security; (iii) the Grade III
information system, the destruction of which will cause material damage to social order and
public interests or will cause damage to national security; (iv) the Grade IV information
system, the destruction of which will cause particularly material damage to social order and
public interests or will cause material damage to national security; and (v) the Grade V
information system, the destruction of which will cause particularly material damage to
national security. The entities operating information systems shall protect information systems
pursuant to the Measures for the Graded Protection and the relevant technical standards and the
state departments in charge of the supervision and administration of information security shall
supervise and administer the graded protection work conducted by such entities. After the
security protection grade of an information system is determined, its operator shall, in
accordance with the norms for the administration of the graded protection of state information
security and the relevant technical standards, use information technology products that
conform to the relevant state provisions and satisfy the requirements on the protection grade
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for the security construction or reconstruction of the information system. In the process of
constructing an information system, its operator shall synchronously construct the information
security facilities that satisfy the requirements of the protection grade of the information
system pursuant to certain technical standards. The entities operating an information system
shall also formulate a security management system satisfying the requirements of the
protection grade of the information system. After the information system is completed, the
operators shall choose an assessment agency to conduct assessment on the security grade status
of the information system on a regular basis and also shall conduct self-inspections on the
security status of the information system and the implementation of the security protection

system and relevant measures on a regular basis.

On November 14, 2021, the CAC publicly solicited comments on the Draft CAC
Regulations on Internet Data Security. The Draft CAC Regulations on Internet Data Security
covers a wide range of Internet data security issues, including the supervision and management
of data security in the PRC, and applies to the situations using networks to carry out data
processing activities. It sets out general guidelines covering subjects including protection of
personal information, security of important data, security management of cross-border data
transfer, obligations of internet platform operators, supervision and management, and legal
liabilities of Internet data security. In particular, it requires a data processor to apply to the
CAC for cybersecurity review if its listing in Hong Kong affects or may affect national
security. As of the date of this document, the Draft CAC Regulations on Internet Data Security
had not come into effect and the public comment period of the Draft CAC Regulations on
Internet Data Security ended on December 13, 2021.

On December 28, 2021, the CAC announced the Cybersecurity Review Measures,
effective from February 15, 2022. Pursuant to the Cybersecurity Review Measures, besides the
procurement of network products and services by critical information infrastructure operators,
any data processing activities by network platform operators that affects or may affect national
security shall be subject to the cybersecurity review as well. In accordance with the
Cybersecurity Review Measures, operators mastering personal information of more than one
million users must apply to the Cybersecurity Review Office for cybersecurity review when

listing abroad ([E4p_F1H).

Our PRC Legal Advisor, after reviewing relevant materials provided by us and based on
our confirmation on certain facts relating to our operation, is of the view that as of the Latest
Practicable Date, the measures taken by us in terms of Internet security, data security and
personal information protection are not in violation of the Draft CAC Regulations on Internet
Data Security in all material aspects, assuming such regulation is implemented in its current
form. Therefore, our Directors do not foresee any material impediment to comply with the
Draft CAC Regulations on Internet Data Security in all material aspects, assuming such
regulation is implemented in its current form.
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On February 7, 2022, our PRC Legal Advisor made a telephone consultation with the
China Cybersecurity Review Technology and Certification Center, which is delegated by the
CAC to accept applications for cybersecurity review. During the consultation, our PRC Legal
Advisor informed the staff regarding our proposed [REDACTED] plan and the staff confirmed
that currently we need not to apply for the cybersecurity review. As of the Latest Practicable
Date, we had not received any notice from competent government authorities indicating that we
had been or might be identified as critical information infrastructure operators, which is one
of the conditions that may lead to the active application for cybersecurity review pursuant to
the Cybersecurity Review Measures; in addition, we had not received any notice from
competent government authorities requiring us to actively apply for the cybersecurity review,
nor had us been fined, investigated or imposed any other regulatory measures due to failure to
actively make such application. Further, our PRC Legal Advisor did not identify those factors
expressly set out in Article 10 of the Cybersecurity Review Measures in our business operation
in the PRC or would likely to be triggered by the [REDACTED], after its due diligence
conducted on our Internet security, data security and personal information protection, as of the
Latest Practicable Date. Based on the foregoing, our PRC Legal Advisor is of the view that as
of the Latest Practicable Date, pursuant to the current effective PRC laws and regulations, the
[REDACTED] and our current business operations in the PRC do not trigger active application
for cybersecurity review as expressly required in the Cybersecurity Review Measures,
however, substantial uncertainties still exist with respect to the evolving regulatory regime. See
“Risk Factors — Risks Relating to Our Business and Industry — The improper use, disclosure
or storage of data over our cloud hospital platforms could harm our reputation as well as have
a material adverse effect on our business, financial condition, results of operations and
prospects.” Based on the foregoing, our Directors not foresee the Draft CAC Regulations on
Internet Data Security and Cybersecurity Review Measures would have a material adverse
impact on our business operations or the [REDACTED], assuming Draft CAC Regulations on
Internet Data Security is implemented in its current form.

In response to the regulatory requirements, we have implemented comprehensive
measures to ensure continuous regulatory compliance and we will continue to pay close
attention to the legislations and regulatory developments in data security and comply with the
latest regulatory requirements. There had been no material incident of data or personal
information leakage, infringement of data protection and privacy laws and regulations or
investigation or other legal proceeding against us that will materially and adversely affect our

business operations.

REGULATIONS RELATING TO PERSONAL INFORMATION OR DATA
PROTECTION

In December 2011, the Ministry of Industry and Information Technology (the “MIIT”)
issued Several Provisions on Regulating the Market Order of Internet Information Services
( CHIHE A BIRB ISP 4 T#1E) ), which provides that an Internet information
service provider may not collect any user’s personal information or provide any such
information to third parties without such user’s consent. Pursuant to the Several Provisions on
Regulating the Market Order of Internet Information Services, Internet information service
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providers are required to, among others, (i) expressly inform the users of the method, content
and purpose of the collection and processing of such users’ personal information and may only
collect such information necessary for the provision of its services; and (ii) properly maintain
the users’ personal information, and in case of any leak or possible leak of a user’s personal
information, online lending service providers must take immediate remedial measures and, in
severe circumstances, make an immediate report to the telecommunications regulatory

authority.

Pursuant to the Decision on Strengthening the Protection of Online Information ( <
s A4 SR TERIPLE) ), issued by the SCNPC in December 2012, and the Order for the
Protection of Telecommunication and Internet User Personal Information ( {15 Fl B 14
ARG BRI ED) ), issued by the MIIT in July 2013, any collection and use of any user
personal information must be subject to the consent of the user, and abide to the applicable law,
rationality and necessity of the business and fall within the specified purposes, methods and
scopes in the applicable laws.

In addition, pursuant to Cyber Security Law of the PRC, the “personal information” refers
to all kinds of information recorded by electronic or otherwise that can be used to
independently identify or be combined with other information to identify individuals’ personal
information including but not limited to: individuals’ names, dates of birth, ID numbers,
biologically identified personal information, addresses and telephone numbers, etc. The Cyber
Security Law also provides that: (i) to collect and use personal information, network operators
shall follow the principles of legitimacy, rightfulness and necessity, disclose rules of data
collection and use, clearly express the purposes, means and scope of collecting and using the
information, and obtain the consent of the persons whose data is gathered; (ii) network
operators shall neither gather personal information unrelated to the services they provide, nor
gather or use personal information in violation of the provisions of laws and administrative
regulations or the scopes of consent given by the persons whose data is gathered; and shall
dispose of personal information they have saved in accordance with the provisions of laws and
administrative regulations and agreements reached with users; (iii) network operators shall not
divulge, tamper with or damage the personal information they have collected, and shall not
provide the personal information to others without the consent of the persons whose data is
collected. However, if the information has been processed and cannot be recovered and thus it
is impossible to match such information with specific persons, such circumstance is an
exception. Furthermore, under the Cyber Security Law, network operators of key information
infrastructure shall store the personal information and important data collected and produced
during their operations in the PRC, within the territory of the PRC. On August 22, 2019, the
Cyberspace Administration of China (the “CAC”) issued the Provisions on the Cyber
Protection of Children’s Personal Information ( {5 H M A(G B ERE) ), which
became effective on October 1, 2019 and apply to the collection, storage, use, transfer and
disclosure of the personal information of the minors under the age of 14, or the Children, via
the Internet. On March 6, 2020, the PRC Standardization Administration promulgated the
Information Security Technology — Personal Information Security Guidelines ({7 .5 % 245 1fi-
il N5 B % 24 #) (the “Personal Information Security Guidelines”), which became effective
on October 1, 2020 and replaced the former Personal Information Security Guidelines
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promulgated in 2017. The Personal Information Security Guidelines are not laws but voluntary
national standards widely cited by regulatory authorities as reference in their enforcement
activities. Pursuant to the Personal Information Security Guidelines, after collecting the
personal information, the controller of the personal information shall immediately conduct the
data de-identification, implement the technical and administrative measures to store separately
the de-identified data and the data which may be used to recover the identity of the persons.

Pursuant to the Ninth Amendment to the Criminal Law ( {JAIEBEIEZE (L)) ), issued by
the SCNPC in August 2015, which became effective in November 2015, any Internet service
provider that fails to fulfill its obligations related to Internet information security
administration as required under applicable laws and refuses to rectify upon orders shall be
subject to criminal penalty. In addition, Interpretations of the Supreme People’s Court and the
Supreme People’s Procuratorate on Several Issues Concerning the Application of Law in the
Handling of Criminal Cases Involving Infringement of Personal Information ( <Bii* #FEAZIL
2 BRAR A BT 5 2 38 A T R RE R ) ), issued on May 8, 2017 and effective as of
June 1, 2017, clarified certain standards for the conviction and sentencing of the criminals in
relation to personal information infringement. In addition, on May 28, 2020, the National
People’s Congress adopted the Civil Code of the PRC ( {H#E A RALFNE LML) ) (the “Civil
Code”), which came into effect on January 1, 2021. Pursuant to the Civil Code, the personal
information of a natural person shall be protected by the law. Any organization or individual
shall legally obtain such personal information of others when necessary and ensure the safety
of such information, and shall not illegally collect, use, process or transmit personal
information of others, or illegally purchase or sell, provide or make public personal
information of others.

Pursuant to the Regulations for Medical Institutions on Medical Records Management
( CEIRMERR RS FEBIE) ) released on November 20, 2013, and effective from January 1,
2014, the medical institutions and medical practitioners shall strictly protect the privacy
information of patients, and any leakage of patients’ medical records for non-medical,
non-teaching or non-research purposes is prohibited. The NHFPC released the Measures for
Administration of Population Health Information (Trial) ( <A\ OIS B MIREGUT)) )
on May 5, 2014, which refers the medical health service information as the population
healthcare information, and emphasizes that such information cannot be stored in offshore
servers, and the responsible institutions shall not host or lease offshore servers. Pursuant to the
Management Measures of Standards, Safety and Service of National Health and Medical Big
Data (Trial) ( <[5 {85 B B BARERE « L 2RSS HBHEGTT)) ), promulgated by the
NHC on July 12, 2018, the medical institutions should establish relevant safety management
systems, operation instructions and technical specifications to safeguard the safety of
healthcare big data generated in the process of health management service or prevention and
cure service of diseases. And it also stipulates that such healthcare big data should be stored
in onshore servers and shall not be provided overseas without safety assessment.
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On June 21, 2016, the General Office of the State Council promulgated the Guiding
Opinions on Promoting and Regulating the Application and Development of Healthcare Big
Data (175 B JF 2 58 B 0 38 R0 B R (R B K B I P 88 R 485 2 ), which stipulates
that the big data on health and medical treatment is a significant fundamental strategic resource
and the State is to promote the sharing and disclosure of big data resources on health and
medical treatment, encourage medical and health institutions to promote the collection and
storage of big data on health and medical treatment, enhance application support and technical
support for operation and maintenance, unblock the data resource sharing channels, accelerate
the construction and perfection of an underlying database focusing on electronic health
records, electronic medical records, and electronic prescriptions of residents, deepen the
application of big data on health and medical treatment in all respects, and a mechanism for
sharing healthcare big data among various governmental authorities, including health
authorities, shall be established. The Data Security Law promulgated by the SCNPC on June
10, 2021 stipulates the measures to support and promote data security and development, to
establish and optimise the national data security management system, and to clarify
organisations’ and individuals’ responsibilities in data security. The Data Security Law
established a tiered data protection system in terms of their importance to economic
development as well as the potential damages to national security, public interests and the
legitimate rights of individuals and entities by any illegal data activities. Data categorised as
“important data”, which was not defined under the Data Security Law but will be determined
by local regulators in a form of “important data catalogue”, shall be treated with higher level
of protection. While it focuses largely on data protection from a national security and
sovereignty perspective, and provides mostly generic provisions without specific operational
rules and implementing mechanisms, the Data Security Law does require processors of
important data to appoint a “data security officer” and a “management department” to take
charge of the data security responsibilities. In addition, processors of important data are
required to periodically evaluate the risk of its data activities and send risk assessment report
to relevant supervising authorities. The Data Security Law became effective from September
I, 2021. “Important data catalogues” are yet to be issued by local regulators.

The Personal Data Protection Law of the PRC (FF#E A RILANEE AL BER#EIE) (the
“The Personal Data Protection Law”), released by the NPC in August 2021 and effective from
November 1, 2021, stipulates the scope of personal information and establishes rules for
processing personal information onshore and offshore. The Personal Data Protection Law
proposes a slew of specific personal information protection requirements, including but not
limited to more specific inform and consent requirements in various contexts, strengthened and
classified obligations of personal information processors, and more limitations and rules on
process of personal information.

Accompanied with the promulgation of series of laws and regulations related to Internet
security and data protection, administrations including MIIT and CAC imposed measures on
batches of Apps for their encroach on the rights and interests of users in violation of applicable
laws and regulations in recent years, and with higher frequency in 2020 and 2021. These
measures including order of rectification and order for temporary removal from App stores.
Illegal collection of personal information, forced, frequent and excessive access by Apps and
illegal use of personal information are the top reasons for rectification and suspension of Apps.
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Our PRC legal advisor is of the view that these administrative measures indicate a trend of
stricter supervision and administration on Internet and data security compliance from
government agencies, which may impose higher level of compliance requirement on Internet
and data security of the Group, on the one hand, and implement the newly promulgated laws
and regulations under the regime of Cyber Security Law and Data Security Law and to some
extent, provide a clearer guidance to the Group for continued compliance with legal
requirements on Internet and data security, on the other hand.

REGULATIONS RELATING TO FOREIGN INVESTMENT
Foreign Investment Law and its Implementation Rules

Investment activities in the PRC by foreign investors are principally governed by the
Catalog of Industries for Encouraging Foreign Investment (S{EI/NPEEEHE ) (the
“Encouraging Catalog”), and the Special Management Measures (Negative List) for the Access
of Foreign Investment ( (HMEFEHEALFHIEHIEE(ATIEH)) ) (the “Negative List”),
which were promulgated and are amended from time to time by the Ministry of Commerce of
the PRC (the “MOFCOM”) and NDRC. The Encouraging Catalog and the Negative List lay out
the basic framework for foreign investment in the PRC, classifying businesses into three
categories with regard to foreign investment: “encouraged”, “restricted” and “prohibited”.
Industries not listed in the Encouraging Catalog and the Negative List are generally deemed as
falling into a fourth category “permitted”. The NDRC and MOFCOM promulgated the Catalog
of Industries for Encouraging Foreign Investment (2022 Version) ( S¢EhZM4% & ¥ H &%
(20224FffR)) ) (the “2022 Encouraging Catalog”), on October 26, 2022 with effect from
January 1, 2023, and the Special Management Measures (Negative List) for the Access of
Foreign Investment (2021 Version) ( {HPpiHEHEASEBI & S (B HH B)(20214FhR)) )
(the “2021 Negative List”), on December 27, 2021, to replace the previous encouraging catalog
and negative list thereunder.

Pursuant to the 2021 Negative List, a domestic enterprise engaged in activities in any
field prohibited from foreign investment under the 2021 Negative List shall be subject to
review and approval by the relevant competent authorities for overseas listing and trading of
shares, and any overseas investor in the enterprise shall not participate in the operation and
management of the enterprise, and the equity ratio of overseas investors in the enterprise shall
be governed mutatis mutandis by the relevant regulations on the management of domestic
securities investments made by overseas investors.

On March 15, 2019, the NPC promulgated the Foreign Investment Law ( FMEFEIL) )
(the “FIL”), which came into effect on January 1, 2020 and replaced the trio of laws regulating
foreign investment in the PRC, namely, the PRC Equity Joint Venture Law ( (% A RALHN
B HAME B8 21D ), the Wholly Foreign-Owned Enterprise Law ( {H#E A R ILFI[E 4
EA3E7%) ) and the PRC Cooperative Joint Venture Law ( {3 RILFIE] p AN S IER S >
2£1%) ). The FIL, by means of legislation, establishes the basic framework for the access,
promotion, protection and administration of foreign investment in view of investment
protection and fair competition.
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According to the FIL, foreign investment shall enjoy pre-entry national treatment, except
for those foreign invested entities that operate in industries deemed to be either “restricted” or
“prohibited” in the “negative list.” The FIL provides that foreign invested entities operating in
foreign “restricted” or “prohibited” industries will require entry clearance and other approvals.
The FIL does not comment on the concept of “de facto control” or contractual arrangements
with consolidated affiliated entities, however, it has a catch-all provision under definition of
“foreign investment” to include investments made by foreign investors in China through means
stipulated by laws or administrative regulations or other methods prescribed by the State
Council. Therefore, it still leaves leeway for future laws, administrative regulations or
provisions to provide for contractual arrangements as a form of foreign investment. In addition,
a foreign investment information reporting system shall be established, and foreign investors
or foreign-funded enterprises shall submit the investment information to competent
departments for commerce through the enterprise registration system and the enterprise credit
information publicity system.

Furthermore, the FIL provides that foreign invested enterprises established according to
the existing laws regulating foreign investment may maintain their structure and corporate
governance within five years after the implementing of the FIL, which means that foreign
invested enterprises may be required to adjust the structure and corporate governance in
accordance with the current PRC Company Law ( {H# ARIEFIE /2 F]1%) ) and other laws
and regulations governing the corporate governance.

On December 26, 2019, the State Council promulgated the Implementation Rules to the
PRC Foreign Investment Law ( (H#HEARICFIE S &L B MaMH]) ), which became
effective on January 1, 2020. The implementation rules further clarified that the state
encourages and promotes foreign investment, protects the lawful rights and interests of foreign
investors, regulates foreign investment administration, continues to optimize foreign
investment environment, and advances a higher-level opening.

Along with the implementation of FIL and its Implementation Rules, the MOFCOM and
State Administration for Market Regulation jointly promulgated the Measures for the
Reporting of Foreign Investment Information ( (AMEHE(EEHEIL) ) (the “Foreign
Investment Reporting Measures”) on December 30, 2019. The Foreign Investment Reporting
Measures came into effect on January 1, 2020 and replaced the Interim Administrative
Measures for the Record-filing of the Establishment and Modification of Foreign-investment
Enterprise. Under the Foreign Investment Reporting Measures, the requirement of record-filing
with or approval from the MOFCOM or its local branches is replaced with a reporting
requirement, regardless of whether such foreign investment is subject to PRC government’s
special entry administration measures. Pursuant to the Foreign Investment Reporting Measures,
foreign investors or foreign-invested enterprises shall report relevant information to the
MOFCOM or its local branches through the online enterprise registration system when the
foreign investment takes place or the reported information changes.
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Restrictions on Foreign Investment in Medical Institutions

According to Provisions on Guiding the Orientation of Foreign Investment ( (5%}
& BIE) ) (Order No. 346 of the State Council) (“the Foreign Investment Orientation
Provisions”), which was promulgated by the State Council on February 11, 2002 and came into
effect on April 1, 2002, projects with foreign investment shall fall into four categories, namely,
encouraged, permitted, restricted and prohibited. The encouraged, restricted and prohibited
projects with foreign investment shall be listed in the Catalog of Industries for Guiding Foreign
Investment ( (HPREIIEE¥ETGEH) ) which may be revised and promulgated by the
relevant departments of the State Council from time to time, while any project not listed in the
catalog is deemed to be a permitted project for foreign investment. Pursuant to the Catalog of
Industries for Guiding Foreign Investment (2011 version) ( QO114FEA R E 455 H k) )
(the “2011 Catalog”) which was promulgated on December 24, 2011 and came into effect on
January 30, 2012, medical institutions are not listed in restricted or prohibited category.

However, the Catalog of Industries for Guiding Foreign Investment (2015 version)
( Q01544 269535 H #%) ) which took effect from April 10, 2015 has replaced the
2011 Catalog and categorized medical institution as an industry that belongs to the restricted
category for foreign investment since April 10, 2015. Pursuant to the 2015 Catalog, foreign
investment in medical institutions shall be restricted to the form of sino-foreign cooperation or
joint venture. The Catalog of Industries for Guiding Foreign Investment (2017 version)
( QQO174EAN A FE 25 H 3% ) ) which took effect from July 28, 2017 has replaced the
2015 Catalog and continued the foreign investment restriction for medical institutions under
2015 Catalog. The Special Management Measures (Negative List) for the Access of Foreign
Investment (2018 Version) ( CHMA#HCEMEAR A BT IGE(E M B) (20184F/R)) ) (the
“2018 Negative List”) has replaced the special management measures in the Catalog of
Industries for Guiding Foreign Investment and stipulated that, other than the more preferential
measures for the qualified investors pursuant to the Mainland and Hong Kong Closer Economic
Partnership ~ Arrangement  ( {NMBELA USRI E S B MK RERMN L) ) and  its
supplements, foreign investment in medical institutions shall be restricted to the form of
sino-foreign cooperation or joint venture. The Special Management Measures (Negative List)
for the Access of Foreign Investment (2019 Version) ( CHN P VR ) A L i (T 3 B
(20194hR)) ) reiterates such restriction in 2018 Negative List. The 2020 and 2021 Negative
List stipulate that other than the more preferential measures for the qualified investors pursuant
to the Mainland and Hong Kong Closer Economic Partnership Arrangement and its
supplements, foreign investment in medical institutions shall be restricted to the form of
sino-foreign joint venture.

The Interim Administrative Measures on Sino-Foreign Equity Medical Institutions and
Sino-Foreign Cooperative Medical Institutions ( {(F4MEE - SIERBRBEHE YT HHEL) ),
which was jointly promulgated by the MOH and the Ministry of Foreign Trade and Economic
Cooperation on May 15, 2000 and came into effect on July 1, 2000, and its Supplementary
Provisions allow foreign investors to partner with Chinese medical entities to establish a
medical institution in China by means of equity joint venture or cooperative joint venture.
Establishment of equity joint venture or cooperative joint venture shall meet certain
requirements, including the total investment sum shall not be less than RMB20 million and the
equity percentage of the Chinese partner in the joint venture shall not be less than 30%.
Establishment of equity joint venture or cooperative medical institutions shall be subject to
approval by relevant authorities.

- 157 -



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

REGULATORY OVERVIEW

Restrictions on Foreign Investment in Value-added Telecommunications Services

Pursuant to the 2021 Negative List, foreign investment in value-added
telecommunications services is restricted, and the percentage of foreign ownership cannot
exceed 50% (except for e-commerce, domestic multi-party communications, store-and-forward
and call center).

Foreign direct investment in telecommunications companies in China is governed by the
Regulations for the Administration of Foreign-Invested Telecommunications Enterprises ( {4}
G BIG AEEHHBIE) ), which was promulgated by the State Council on December 11,
2001 and amended on September 10, 2008 and February 6, 2016. The Regulations for the
Administration of Foreign-Invested Telecommunications Enterprises requires foreign-invested
value-added telecommunications enterprises in China to be established as sino-foreign equity
joint ventures, which the foreign investors may acquire up to 50% of the equity interests of
such enterprise. In addition, the main foreign investor who invests in a foreign-invested
value-added telecommunications enterprise operating the value-added telecommunications
business in China must demonstrate a good track record and experience in operating a
value-added telecommunications business. The State Council recently revised the Regulations
for the Administration of Foreign-Invested Telecommunications Enterprises (7N 4% & &5 1>
FEAEHHIE) with effect from May 1, 2022 (the “2022 FITE Regulations”). The 2022 FITE
Regulations, among others, no longer requires the main foreign investor who invests in a
value-added telecommunications business in the PRC to have a good track record and
experience in operating a value-added telecommunications business. The 2022 FITE
Regulations prescribes that foreign investors are not allowed to hold more than 50% of the
equity interests of a company engaged in value-added telecommunications business, except as
otherwise stipulated by the state, and that a foreign-invested enterprise must be approved by
the MIIT to engage in value-added telecommunications business. In July 2006, the MIIT
released the Notice on Strengthening the Administration of Foreign Investment in and
Operation of Value-added Telecommunications Business ( {55z &0 BE A Jin 5 &1 i 43 ' 48
W TR S ESE M AT) ) (the “MIIT Notice”), pursuant to which, domestic
telecommunications enterprises are prohibited to rent, transfer or sell a telecommunications
business operation license to foreign investors in any form, or provide any resources, premises,
facilities and other assistance in any form to foreign investors for their illegal operation of any
telecommunications business in China. In addition, under the MIIT Notice, the Internet domain
names and registered trademarks used by a foreign-invested value-added telecommunication
service operator shall be legally owned by that operator (or its shareholders).

REGULATIONS RELATING TO VALUE-ADDED TELECOMMUNICATION
SERVICES

The Telecommunications Regulations of the PRC ( (" ¥ A\ RILFIE B HEHI) ) (the
“Telecommunications Regulations”), promulgated by the State Council on September 25, 2000
and last amended on February 6, 2016, provide a regulatory framework for telecommunications
services providers in the PRC. The Telecommunications Regulations require
telecommunications services providers to obtain an operating license prior to the
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commencement of their operations. The Telecommunications Regulations categorize
telecommunications services into infrastructure telecommunications services and value-added
telecommunications services. Pursuant to the Telecommunications Regulations, operators of
value-added telecommunications services (Y4{H {7 %5) (the “VATS”), must first obtain a
Value-added Telecommunications Business Operating License (WA EEE ST 3) (the
“VATS License”), from the Ministry of Industry and Information Technology of the PRC (!
#e N RALAE T 215 BL#R) (the “MIIT™), or its provincial level counterparts. On July 3,
2017, the MIIT promulgated the Administrative Measures on Telecommunications Business
Operating Licenses ( (EEAEFEHLEFTrIEHHEE) ), which set forth more specific
provisions regarding the types of licenses required to operate VATS, the qualifications and
procedures for obtaining such licenses and the administration and supervision of such licenses.
According to the Catalog of Telecommunications Business ( {T&f5EH 2 H #%) ), attached
to the Telecommunications Regulations on February 21, 2003 and amended by the MIIT on
December 28, 2015 and June 6, 2019, the Internet information services and the online data
processing and transaction processing services fall within the value-added telecommunications
services.

The Administrative Measures on Internet Information Services ( E.H 4815 S RBS & B
%) ) (the “ICP Measures”), promulgated by the PRC State Council (EI%F¢) on September 25,
2000 and most recently amended on January 8, 2011, set forth more specific rules on the
provision of internet information services. According to ICP Measures, any company that
engages in the provision of commercial internet information services shall obtain a sub-
category VATS License for Internet Information Services (L5485 B IRES 1 (H B 15 LR 48
#Fu]RE) (the “ICP License”), from the relevant government authorities before providing any
commercial internet information services within the PRC. Pursuant to the above-mentioned
regulations, “commercial internet information services” generally refer to provision of specific
information content, online advertising, web page construction and other online application
services through internet for profit making purpose.

REGULATIONS RELATING TO INTERNET ADVERTISING

The Advertising Law of the People’s Republic of China ( {#EA RILAIEE &) )
provides that the Internet information service providers shall not publish medical, drugs,
medical devices or dietary supplement advertisements in disguised form such as introduction

of healthcare and wellness knowledge.

The Interim Measures for Administration of Internet Advertising ( ELIH 4 & 2 & HE 17
LD ) (the “Internet Advertising Measures”) regulating the Internet-based advertising
activities, were adopted by the SAIC on July 4, 2016. According to the Internet Advertising
Measures, Internet advertisers are responsible for the authenticity of the advertisements
content. Publishing and circulating advertisements through the Internet shall not affect the
normal use of the Internet by users. It is not allowed to induce users to click on the content of
advertisements by any fraudulent means, or to attach advertisements or advertising links in the
emails without permission.
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Pursuant to the Interim Administrative Measures for Censorship of Advertisements for
Drugs, Medical Devices, Dietary Supplements and Foods for Special Medical Purpose ( (%%
dh o BRI - PRAEEA - RROREEER TR B RS A AR B AT ) ), which  were
promulgated by the State Administration for Market Regulation on December 24, 2019,
effective on March 1, 2020, an enterprise seeking to advertise its drugs, medical devices,
dietary supplement or food for special medical purpose must apply for an advertisement
approval number. The validity period of the advertisement approval number concerning a drug,
medical device, dietary supplement or food for special medical purpose shall be consistent with
that of the registration certificate or record-filing certificate or the production license of the
product, whichever is the shortest. Where no validity period is set forth in the registration
certificate, record-filing certificate or the production license of the product, the advertisement
approval number shall be valid for two years. The content of an approved advertisement may
not be altered without prior approval. Where any alteration to the advertisement is needed, a
new advertisement approval shall be obtained.

REGULATIONS RELATING TO MOBILE INTERNET APPLICATIONS
INFORMATION SERVICES

Mobile Internet applications (the “APPs”) and the Internet application store (the “APP
Store”) are especially regulated by the Administrative Provisions on Mobile Internet
Applications Information Services ( (FSE) H AR FE SIRBSE A E) ) (the “APP
Provisions”), which was last amended in June 2022 and with effect from August 2022. The APP
Provisions regulate the APP information service providers and the APP distribution service
providers, while the CAC and local offices of cyberspace administration shall be responsible
for the supervision and administration of APP information content at the nationwide or local
respectively. The APP information service providers shall acquire relevant qualifications
required by laws and regulations and implement the information security management
responsibilities strictly and fulfill their obligations provided by the APP Provisions.

REGULATIONS RELATING TO FOOD SAFETY

In accordance with the Food Safety Law of the PRC ( <" # A RILANE &5 % 27%) )
(the “Food Safety Law”), and the Implementation Regulations of the Food Safety Law of the
PRC ( (1 #EAN RILFAE & 5L 2EEHEMAH]) ), or the Implementation Regulations, with the
purpose of guaranteeing food safety and safe guarding the health and life safety of the public,
the PRC sets up a system of the supervision, monitoring and appraisal on the food safety risks,
compulsory adoption of food safety standards. To engage in food production, sale or catering
services, the business operators shall obtain a license in accordance with the laws and
regulations. Furthermore, the State Council implements strict supervision and administration
for special categories of foods such as dietary supplement, special formula foods for medical

purposes and infant formula.
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Administrative Measures for Food Operation Licensing ( & fih#&8%& FFnl & HHEE) )
promulgated by CFDA on August 31, 2015 and amended on November 17, 2017, regulates the
food operation licensing activities, strengthens supervision and management of food operation,
and ensures food safety. Food operation operators shall obtain the food operation license for
each business venue where they engage in food operation activities. The food operation license
is valid for five years.

REGULATIONS ON IMPORT AND EXPORT OF GOODS

Pursuant to the Provisions of Customs of the PRC on the Administration of Filing of
Customs Declaration Entities ( € e A\ [ AN 20 Vi B e BH BE AL A5 SR 87 BRARE ) ) with effect
from January 1, 2022, a customs declaration entity which provides customs declaration
services shall file with the customs office.

REGULATIONS RELATING TO CONSUMER PROTECTION AND PRODUCT
QUALITY

Consumers Protection

The Consumer Protection Law of the PRC ( {H3E A R IAN B 2 5 i an AR ek i) )
promulgated by SCNPC, which was latest amended on October 25, 2013 and effective on
March 15, 2014, sets out the obligations of business operators and the rights and interests of
the consumers in China. Pursuant to this law, business operators must guarantee that the
commodities they sell satisfy the requirements for personal or property safety, provide
consumers with authentic information about the commodities, and guarantee the quality,
function, usage and term of validity of the commodities. Failure to comply with the Consumer
Protection Law may subject business operators to civil liabilities such as refunding purchase
prices, replacement of commodities, repairing, ceasing damages, compensation, and restoring
reputation, and even subject the business operators to criminal penalties. Where the operators
of the online trading platforms are unable to provide the real names, addresses and valid
contact details of the sellers or service providers, the consumers may also claim damages to the
providers of the online trading platforms. Operators of online trading platforms that clearly
knew or should have known that sellers or service providers use their platforms to infringe
upon the legitimate rights and interests of consumers but fail to take necessary measures must
bear joint and several liabilities with the sellers or service providers. Moreover, if business
operators deceive consumers, they should not only compensate consumers for their losses, but
also pay additional damages equal to three times the price of the goods or services.

Product Quality

The Product Quality Law ( {ZE B &#%) ), which effective from December 29, 2018,
applies to all production and sale activities in China. Pursuant to this law, products offered for
sale must satisfy relevant quality and safety standards. Enterprises may not produce or sell
counterfeit products in any fashion, including forging brand labels or giving false information
regarding a product’s manufacturer. Violations of state or industrial standards for health and
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safety and any other related violations may result in civil liabilities and administrative
penalties, such as compensation for damages, fines, shutdown of business, as well as
confiscation of products illegally produced and sold and the proceeds from such sales. Severe
violations may subject the responsible individual or enterprise to criminal liabilities. Where a
defective product causes physical injury or damage of property, the victim may claim
compensation from the manufacturer or from the seller of the product. If the seller pays
compensation and it is the manufacturer that should bear the liability, the seller has a right of
recourse against the manufacturer. Similarly, if the manufacturer pays compensation and it is
the seller that should bear the liability, the manufacturer has a right of recourse against the
seller.

REGULATIONS RELATING TO ANTI-MONOPOLY IN CHINA

The PRC Anti-monopoly Law ( {#1#E A RILFIE S 8285 ) ), which took effect on
August 1, 2008 and was last amended in June 2022 with effect from August 1, 2022, prohibits
monopolistic conduct such as entering into monopoly agreements, abuse of dominant market
position and concentration of undertakings that have the effect of eliminating or restricting
competition.

A business operator with a dominant market position may not abuse its dominant market
position to conduct acts such as selling commodities at unfairly high prices or buying
commodities at unfairly low prices, selling products at prices below cost without any justifiable
cause, and refusing to trade with a trading party without any justifiable cause. Penalties for the
violations of the prohibition on the abuse of dominant market position include an order to cease
the relevant activities, confiscation of the illegal gains and fines (from 1% to 10% of sales
revenue from the previous year). On June 26, 2019, the SAMR issued the Interim Provisions
on the Prohibitions of Acts of Abuse of Dominant Market Positions ( <Z% 1} F T 85 32 it s fvr
TTEEATHE) ), which took effect on September 1, 2019 and was further amended in March
2022, to further prevent and prohibit the abuse of dominant market positions. The State
Administration for Market Regulation, or the SAMR, promulgated on February 7, 2021 the
Guideline on Anti-Monopoly of Platform Economy Sector ( BTG 485 S ) [ BE B8
F4) ) (the “Platform Economy Anti- Monopoly Guideline™), which is effective upon the date
of promulgation, aiming to improve anti-monopoly administration on online platforms.
According to the Platform Economy Anti-Monopoly Guideline, the term “platform” refers to
a form of business organization that enables interdependent two or multilateral entities to
interact under the rules provided by a specific medium through network information
technology, to jointly create value. Antimonopoly law enforcement authorities shall adhere to
the following principles when carrying out anti-monopoly supervision and administration over
the platform economy sector: to protect fair market competition, to achieve efficient
supervision pursuant to law, to stimulate innovation and to safeguard legitimate rights and
interests of various market players.
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REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

On March 16, 2007, the NPC promulgated the Enterprise Income Tax Law of the PRC
( <A NIRRT E811E) ) which was latest amended on December 29, 2018, and the
State Council enacted the Regulations for the Implementation of the Law on Enterprise Income
Tax ( {FEMEBIEEMEMGP]) ) which were latest amended on April 23, 2019 (collectively,
the “EIT Law”). According to the EIT Law, taxpayers consist of resident enterprises and
non-resident enterprises. Resident enterprises are defined as enterprises that are established in
China in accordance with PRC laws, or that are established in accordance with the laws of
foreign countries but whose actual or de facto control is administered from within the PRC.
Non-resident enterprises are defined as enterprises that are set up in accordance with the laws
of foreign countries and whose actual administration is conducted outside the PRC, but have
established institutions or premises in the PRC, or have no such established institutions or
premises but have income generated from inside the PRC. Under the EIT Law and relevant
implementing regulations, a uniform corporate income tax rate of 25% is applicable. However,
if non-resident enterprises have not formed permanent establishments or premises in the PRC,
or if they have formed permanent establishment institutions or premises in the PRC but there
is no actual relationship between the relevant income derived in the PRC and the established
institutions or premises set up by them, the enterprise income tax is, in that case, set at the rate
of 10% for their income sourced from inside the PRC.

Value-Added Tax

Pursuant to the Provisional Regulations of the PRC on Value-Added Tax ( {913 A [R3t
B IEE B 175 %1) ), which was promulgated by the State Council on December 13, 1993
and latest amended on November 19, 2017, and the Implementation Rules for the
Implementation of the Provisional Regulations of the PRC on Value-Added Tax ( (% AR
LR (E R A TR I B REAM ) ), which was promulgated by the MOF on December 25,
1993 and latest as amended on October 28, 2011, and became effective on November 1, 2011,
entities or individuals engaging in sale of goods, provision of processing services, repairs and
replacement services or importation of goods within the territory of the PRC shall pay
value-added tax (the “VAT”).

According to the Notice on Overall Implementation of the Pilot Program of Replacing
Business Tax with Value-added Tax ( CHFECHS ~ 3 5B 48 ) B 4 1 4 BH 2 SE B e RO (B
Biat B Y8 HT) ) (the “Circular 36”), which was promulgated by the MOF and the SAT on
March 23, 2016 and came into effective on May 1, 2016, medical services provided by medical
institutions shall be exempted from VAT.

On March 20, 2019, the MOF, the SAT and the General Administration of Customs jointly
issued the Announcement on Policies for Deepening the VAT Reform ( B TR AL B (BB Mg
HBABORI A ), or Announcement 39, to further slash value-added tax rates. According to
the Announcement 39, (i) for general VAT payers’ sales activities or imports that are subject
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to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate is adjusted to 13%
or 9% respectively; (ii) for the agricultural products purchased by taxpayers to which an
existing 10% deduction rate is applicable, the deduction rate is adjusted to 9%; (iii) for the
agricultural products purchased by taxpayers for production or commissioned processing,
which are subject to VAT at 13%, the input VAT will be calculated at a 10% deduction rate; (iv)
for the exportation of goods or labor services that are subject to VAT at 16%, with the
applicable export refund at the same rate, the export refund rate is adjusted to 13%; and (v) for
the exportation of goods or cross-border taxable activities that are subject to VAT at 10%, with
the export refund at the same rate, the export refund rate is adjusted to 9%. The Announcement
39 came into effect on April 1, 2019 and shall prevail in case of any conflict with existing
provisions.

Dividend Withholding Tax

Pursuant to the EIT law, if a non-resident enterprise has not set up an organization or
establishment in the PRC, or has set up an organization or establishment but the income derived
has no actual connection with such organization or establishment, it will be subject to a
withholding tax on its PRC-sourced income at a rate of 10%. Pursuant to the Arrangement
between Mainland China and the Hong Kong Special Administrative Region for the Avoidance
of Double Taxation and Tax Evasion on Income ( <A} b1 vk 4 51l 47 I 16 B i 36 T 45 2l £ B
HEBABT IEARFBLATZHE) ), the withholding tax rate in respect to the payment of dividends
by a PRC enterprise to a Hong Kong enterprise is reduced to 5% from a standard rate of 10%
if the Hong Kong enterprise directly holds at least 25% of the PRC enterprise.

Pursuant to the Notice of the State Administration of Taxation on the Issues concerning
the Application of the Dividend Clauses of Tax Agreements ( <[ ZBLH; 48 )5 B i LA T RIS It
TE R B B RE 4@ A1) ), or Circular 81, if the relevant PRC tax authorities determine,
in their discretion, that a company benefits from such reduced income tax rate due to a structure
or arrangement that is primarily tax-driven, such PRC tax authorities may adjust the
preferential tax treatment. Furthermore, the Administrative Measures for Non-Resident
Taxpayer to Enjoy Treatments under Tax Treaties ( <k /& B ANBLN A2 B I 1 18 48 5 B
i£) ), or SAT Circular 60, which became effective in November 2015, require that
non-resident enterprises which satisfy the criteria for entitlement to tax treaty benefits may, at
the time of tax declaration or withholding declaration through a withholding agent, enjoy the
tax treaty benefits, and be subject to ongoing administration by the tax authorities. In the case
where the non-resident enterprises do not apply to the withholding agent to claim the tax treaty
benefits, or the materials and the information stated in the relevant reports and statements
provided to the withholding agent do not satisfy the criteria for entitlement to tax treaty
benefits, the withholding agent should withhold tax pursuant to the provisions of the PRC tax
laws. The SAT issued the Announcement of State Taxation Administration on Promulgation of
the Administrative Measures on Non-resident Taxpayers Enjoying Treaty Benefits ( (B ZBLHs
BRI B B M < JF S RANBE N 2 W B A PLE>B9A ) ), the SAT Circular 35 on
October 14, 2019, which became effective on January 1, 2020. The SAT Circular 35 further
simplified the procedures for enjoying treaty benefits and replaced the SAT Circular 60.
According to the SAT Circular 35, no approvals from the tax authorities are required for a
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non-resident taxpayer to enjoy treaty benefits, where a non-resident taxpayer self-assesses and
concludes that it satisfies the criteria for claiming treaty benefits, it may enjoy treaty benefits
at the time of tax declaration or at the time of withholding through the withholding agent, but
it shall gather and retain the relevant materials as required for future inspection, and accept
follow-up administration by the tax authorities. There are also other conditions for enjoying the
reduced withholding tax rate according to other relevant tax rules and regulations. According
to the Circular on Several Issues regarding the “Beneficial Owner” in Tax Treaties ( (BN FL
Wt e e sz 2 0T A N A B RS A2 ) ), or Circular 9, which was issued on February 3,
2018 by the SAT, effective as of April 1, 2018, when determining the applicant’s status of the
“beneficial owner” regarding tax treatments in connection with dividends, interests or royalties
in the tax treaties, several factors, including without limitation, whether the applicant is
obligated to pay more than 50% of its income in twelve months to residents in third country
or region, whether the business operated by the applicant constitutes the actual business
activities, and whether the counterparty country or region to the tax treaties does not levy any
tax or grant tax exemption on relevant incomes or levy tax at an extremely low rate, will be
taken into account, and it will be analyzed according to the actual circumstances of the specific
cases. This circular further provides that applicants who intend to prove his or her status of the
“beneficial owner” shall submit the relevant documents to the relevant tax bureau according to
the Administrative Measures for Non-Resident Enterprises to Enjoy Treatments under Tax
Treaties.

REGULATIONS RELATING TO INTELLECTUAL PROPERTY RIGHTS

The PRC has adopted comprehensive legislation governing intellectual property rights,
including copyrights, patents, trademarks and domain names.

Copyright. Copyright in the PRC is principally protected under the Copyright Law of the
PRC ( ¥ AN RILANE Z/EHEYL) ) and its implementation rules. Reproducing, distributing,
performing, projecting, broadcasting or compiling a work or communicating the same to the
public via an information network without permission from the owner of the copyright therein,
unless otherwise provided in the Copyright Law of the PRC and related rules and regulations,
shall constitute infringements of copyrights. The infringer shall, according to the
circumstances of the case, undertake to cease the infringement, eliminate impacts, publicly
apologize, and pay damages, etc. In addition, the Regulations on the Protection of Rights to
Information Network Communication ( {5/ E 494 HBEREIR#EMEM]) ) promulgated by the
State Council on May 18, 2006 as amended in 2013, provides specific rules on fair use,
statutory license, and a safe harbor for use of copyrights and copyright management technology
and specifies the liabilities of various entities for violations, including copyright holders,
libraries and Internet service providers.

Patent. The Patent Law ( (ZFi%) ) provides for three types of patents, “invention”,
“utility model” and “design”. To be patentable, invention or utility models must meet three
criteria: novelty, inventiveness and practicability. The National Intellectual Property

Administration is responsible for examining and approving patent applications.
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Trademark. The Trademark Law ( PHf%£#%) ) and its implementation rules protect
registered trademarks. The Trademark Office of National Intellectual Property Administration
is responsible for the registration and administration of trademarks throughout the PRC. The
Trademark Law has adopted a “first-to-file” principle with respect to trademark registration.

Domain Name. Domain names are protected under the Administrative Measures on the
Internet Domain Names ( (ELF#ATI 4 & #LHFX) ) promulgated by the MIIT. Domain name
registrations are handled through domain name service agencies established under the relevant
regulations, and applicants become domain name holders upon successful registration. In
November 2017, the MIIT promulgated the Notice of the Ministry of Industry and Information
Technology on Regulating the Use of Domain Names in Providing Internet-based Information
Services ( {LZEAVE S AL H0 B 48 B0 4915 B IRPS 6 F 3842 (38 %0) ),  which  became
effective on January 1, 2018. Pursuant to the notice, the domain name used by an
Internet-based information service provider in providing Internet-based information services
must be registered and owned by such provider in accordance with the law. If the
Internet-based information service provider is an entity, the domain name registrant must be the
entity (or any of the entity’s shareholders), or the entity’s principal or senior manager.

REGULATIONS RELATING TO FOREIGN EXCHANGE

The principal regulation governing foreign currency exchange in China is the Foreign
Exchange Administration Regulations of the PRC ( "% A\ [ AN B Hh e FRAEGI) ) which
was promulgated by the State Council on January 29, 1996 and was latest amended on August
5, 2008. Pursuant to this regulation and other PRC rules and regulations on currency
conversion, Renminbi is freely convertible for payments of current account items, such as trade
and service-related foreign exchange transactions and dividend payments, but not freely
convertible for capital account items, such as direct investment, loan or investment in securities
outside China unless prior approval of the State Administration of Foreign Exchange (the
“SAFE”) or its local counterpart is obtained.

On February 13, 2015, SAFE promulgated the Notice on Further Simplifying and
Improving the Direct Investment-related Foreign Exchange Administration Policies ( B #E
— A A HCE B ARG A MEE BRI 4 AT ), according to which, entities and individuals
may apply for such foreign exchange registrations from qualified banks. The qualified banks,
under the supervision of SAFE, may directly review the applications and conduct the
registration. On March 30, 2015, SAFE promulgated the Circular on Reforming the
Management Approach regarding the Settlement of Foreign Capital of Foreign-invested
Enterprise ( B CE A 43 A SE A ite B A 5 45 A 3 7 U3 0D ) (the “Circular 197).
According to Circular 19, the foreign exchange capital of foreign-invested enterprises shall be
subject to the Discretionary Foreign Exchange Settlement, which means that the foreign
exchange capital in the capital account of a foreign-invested enterprise for which the rights and
interests of monetary contribution have been confirmed by the local foreign exchange bureau
(or the book-entry registration of monetary contribution by the banks) can be settled at the
banks based on the actual operational needs of the foreign-invested enterprise, and if a
foreign-invested enterprise needs to make further payment from such account, it still needs to
provide supporting documents and proceed with the review process with the banks.
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Furthermore, Circular 19 stipulates that the use of capital by foreign-invested enterprises shall
follow the principles of authenticity and self-use within the business scope of enterprises. The
capital of a foreign-invested enterprise and capital in Renminbi obtained by the foreign
invested enterprise from foreign exchange settlement shall not be used for the following
purposes: (i) directly or indirectly used for payments beyond the business scope of the
enterprises or payments as prohibited by relevant laws and regulations; (ii) directly or
indirectly used for investment in securities unless otherwise provided by the relevant laws and
regulations; (iii) directly or indirectly used for granting entrust loans in Renminbi (unless
permitted by the scope of business), repaying inter- enterprise borrowings (including advances
by the third-party) or repaying the bank loans in Renminbi that have been sub-lent to third
parties; or (iv) directly or indirectly used for expenses related to the purchase of real estate that
is not for self-use (except for the foreign-invested real estate enterprises).

The Circular on Reforming and Standardizing the Foreign Exchange Settlement
Management Policy of Capital Account ( KB B FIR G & A TH H 45 M FLEUR 0@ M) )
(the “Circular 16”), was promulgated by SAFE on June 9, 2016. Pursuant to Circular 16,
enterprises registered in the PRC may also convert their foreign debts from foreign currency
to Renminbi on a self-discretionary basis. Circular 16 reiterates the principle that Renminbi
converted from foreign currency-denominated capital of a company may not be directly or
indirectly used for purposes beyond its business scope or prohibited by PRC Laws, while such
converted Renminbi shall not be provided as loans to its non-affiliated entities.

On January 26, 2017, SAFE promulgated the Circular on Further Improving Reform of
Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification ( [
GRAN A PS5 B A A — 20 MM S R P A 58 25 B G PR B A% O 1) ), which stipulates
several capital control measures with respect to the outbound remittance of profit from
domestic entities to offshore entities, including: (i) banks should check board resolutions
regarding profit distribution, the original version of tax filing records, and audited financial
statements pursuant to the principle of genuine transactions; and (ii) domestic entities should
hold income to account for previous years’ losses before remitting the profits. Moreover,
pursuant to this circular, domestic entities should make detailed explanations of the sources of
capital and utilization arrangements, and provide board resolutions, contracts, and other proof
when completing the registration procedures in connection with an outbound investment.

On October 23, 2019, the SAFE promulgated the Notice for Further Advancing the
Facilitation of Cross-border Trade and Investment ( B Z7MEE P BN E— L s 1%
Sy PCEAE AL IFE R ) (the “Circular 28”), which, among other things, allows all FIEs to use
Renminbi converted from foreign currency-denominated capital for equity investments in
China, as long as the equity investment is genuine, does not violate applicable laws, and
complies with the negative list on foreign investment. On December 31, 2020, the People’s
Bank of China, SAFE and other government authorities jointly issued the Circular on Further
Optimizing Cross-border Renminbi Policies to Support the Stabilization of Foreign Trade and
Foreign Investment ( CBERA B L 5 55 N R BUR SRR AN RBINE B ) (the
“Circular 330”), which, among other things, reiterates the above provisions in Circular 28.
However, since the Circular 28 and Circular 330 are relevantly new, it is unclear how SAFE
and other government authorities as well as competent banks will carry this out in practice.
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According to the Circular of SAFE on Optimizing Foreign Exchange Administration to
Support the Development of Foreign-related Business (€[ %¢ 4/ 24 5 B i 1L 1 R4S 3 52
FRW AN EBEE R R4 H) ) (the “Circular 8”) promulgated and effective on April 10, 2020 by
the SAFE, the reform of facilitating the payments of incomes under the capital accounts shall
be promoted nationwide. Under the prerequisite of ensuring true and compliant use of funds
and compliance and complying with the prevailing administrative provisions on use of income
from capital projects, enterprises which satisfy the criteria are allowed to use income under the
capital account, such as capital funds, foreign debt and overseas listing, etc., for domestic
payment, without the need to provide proof materials for veracity to the bank beforehand for
each transaction.

REGULATIONS RELATING TO STOCK INCENTIVE PLAN

SAFE promulgated the Circular of the State Administration of Foreign Exchange on
Issues concerning the Administration of Foreign Exchange Used for Domestic Individuals’
Participation in Equity Incentive Plans of Companies Listed Overseas ( <[5 74 3= BE 7
B AR N 2 BB A0 1 720 &) B S w1 ) 1 e A A B R RE3E A1) ) (the  “Stock  Option
Rules”) on February 15, 2012. Under the Stock Option Rules and other relevant rules and
regulations, PRC residents who participate in stock incentive plan in an overseas publicly listed
company are required to register with SAFE or its local branches and complete certain other
procedures. Participants of a stock incentive plan who are PRC residents must retain a qualified
PRC agent, which could be a PRC subsidiary of the overseas publicly listed company or
another qualified institution selected by the PRC subsidiary, to conduct the SAFE registration
and other procedures with respect to the stock incentive plan on behalf of the participants. In
addition, the PRC agent is required to amend the SAFE registration with respect to the stock
incentive plan if there is any material change to the stock incentive plan, the PRC agent or
other material changes. The PRC agent must, on behalf of the PRC residents who have the right
to exercise the employee share options, apply to SAFE or its local branches for an annual quota
for the payment of foreign currencies in connection with the PRC residents’ exercise of the
employee share options. The foreign exchange proceeds received by the PRC residents from
the sale of shares under the stock incentive plans granted and dividends distributed by the
overseas listed companies must be remitted into the bank accounts in China opened by the PRC
agents before distribution to such PRC residents.

In addition, the SAT, has issued certain circulars concerning employee share options or
restricted shares. Under these circulars, the employees working in China who exercise share
options or are granted restricted shares will be subject to PRC individual income tax. The PRC
subsidiaries of such overseas listed company have obligations to file documents related to
employee share options or restricted shares with relevant tax authorities and to withhold
individual income taxes of those employees who exercise their share options. If the employees
fail to pay or the PRC subsidiaries fail to withhold their income taxes according to relevant
laws and regulations, the PRC subsidiaries may face sanctions imposed by the tax authorities

or other PRC government authorities.
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REGULATIONS RELATING TO LABOR

The Labor Contract Law ( {%#)5[A#%) ) as promulgated by the SCNPC on June 29,
2007 and amended on December 28, 2012 and effective as from July 1, 2013, and its
implementation rules provide requirements concerning employment contracts between an
employer and its employees. If an employer fails to enter into a written employment contract
with an employee within one year from the date on which the employment relationship is
established, the employer must rectify the situation by entering into a written employment
contract with the employee and pay the employee twice the employee’s salary for the period
from the day following the lapse of one month from the date of establishment of the
employment relationship to the day prior to the execution of the written employment contract.
The Labor Contract Law and its implementation rules also require compensation to be paid
upon certain terminations, which significantly affects the cost of reducing workforce for
employers. In addition, if an employer intends to enforce a non-compete provision with an
employee in an employment contract or non-competition agreement, it has to compensate the
employee on a monthly basis during the term of the restriction period after the termination or
ending of the labor contract. Employers in most cases are also required to provide a severance
payment to their employees after their employment relationships are terminated.

Enterprises in China are required by PRC laws and regulations to participate in certain
employee benefit plans, including social insurance funds, namely a pension plan, a medical
insurance plan, an unemployment insurance plan, a work-related injury insurance plan and a
maternity insurance plan, and a housing provident fund, and contribute to the plans or funds
in amounts equal to certain percentages of salaries, including bonuses and allowances, of the
employees as specified by the local government from time to time at locations where they
operate their businesses or where they are located. According to the Social Insurance Law
( (ke fRBri%) ) which was promulgated by the SCNPC on October 28, 2010 and became
effective on July 1, 2011 and as amended on December 29, 2018, an employer that fails to make
social insurance contributions may be ordered to pay the required contributions within a
stipulated time limit and be subject to a late fee. If the employer still fails to rectify the failure
to make social insurance contributions within the stipulated deadline, it may be subject to a fine
ranging from one to three times the amount overdue. According to the Regulations on
Management of Housing Fund ( {(fE/5ARE&E B H]) ) which was promulgated by the State
Council on April 3, 1999 and became effective on April 3, 1999 and as amended on March 24,
2019, an enterprise that fails to make housing fund contributions may be ordered to rectify the
noncompliance and pay the required contributions within a stipulated time limit; otherwise, an
application may be made to a local court for compulsory enforcement.
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REGULATIONS RELATING TO LEASING

Pursuant to the Law on Administration of Urban Real Estate ( {3%Ti /= & B ),
when leasing premises, the lessor and lessee are required to enter into a written lease contract,
containing such provisions as the leasing term, use of the premises, rental and repair liabilities,
and other rights and obligations of both parties. Both lessor and lessee are also required to
register the lease with the real estate administration department. If the lessor and lessee fail to
go through the registration procedures, both lessor and lessee may be subject to fines.

According to the Civil Code, the lessee may sublease the leased premises to a third party,
subject to the consent of the lessor. Where the lessee subleases the premises, the lease contract
between the lessee and the lessor remains valid. The lessor is entitled to terminate the lease
contract if the lessee subleases the premises without the consent of the lessor. In addition, if
the lessor transfers the premises, the lease contract between the lessee and the lessor will still
remain valid.

Pursuant to the Civil Code, if a mortgagor leases the mortgaged property and the
possession of the mortgaged property has been transferred before the creation of mortgage
interest, the previously established leasehold interest will not be affected by the subsequent
mortgage.

Regulations Relating to Overseas Listing

On February 17, 2023, with the approval of the State Council, the CSRC released the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies
AT SN TR S E iR THHE) (the “Trial Measures”) and five supporting
guidelines, which came into effect on March 31, 2023. According to the Trial Measures, (1)
domestic companies that seek to offer or list securities overseas, both directly and indirectly,
should fulfill the filing procedure and report relevant information to the CSRC, and in the event
of subsequent offering and occurrence of certain major events, domestic companies shall also
fulfill relevant filing procedures and report information to the CSRC; if a domestic company
fails to complete the filing procedure, omits any material fact, falsifies any content or contains
any misleading statement in its filing documents, such domestic company may be subject to
administrative penalties, such as order to rectify, warnings, fines, and its controlling
shareholders, actual controllers, the person directly in charge and other directly liable persons
may also be subject to administrative penalties, such as warnings and fines; (2) if the issuer
meets both of the following conditions, the overseas offering and listing shall be determined
as an indirect overseas offering and listing by a domestic company: (i) any of the total assets,
net assets, revenues or profits of the domestic operating entities of the issuer in the most recent
accounting year accounts for more than 50% of the corresponding figure in the issuer’s audited
consolidated financial statements for the same period; (ii) its major operational activities are
carried out in China or its main places of business are located in China, or the senior managers
in charge of operation and management of the issuer are mostly Chinese citizens or are
domiciled in China; and (3) where a domestic company seeks to indirectly offer and list
securities in an overseas market, the issuer shall designate a major domestic operating entity
responsible for all filing procedures with the CSRC, and where an issuer makes an application
for initial public offering and listing in an overseas market, the issuer shall submit filings with
the CSRC within three business days after such application is submitted.
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On the same day, the CSRC also held a press conference for the release of the Trial
Measures and issued the Notice on Administration for the Filing of Overseas Offering and
Listing by Domestic Companies (BiA5E A BZESTINEEAT b i 228 B PRy A1), which,
among others, clarifies that (1) prior to the effective date of the Trial Measures, domestic
companies that have already submitted valid applications for overseas offering and listing but
have not obtained approval from overseas regulatory authorities or stock exchanges may
reasonably arrange the timing for submitting their filing applications with the CSRC, and must
complete the filing before the completion of their overseas offering and listing; (2) a six-month
transition period will be granted to domestic companies which, prior to the effective date of the
Trial Measures, have already obtained the approval from overseas regulatory authorities or
stock exchanges (such as the completion of hearing in the market of Hong Kong or the
completion of registration in the market of the United States), but have not completed the
indirect overseas listing; if such domestic companies complete the overseas listing within such
six-month transition period and there is no re-hearing required by the Stock Exchange during
such period, they are not subject to the filing procedure with respect to such overseas listing;
and (3) the CSRC will solicit opinions from relevant regulatory authorities and complete the
filing of the overseas listing of companies with contractual arrangements which duly meet the
compliance requirements, and support the development and growth of these companies by
enabling them to utilize two markets and two kinds of resources.

Furthermore, on February 25, 2023, the CSRC released the Provisions on Strengthening
the Confidentiality and Archives Administration Related to the Overseas Securities Offering
and Listing by Domestic Enterprises (B 11118 52 A b 35T AMEEATRE S5 A0 b i AH B OR 4 FIAR 22
EFH TAERHIE) (the “Confidentiality and Archives Administration Provisions”), which came
into effect on March 31, 2023. The Confidentiality and Archives Administration Provisions
require, among others, that PRC domestic enterprises seeking offering and listing of securities
in overseas markets, either directly or indirectly, shall establish the confidentiality and archives
system, and shall complete approval and filing procedures with competent authorities, if such
PRC domestic enterprises or their overseas listing entities provide or publicly disclose
documents or materials involving state secrets and work secrets of PRC government agencies
to relevant securities companies, securities service institutions, overseas regulatory agencies
and other entities and individuals. It further stipulates that providing or publicly disclosing
documents and materials which may adversely affect national security or public interests to
relevant securities companies, securities service institutions, overseas regulatory agencies and
other entities and individuals shall be subject to corresponding procedures in accordance with
relevant laws and regulations.
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OVERVIEW

Capitalizing on our ability to integrate information technology with medical resources
and practices, we have developed and nurtured a replicable and scalable cloud hospital
platform model which connects local governments, medical institutions, patients and insurers
in China. Our history can be traced back to 2011 when our Company was incorporated as the
holding company of our current business. Since then, we have emerged to become a pioneer
in the PRC digital healthcare services market offering a number of solutions to help realize
continuity across the cycle of healthcare. We developed China’s first city-specific cloud
hospital platform according to Frost & Sullivan, and as of December 31, 2021 and September
30, 2022, we are the largest cloud hospital network in China in terms of the number of cities
covered. Our solutions primarily encompass the following business lines: (i) cloud hospital
platform services, (ii) Internet medical services, (iii) health management services and (iv)
smart healthcare products.

BUSINESS MILESTONES

The following is a summary of our key business development milestones since our

inception:
Year Event
2011 . Our Company was incorporated
2012 . We implemented “Healthy Hainan”, a province-wide promotional
campaign for our primary health management platform
2013 . We set up offline our own medical institutions in Shenyang of

Liaoning province as well as in Hunan province

2014 . We started building China’s first city-wide cloud hospital platform
namely, Ningbo Cloud Hospital, in Ningbo, according to Frost &

Sullivan
2015 . We launched mobile app for our city-wide cloud hospital platform
2016 . We started to provide Internet home care services on our cloud

hospital platforms

2017 . We were awarded eHealth Champion in the World Summit on the
Information Society Prizes 2017 for our Ningbo Cloud Hospital

2020 . We cooperated with the cardiology department of a Class III Grade A
hospital to establish standard processes for post-discharge follow-ups

. We completed the construction of a provincial cloud-based supervisory
digital healthcare platform in Jiangsu province
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Year Event
2021 . We helped more than 30 hospitals establish their Internet hospital in
Ningbo
. Our three top types of services of Internet home care services became

payable by social insurance over the Ningbo Cloud Hospital platform

OUR MAJOR SUBSIDIARIES AND CONSOLIDATED AFFILIATED ENTITIES

As of the Latest Practicable Date, we have 27 intermediate holding companies and
Subsidiaries incorporated in the PRC and Hong Kong. We set forth below information about
our Group members that we deem significant or made a material contribution to our operating

results during the Track Record Period:

Date of Place of Ownership as of the Latest Principal business
Name establishment establishment Practicable Date activities
Xikang WFOE August 12, 2011  PRC Wholly owned by Xikang Investment holding
International
Xikang Medical ~ December 26, PRC Owned as to 80% by Ms. Investment holding
2017 Zong Wenhong and 20%

by Ms. Wang Shuli, and
controlled by Xikang
WFOE through the
Xikang Medical
Contractual Arrangements

Xikang March 27, 2015 PRC Owned as to 80% by Investment holding
Information Ms. Zong Wenhong and
20% by Ms. Wang Shuli,
and controlled by Xikang
WFOE through the
Xikang Information
Contractual Arrangements

Xikang Medical  January 24, 2018 PRC Owned as to 70% by Investment holding
Management Xikang WFOE and
30% by Xikang Medical
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Name

Date of
establishment

Place of

establishment

Ownership as of the Latest Principal business

Practicable Date

activities

Ningbo Xikang

Ningbo Cloud
Hospital

Shanghai Xikang

Shanghai Clinic

Xikang Medical
System

Liaoning Xikang October 13, 2011

July 25, 2014

June 26, 2015

January 11, 2013

September 24,

2015

November 24,
2011

PRC

PRC

PRC

PRC

PRC

PRC

Wholly owned by Xikang
Medical Management

Wholly owned by
Ningbo Xikang

Wholly owned by Xikang
Medical Management

Wholly owned by
Shanghai Xikang

Wholly owned by
Xikang WFOE

Wholly owned by
Xikang WFOE

~ 174 -

Investment holding
company of
Ningbo Cloud
Hospital

Provision of Internet
medical services
and health
management
services

Investment holding
company of
Shanghai Clinic

Provision of Internet
medical services
and health
management

services

Investment holding
company of
Heilongjiang
Neusoft Xikang
Technology Co.,
Lid. (FRHEVLSRUEC
BRI TR A
(“Heilongjiang
Xikang”)

Investment holding
company of
Dandong Jinhai
Xikang Clinic Co.,
Lid. (JFR&IRER
P A PR )
(“Dandong
Clinic”)
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MAJOR CORPORATE DEVELOPMENT AND SHAREHOLDING CHANGES OF OUR
GROUP

Major Shareholding changes
We describe below the major changes in the shareholding of our Group.

Our Company was incorporated as an exempted company with limited liability in the
Cayman Islands on May 12, 2011. At the time of incorporation, our Company had an authorized
share capital of US$50,000.00 divided into 50,000 Shares of a nominal value of US$1.00 each.
Immediately after incorporation, one Share of our Company was alloted and issued to an initial
subscriber, an Independent Third Party, who on the same day transferred the same to Neusoft
(HK). On the same day, our Company alloted and issued 34,999 Shares and 15,000 Shares to
Neusoft (HK) and Smartwave, respectively. As a result of the above changes, our Company was
held as to 70% by Neusoft (HK) and 30% by Smartwave. Our Company completed a
subdivision of Shares of par value of US$1.00 each into par value of US$0.001 each in May
2012. The authorized share capital of our Company was subsequently increased and as of the
Latest Practicable Date, the authorized share capital of our Company was US$300,000 divided
into 300,000,000 ordinary Shares at par value of US$0.001 each.

Since the incorporation of our Company, we have completed several rounds of
Pre-[REDACTED] Investments. Our Company issued ordinary Shares, Class A Ordinary
Shares, Class B Ordinary Shares and Class C Ordinary Shares to the relevant
Pre-[REDACTED] Investors between 2015 and 2020. See “— Pre-[REDACTED] Investments”
in this section for further details.

Other investments

As of December 31, 2022, we held investments in three companies in the PRC that are
principally engaged in the provision of health management services. We believe these
companies have businesses that are complementary to ours. See note 12 to the Accountant’s
Report set out in Appendix I to this document for further details.

Major Acquisitions, Disposals and Mergers
The Dalian Yunshe Acquisition

On February 17, 2020, Xikang WFOE entered into a capital increase agreement with
Dalian Xikang Yunshe Development Co., Ltd. (K#EHEEFREEZEFRARAF) (“Dalian
Yunshe”), pursuant to which Xikang WFOE subscribed for a registered capital of RMB91.7
million in Dalian Yunshe at a consideration of RMB100 million (the “Dalian Yunshe
Acquisition”). The consideration was determined at arm’s length negotiations between the
parties after taking into account the valuation of Dalian Yunshe at the time of the capital
increase, which was conducted based on the audited financial information of Dalian Yunshe by
an independent valuer. The Dalian Yunshe Acquisition was fully settled on December 28, 2020.
Following the completion of the Dalian Yunshe Acquisition, Xikang WFOE held an equity
interest of 11.83% in Dalian Yunshe.
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Dalian Yunshe is principally engaged in the operation and management of health
preserving hotels. As of the Latest Practicable Date, Dalian Yunshe is owned as to 55.92% by
Neusoft Holdings. As such, Dalian Yunshe is an associate of Neusoft Holding and therefore our
connected person pursuant to Chapter 14A of the Listing Rules. Through the connection of our
cloud hospital platforms with Dalian Yunshe, we provide hotel guests with a series of health
management services. As such, Dalian Yunshe serves as a gateway for us to acquire hotel
guests as new users on our cloud hospital platforms. In light of the above, our Directors believe
that the acquisition of minority interests in Dalian Yunshe could bring synergistic effect to our

Group and is conducive to our future development.
The Neusoft Consulting Acquisition

Intending to bring synergistic effect to our Group, Xikang WFOE and Neusoft
Corporation entered into an equity transfer agreement on June 1, 2020, pursuant to which
Neusoft Corporation transferred 100% equity interest in Neusoft Management Consulting
(Shanghai) Co., Ltd. CRECEHFH(EE)AMRAT) (“Neusoft Consulting”) to Xikang
WFOE for a consideration of RMB96.4 million (the “Neusoft Consulting Acquisition”).
Neusoft Consulting is mainly engaged in business consulting service, including, among others,
medical device. The consideration was determined based on arm’s length negotiations between
the parties and based on the independent asset valuation of the properties of Neusoft
Consulting at the time of such transfer. The consideration was fully settled on September 30,
2020. As the highest applicable percentage ratio as defined under the Listing Rules is less than
25%, the Neusoft Consulting Acquisition does not constitute an acquisition of a material
subsidiary or business during the Track Record Period and the pre-acquisition financial
information of Neusoft Consulting is not required to be disclosed under Rule 4.05A of the
Listing Rules.

As of the Latest Practicable Date, (i) both the Dalian Yunshe Acquisition and the Neusoft
Consulting Acquisition have been legally completed, and (ii) all necessary approvals from the
relevant authorities for the Dalian Yunshe Acquisition and the Neusoft Consulting Acquisition
have been obtained.

Save as disclosed above and in the paragraph headed *“ — Corporate Reorganization —
Restructuring of the Onshore Entities” in this section, we did not conduct any major
acquisitions, disposals or mergers during the Track Record Period and up to the Latest
Practicable Date.
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PRE-[REDACTED] INVESTMENTS

Overview

Our Group has received two rounds of the Pre-[REDACTED] Investments since the
commencement of business. The table below sets forth the principal terms of the
Pre-[REDACTED] Investments:

Pre-[REDACTED]

Investor

Kingset
Ventures

Noble
Investment

Syn Invest

First Care

Date of the share
subscription
agreement(s)

Shares in our
Company being
subscribed for

Shares
immediately
following the
Share
Subdivision

Total
consideration
paid

Date on which
investment was
fully settled

Basis of
consideration

Cost per share

Post-money
valuation of

the Company

Discount to the
[REDACTED]

Lock-up

Use of proceeds

September 15,
2015 and April
27, 2016

17,340,000
Class A
Ordinary Shares

86,700,000
Class A Ordinary
Shares®

US$51,000,000

July 6, 2016

September 15,
2015 and April
27,2016

3,400,000
ordinary Shares

17,000,000
ordinary
Shares™

US$10,000,000

July 4, 2016

September 15,
2015

8,500,000
ordinary Shares

42,500,000
ordinary
Shares®

US$25,000,000

December 31,
2015

Ordinary Shares ~ Ordinary Shares

January 3, 2017 January 10, 2017

December 13,
2019

12,945,758
Class C
Ordinary Shares

64,728,790

Class B Ordinary Class B Ordinary Class C Ordinary

Shares®

U.S. dollar
equivalent of
RMB350,000,000
(equivalent to
approximately
US$49,997,817)

January 23, 2020

The relevant consideration was determined after arm’s length negotiations between our Company and the
Pre-[REDACTED] Investors with reference to the financial performance and the business valuation of our Company,

the timing of the investments, the status of our business and operation and our future prospects.

US$0.59

US$359 million

[REDACTED]% "

Not subject to
lock-up

US$0.59

US$359 million

US$0.59

US$359 million

[REDACTED]%“  [REDACTED]% "

Not subject to
lock-up

Not subject to
lock-up

[REDACTED]%  [REDACTED]%"

US$0.77

US$551 million

[REDACTED]%

Not subject to
lock-up

The proceeds have been fully utilized for contribution into our Group as investment capital to be used for business

expansion, capital expenditures and general working capital requirements.
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Pre-[REDACTED] Kingset Noble
Investor Ventures Investment Syn Invest PICC P&C Alps Alpine First Care

Strategic benefits ~ Our Directors are of the view that our Company would benefit from the additional capital provided by the

of the Pre-[REDACTED] Investors’ investments in our Company and their investments serve as an endorsement of our
investments Company’s strength and prospects.
brought to

the Company

Shareholding in 12.16% 2.38% 5.96% 14.30% 0.95% 9.08%
our Company
immediately
before the
[REDACTED]

Shareholding in [REDACTED]%  [REDACTED]%  [REDACTED]%  [REDACTED]%  [REDACTED]%  [REDACTED]%
our Company
immediately
after the
[REDACTED]®

Notes:

(1)  Assuming the [REDACTED] will be conducted at the midpoint of the [REDACTED], being
HK$[REDACTED].

(2)  Presuming the Assumptions.

(3)  Ordinary Shares, Class A ordinary Share, Class B ordinary Share and Class C ordinary Shares are the same
class of Shares, namely ordinary Shares of our Company which were authorized and issued in different rounds
of pre-[REDACTED] investments.

(4)  Kingset Ventures, Noble Investment and Syn Invest are financial and passive investors of our Company and
their investments in the Company’s Shares in September 2015 and April 2016 were based on arm’s length
negotiation among the parties after taking into consideration of, among others, the financial performance of
our Company prior to the date of the respective share subscription agreements, business valuation of our
Company, the timing of the investments, the status of business and operation and our future prospects. In the
meantime, PICC P&C and Alps Alpine are strategic investors of the Company which were expected to create
synergies with our business, and their investment in the Company’s Shares in December 2016 have referenced
the valuation of the Company in the last round of investment in September 2015 and April 2016, as the cost
per share for the subscription of the Company’s Shares was determined among the parties in July 2016 in the
term sheet entered into by the Company, PICC P&C and Alps Alpine. In addition, PICC P&C and Alps Alpine,
as strategic investor of the Company, do not have certain special rights, e.g. divestment rights, enjoyed by our
financial investors, as they are expected to have long term cooperation with us in various aspects. In light of
the above, the post-money valuations and the discount to the [REDACTED] were the same among these
Pre-[REDACTED] Investors based on their commercial negotiation with the Company considering the nature
of their investment even though their share subscription agreements were entered into in different time periods.

Special Rights

Pursuant to the Pre-[REDACTED] Shareholders’ Agreement, some of the
Pre-[REDACTED] Investors were granted certain special rights in relation to our Company,
including, among others, divestment rights, director nomination rights, anti-dilution rights,
customary rights of first refusal, co-sale rights, pre-emptive rights and information and
inspection rights. Certain special rights (including the divestment rights) have been terminated
immediately before our Company’s [REDACTED] and all remaining special rights will be
terminated upon [REDACTED].

- 178 -



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

HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

Information about the Pre-[REDACTED] Investors

Save as disclosed herein, (i) each of the Pre-[REDACTED] investors does not have any
past or present relationship with any other Pre-[REDACTED] investors and their respective
ultimate beneficial owners; and (ii) each of the Pre-[REDACTED] investors does not have any
past or present relationships with our Company and subsidiaries, their respective controlling
shareholders, directors, senior management or any of their respective associates.

Kingset Ventures

Kingset Ventures, a company incorporated in the BVI, is a group member of Hony
Capital. Hony Capital, founded in 2003 and sponsored by Legend Holdings (Hif8#/%), is a
leading investment management firm. It has invested in over 100 companies in areas of
pharmaceutical and healthcare, consumer products, food and beverage, entertainment,
environmental protection and new energy, as well as machinery and equipment manufacturing.
Hony Capital and its group members manage assets on behalf of institutional clients such as
foundations, sovereign wealth funds, university endowments and family offices.

Noble Investment

Noble Investment, a company incorporated in the Cayman Islands, is ultimately
controlled by The Goldman Sachs Group, Inc., a company incorporated under the laws of
Delaware and whose shares are listed on the New York Stock Exchange (ticker symbol: GS).
The Goldman Sachs Group, Inc. is a leading global investment banking, securities and
investment management firm that provides a wide range of financial services to a substantial
and diversified client base that includes corporations, financial institutions, governments and
individuals.

Syn Invest

Syn Invest is a company established in the BVI and fully owned by Shenzhen Synergetic
Hechuang Investment Management Partnership (Limited Partnership) (I T 1 [F] AR G 4% &4
MEBMEEFEREY)) (“Synergetic Hechuang”). Synergetic Hechuang is a limited
partnership established in the PRC. It is managed by its general partner, Synergetic Innovation
Fund Management Co., Ltd. (1R8I EE A RAF) (“SIFMC”) and owned as to 80%
by Shanghai Gopher Xinmian Investment Center (Limited Partnership) (K2 (5 % &
LDAMRE%)) (“Shanghai Gopher Xinmian™) controlled by Chinese investor Ms. Wang
Jingbo (FE&#), 19.8% by Ms. LI Qi (¥¥%i) and 0.2% by Shenzhen Synergetic Heshun
Investment Partnership (Limited Partnership) (GFEIITHFEIARIERESEEEHEREY))
(“Synergetic Heshun”). SIFMC, a professional investment fund management company, has a
registered capital of RMB117.7 million and is headquartered in Shenzhen, with branches in
Beijing, Wuhan, and Luxembourg. It specializes in investment management, capital markets
operations, mergers and acquisitions, equity investment, incubation services, real estate
investment and financing advising and consulting. Both SIFMC and Synergetic Heshun are
ultimately beneficially owned by Chinese investor Dr. Wanshou Li (Z=#3%).
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PICC P&C

PICC P&C, established in the PRC in July 2003, is the largest property and casualty
insurance company in the PRC. PICC P&C was listed on the Main Board of the Stock
Exchange on November 6, 2003 (stock code: 02328), being the first overseas listed financial
company in the PRC.

Alps Alpine

Alps Alpine is a company established in Japan whose shares are listed on the Tokyo Stock
Exchange (stock code: 6770). Alps Alpine is a leading manufacturer of electronic components
and automotive infotainment systems. Alps Alpine and its affiliates currently operate in 26
countries and regions, supplying approximately 40,000 different products and solutions to
around 2,000 companies worldwide. Those offerings include devices such as switches, sensors,
data communication modules, touch input panels, actuators and power inductors, as well as
systems and services such as digital type keys based on smartphone app and blockchain
technology, and remote monitoring.

First Care

First Care is a company incorporated in the Cayman Islands and principally engaged in
investment activities. It is owned as to 70% by Suzhou 6 Dimensions Investment Partnership
(BRI R E R B AEEREY)) (“Suzhou 6 Dimensions”) and 30% by Suzhou
Frontline Phase II Venture Capital Partnership (#f/N#F —HIGIERESBAEEREH))
(“Suzhou Frontline II”’). Suzhou 6 Dimensions and Suzhou Frontline II and their affiliates
have an aggregate of approximately RMB3.7 billion of assets under management. Suzhou 6
Dimensions is controlled by its general partner, Suzhou Tongyu Investment Management
Partnership (Limited Partnership) (FfR/MHEBBEEMLSEEEEREY))  (“Suzhou
Tongyu”). Suzhou 6 Dimensions has 13 limited partners, the largest of which is Suzhou
Innovative Industry Development Guiding Fund (Limited Partnership) (#7817 & 2£ 48 & 5|
BHG (AMRE%)), a state-owned fund, holding approximately 19.5% of its partnership
interest, and each of the other 12 limited partners of Suzhou 6 Dimensions holds less than 15%
of its partnership interest. Suzhou Frontline II is controlled by its general partner, Suzhou
Fuyan Venture Capital Management Partnership (Limited Partnership) (B /M & W5 8 £ &4
BB EEERET)) (“Suzhou Fuyan”). Suzhou Frontline II has 15 limited partners, the
largest of which is Suzhou Industrial Park Guochuang Tonghe Equity Investment Partnership
(Limited Partnership) (FfJH T35 @B A@E IR E G B A% (BREW)), beneficially
owned by Aeon Life Insurance Company Limited (H4F A7 PR BRZA 7)), with Dalian
Wanda Group Co., Ltd. (R #EEE AR T) being its single largest shareholder
holding approximately 11.5% of its equity shares, holding approximately 18.1% of its
partnership interest and each of the other 14 limited partners of Suzhou Frontline II holds less
than 15% of its partnership interest. Both of Suzhou Tongyu and Suzhou Fuyan are in turn
controlled by their general partner, Suzhou Yunchang Investment Consulting Limited (%% 75
REEHH AP F) (“Suzhou Yunchang”), a company ultimately beneficially owned by Mr.
CHEN Ziging (F#¥%0). Suzhou 6 Dimensions, Suzhou Frontline II, Suzhou Tongyu, Suzhou
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Fuyan and Suzhou Yunchang are referred to as “6 Dimensions Entities”. 6 Dimensions Entities
are global investment platforms with a focus on innovative life science companies in the PRC
and the United States. The portfolio companies of 6 Dimensions Entities include, among
others, CStone Pharmaceuticals, Hua Medicine, Ocumension Therapeutics, 111, Inc., Kymera
Therapeutics, iTeos Therapeutics, Ideaya Biosciences, Fulcrum Therapeutics, TCR?
Therapeutics, Viela Bio, Inc., Innovent Biologics, Inc. and Shenzhen Kangtai Biological
Products Co., Ltd., all of which are biotech or pharmaceutical companies.

Public Float

Save for PICC P&C and Kingset Ventures, upon completion of the [REDACTED] and
presuming the Assumptions, none of the Pre-[REDACTED] investors are core connected
persons (as defined under the Listing Rules) of our Company and the subscriptions of the
Shares by the Pre-[REDACTED] Investors are not financed directly or indirectly by a
connected person of our Company. Therefore, save for PICC P&C and Kingset Ventures, the
Shares held by the Pre-[REDACTED] investors, representing [REDACTED]% of our
enlarged issued share capital presuming the Assumptions, will be counted towards public float
of our Company.

Compliance with Interim Guidance and Guidance Letters

The Sole Sponsor confirm that the Pre-[REDACTED] Investments are in compliance
with (i) the Interim Guidance on Pre-IPO Investments issued by the Stock Exchange on
October 13, 2010 and the Guidance Letter HKEX-GL29-12 reproducing the same issued by the
Stock Exchange in January 2012 and updated in March 2017; and (ii) the Guidance Letter
HKEX-GL43-12 issued by the Stock Exchange in October 2012 and updated in July 2013 and
March 2017.
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We underwent the following steps in effecting the Reorganization:

Restructuring of Onshore Entities

To streamline our business operations and optimize our corporate structure for the

purpose of the [REDACTED], we transferred the equity interests in certain onshore entities to
Jiangsu Lixin Technology Development Co., Ltd. (VLER S HEHEEERAFRA ) (“Jiangsu
Lixin”), an Independent Third Party. Details of the transfers are set out below:

Place of
establishment

Ownership prior to

Name the Reorganization  activities

Principal business

Transaction

Neusoft PRC

Consulting

Wholly owned by
Xikang WFOE are yet to

commence

Dalian Xikang PRC Wholly owned by

Liaoning Xikang

Investment holding

Chongqing PRC Wholly owned by

Xikang WFOE

Investment holding
Xikang
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Business operations

On April 20, 2021, Jiangsu Lixin, a
company whose principal businesses
include property management,
engaged in a capital increase of
RMB107.1 million in Neusoft
Consulting to preserve and increase
the value of Neusoft Consulting,
following which Neusoft Consulting
is owned as to 51% and 49% by
Jiangsu Lixin and Xikang WFOE,
respectively. The considerations
were determined after arm’s length
negotiations between the parties and
based on independent asset
valuation of the properties of

Neusoft Consulting.

On April 20, 2021, Liaoning Xikang
transferred 100% of the equity
interest in Dalian Xikang to Jiangsu
Lixin at a consideration of RMB13
million. The considerations were
determined after arm’s length
negotiations between the parties and
based on independent asset
valuation of the properties of Dalian
Xikang.

On April 20, 2021, Xikang WFOE
transferred 100% of the equity
interest in Chongqing Xikang to
Jiangsu Lixin at nil consideration.



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

HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

Place of Ownership prior to  Principal business

Name establishment the Reorganization  activities Transaction

Shanghai PRC Wholly owned by Business operations ~ On April 20, 2021, Shanghai Xikang
Cloud Shanghai Xikang are yet to transferred 100% of the equity
Hospital commence interest in Shanghai Cloud Hospital

to Jiangsu Lixin at a consideration
of RMB9.5 million. The
considerations were determined after
arm’s length negotiations between
the parties and based on
independent asset valuation of the
properties of Shanghai Cloud
Hospital.

Hefei Baohe ~ PRC An indirect wholly Business operations ~ On April 20, 2021, Anhui Xikang

Clinic owned subsidiary are yet to transferred 100% of the equity

of Xikang WFOE commence interest in Hefei Baohe Clinic to

Jiangsu Lixin at a consideration of
RMBS.2 million. The considerations
were determined after arm’s length
negotiations between the parties and
based on independent asset
valuation of the properties of Hefei
Baohe Clinic.

Fuzhou Health PRC An indirect wholly Business operations ~ On April 20, 2021, Fujian Xikang
Examination owned subsidiary are yet to transferred 100% of the equity
Center of Xikang WFOE commence interest in Fuzhou Health

Examination Center to Jiangsu Lixin
at nil consideration.

Beijing Xikang PRC Wholly owned by Business operations  On April 20, 2021, Xikang Medical

Xikang Medical are yet to Management transferred 100% of
Management commence the equity interest in Beijing Xikang

to Jiangsu Lixin at nil
consideration.

None of the above onshore entities were involved in any material non-compliance
incidents or legal proceedings/disputes during the Track Record Period.
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Transfer of equity intertest in Chengdu Xikang by Xikang Medical Management to
Xikang WFOE and Xikang Medical

Pursuant to (i) the Catalog of Industries for Guiding Foreign Investment ( {ZMisif% & =
¥F48EHEK) ) promulgated in 2015 and 2017; (ii) the Special Management Measures
(Negative List) for the Access of Foreign Investment (&4 &HEA SRR Al E FEHE e (& 1S
Hy) promulgated in 2018, 2019, 2020 and 2021; (iii) the Interim Administrative Measures on
Sino-Foreign Equity Medical Institutions and Sino-Foreign Cooperative Medical Institutions
( {PINGE ~ GVEBERMEE I B 1782 ) ); and (iv) the verbal consultation with an officer
of the NHC conducted by the respective PRC legal advisors of our Company and the Sole
Sponsor, except in Sichuan Province, foreign investors are not allowed to hold, either directly
or indirectly, more than 70% equity interest in a “medical institution” established on or after
April 10, 2015 in the PRC. Pursuant to the Administrative Measures on Sino-Foreign Equity
Medical Institutions and Sino-Foreign Cooperative Medical Institutions of Sichuan Province
( KN BFINEE ~ BIEBRHEE T ) and based on the telephone consultation with
an officer of the Health Commission of Sichuan (PU)I|&#Ef@#HZ: B ) conducted by the
respective PRC legal advisors of our Company and the Sole Sponsor, foreign investors are not
allowed to hold, either directly or indirectly, more than 90% equity interest in a medical
institution in Sichuan Province (“Less Stringent Foreign Investment Restrictions in Sichuan
Province”). For details, please see “Contractual Arrangements — Overview.”

As advised by our PRC Legal Advisor, Chengdu Neusoft Xikang Health Management
Service Co., Ltd. Gaoxin Ronghua North Road Comprehensive Clinic (J8#R H#i B85 il e 45 1
RS A B 7l = B AR #E L B 455 P72 1), a branch company of Chengdu Xikang, is considered
a “medical institution” in Sichuan Province and is subject to the Less Stringent Foreign
Investment Restrictions in Sichuan Province. Prior to the Reorganization and in compliance
with the applicable PRC laws and regulations, Chengdu Xikang was wholly owned by Xikang
Medical Management, which is in turn owned as to 70% by Xikang WFOE. In order to
narrowly tailor the Contractual Arrangements to the maximum extent in preparation for the
[REDACTED] as required under the Listing Decision LD43-3, on April 30, 2021, Xikang
Medical Management transferred 90% and 10% of the equity interest in Chengdu Xikang to
Xikang WFOE and Xikang Medical at nil consideration.

Contractual Arrangements

In preparation of the [REDACTED], on May 18, 2021, the Company terminated its
previous contractual arrangements entered into between Xikang WFOE, each of Xikang
Information and Xikang Medical and their respective shareholders (the “Previous Contractual
Arrangements”) and entered into a series of new contractual arrangements by and among (i)
Xikang WFOE, Xikang Information, Ms. Zong Wenhong and Ms. Wang Shuli; and (ii) Xikang
WFOE, Xikang Medical, Ms. Zong Wenhong and Ms. Wang Shuli, including the exclusive
management consultancy and business cooperation agreement, exclusive option agreement,

equity pledge agreement, spouse undertakings letter and power of attorney.
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As advised by our PRC Legal Advisor, the PRC subsidiaries in our Group have obtained
the requisite government approvals in respect of the Reorganization and the Reorganization
complies with the relevant laws and regulations in all material respects.

SHARE OPTION SCHEMES

Pre-[REDACTED] SOS

The Pre-[REDACTED] SOS was adopted by our Board on March 29, 2019. The purpose
of the Pre-[REDACTED] SOS is to achieve strategic goals and fuel the development of our
Company by providing our Directors, senior management and employees with the opportunity
to acquire proprietary interests in our Company.

As of the Latest Practicable Date, the options under the Pre-[REDACTED] SOS in
respect of an aggregate of 16,320,000 Shares (or [81,600,000] Shares immediately following
the Share Subdivision), representing approximately [REDACTED]% of the Shares upon
completion of the [REDACTED] presuming the Assumptions, have been granted to 428
Grantees, and all these options are still outstanding and unexercised. See “Statutory and
General Information — D. Share Option Schemes — 1. Pre-[REDACTED] SOS” in Appendix IV
for details.

Post-[REDACTED] SOS

In order to provide incentives and rewards to participants for their contributions to, and
continuing efforts to promote the interest of, the Company, we have adopted the
Post-[REDACTED] SOS as approved by our Board on May 27, 2021. See “Statutory and
General Information — D. Share Option Schemes — 2. Post-[REDACTED] SOS” in Appendix
IV for details.

We will comply with Chapter 14A of the Listing Rules and other applicable Listing Rules
when the options granted to connected persons under the Pre-[REDACTED] SOS and
Post-[REDACTED] SOS are exercised.
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PRC REGULATORY REQUIREMENTS
M&A Rules

According to the Regulations on Mergers and Acquisitions of Domestic Companies by
Foreign Investors ( (BHRAMNETEE PSRN BZERHIED ) (the “M&A Rules”) jointly
issued by MOFCOM, the State-owned Assets Supervision and Administration Commission of
the State Council, the STA, the CSRC, the SAIC and the SAFE on August 8, 2006, effective
as of September 8, 2006 and amended on June 22, 2009, a foreign investor is required to obtain
necessary approvals when it (i) acquires the equity of a domestic enterprise so as to convert the
domestic enterprise into a foreign-invested enterprise; (ii) subscribes the increased capital of
a domestic enterprise so as to convert the domestic enterprise into a foreign-invested
enterprise; (iii) establishes a foreign-invested enterprise through which it purchases the assets
of a domestic enterprise and operates these assets; or (iv) purchases the assets of a domestic
enterprise, and then invests such assets to establish a foreign-invested enterprise.

Our PRC Legal Advisor is of the opinion that, based on its understanding of the current
PRC laws and regulations, approval from MOFCOM under the M&A Rules is not required
because (i) our Xikang WFOE was not established through a merger or acquisition of equity
interest or assets of a PRC domestic company owned by PRC companies or individuals as
defined under the M&A Rules that are the beneficial owners of our Company, and (ii) no
provision in the M&A Rules clearly classifies contractual arrangements as a type of transaction
subject to the M&A Rules.

Foreign Investment into Medical Institutions and our Compliance with Relevant Rules

According to the Foreign Investment Orientation Provisions, which was promulgated by
the State Council on February 11, 2002 and came into effect on April 1, 2002, projects with
foreign investment shall fall into four categories, namely, encouraged, permitted, restricted and
prohibited. The encouraged, restricted and prohibited projects with foreign investment shall be
listed in the Catalog of Industries for Guiding Foreign Investment while any project not listed
in the catalog is deemed to be a permitted project for foreign investment.

Medical institutions were not listed in restricted or prohibited category under the Catalog
of Industries for Guiding Foreign Investment (2011 version) ( €201 144 & 246 E H
#k) ), effective on January 30, 2012, the “2011 Catalog”). The Catalog of Industries for
Guiding Foreign Investment (2015 Version) ( €20154FAMpsi#& & m 3458 H #) ) (the “2015
Catalog”) replaced the 2011 Catalog and categorized medical institution as an industry that
falls into the restricted category for foreign investment since April 10, 2015.
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We, through Xikang WFOE, established certain of our medical institutions, namely,
Liaoning Neusoft Xikang Health Management Co., Ltd. Wenti Road Comprehensive Clinic (%
P BRI R R i R HILA PR W) SCHE BR 455 M2 8B), a branch company of Liaoning Xikang,
Hunan Xikang Health Management Co., Ltd. Renshu Xikang Comprehensive Clinic (iR B
fa B A LA PR A0 BE R 45 A 32 7), a branch company of Hunan Xikang, Wuhan Clinic,
Hefei Shushan Clinic and Fuzhou Clinic between January 30, 2011 and April 10, 2015
according to the then effective 2011 Catalog. On April 16, 2021, the respective PRC legal
advisors of our Company and of the Sole Sponsor conducted telephone consultation with an
officer of the NHC who verbally confirmed that, (i) foreign investors may indirectly establish
medical institutions through an ownership structure between January 30, 2011 and April 10,
2015 in the PRC and may hold 100% equity interests of such medical institutions, and (ii) such
ownership structure is in compliance with the then effective rules and no need to be further
adjusted though the 2015 Catalog was promulgated there after. Accordingly, we may continue
owning and operating the medical institutions stated above through Xikang WFOE. Please refer
to the “Corporate Structure after the [REDACTED]” for further details.

Following the issue of the 2015 Catalog, operation of “medical institution” established on
or after April 10, 2015 in the PRC falls within the “restricted category” for foreign investment
under the PRC laws and we operate our medical institutions through Contractual Arrangement.
For further details, please refer to “Contractual Arrangement — Overview”.
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As of the Latest Practicable Date, (i) Neusoft Corporation, our largest Shareholder,
indirectly held approximately 27.94% interest of our issued share capital through Neusoft
(HK), and (ii) Neusoft Holdings, our second largest Shareholder, indirectly held approximately
23.42% interest of our issued share capital through Smartwave, Dongkong International Fifth
and Dongkong International Seventh.

There is a clear delineation of businesses of Neusoft Corporation, Neusoft Holdings and
their respective close associates with those operated by our Group. As of the Latest Practicable
Date, each of Neusoft Corporation and Neusoft Holdings and their close associates did not
operate business that competes or potentially competes with our Group’s business. Please see
below main business of Neusoft Corporation and Neusoft Holdings, as well as the shareholding
relationships among our Company, Neusoft Corporation and Neusoft Holdings.

Neusoft Corporation

Neusoft Corporation is a company listed on the Shanghai Stock Exchange (stock code:
600718) principally engaged in software and IT service industry. According to Neusoft
Corporation’s annual report of 2022, as of December 31, 2022, Neusoft Corporation is owned
by Neusoft Holdings and numerous institutional investors, such as Northeastern University
Technology Industry Group Co., Ltd. (GRIUKEER}HL & ELE E A R/ F]), Alpine Electronics
(China) Co., Ltd. (FIAFIRTE (B FR/AH]), Alpine Electronics, Inc., SAP SE, as well as
other public shareholders, totaling 61,559 shareholders. Neusoft Holdings was Neusoft
Corporation’s single largest shareholder holding approximately 14.24% of its total shares, and
the shareholding percentages of the other top nine shareholders of Neusoft Corporation ranged
from approximately 0.6989% to 7.1040% as of December 31, 2022. Therefore, Neusoft
Corporation does not have any controlling shareholder or actual controller. Dr. Liu, the
chairperson of our Board and a non-executive Director, is also the chairman of Neusoft
Corporation.

Neusoft Holdings

Neusoft Holdings is an investment holding company and it invests in four primary
industries: education, IT services, medical devices, and healthcare services. As of the Latest
Practicable Date, Neusoft Holdings and its close associates did not operate business that
competes or potentially competes with that of our Group. In specifically,

. Neusoft Medical Systems Co., Ltd. (FHEFEARFBMARAF) (“Neusoft
Medical”), a company in which Neusoft Holdings held 15.51% of equity interests,
is a leading provider of medical imaging solutions and services, and mainly provides
digital medical devices for diagnosis and treatment, intelligent imaging services,
imaging-based clinical solutions and medical image R&D services. Neusoft Medical
focuses on developing, manufacturing and distributing a comprehensive range of
advanced, technology-enabled imaging, therapeutic and diagnostic products (such as
radiographic equipment and diagnostic ultrasound equipment) to healthcare
providers. Its customers mainly include hospitals and other medical institutions.
Meanwhile, our Group is devoted to offering cloud hospital platform service,
Internet medical services and health management services to our customers. As
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such, our service can be clearly delineated from the products of Neusoft Medical and
there is no competition or potential competition between the business of our Group
and that of Neusoft Medical;

. Neusoft Healthcare Management Co., Ltd. (FUHRfat5 B8 A R/ F]) (“Neusoft
Healthcare Management”), a wholly-owned subsidiary of Neusoft Holdings. It is
mainly engaged in, by itself and through its operating subsidiaries, the establishment
and daily management of offline cardiovascular and dental hospitals and the
provision of logistic support to these hospitals, all of which do not operate business
that competes or potentially competes with that of our Group.

Set forth below is a simplified organizational chart showing the shareholding
relationships among our Company, Neusoft Corporation and Neusoft Holdings.

Dr. Liu Jiren Other 15 individual

Shareholders
| 51.00% | 49.00%
Shenyang Kang Ruidao
general and l managing partner { managing partner lmanaging partner
n;l;r?irrlg Tianjin Zengdao Tianjin Jianrui Tianjin Zhikang
0-13% limited partner limited partner limited partner
38.62% 31.05% 30.20%
A
> Dalian Kang Ruidao Management”
99.00%

A A

29.65% Dalian Neusoft Thinking Technology Development Co., Ltd.
' (R RS AR B I A PR A T
10.82%
g A 4
Lgd
Neusoft Holdings
14.24%
y
Neusoft Corporation®
100% 100% 100% 100%
A 4
Dongkong Dongkong
Neusoft (HK) Smartwave International Fifth International Seventh

27.94% 10.73% 9.59% 3.10%

A 4

Our Company
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Note:

(D

©3)

As of the Latest Practicable Date, Shenyang Kang Ruidao Consulting Co., Ltd. (%5 HE&E & #14 FRA )
(“Shenyang Kang Ruidao”) is the general and managing partner of Dalian Kang Ruidao Management
Consulting Centre (Limited Partnership) (K#HEEA# S F.OERSH)) (“Dalian Kang Ruidao
Management”), holding approximately 0.13% of its partnership interest. Other three limited partners,
including Tianjin Zengdao Management Consultancy Center (Limited Partnership) (78 & Bk 50 O (FF
FRA4%)) (“Tianjin Zengdao™), Tianjin Jianrui Management Consultancy Center (Limited Partnership) (K
MG P LA RAR)) (formerly known as Dalian Jianrui Management Consultancy Center (Limited
Partnership) (KEMEEHHEAFLHERAE)) (“Tianjin Jianrui”) and Tianjin Zhikang Management
Consultancy Center (Limited Partnership) (KR REHFHF.OHRAR)) (formerly known as Dalian
Fukang Engineering Technical Consultancy Center (Limited Partnership) (K% & FE LR T # # 0 CH IR &
%)) (“Tianjin Zhikang”) held 38.62%, 31.05% and 30.20% of the partnership interests in Dalian Kang Ruidao
Management, respectively. Shenyang Kang Ruidao is the managing partner of Tianjin Zengdao, Tianjin Jianrui
and Tianjin Zhikang. Dr. Liu held 51% of the total shares of Shenyang Kang Ruidao. As such, Dr. Liu
effectively controls Dalian Kang Ruidao Management, which is interested in, directly and indirectly, 40.47%
of the total shares of Neusoft Holdings.

As of the Latest Practicable Date, Dr. Liu directly held 0.41% of equity interests in Neusoft Corporation.
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OVERVIEW

Our Company

We developed China’s first city-specific cloud hospital platform, according to Frost &
Sullivan, and nurtured a cloud hospital network that connects local governments, medical
institutions, patients and insurers to enable equitable access to medical resources and more
effective and efficient delivery of healthcare. Through the cloud hospital network, we facilitate
the delivery of Internet medical services, including online hospital services, remote medical
services, smart family doctor services and Internet home care services. We also provide health
management services and offer smart healthcare products. According to Frost & Sullivan, as
of December 31, 2021 and September 30, 2022, we were the largest cloud hospital network in
China in terms of the number of cities covered.

Digital healthcare is the integration of information technology with medical resources and
practices to create new healthcare service platforms and infrastructure, and to enable
stakeholders to deliver more precise and customized care with improved quality and equitable
access. Through digital healthcare, we help relevant stakeholders realize healthcare
transformation, to achieve digital connection between online and offline settings, inside and
outside of medical institutions and among medical institutions, and solve diverse and systemic
problems facing the healthcare system. We believe that the core value of cloud-based
healthcare should reside with empowering all participants in the healthcare system, to align
with all relevant stakeholders’ interests without disrupting the system as a whole.

As of December 31, 2020 and 2022, our network grew from 24 to 29 city-specific cloud
hospital platforms in China. As of the same dates, 1,796 to 2,400 hospitals were connected to
our cloud hospital network, respectively. In 2020, 2021 and 2022, approximately 512,900,
1,111,400 and 1,674,000 total online consultations took place over our platforms, respectively,
and approximately 925,800, 787,000 and 839,000 prescriptions were processed over our
platforms, respectively. During the same years, the volume of our remote medical services was
approximately 701,000, 860,600 and 1,067,000, respectively, the volume of our smart family
doctor services was approximately 1,417,600, 2,306,600 and 5,218,000, respectively, and the
volume of Internet home care services was approximately 16,400, 29,900 and 54,000 over our
platforms, respectively. Meanwhile, in 2020, 2021 and 2022, the volume of our health
management services was approximately 475,000, 525,900 and 480,000, respectively.
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We believe our cloud hospital platforms can generate strong network effects as more
hospitals and other participants join our platforms over time to expand the depth and breadth
of medical resources available and extend their reach to an ever-larger group of healthcare
consumers, resulting in a virtuous cycle in sustaining our growth.

In 2020, 2021 and 2022, our revenue was RMB503.0 million, RMB614.3 million and
RMB687.4 million, respectively.

Our Solutions

We have created a portfolio of solutions designed to empower the participants in the
healthcare system to improve overall efficiency and effectiveness. In particular, our solutions

encompass the following:

. Cloud Hospital Platform Services. We provide local governments, medical
institutions and insurers with: (i) platform construction services that construct or
upgrade cloud hospital platforms for local governments or independent cloud
hospital systems for large medical institutions; and (ii) platform connection services
that connect medical institutions to our cloud hospital platforms, which enable them
to provide Internet medical services.

Our cloud hospital platforms typically offer six function modules, namely the online
hospital services module, remote medical services module, family doctor services
module, Internet nursing care services module, health management services module
and chronic disease management services module. Customers are able to choose one
or a bundle of such modules to be implemented in their cloud hospital platforms.
These modules are developed by us, and the functions of such modules can be
modified and tailored to address various healthcare needs. We generally adopt a
cost-plus pricing strategy for the cloud hospital platform services. As of December
31, 2020 and 2022, our network grew from 24 to 29 city-specific cloud hospital
platforms in China. As of the same dates, 1,796 to 2,400 hospitals were connected
to our cloud hospital network, respectively. In 2020, 2021 and 2022, we generated
84.4%, 54.8% and 71.0% from our cloud hospital platform services offered via
city-specific cloud hospital platforms, respectively.

. Internet Medical Services. Supported by our cloud hospital platforms, third-party
and our own medical institutions can provide online and offline integrated Internet
medical services consisting of online hospital services, remote medical services,
smart family doctor services and Internet home care services.
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The online hospital services, including smart hospital services, online medical
consultation and prescription processing and value-added follow-up management
services, mainly focus on patients’ consultations and management in respect of
chronic diseases and are designed to increase patients’ stickiness through high
value-added services that are not available in the traditional offline hospital setting,
especially through leveraging our participation in specialty medical consortiums.

The remote medical services help primary medical institutions expand their service
capabilities to provide remote diagnosis, remote consultation and bidirectional
referral services so as to achieve the same coverage and quality of care as large
hospitals.

The smart family doctor services help patients and other healthcare consumers to
sign up family doctors, which are typically general practitioners of primary medical
institutions, to acquire personalized healthcare solutions.

The Internet home care services enable nurses to utilize their fragmented spare time
to provide professional care services at the patient’s premises, thereby extending
nursing care from hospitals to households.

In 2020, 2021 and 2022, approximately 512,900, 1,111,400 and 1,674,000 total
online consultations took place over our platforms, respectively, and approximately
925,800, 787,000 and 839,000 prescriptions were processed over our platforms,
respectively. During the same years, the volume of our remote medical services was
approximately 701,000, 860,600 and 1,067,000, respectively, the volume of our
smart family doctor services was approximately 1,417,600, 2,306,600 and
5,218,000, respectively, and the volume of Internet home care services was
approximately 16,400, 29,900 and 54,000 over our platforms, respectively. In 2020,
2021 and 2022, we generated 95.0%, 93.0% and 95.6% from our Internet medical

services offered via city-specific cloud hospital platforms, respectively.

. Health Management Services. We provide integrated health management services
to institutional and individual clients through our own medical institutions. Our
institutional clients typically are government agencies, corporations, banks and

insurers, who purchase our services for the benefit of their employees.

In particular, we offer comprehensive health management services, which mainly
include offline health check-ups through our own medical institutions and online
health management services including virtual well-being tutorials and lifestyle
planning recommendations provided by our online health management
professionals. Meanwhile, we provide chronic disease management services, which
mainly include chronic disease condition monitoring, healthcare news feed services

and intervention planning services based on individuals’ chronic disease conditions.
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In 2020, 2021 and 2022, the volume of our health management services was
approximately 475,000, 525,900 and 480,000, respectively. During the same
periods, the revenue contribution from institutional clients for this segment was
87.0%, 85.5% and 85.7%, respectively.

Smart Healthcare Products. We mainly offer Digital Clinic and Digital Pharmacy
products and All-in-One Healthcare Devices to local governments and primary
medical institutions as well as other smart healthcare devices to corporations and
individuals to cover various healthcare needs under different settings.

For local government and primary medical institutions, our smart healthcare product
offerings mainly include Digital Clinic and Digital Pharmacy products and
All-in-One Healthcare Devices, among other things. These products are integrated
into our cloud hospital platforms and digitize and transmit vital signs and test results
to our platform, to facilitate remote medical consultations, drug delivery and
establish EHRs for individuals. In 2020, 2021 and 2022, the sales volumes of our
Digital Clinic and Digital Pharmacy products were 191, 188 and 178, respectively.
In the same years, the sales volumes of our All-in-One Healthcare Devices were
1,994, 4,144 and 815, respectively. In general, the sales price of a standard set of our
Digital Clinic and Digital Pharmacy products ranges from RMB50,000 to
RMB200,000, and the sales price of our All-in-One Healthcare Device products
ranges from RMB5,000 to RMB20,000.

We also provide corporations and individuals with our smart healthcare devices,
which mainly include smart blood pressure monitors, smart blood glucose meters,
and smart wearables, among others. These devices allow patients or healthcare
consumers and their family members to better monitor and manage health. We
typically have a fixed purchase price for the smart healthcare devices.

The following table sets forth our revenue breakdown by business line for the years

indicated:
Year ended December 31,
2020 2021 2022
(RMB in thousands, except for percentages)
Cloud hospital platform services. . . . 78,611 15.6% 127,967 20.8% 122,369 17.8%
Internet medical services. ... ... .. 55,057 11.0% 93,407 152% 137,834 20.1%
- Online hospital services . ... .. 49,240 9.8% 80,144 13.0% 117,972 17.2%
— Remote medical services ... .. 4,325 0.9% 10,248 1.7% 13,871 2.0%
— Smart family doctor services . . . - - - - - -
— Internet home care services . . . . 1,492 0.3% 3,015 0.5% 5,991 0.9%
Health management services . .. ... 222,465 442% 240,918 39.2% 209,199 30.4%
Smart healthcare products . . ... ... 146,875 29.2% 152,010 24.8% 218,013 31.7%
Total .. .................. 503,008 100.0% 614,302 100.0% 687,415 100.0%
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The following diagram illustrates the relationships among our four business segments and
the synergistic effects generated among them:
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Our solutions are designed to generate synergistic effects among themselves. Our cloud
hospital platform services, serving as the entry point of our solutions, connect healthcare
participants to our cloud infrastructure, thereby allowing them access to our SaaS tools and
medical service modules. The Internet medical services empower medical institutions to offer
convenient and one-stop online and offline integrated healthcare services inside and outside of
medical institutions to patients. We also provide integrated health management services
through our own medical institutions to individuals and institutional clients, so as to enable
them or their employees to manage health. Furthermore, the smart healthcare products have
enriched the healthcare scenarios so that our solutions can benefit the end patients and
healthcare consumers, and created room for us to further enrich our service offerings. We
expect our solutions to further attract healthcare participants to our platforms and increase
quality medical resources available through our platforms, thereby resulting in a virtuous cycle
for our sustainable growth.

CITY-SPECIFIC CLOUD HOSPITAL PLATFORMS
Overview

We help local governments, medical institutions and insurers build their own cloud
hospital platforms through our offering of cloud hospital platforms services, in particular by
establishing functional modules for local governments and developing independent institution-
based cloud hospital systems for medical institutions. In some cities, such cloud hospital
platforms may develop into a city-specific cloud hospital platform, on which one or more of
our service offerings under the Internet medical services segment are made available to
facilitate the digitization and connection of city-wide medical resources.
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The city-specific cloud hospital platform is an important feature of our solutions,
concerning the cloud hospital platform services and Internet medical services. It is a regional
digital healthcare platform constructed by us based on requirements of the local governments,
and may include different platform functions from one another. Over such platform, one or
more types of the Internet medical services are enabled to be offered by connected medical
institutions. We also help operate and upgrade such infrastructure on an ongoing basis,
depending on the terms of the contracts with local governments, thereby generating continual
revenue from our cloud hospital platform services.

According to Frost & Sullivan, we are China’s first city-specific cloud hospital platform
provider. We prefer to establish cloud hospital platforms on a city level because: (i) the supply
and demand of medical resources in China are typically arranged at city level and subject to
the local city-level governments’ overall planning and management and the demand side tends
to seek medical resources at city level; (ii) we can identify and match the diversified medical
demands and medical resources available in each different city through our city-specific cloud
hospital platforms cost-effectively and time-efficiently; and (iii) our strategic focus on
establishing city-specific cloud hospital platforms avails ourselves of the favorable
government policies promoting the development of “Internet + Healthcare” services. See
“Industry Overview — The PRC Digital Healthcare Services Market — Accelerated Digitization
of the PRC Digital Healthcare Services Market — Drivers of the Digitalization of the PRC

Digital Healthcare Services Market — Favorable Government Policies.”

As local governments are usually responsible for ascertaining the generic functions and
modules of city-specific cloud hospital platforms, we focus on effective communications and
close cooperation with local governments at the early stage of establishing such platforms.
Local governments typically recommend medical institutions within their administrative areas
to connect to our city-specific cloud hospital platform. Although such recommendations are not
mandatory, such medical institutions typically are incentivized to connect with us to enhance
their ability to provide Internet medical services. After the initial establishment, the
city-specific cloud platform typically only consists of generic functions. Medical institutions,
particularly large-scale hospitals, have the need to develop customized modules and establish
independent cloud hospital systems on top of the existing functions embedded in the
city-specific cloud hospital platforms.

Furthermore, in general, once a city-specific cloud hospital platform is in operation, it is
unlikely that such platform will be replaced entirely by technological infrastructure of another
company. This has formed a relatively high entry barrier for our peers seeking to enter the
digital healthcare market of such city.

In particular, our proven track record in Ningbo and Shenyang demonstrated the
sustainability of our cloud hospital platform services after completion of initial platform
construction. Specifically, in 2021, we entered into a contract with a local government in
Shenyang to help further upgrade its existing cloud hospital platform. In 2021, we also helped
more than 30 hospitals in Ningbo to develop and establish their independent cloud hospital
systems to connect to the Ningbo Cloud Hospital platform.
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The following table sets forth our revenue of the cloud hospital platform services and
Internet medical services generated from our Ningbo and Shenyang Cloud Hospital platforms:

Year ended December 31,
2020 2021 2022
(RMB in thousands)

Ningbo

Cloud hospital platform services . ......... 5,512 7,088 4,765

Internet medical services .. .............. 45,080 70,922 97,277

Shenyang

Cloud hospital platform services . ......... 38,610 16,902 13,844

Internet medical services . ............... 6,545 14,061 27,391
See “— Our Solutions — Internet Medical Services — Case Study: Ningbo” and “— Our

Solutions — Internet Medical Services — Case Study: Shenyang” for details.
Platform Network

As of December 31, 2020, 2021 and 2022, our network consisted of 24, 28 and 29
city-specific cloud hospital platforms in China, respectively. The 29 city-specific cloud
hospital platforms as of December 31, 2022 are primarily located in three regions, (i) the
Yangtze River Delta (such as Ningbo), (ii) Southern China (such as Chongqing) and (iii)
Northern China (such as Shenyang). These platforms covered a population of approximately
137.0 million in aggregate and the total medical expenditure in the relevant regions amounted
to approximately RMB165.9 billion in 2021. Specifically, our flagship city-specific cloud
hospital platforms in Ningbo and Shenyang exemplified how our solutions have been stably
and successfully empowered healthcare participants in the delivery of healthcare services to
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drive our business sustainability. See “— Our Solutions — Internet Medical Services — Case
Study: Ningbo” and “— Our Solutions — Internet Medical Services — Case Study: Shenyang” for

details.
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The following map illustrates the locations of the 29 city-specific cloud hospital
platforms in China as of December 31, 2022:

Cities with city-specific cloud hospital platforms established

Note: The above 29 cities as of December 31, 2022 comprise Anshan, Baoshan, Chongqing, Dalian, Dandong,
Hechi, Huangshan, Kunming, Lianyugang, Liaoyang, Mianyang, Nanjing, Nanning, Nantong, Neijiang,
Ningbo, Putian, Shanghai, Shenyang, Suqian, Taiyuan, Tieling, Xiangtan, Xinxiang, Xuzhou, Yantai,
Yichang, Zhoushan and Zibo.

We intend to further expand our presence of city-specific cloud hospital platforms to other
parts of China such as the Yangtze River Delta, Pearl River Delta, the Beijing-Tianjin-Hebei

13

Metropolitan Region, and Central and Western China. See “— Our Strategies” and “ Future
Plans and Use of [REDACTED].” Going forward, we will further monetize our services
through the deepened cooperation with local governments as well as medical institutions to
help further enhance our capabilities in offering cloud hospital platform services and

facilitating Internet medical services across the nation.

We also value the needs in cities in which we have not yet established city-specific cloud
hospital platforms and we directly provide customized services to cater to local needs. In cities
where we have not yet established city-specific platforms, we provide (i) cloud hospital
platform services by establishing functional modules for local governments and developing
independent cloud hospital systems for medical institutions; and (ii) Internet medical services
after the medical institutions are connected to our cloud hospital platform deployed on a public
cloud server. We believe such offerings showcase our service capabilities and lay a solid basis
for cooperation potentials for the establishment of city-specific cloud hospital platforms in
such cities going forward.
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Notably, we generated respectable revenue from cloud hospital platform services in cities
other than those with established city-specific cloud platforms as our revenue sources
expanded, which proved that we did not solely rely on cities where there are established
city-specific cloud hospital platforms. In 2020, 2021 and 2022, we generated 15.6%, 45.2%
and 29.0%, respectively, from cloud hospital platform services and 5.0%, 7.0% and 4.4%,
respectively, from Internet medical services offered in cities where we have not yet established
city-specific cloud hospital platforms.

Tailored Strategies for Different Cities

The development of each city-specific cloud hospital platform progresses at varied rates,
depending on a number of factors, including the population size, maturity of local medical and
information infrastructure, extensiveness of medical networks, regulatory dynamics and public
awareness and acceptance of our solutions.

We tailor development strategies based on such factors, providing different services as
different entry points or selecting different types of medical institutions to initiate contact with.
To better serve the unique situations of different cities, we carefully tailor development
strategies and design, develop and offer customized modules and services for each city-specific
cloud hospital platform based on local situation. For example, if the information technology
development level of primary medical institutions in certain cities in Southern China is
relatively low, they are more incentivized to connect to our platform to digitalize their
operations. Accordingly, we may elect to connect with a large number of primary medical
institutions first, and then hospitals in such cities, or the other way around in other cities. Also,
we may initially offer different types of services in different cities based on our understanding
of the local needs. For cities where local governments focus on solving the problems of
long-term care of the elderly, like Kunming, we initially provided Internet home care services,
and for cities where local governments intend to strengthen primary healthcare servicing
capabilities, like Liaoyang, we initially provided smart family doctor services. As a result, the
specific service offerings and revenue growth from the city-specific cloud hospital platforms

in different cities may vary significantly, depending on the development strategies we adopt.

Among our 29 city-specific cloud hospital platforms as of December 31, 2022, we have
gradually identified and focused on 8 cities with strong potential and favorable local factors for
Internet medical services. We actively promote Internet medical services by deploying local
operational teams and devoting more resources to these cities, some details of which are set
forth below:

City Time of completion of the platform
Ningbo . . ... . 2016
Shenyang . . ... ... ... .. 2017
Chonqging .. ....... .. ... ... 2020
Nanjing . ... ... ... e 2019
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City Time of completion of the platform
Dalian .. ... ... ... 2020
Nanning . ... ... ... 2021

Still under construction, completion expected
Kunming . .. ... ... in 2023

Still under construction, completion expected
Shanghai . . . ... ... ... .. . in 2023

OUR STRENGTHS

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

China’s largest cloud hospital network committed to transforming the delivery of care

We developed China’s first city-specific cloud hospital platform in Ningbo in 2015,
according to Frost & Sullivan, and created a unique city-specific cloud hospital platform model
rooted in the city context. Leveraging our rapid replications of such model in other cities since
then, we have nurtured a cloud hospital network that connects local governments, medical
institutions, patients and insurers to enable equitable access to medical resources and more
effective and efficient delivery of healthcare. As of December 31, 2022, our network consisted
of city-specific cloud hospital platforms in 29 cities in China. According to Frost & Sullivan,
as of December 31, 2021 and September 30, 2022, we are the largest cloud hospital network
in China in terms of the number of cities covered. In addition, according to Frost & Sullivan,
as of December 31, 2021, we ranked third in terms of the total number of medical institutions
(including both primary medical institutions and hospitals) connected to digital healthcare
platforms. Our network covered 3.4% and 5.8% of the total number of medical institutions and
hospitals, respectively, in China as of the same date.

We intend to align with all relevant stakeholders to solve diverse and systemic problems.
We believe that the core value of cloud-based healthcare should reside with empowering all
participants in the healthcare system, as opposed to displacing the incumbents that could run
the risk of conflicts of interest or disrupting the system as a whole. Accordingly, our cloud
hospital platform model was designed to bridge the gaps among the participants in the
healthcare system to achieve synergistic optimization of city-wide healthcare operations in
terms of cost saving, efficiency and patient experience.

For example, the Ningbo Cloud Hospital platform is the dominant role model in Zhejiang
province. As China’s first city-specific cloud hospital platform according to Frost & Sullivan,
it has achieved real-time monitoring, seamless connectivity and evident synergies between
offline and online care, driven by a full implementation of EMRs. We aimed to align with all
relevant stakeholders in developing and operating the Ningbo Cloud Hospital platform, and
continually focused on creating value for all participants including local governments, medical
institutions, patients and insurers. All of the public medical institutions in Ningbo had joined
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the Ningbo Cloud Hospital platform by December 2020, according to the Health Commission
of Ningbo. In 2020, 2021 and 2022, the penetration rate (calculated as the number of hospitals
connected to our platforms as a percentage of the total number of hospitals in 2020 in the
respective city) in Ningbo was generally higher than 40%. In particular, the service volume of
our Internet home care services increased from 5,900 in 2020 to 11,000 in 2021 and further to
23,000 in 2022, combined with an increase in the number of nurses on the Ningbo Cloud
Hospital platform from 5,600 in 2020 to 6,200 in 2021 and further to 8,700 in 2022. The proven
success of the Ningbo Cloud Hospital platform exemplified how we helped the local healthcare
system achieve efficiency of healthcare services and realize our own rapid business growth and
monetization.

Through city-specific cloud hospital platforms, we help certain local governments
aggregate and process multisource heterogeneous data from medical institutions and various
government agencies at city and provincial levels, so that these data are leveraged to generate
insights and evidence for policy making and outcome evaluation, and implement population
health management initiatives. As of December 31, 2022, we had established and operated
three provincial-level Internet healthcare service supervision platforms in Jiangsu, Liaoning
and Yunnan provinces.

Replicable and scalable cloud hospital platform model

Our cloud hospital platform model is replicable and scalable. Augmented by our years of
expertise in developing and operating cloud hospital platforms, this model can be rapidly
implemented in new cities and is sufficiently flexible to accommodate city-specific
particularities, while it is scalable to continually penetrate existing cities to connect more
healthcare participants, enhance the breadth and depth of our solutions and incorporate
additional functionalities such as integration of insurance systems and advanced models of
smart healthcare devices.

We have been continually optimizing our cloud hospital platform model since its
inception, for which we have developed a well-proven approach, spanning from identifying the
varied demands of different healthcare participants, refining processes of healthcare delivery,
and coordinating among the disparate participants, to offering education and operational
support in relation to our cloud hospital platforms. Leveraging our in-depth understanding of
the pain points facing the PRC healthcare industry and expertise in expanding our city-specific
cloud hospital platforms, we analyze and gain insights into the particularities of the local
healthcare landscapes and adopt customized approaches to address the more urgent local needs,
when applying our model to a new city.

In particular, the number of cities for which we have established city-specific cloud
hospital platforms increased from only one in 2014 to 24 as of December 31, 2020, and further
increased to 29 as of December 31, 2022. This demonstrates the replicability of our cloud
hospital platform model in different cities.
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Meanwhile, our cloud hospital platform model is scalable. We first established city-
specific cloud hospital platforms in Ningbo in 2014 and Shenyang in 2015. The city-specific
cloud hospital platforms in both cities recorded continuously growing revenue from the cloud
hospital platform services and Internet medical services after seven and eight years from their
platform inception, respectively. Revenue of the cloud hospital platform services and Internet
medical services generated from our Ningbo Cloud Hospital platform increased from RMB50.6
million in 2020 to RMB78.0 million in 2021, and further to RMB102.0 million in 2022. Such
increases were generally attributable to the increase in the service volumes of the online
hospital services.

We replicated this model in Shenyang in 2015. Revenue of the cloud hospital platform
services and Internet medical services generated from our Shenyang Cloud Hospital platform
decreased from RMB45.2 million in 2020 to RMB31.0 million in 2021, despite general
increases in the service volumes of the online hospital services and remote medical services in
2021; it further increased to RMB41.2 million in 2022.

In addition, specific government policies encourage the replication of our cloud hospital
platform model in other cities. The provincial government of Zhejiang has issued a provincial-
level policy for the expansion of Internet home care services in August 2022, which is expected
to significantly and positively affect our prospects within Zhejiang province to provide Internet
home care services. Pursuant to such policy, Internet home care services are encouraged by the
government to be adopted by all cities in Zhejiang province by 2023, relying on the Internet
home care services infrastructure constructed and operated solely by us. As the Ningbo Cloud
Hospital platform is deployed via the Internet home care services infrastructure and is referred
to as a role model of Zhejiang province by the provincial government of Zhejiang in terms of
digital healthcare application, we would be highly likely providing Internet home care services
for all cities in Zhejiang province, and Ningbo Cloud Hospital platform will be likely
replicated as a role model in other cities without the need to build brand new platforms for each
individual city.

The replicability and scalability of our model are also attributable to our strong
technological and data capabilities. This model has been developed upon our cloud hospital
platform, a cloud-based healthcare infrastructure that integrates technologies in mobile
Internet, IoT, cloud computing, big data and AI. These technologies enable us to build
functionalities in a modular way, which makes the deployment of our cloud hospital platform
model easier and faster, while retaining great flexibility in customization based on the specific

13

circumstances of a city. For details on our cloud hospital platform, see “— Technology and

Infrastructure.”

As of December 31, 2020 and 2022, our network grew from 24 to 29 city-specific cloud
hospital platforms in China. Recognizing the benefits of our platforms in realizing their
healthcare policy goals, local governments may promote our solutions in their own initiatives,
which helps us increase penetration in the relevant cities more cost-effectively. As of
December 31, 2020 and 2022, 1,796 and 2,400 hospitals were connected to our cloud hospital
network, respectively. As more hospitals join our network over time, we believe that our cloud
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hospital platforms will attract more local governments, medical institutions, patients and
insurers as well as other participants to enjoy the benefits they create, which is expected to
expand the depth and breadth of medical resources available and extend their reach to an ever
larger group of healthcare consumers, resulting in a virtuous cycle with significant network
effects on our business.

Comprehensive solution portfolio to realize continuity through the full cycle of healthcare

We have designed a number of adaptable solutions to achieve continuity through the cycle
of healthcare. Our diversified online and offline integrated service offerings empower medical
institutions and professionals to serve patients with varied conditions in primary, secondary
and convalescent care, and we have also launched health management services to address

healthcare consumers’ needs for maintaining a healthy lifestyle.

We connect primary care providers such as primary medical institutions and primary care
practitioners with top hospital specialists through our remote medical services, which help
primary care providers expand their service capabilities so as to achieve the same coverage and
quality of care as large hospitals. This can, in turn, improve patients’ confidence in primary
care providers, and enable more effective distribution of medical resources. As of
December 31, 2022, our platforms connected with 35,500 medical institutions, including
33,000 primary medical institutions, with approximately 113,000 registered doctors.

By integrating medical resources at large hospitals over our platforms, we empower
secondary care providers to offer a continuum of online and offline integrated healthcare
services before, during and after medical consultations. By digitizing appointment making and
check-up report inquiries, our smart hospital services facilitate more efficient and pleasant
hospital visits for patients, and improves overall hospital operations. Other healthcare services
available on our platforms include post-discharge follow-ups, drug delivery and home care, all
easily accessible by patients, which are expected to drive positive care outcomes, reduce
hospital re-admissions and provide convenience to patients.

We also facilitate Internet home care services for individuals with complex or progressive
illnesses or severe disabilities who lack the care they need in the community or at a long-term
care facility. Leveraging our close cooperation with a large number of hospitals across China,
we are able to precisely identify potential patient groups with needs for continuing care, and,
accordingly, convert them to users of our cloud hospital platforms. This also aligns with the
interests of the hospitals, as the connectivity of data of patients receiving continuing care
through our platforms enables hospitals to have better visibility of bed access and more
efficient remote monitoring of individual patients. We commenced the Internet home care
services in Ningbo in 2016, one of earliest in the PRC healthcare industry, according to Frost
& Sullivan. As of December 31, 2022, Internet home care services provided by approximately
870 medical institutions were available on our platforms, with approximately 38,000 registered
nurses. In 2020, 2021 and 2022, the volume of the Internet home care services was
approximately 16,400, 29,900 and 54,000 over our platforms, respectively, growing at a CAGR
of 81.5% from 2020 to 2022.
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Moreover, we provide offline health management services to institutions and individuals,
customized based on customer groups’ varied needs. Capitalizing on our own medical
institutions, we offer health check-ups, health information as well as related value-added
services, and customers can opt to utilize the professional healthcare services available on our
cloud hospital platforms. In addition, we provide EMR-based chronic disease management
services to patients. They can upload measurement data to our platforms through mobile
devices, which is then accessible by doctors to carry out real-time monitoring and intervention.
In particular, our chronic disease management services provided to rural hypertension patients
in certain regions of China were found to associate with approximately 33.3% risk reduction
of cardiovascular disease events and improvement in blood pressure control. We are also
proactively working with medical insurers in promoting a managed healthcare project with
respect to outpatient chronic disease patients in a city in China.

In-depth understanding of medical specialties to integrate quality medical resources and
ensure quality of healthcare delivery

Leveraging our in-depth understanding of medical specialties, we are able to integrate
quality medical resources and implement stringent quality control measures to safeguard the
quality and security of care delivery.

We team up with renowned medical institutions and top medical groups in China to form
“medical specialty consortiums.” Collaborating with such consortiums, we have formulated
standard medical specialty-based processes, systems and programs in areas such as cardiology,
obstetrics, pediatrics, oncology and specialized care. Such programs are designed to optimize
the delivery of healthcare, and help other medical institutions offer professional, standardized
and specialized medical services. We also built these programs into our cloud hospital
platforms, to further empower the healthcare providers in our network, particularly primary
medical institutions and primary care practitioners. Such collaborations also enable us to
develop diversified service offerings on our platforms to serve the elderly, patients with

chronic diseases, women, children and tumor patients, among others.

We have cooperated with the cardiology department of a Class III Grade A hospital in
Shanghai to develop standard processes for post-discharge follow-ups, with a view to
enhancing recovery of patients with cardiovascular diseases and preventing re-admissions. As
of December 31, 2022, standard processes for post-discharge follow-ups were developed for 43
cardiovascular diseases. We have also collaborated with a renowned national medical group of
cardiologists in forming and operating the cardiology consortium, and established a sorting
system for patients with cardiovascular diseases based on the capabilities of medical
institutions and complexity of treatments to optimize the deployment of medical resources and
patient welfare. Through such sorting system, large hospitals are able to focus on intractable
medical conditions and urgent and acute cases such as valve and artificial heart surgeries with
general hospitals focusing on diagnosis and treatment services for relatively complex medical
conditions such as percutaneous coronary intervention treatment and coronary artery bypass
surgeries, while primary medical institutions are also responsible for basic healthcare services
such as chronic disease management and recovery.
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Moreover, we have formed and operate a maternal and child health consortium in Shanxi
province through cooperation with a Class III Grade A hospital. As of December 31, 2022, this
consortium served 242 alliance hospitals in Shanxi province in organizing a well-rounded
maternal and child health practice. We have also founded and operate a reproductive health
consortium with medical institutions, including a Class III Grade A hospital in Jilin province,
which connected 50 alliance hospitals in 28 cities of four provinces as of December 31, 2022.

Leveraging years of experience gained from operating and managing medical institutions
on our own as well as our capabilities in building regulatory supervision platforms for Internet
healthcare services, we are equipped with strong abilities to oversee the quality of care
delivery. We believe such abilities are the cornerstone of sustainable and long-term growth of
our platforms and solutions. For example, for Internet home care services, we strictly require
nurses to have more than five years’ working experience in accordance with relevant PRC
requirements. Before they commence services, all the nurses must complete nursing care
training carried out by medical institutions. For certain specialized nursing care projects, such
as wound stoma care, peripherally inserted central catheter care, peritoneal dialysis care,
pressure ulcer care and T-tube care, nurses must obtain relevant certificates after passing
academic training and tests approved by medical institutions. For postpartum rehabilitation,
infant rehabilitation and other maternal and child nursing programs, nurses are required to have
first-hand nursing experience and relevant nursing qualifications.

Visionary management team and industry-leading and supportive shareholders

Our management team consists of members with in-depth understanding of China’s
Internet and healthcare industries, and rich management experience or entrepreneur success in
big data analytics and delivery of care. On average, our senior management members have 15
years’ experience in technology, healthcare, insurance and/or regulatory affairs.

Our Chairperson, Dr. Liu Jiren, is a well-regarded leading figure in the PRC software
industry, with more than 35 years’ experience. As a co-founder of Neusoft Corporation, he has
led the growth of Neusoft Corporation since its establishment in 1991. Before then, Dr. Liu was
a lecturer and director of the Software Research Center at Northeastern University in China.
At present, Dr. Liu serves as vice chairman of the China Software Industry Association and
executive council member of the China Association of Automation. Dr. Liu was honored with
the 2019 EY Entrepreneur Of The Year Alumni Award for Societal Impact. In 2018, Dr. Liu was
among the “100 Outstanding Entrepreneurs of the Private Sector during the 40 Years since the
Chinese Economic Reform” issued by the All-China Federation of Industry and Commerce. In
addition, Dr. Liu was recognized as the 2009 CCTV China Economic Person of the Year.

Our CEO, Ms. Zong Wenhong, has over 12 years’ management experience in the
healthcare industry. She was previously a general practitioner with extensive clinical
experience and received intermediate qualifications in obstetrics and gynecology, internal
medicine and general medicine from the National Health Commission of the PRC. Ms. Zong
also holds a master’s degree in software engineering, and previously served at local
administrations of health technology and informatization as well as social security.
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We also benefit from our industry-leading and strategic shareholders, such as Neusoft
Corporation along with its pan-healthcare alliance, and PICC P&C. Their respective well-
established market positions and expertise in software and insurance can help us better promote
our platforms and solutions. We also receive endorsement from leading financial investors
including Hony Capital, 6 Dimensions Capital and Goldman Sachs.

In particular, Neusoft Corporation is a large-scale service provider in healthcare solutions
and data technology in China, with 30 years’ industry experience in software engineering and
IT. We have gained valuable insights into the healthcare and technology industries and acquired
deeper understanding of the pain points of the PRC healthcare system from the industry
experience shared by Neusoft Corporation, and benefitted from the extensive business relations
maintained by Neusoft Corporation in our business development activities. Meanwhile, we
have also benefited from our participation in a pan-healthcare alliance led by Neusoft
Corporation, which alliance was formed among certain Neusoft Corporation’s investee
companies in the healthcare and related sectors with an aim to create smart and healthy cities
with data and technology. Our collaboration with other alliance members has both generated
business opportunities and helped strengthen our service capabilities. For example, we have
cooperated with members of the pan-healthcare alliance in the integration of social medical
insurance into our platforms and development of IT solutions for hospitals, and in respect of
a managed healthcare project that aims to control social medical insurance spending relating
to chronic diseases.

OUR STRATEGIES

To realize our mission to empower the healthcare transformation through information
technology, we plan to pursue the following strategies:

Further expand our cloud hospital network

We plan to further expand our cloud hospital network to new cities and enrich our service
offerings and capabilities on our existing city-specific cloud hospital platforms, thereby
enlarging our network of medical institutions and attracting new and maintaining existing
users. We plan to use approximately [REDACTED]% of the net [REDACTED] from the
[REDACTED], approximately HK$[REDACTED], for expansion of city-specific cloud
hospital platforms to enlarge our medical networks and user base. For details, see “Future Plans
and Use of [REDACTED].” In particular, we intend to further expand our presence of
city-specific cloud hospital platforms to other affluent and remote parts of China. We aim to
form a nationwide network of cloud hospital platforms to achieve more efficient distribution
of medical resources in the healthcare system.

With reference to evolving regulatory dynamics, we also intend to focus on the

integration of social medical insurance into our platforms to cover more types of eligible

services and serve more patients in more cities.
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Enrich specialized healthcare service offerings and clinical application settings

We aim to further strengthen our collaborations with medical specialists of different areas
at top medical institutions, and enhance and diversify our medical specialty-based service
offerings to address the diversified needs of patients, thereby further improving their
experience and enlarging the user base of our cloud hospital platforms. Meanwhile, we intend
to continually work with medical specialty consortiums to develop medical specialty-based
processes, systems and programs to diversify the clinical application settings in which we
empower primary medical institutions. Accordingly, we expect to further improve the quality
of care delivered at such primary medical institutions and the overall satisfaction of both care
providers and patients. In particular, we expect to expand our portfolio of processes, systems
and programs to cover medical specialties such as diabetes and oncology. We plan to use
approximately [REDACTED]% of the net [REDACTED] from the [REDACTED],
approximately HK$ [REDACTED], for enriching our offerings across the industry value chain
to provide more professional and diversified healthcare services. For details, see “Future Plans
and Use of [REDACTED].”

In addition, we intend to diversify monetization channels through expanding our service
coverage to insurance and health management services, while continually exploring the
potential of online to offline healthcare services including long-term care management, chronic
disease management and elderly care.

Continually strengthen our technology and data capabilities

We plan to continually improve the technology infrastructure of our platforms and our
data processing and security capabilities. We intend to increase investments in research and
development to enhance the security, reliability and flexibility of our cloud hospital platforms.
We also intend to continually integrate big data analytics, Al and blockchain technology into
our platforms to further enhance our service capabilities. Specifically, we plan to use
blockchain technology to: (i) further enhance the connections between local governments and
medical institutions, including the management of patients’ medical record and health record;
(ii) further strengthen the protection of personal private information; and (iii) enhance the
operating efficiency with business partners using blockchain technology to provide more
comprehensive services to individuals going forward. We plan to use approximately
[REDACTED]% of the net [REDACTED] from the [REDACTED], approximately
HK$[REDACTED], for research and development on technology infrastructure and data
capabilities. For details, see “Future Plans and Use of [REDACTED].”

In addition, we plan to increase cooperation with leading technology companies and

attract more talents in healthcare, technology, insurance, big data, Al and other areas to join our
workforce.
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Improve quality controls of healthcare services

We intend to continually improve quality control of healthcare services on our cloud
hospital platforms. Through close cooperation with regulators and professional institutions
such as public health agencies, medical associations and nursing societies in major cities, we
aim to enhance the quality control systems over quality of care, and reinforce the supervision
of services rendered through our cloud hospital platforms. In particular, we expect such
cooperation could further increase the servicing capabilities of primary medical institutions to
provide professional, standardized and specialized medical services.

Selectively pursue strategic cooperation and mergers and acquisitions

We plan to enrich the healthcare service offerings on our platforms through strategic
cooperation and mergers and acquisitions, so as to create additional value for stakeholders of
the healthcare system. We prefer (i) companies that focus on servicing particular medical
specialties and patients with chronic diseases, (ii) tech companies in Al, data mining and
security, among other things, and (iii) smart healthcare device manufacturers as our strategic
partners or investment and merger and acquisition candidates, with a view to integrate their
capabilities into our cloud hospital platforms and solutions. We also actively seek strategic
cooperation opportunities with commercial insurers. We plan to use approximately
[REDACTED]% of the net [REDACTED] from the [REDACTED], approximately
HK$[REDACTED], in the next three to five years, for potential mergers and acquisitions
opportunities. For details, see “Future Plans and Use of [REDACTED].”

As of the Latest Practicable Date, we have not identified any potential investment or
acquisition target or entered into any definite investment or acquisition agreement.

OUR VALUE PROPOSITIONS

Leveraging the integration of technology and data, our cloud hospital platforms connect
healthcare providers, medical professionals, patients and insurers in China with a seamless
flow of information to aid the healthcare system to achieve greater productivity and efficiency
while allowing patients to access sustainable, comprehensive and high-quality care.

We intend to involve all relevant participants to solve diverse and systemic problems. In
particular, we work closely with local governments to establish and operate city-specific cloud
hospital platforms based on our cloud-based infrastructure, which unites regional medical
resources and enables the sharing of data, knowledge and patients’ demand among healthcare
providers. We also provide management tools to insurers to help them control risks.

Meanwhile, we empower medical institutions to provide convenient online and offline
integrated healthcare services to patients throughout the whole cycle of healthcare. Our service
offerings cover the typical course of hospital visit, post-discharge care on an ongoing basis, and
daily health management to maintain a healthy lifestyle. In addition, we also offer smart
healthcare devices and other products to assist healthcare providers and patients in better
monitoring patients’ health conditions, thereby increasing satisfaction among both providers
and patients.
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Our cloud hospital platforms have value propositions for each of their participants. Our
collective relationship with them is crucial to the continuing strength and value of our
platforms. We believe our solution is poised to empower these participants, transform the PRC
healthcare industry and enable efficient utilization of healthcare resources.

. Value proposition to local governments: The digitization and standardization of
healthcare services enabled through our city-specific cloud hospital platforms can
effectively enhance the equitable access to quality care among people in the region
and foster meaningful utilization of medical resources to save costs, thereby helping
increase the efficiency of healthcare spending (for example, through our online
hospital services). This also provides government agencies with visibility into
demographic health trends for purposes of strategic planning. The integration of
social medical insurance systems into our cloud hospital platforms also gives local
governments transparency in the reimbursement of medical bills.

. Value proposition to healthcare providers: Our cloud hospital platforms and
solutions aggregate and organize healthcare data for healthcare providers, thereby
helping them streamline medical processes and improve efficiency. Medical
institutions and professionals are empowered by our cloud hospital platforms to
provide online and offline integrated healthcare services to individuals, including
internet consulting, online prescription processing, value-added follow-up
management services, internet nursing services, and premium health management
and consultation services provided online or out-of-hospital, to some extent
relieving the pressure on the capacity of medical institutions. In particular, primary
medical institutions are able to improve their service capabilities through access to
specialty-based medical resources on our platforms, through our remote medical
services and internet nursing services, so as to offer better quality of care to an aging
population. Our smart healthcare products are connected to our platforms and can
provide real-time health statistics of patients to healthcare providers to aid efficient
clinical decisions and reduce hospital re-admission.

. Value proposition to patients and other healthcare consumers: Our solutions help
address the issue of poor healthcare service experience for individuals in the PRC
healthcare services industry. Our platforms offer a one-stop portal for individuals to
easily access extensive healthcare resources in a cost-effective and convenient
manner both online and offline and within- or out-of-hospital through the apps or
WeChat accounts of local governments and hospitals, and our own “Xixin Health”
channel and our own medical institutions. Individuals also enjoy a user experience
that is different from the traditional healthcare experience. Our service offerings
cover patients’ and other healthcare consumers’ needs when they are seeking care for
illness and seeking to maintain a healthy lifestyle, and facilitate the continuity of
healthcare in primary, secondary and convalescent care. In particular, the Internet
home care services extend nursing care from hospitals to households, enabling
individuals with complex or progressive illnesses or severe disabilities to receive
specialized care. Patients with chronic diseases can also connect their smart
healthcare devices to their accounts on our platforms, which allows medical
professionals and themselves to track and manage their health.
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. Value proposition to insurers: We collaborate with commercial medical insurers to
provide their policyholders with health management services to promote health
behaviors and improve their health conditions, and help these insurers implement
standardized review procedures regarding reimbursement of medical bills, thereby
facilitating the efficient use of insurance proceeds through improved single hospital
service capabilities and better coordination of medical institutions within the region,
as well as access to top-tier medical resources outside the region.

OUR SOLUTIONS

Cloud Hospital Platform Services

We provide local governments, medical institutions and insurers with: (i) platform
construction services that construct or upgrade the cloud hospital platforms for local
governments or independent cloud hospital systems for large medical institutions; and
(ii) platform connection services that connect medical institutions to our cloud hospital
platforms, which enables them to provide Internet medical services.

The following table sets forth a breakdown of our revenue from the cloud hospital

platform services by customer for the years indicated:

Year ended December 31,

2020 2021 2022

Amount % Amount % Amount %

(RMB in thousands, except for percentages)

Local governments'” . . . . 57,240 72.8 82,354 64.4 61,171 50.0
Medical institutions . . .. 11,718 14.9 29,443 23.0 48,363 39.5
Others® .. ........... 9,653 12.3 16,170 12.6 12,835 10.5

Total . ............. 78,611 100.0 127,967 100.0 122,369 100.0

(1)  The revenue contribution from local governments decreased as a percentage of the segment revenue from cloud
hospital platform services during the Track Record Period, mainly because the local governments or relevant
health authorities had devoted many resources to combating COVID-19, which had slowed down the business
negotiation or engagement process with us in respect of their cloud hospital platform projects.

(2)  Others mainly refers to corporations such as pharmaceutical suppliers and delivery companies. Meanwhile, we

did not charge any fees for our cloud hospital platform services provided to insurers during the Track Record
Period. For details, see “— For Insurers.”
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We generally adopt a cost-plus pricing strategy for cloud hospital platform services. After
evaluating the scale and complexity of a potential project, we evaluate the time and human
resources needed for undertaking such project and charge a markup to formulate the bidding
price. The bidding price may be further adjusted based on various commercial considerations,
such as level of competitiveness in the bidding phase, customer relationship, industry norm
pricing for similar projects, and whether the project can bring any strategic benefits to us. In
2020, 2021 and 2022, the percentage of recurring revenue (calculated as the repurchase
revenue, regardless of the type of services it relates to, from existing customers of this segment
as a percentage of the total segment revenue of that year) remained relatively stable at about

30% of the total revenue of our cloud hospital platform services segment.

We believe the creation of a cohesive architecture for healthcare will diminish the walls

between healthcare participants, as information travels seamlessly among care settings.

Our cloud hospital platform is the foundation of our solutions. We started to develop the
technological infrastructure for our cloud hospital platform for cloud hospital platform services
in 2014, when we were constructing the first city-specific cloud hospital platform in Ningbo,
according to Frost & Sullivan. It is a cloud-based digital healthcare platform, which is a
patient-centric and provider-centric cloud computing architecture that integrates clinical,
financial and management information systems. Designed to scale at a population level, our
cloud hospital platform is able to aggregate multiple data sources and organize actionable data
for multiple participants in the healthcare system. Based on the cloud hospital platform, we

have created a unique city-specific cloud hospital platform model. For details, see

Technology and Infrastructure.”

Local governments and medical institutions are able to choose one or a bundle of several
modules in accordance with their specific needs. These modules are developed by us, and the
functions of such modules can be modified and tailored for different contexts. We continue to
customize solutions to meet the evolving demands for local governments, medical institutions,
doctors and nurses on such platforms to address the needs of patients. There are six typical
modules available on our cloud hospital platforms, the details of which are set forth below:

. Online hospital services module (ELH A58 B Il BSBE38).  The  online hospital
services module enables medical institutions to provide a comprehensive array of
online hospital services that covers the whole cycle of healthcare. It primarily
comprises (i) a smart hospital service system, (ii) an Internet consultation system,
and (iii) a follow-up management system. The smart hospital service system has
functions such as smart patient-sorting, appointment-making and payment for
consultations. The Internet consultation system has functions such as online
consultations, follow-up consultations and prescription processing. The follow-up
management system has functions such as in-patient check-in and follow-up
planning.
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. Remote medical services module (T2 5 BEIRF ). The remote medical services
module comprises a (i) remote diagnosis system, (ii) remote consultation system,
(ii1) bidirectional referral system, and (iv) remote medical training system. The
remote diagnosis system provides functions such as cloud storage, cloud-based
picture archiving and communication system (cloud PACS), imaging diagnosis tools
and cloud reporting. The remote consultation system provides functions such as
collaborative outpatient services and remote clinical consultations. The bidirectional
referral system provides functions such as hospital bed information-sharing, referral
appointment-making and referrals among medical institutions of all levels. The
remote medical training system allows medical experts of large hospitals to provide
training to practitioners at primary medical institutions.

. Family doctor services module (ZZJE R4 IRFESHLIL). The family doctor services
module comprises a (i) family doctor sign-up system, and (ii) family doctor service
system. The family doctor sign-up system has functions such as resident health
record registration and sign-up management. After a resident signs up for a family
doctor through our system, he or she can further access the family doctor service
system, where online consultation, follow-up consultation and prescription
processing services are provided. The family doctor service system can also connect
to our smart healthcare products, medical institutions’ information systems and local

governments’ public health management systems.

+  Internet nursing care services module (FLH#H &I RHBSAEIR). The Internet nursing
care services module comprises (i) a home care system, and (ii) an online care
inquiry system. The home care system provides functions such as order taking,
patient management, order management and consumables management. This system
also provides functions such as service recording, privacy protection of calls and
service location recording for record-keeping purposes; while it also provides
functions such as an emergency SOS and bundled care recorder to ensure the safety
of nurses that provide care. The online care inquiry system provides the online
inquiry function.

. Health management services module (fEFH HRESH). The health management
services module comprises a (i) health management operation system, (ii) smart
check-up system, and (iii) post-check up health management system. The health
management operation system provides functions such as service package
management, sales management and billing management. The smart check-up
system provides functions such as check-up appointment, smart check-up guidance,
specialty workstation and check-up report smart analysis. The post-check up health
management system provides functions such as report interpretation, follow-up
management and health information.
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. Chronic disease management services module (125 M ARHEA). The chronic
disease management services module provides functions such as smart healthcare
device management, chronic disease planning management, chronic disease record-
keeping, smart monitoring and alerts and medication reminders. This module
supports real-time monitoring, uploading and management of personal health data
generated from smart healthcare devices produced by a number of mainstream
manufacturers in China and overseas. This module covers medical specialties
relating to chronic diseases such as hypertension and diabetes.

Our competitive edges for cloud hospital platform services mainly include: (i) a
comprehensive suite of six function modules which caters to the needs of our platform users;
(i1) economies of scale and reduced development and implementation costs of establishing new
cloud hospital platforms, benefiting from years of expertise and experience in developing and
operating such platforms; and (iii) solid business development capabilities and relationships
with local governments and medical institution customers, given our established market
position and first-mover advantages within respective cities.

For Local Governments

We provide platform construction services to enable local governments to quickly
develop digital healthcare infrastructure to facilitate the digitization of the local healthcare
landscapes and the standardization of healthcare services. In some cities, we enter into
agreements with local governments to establish city-specific cloud hospital platforms, on
which one or more of our service offerings under the Internet medical services segment are
made available to facilitate the digitization and connection of city-wide medical resources. We
construct city-specific cloud hospital platforms based primarily on requirements of the local
governments, and may include different platform functions from one another. We also help
operate and upgrade such infrastructure on an ongoing basis, depending on the terms of the
contracts with local governments.

In 2015, we developed China’s first city-specific cloud hospital platform in Ningbo,
according to Frost & Sullivan. For details about our Ningbo Cloud Hospital platform, see “—
Our Solutions — Case Study: Ningbo.” Since then, we have contracted to provide platform
construction and platform connection services to several local governments at a municipal or

provincial level to build city-specific cloud hospital platforms in cities.
Meanwhile, in other cities, we provide local governments with standalone function

modules that help them to build their own cloud hospital platforms as part of their medical
information infrastructure.
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Regional Supervision Platforms

Through city-specific cloud hospital platforms, we help certain local governments
aggregate and process multisource heterogeneous data from medical institutions and various
government agencies at city and provincial levels, so that these data are leveraged to generate
insights and evidence for policy-making and outcome evaluation. We have also built regulatory
supervision platforms for local governments. In accordance with relevant regulations, a
hospital seeking to acquire Internet hospital licenses must connect to the provincial-level
Internet medical service supervision platform of its location. These regulatory supervision
platforms are designed to safeguard the safety and compliance of the provision of Internet
healthcare services. The major functions of such platforms include review of Internet hospitals,
supervision of operations of Internet hospitals, safety and quality controls and policy-making
analysis. As of December 31, 2022, we had established and operated three provincial-level
Internet healthcare service supervision platforms including in Jiangsu, Liaoning and Yunnan
province. The contract terms of our agreements with the such provincial-level Internet
healthcare service supervision platforms range from one to three years. Under such agreements,
we charge service fees for the establishment and maintenance of the relevant platforms.

Key Contractual Terms

We provide platform construction services to enable local governments to quickly
develop digital healthcare infrastructure to facilitate the digitization of the local healthcare
landscapes and the standardization of healthcare services. Such infrastructure is scalable to
serve and connect with the population and medical institutions of a whole city. It is able to
aggregate and organize data from multiple sources across the entire process of medical care,
with a view to creating synergistic optimization of the city-wide healthcare operations in terms
of cost saving, efficiency and experience.

We typically go through a tender and bidding process in obtaining contracts with local
governments to provide cloud hospital platform services. Our tender success rate with local
governments was 83%, 83% and 89%, respectively, in 2020, 2021 and 2022. For more details
on the tender and bidding process, see “— Our Customers — Project Tender and Bidding.”
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We typically enter into long-term master or framework agreements with local
governments. After signing such agreements with local governments and completing the
construction of city-specific cloud hospital platforms, we focus more on the operation of our
city-specific cloud hospital platforms. This may be followed by separately signed individual
contracts pursuant to the relevant master or framework agreements on subjects such as
connection by medical institutions to the city-specific cloud hospital platforms or continual
platform upgrade when the need arises. These individual contracts may have their own
respective expiration dates. The terms of such agreements typically range from three to ten
years, or the agreements do not specify any expiration year. The following table sets forth a
breakdown of the number of city-specific cloud hospital platforms by expiration year of the
master or framework agreements as of December 31, 2022:

As of
December 31,

2022
By 2023. . . 2
By 2024. . . 5
By 2025. . . 2
By 2026. . . .o 1
By 2027. . 3
By 2028, . . 1
Without specific expiration year . . . . .. ... ... ... 15
Total. . . . . . e 29

In addition, these master or framework agreements with local governments typically set
out terms including, but not limited to, scope of services and deliverables, contract amount, the
length of the agreement (if with expiry dates), milestones and the respective required dates of
completion, payment terms, and obligations and liabilities of each party. Furthermore, in
general, the payment under such agreements is by installment, and the payment for each
installment is subject to the achievement of certain milestones, which is typically evaluated by
personnel designated by the relevant local government customer. The terms in each agreement
may vary depending on our negotiation with the relevant local governments based on their
specific request.

We also help medical professionals to become familiarized with the functions on such
platforms to increase user stickiness and conduct suitable marketing activities to increase
visibility to patients. We continue to customize solutions to meet evolving demands of local
governments, medical institutions, doctors and nurses on such platforms to address the needs
of patients.
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We believe the likelihood of each of the current agreements of city-specific cloud hospital
platforms to be renewed is high, given our satisfactory performance under each agreement, and
high switching costs for local government customers not to renew such agreements with us. It
is also highly unlikely that multiple local government customers decide not to renew such
agreements within the same year. During the Track Record Period, the agreements of four
city-specific cloud hospital platforms reached their respective original expiration dates, all of
which have been renewed with us. In addition, the agreements for Ningbo Cloud Hospital
platform and Shenyang Cloud Hospital platform are without any expiry dates.

Should any of the agreements for the 29 city-specific cloud hospital platforms other than
the Ningbo Cloud Hospital platform and the Shenyang Cloud Hospital platform not renewed
with us, the maximum adverse impact on our total revenue would be less than 3.0%, based on
the maximum revenue of cloud hospital platform services and Internet medical services
generated from such other city-specific cloud hospital platforms. Accordingly, we expect there
will be no material adverse effect on our operational and financial performance if any of the
agreements for the 29 city-specific cloud hospital platforms other than the Ningbo Cloud
Hospital platform and the Shenyang Cloud Hospital platform with us is terminated.

For Medical Institutions

We provide platform construction services and platform connection services to medical
institutions, enabling them to quickly offer Internet hospital-related services. In particular, by
utilizing our cloud hospital platform services, hospitals may find it cost-effective in acquiring
Internet hospital licenses in compliance with relevant laws and regulations. In general,
hospitals seeking to acquire Internet hospital licenses are required to either establish their own
Internet hospital infrastructure or connect to digital healthcare platforms such as our cloud
hospital platforms. The former approach typically requires much more capital investment and
takes longer to complete than the latter approach. In 2021, we helped more than 30 hospitals
establish their Internet hospital in Ningbo. As of December 31, 2022, 99 Internet hospitals
connected to our cloud hospital platforms in China had obtained the Internet hospital licenses
based on such connection. Through the Internet hospitals, it is expected that these hospitals
will conduct comprehensive Internet hospital-related services to supplement and optimize their
daily operations.

For medical institutions, our platform construction services are fee-charging, whereas, for
platform connection services, the majority of the primary medical institutions are connected to
our platform for free. Meanwhile, medical institutions that pay a fee for our platform
connection services are largely hospitals. After connecting to our cloud hospital platform,
medical institutions that pay for such connection can in general access a wider spectrum of
functional modules to enjoy a broader scope of Internet medical services than those that do not
pay for such connection. For system and operational stability and satisfaction of users served
by the large hospitals, it is unlikely such hospitals will choose to reduce or downgrade the
scope of Internet medical service offerings only to avoid paying connection fees. During the
Track Record Period, none of the large hospitals connected to our platform that paid for the
connection subsequently opted for free connection.

-221 -



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

BUSINESS

In contrast, primary medical institutions connected to our platform for free are allowed
to access basic functional modules and mostly provide basic Internet medical services like
smart family doctor services after connection. These primary medical institutions contributed
a substantial majority of the service volume of smart family doctor services during the Track
Record Period. In 2020, 2021 and 2022, the service volume of the smart family doctor services
was 1.4 million, 2.3 million and 5.2 million, respectively. We believe that the primary medical
institutions connected to our platform can drive user traffic for the Internet medical services,
thus bringing synergistic effects. In particular, the utilization of smart family doctor services
by patients can introduce them to the Internet medical services. For instance, a primary medical
institution that is connected to our platform for free can access the family doctor services
module, and a doctor at such primary medical institution can provide smart family doctor
services to patients. After a patient signs up with the doctor as a family doctor, he or she may
consult the family doctor about common and chronic illnesses, and for conditions and cases
that require further examination, the family doctor may refer the patient to the online hospital
services, through which the patient can utilize the online medical consultation and prescription
processing services. Meanwhile, the family doctor may also suggest that patients seek guidance
from specialists of large hospitals through the remote medical services over our platform.
Accordingly, the free connection of medical institutions to our platform can drive the service
volumes of the Internet medical services and hence the revenue of the Internet medical services

segment.

Similar to the overall pricing strategies of cloud hospital platform services, our platform
connection services generally adopt a general cost-plus pricing strategy. For the free platform
connection services, the majority are primary medical institutions and only provide basic
Internet medical services after connection, such as smart family doctor services, and we
generally do not incur additional costs for such free platform connection services. For the paid
platform connection services, a range from RMB100,000 to RMB250,000 is our most typical
price range for annual fees charged to projects. However, each project’s individual price also
depends on the number and complexity of the functions that the medical institutions wish to
use after they are connected. For medical institutions that offer only one or two types of
Internet medical services, the connection service fee may be lower than the foregoing range.
However, such types of connection projects did not contribute to a significant portion of the
revenue of the cloud hospital platform services during the Track Record Period. For medical
institutions that offer all types of Internet medical services or further with additional
customized services after connection, the connection service fee may be higher than such
range. We generally do not expect to change our arrangement with the relevant medical
institutions as to free or paid connection services after they are connected.
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As of December 31, 2020, 2021 and 2022, there were 30,885, 34,751 and 35,500 medical
institutions connected to our platform, respectively. The following table sets forth a breakdown
of the total number of medical institutions that contributed revenue to our cloud hospital
platform services segment as of the dates indicated:

As of December 31,

2020 2021 2022
Outside the city-specific cloud hospital
platforms . ........ .. ... ........ 64 42 52
Within the city-specific cloud hospital
platforms . ........ .. ... .. .. ... 178 96 93
Total ......... ... ... ... ........ 242 138 145

The number of medical institutions that contributed revenue to our cloud hospital
platform services segment and the number of those within the city-specific cloud hospital
platforms decreased in 2021. The decrease in such numbers was mainly because: (i) in 2020,
we focused on small-scale hospitals, mostly non-Class III or Class II, and their connection to
modules that only cover part of the Internet medical service offering such as prescription
processing services, which were relatively simple projects with relatively small contract values
and could be accomplished quickly; and (ii) in 2021, we strategically focused more on
large-scale hospitals to help them improve overall Internet hospital-related servicing
capabilities via constructing independent Internet hospital infrastructure with access to all or
most of the Internet medical service offerings, which were large projects with generally higher
contract values, which led to stronger customer stickiness to continually utilize our platform.

Despite such fluctuations, we have recorded improving revenue from both the cloud
hospital platform services segment contributed by medical institutions and the Internet medical
services segment. In 2020, 2021 and 2022, revenue from the cloud hospital platform services
contributed by medical institutions was RMB11.7 million, RMB29.4 million and RMB48.4
million, respectively. During the same years, revenue from the Internet medical services was
RMBS55.1 million, RMB93.4 million and RMB137.8 million, respectively. Meanwhile, other
than the level of the average service fees, the growth of the Internet medical services segment
essentially depends on the growth in service volume, which further depends on the activeness
of connected medical institutions to provide, and that of patients to utilize, the Internet medical
services over our platform. Accordingly, we do not expect these fluctuations to materially
affect the results of the cloud hospital platform services and Internet medical services segments
going forward.

—223 -



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

BUSINESS

The fluctuations in the number of medical institutions that contributed revenue to our
cloud hospital platform services segment and the number of those within the city-specific cloud
hospital platforms during the Track Record Period were mainly due to changes in our focus on
target customers when carrying out our business strategies. As we continue to expand our
business and our business model becomes more mature, we do not expect to experience
material fluctuations in the number of medical institutions that contributed revenue to our
cloud hospital platform services segment and the number of those within the city-specific cloud
hospital platforms.

Platform Connection Services

For medical institutions located in cities where city-specific cloud hospital platforms are
established, they are able to connect with other medical institutions to streamline the flow of
information. By connecting to our city-specific cloud hospital platforms, medical institutions
benefit from the sharing of healthcare data upon patients’ authorization, which increases the
efficiency of medical services.

At present, for a majority of our city-specific cloud hospital platforms, it is not mandatory
for medical institutions within the relevant regions to connect to such platforms. Only a small
number of cities require mandatory connection by medical institutions to our city-specific
cloud hospital platforms in accordance with local policies. Nonetheless, medical institutions
typically are encouraged and incentivized to connect with us, as they can use our platform to
enhance their ability to provide Internet medical services. Meanwhile, we have formed
operational centers in the relevant cities to conduct business development activities to attract
all classes of medical institutions.

Platform Construction Services

Certain medical institutions, particularly large-scale hospitals, have the need to establish
independent cloud hospital systems. By establishing their own cloud hospital systems, medical
institutions are able to enjoy more tailored cloud hospital platforms to provide services as they
can decide which modules to implement based on their particular needs. Leveraging our
established city-specific cloud hospital platforms, we are well-positioned to compete with
other similar cloud hospital platform service providers as we can build up independent cloud
hospital systems based on the same technology infrastructure of the existing city-specific cloud
hospital platform such medical institutions have already connected to, and thereby enabling us
to offer more a competitive price and, at the same time, enabling medical institutions to
streamline their access to their medical data and resources on both the city-specific cloud
hospital platform and their own independent cloud hospital systems.

~224 -



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

BUSINESS

Key Contractual Terms

We typically go through a tender and bidding process in obtaining contracts with medical
institutions to provide platform construction and platform connection services. Our tender
success rate is relatively high due to our cost-effective way of platform construction,
technological advantages and well-established reputation, which was 81%, 86% and 97%,
respectively, in 2020, 2021 and 2022. For more details on the tender and bidding process, see
“— Our Customers — Project Tender and Bidding.”

In general, our contracts with medical institutions range from one to three years, and we
charge fees depending on factors such as technical complexity and scale of medical
institutions, and the scope of modules for development. Our renewal rate of the contracts with
the medical institutions (the number of contracts renewed during a year as a percentage of the
number of contracts expired during that year) was 90%, 88% and 89% in 2020, 2021 and 2022,
respectively.

Under the relevant service contracts that we entered into with medical institutions, we are
obliged to implement data protection measures to ensure the security of patients’ confidential
information, while the medical institutions shall ensure compliance with relevant laws and
regulations concerning the provision of services by their medical professionals over our

platforms. See “— Data Privacy and Protection.”

For Insurers

We provide platform connection services to commercial medical insurers to assist them
with cost control. For example, by connecting to our platforms, insurers can utilize the health
management services module to help policyholders maintain good health complementary to the
insurance products. For insurers, such health management services can potentially improve the
health status of the policyholders, and therefore lower the incidence rate and increase the
competitiveness of their insurance products. During the Track Record Period, we did not
charge any fees for our cloud hospital platform services provided to insurers; rather, we
monetized through the health management services. This is because we consider the insurers’
connection to our cloud hospital platforms is only a gateway for us to reach their vast number
of policyholders and beneficial for the expansion of other services. The services that can bring
value to the insurers, such as the health management services, are what we strategically focus
on for continual revenue generation. For details on the health management services that we
provide in cooperation with a commercial medical insurer, see “— Health Management Services
— Chronic Disease Management Services — Managed Healthcare Project with Rongsheng
Insurance.”

At present, we are proactively seeking cooperation opportunities with other commercial
insurers. We intend to provide rich healthcare service offerings to customers of commercial
medical insurers, including online consultations, drug delivery and health management

services.
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Revenue Breakdown by City

In 2020, 2021 and 2022, we generated 84.4%, 54.8% and 71.0 % from our cloud hospital
platform services offered via city-specific cloud hospital platforms, respectively. The
following table sets forth a breakdown of revenue of the cloud hospital platform services from
our city-specific cloud hospital platforms for the years indicated, along with their respective
year of completion, as applicable:

Year ended December 31,

Year of
completion 2020 2021 2022
(RMB in thousands)
Ningbo ............. 2016 5,512 7,088 4,765
Shenyang ........... 2017 38,610 16,902 13,844
City A ............. 2020 3,383 6,795 6,264
City B.............. 2019 1,408 13,559 15,551
City C.............. 2020 5,657 5,943 9,804
CityD ............. 2021 488 521 7,022
City E ............. Completion — 1,083 3,899
expected
in 2023
City F.............. Completion - 717 5,478
expected
in 2023
City G ............. 2016 603 211 16
CityH ............. 2017 5,206 5,389 5,323
City I............... 2018 1,832 1,415 943
CityJ .............. 2019 1,369 475 46
City K ............. 2020 343 487 252
CityL.............. 2020 - 202 217
CityM ............. 2020 946 - -
City N ............. 2020 - 31 63
City O ............. 2020 310 90 560
CityP.............. 2020 24 - 382
City Q ............. 2021 - 2,196 2,524
City R ............. 2021 - - -
City S.............. Has not - - -
commenced
City T.............. Has not - - -
commenced
CityU.............. Has not - - -
commenced
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Year ended December 31,
Year of
completion 2020 2021 2022
(RMB in thousands)
City V... . ... Has not - - -
commenced
City Wo ... .o Has not - - -
commenced
City X ..o Has not 642 726 113
commenced
City Y.............. Completion - 1,918 3,535
expected
in 2024
CityZ.............. Completion - 4,423 3,798
expected
in 2023
City AA ............ Completion - - 2,488
expected
in 2023
Total revenue from 66,333 70,171 86,887
city-specific cloud
hospital platforms
Revenue from sources 12,278 57,796 35,482
other than city-
specific cloud hospital
platforms” .. ... ...
Total revenue of the 78,611 127,967 122,369

cloud hospital
platform services . ..

(1)  The fluctuations in the revenue of cloud hospital platform services from sources other than city-specific cloud
hospital platforms during the Track Record Period are mainly due to the relevant business being largely
conducted on a single project basis and does not necessarily lead to long-term cooperation, and the revenue
is more dependent on our identifying and grasping appropriate business opportunities.
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Revenue attributable to cities other than Ningbo and Shenyang showed a growing trend
in 2020, 2021 and 2022, while the percentage of the total revenue generated from our
city-specific cloud hospital platforms decreased in 2021 compared to 2020, and increased in
2022 compared to 2021, mainly because: (i) revenue generated from other cities usually
fluctuates significantly depending on the specific service offerings we offered as entry points
under tailored development strategies; and (ii) we are still in the process of enhancing the
performance of the city-specific cloud hospital platforms in cities other than Ningbo and
Shenyang.

Revenue of the cloud hospital platform services segment from sources other than
city-specific cloud hospital platforms is derived from services in essence of a similar business
nature to those provided in respect of the city-specific cloud hospital platforms. Such revenue
increased from RMB12.3 million in 2020 to RMB57.8 million in 2021, and decreased to
RMB35.5 million in 2022. Our cloud hospital platform services offered outside of the 29 cities
help to expand our customer base and build our brand awareness in new cities. If those are
developed successfully to the satisfaction of these customers, the local governments of such
cities can potentially enter into further agreements with us to establish city-specific cloud
hospital platforms. We generally become acquainted with such customers through existing
client referral, offline marketing activities in new cities, and other various business
development initiatives.

During the Track Record Period, the city-specific cloud hospital platforms for a number
of cities generated only minimal or no revenue, for reasons set out below:

(i) Low willingness of local governments to develop the platforms. Some platforms
were completed prior to the Track Record Period, and the relevant local
governments did not have much further upgrade or expansion need for the platform
due to their respective own considerations and low willingness to put much effort
into developing the platforms. This is the case for Cities G, K, L, M, N, O and P.

(ii) Historical reasons including backward information infrastructure and regulatory
framework. We signed framework or master agreements with a number of local
governments around 2018, but have not commenced the construction of the
city-specific cloud hospital platforms. These projects emerged with the accelerated
development in the Internet healthcare industry pursuant to favorable policies
promulgated around then, details of which are as follows:

. Since the publication of a series of regulations or trial guidelines on online
consultations, remote consultations and Internet hospitals, and favorable
government policies that promote the integration of Internet and healthcare in
2018, Internet hospital-related services became more prevalent. According to
Frost & Sullivan, the number of Internet hospitals in China increased from
approximately 20 to over 150 within the year of 2019.
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. Meanwhile, Internet hospital-related services became more accepted by more
local governments, given the clearer regulatory guidelines and favorable
government policies. Accordingly, there emerged a large number of local
governments willing to explore, or interested in exploring, the potential
development of city-specific cloud hospital platforms in their respective cities,
and we actively conducted business development to tap into these
opportunities to obtain first-mover advantages.

. However, according to Frost & Sullivan, due to pre-existing backward
information infrastructure and regulatory framework in lower-tiered cities, the
construction of some of the city-specific cloud hospital platforms was halted or
exhibited slow progress.

For these incomplete projects, we have limited the resources devoted to such
projects in line with our business strategies. This is the case for Cities X, S, T, U,
V and W.

(iii) Exceptional case for City R. We entered into a framework agreement with the local
government for establishing a city-specific cloud hospital platform in 2019. In 2021,
the health commission of such local government engaged us after a tender and
bidding process to provide 1,252 All-in-One Healthcare Devices and signed a sales
agreement of a total amount of RMBS&.5 million with us accordingly.

Pursuant to the sales agreement, the delivery of the All-in-One Healthcare Devices
was subject to inspection and a trial period. Our pricing of such smart healthcare
products is comparable to those sold to other independent customers. The unit price
of the All-in-One Healthcare Devices under this contract is RMB6,800, which was
within the normal price range that we offer to customers (namely, from RMBS5,000
to RMB20,000).

In accordance with the framework agreement, in light of our well-established
cooperative relationship with the local government, and to facilitate the synergistic
growth of the Internet medical services, we constructed a city-specific cloud
hospital platform for City R based on certain standard functional modules of cloud
hospital platforms, which enabled some local medical institutions to access the
remote medical services module. Accordingly, we did not incur additional costs for
such construction. As the terms of the sales agreement do not involve any purchase
of cloud hospital platform services from us, we did not allocate any of the revenue
received under this agreement to our cloud hospital platform services segment. If all
or part of such revenue and the corresponding costs were reallocated to our cloud
hospital platform services segment, we would not expect the gross profit margin of
this segment to be materially affected.

In light of the foregoing, we have become more selective in obtaining city-specific cloud

hospital platform projects. Since 2020, all of our new city-specific cloud hospital platform
engagements have begun or completed construction.
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Internet Medical Services

Supported by our cloud hospital platforms, third parties and our own medical institutions
can provide patients with online and offline integrated medical services throughout the whole
diagnosis and treatment cycle. The Internet medical services comprise: (i) online hospital
services; (ii) remote medical services; (iii) smart family doctor services; and (iv) Internet home
care services. These services are provided by the medical institutions to which we provide
cloud hospital platform services. Our competitive edges for Internet medical services mainly
include: (i) rich medical resources; (ii) support from local governments and medical
institutions, given the valuable benefits brought to ease the scarcity and uneven distribution of
quality medical resources and in accordance with favorable national policies; (iii) additional
quality services safeguarded by the three provincial-level Internet healthcare service
supervision platforms operated by us in Jiangsu, Liaoning and Yunnan provinces; and (iv) user
traffic synergy brought by our health management services. Users of the health management
services can conveniently access Internet medical services after health check-up services.

The following table sets forth a revenue breakdown by business line of the Internet
medical services segment for the years indicated:

Year ended December 31,
2020 2021 2022

Amount % Amount % Amount %

(RMB in thousands, except for percentages)

Online hospital services ........ 49,240 89.4 80,144 85.8 117,972 85.6
Remote medical services ....... 4,325 7.9 10,248 11.0 13,871 10.1
Smart family doctor services” . . - - - - - -
Internet home care services . . ... 1,492 2.7 3,015 3.2 5,991 4.3
Total ...................... 55,057 100.0 93,407 100.0 137,834 100.0

(1)  We do not charge fees for smart family doctor services.

As of December 31, 2020, 2021 and 2022, there were 30,885, 34,751 and 35,500 medical
institutions connected to our platform, respectively. In 2020, 2021 and 2022, the average
revenue from Internet medical services per medical institution (calculated as the total revenue
generated from Internet medical services in the relevant years divided by the total number of
medical institutions connected to our platform at the relevant year-end) was approximately
RMB1,800, RMB2,700 and RMB3,900, respectively. During the same years, the average
volume of Internet medical services per medical institution was 116, 147 and 249, respectively.
In addition, the average revenue from Internet medical services per medical professional
(calculated as the total revenue generated from Internet medical services in the relevant years
divided by the total number of doctors and nurses registered with our cloud hospital platforms
at the relevant year-end) was approximately RMB770, RMB787 and RMB913 in 2020, 2021
and 2022, respectively.
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The Internet medical services can bridge the gap between patients and hospitals through
the online hospital services, connect hospitals with primary medical institutions through the
remote medical services, link patients with primary care practitioners through the smart family
doctor services, and extend nursing care services from hospitals to households via Internet
home care services. Together, these service offerings facilitate the continuity of healthcare and
meet patients’ needs for primary, secondary and convalescent care.

We have been continually making efforts to stimulate the activeness of medical
institutions, particularly hospitals, over our cloud hospital platforms. Furthermore, we
collaborate with local social medical insurance administrations and currently have achieved
online payment for Internet medical services by social medical insurance in Ningbo and
Shenyang.

We have also implemented quality control measures over consistency in the quality of
healthcare delivery on our platforms, regardless of whether such services are provided by
medical professionals at or registered with our own or third-party medical institutions. See “—
Risk Management, Internal Control and Compliance Culture — Healthcare Quality and Safety.”

Our competitive edges for Internet medical services mainly include: (i) rich medical
resources which provide wide geographical coverage and adequate supply of medical
professionals; (ii) support from local governments and medical institutions, given the valuable
benefits brought to ease the scarcity and uneven distribution of quality medical resources and
in accordance with favorable national policies; (iii) quality services safeguarded by our quality
control measures, as well as the three provincial-level Internet healthcare service supervision
platforms operated by us in Jiangsu, Liaoning and Yunnan provinces; and (iv) user traffic
synergy brought by our health management services. Users of our health management services
can conveniently access Internet medical services after health check-up services.

Our Service Offerings

Online Hospital Services

The online hospital services mainly focus on patients’ consultations and management in
respect of chronic diseases, and are designed to increase patients’ stickiness through high
value-added services that are not available under the traditional offline hospital setting,
especially through leveraging our participation in the specialty medical consortiums. These
services primarily comprise the following:

. Smart hospital services. The smart hospital services encompass appointment-making

for in-patient and check-up services as well as check-up report inquiries, among
other things, to facilitate hospital visits within our hospital network.
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. Online medical consultation and prescription processing services.

(1) Online medical consultation services. The online medical consultations are
offered to individuals, covering a wide range of conditions and cases with a primary
focus on common and chronic illnesses. In accordance with relevant PRC rules and
regulations, Internet diagnosis and treatment activities shall not be carried out for
any patient receiving initial diagnosis. Accordingly, doctors, through our platforms,
may only provide diagnosis to patients who had first consultations at medical
institutions. The doctors can either review the patients’ past EMR if available upon
consent or the medical records and prescriptions uploaded by patients as required for
their receiving consultation services to make sure that they are not providing initial
diagnosis. Patients may start the consultation by describing their symptoms via text,
picture or audio. Online consultation services include three types of consultation: (i)
free consultations, which are wellness consultations that focus on wellness and
well-being issues such as fitness and personal care; (ii) consultation via instant
messages, where customers can send pictures and texts to doctors directly for
medical consultation (“Instant MessageConsultation”); and (iii) consultation via
multi-media, where customers can directly talk to doctors through telephone or
video (“Multi-media Consultation”). Doctors may prescribe based on historical
prescription records for the patients. Upon approval of pharmacists with respect to
unredeemed prescriptions, patients may choose to pick up their drugs at offline
pharmacies, or request home delivery services.

In 2020, 2021 and 2022, approximately 512,900, 1,111,400 and 1,674,000 total
online consultations took place over our platforms, respectively. The increases in the
volume of online consultations over our platforms during the Track Record Period
are mainly due to our continuous efforts to package and provide online consultation
services through our city-specific cloud hospital platforms based on the different
situations and needs in different cities. The following table sets forth the service
volume of each type of online consultation services we offered during the years

indicated:
Year ended December 31,
2020 2021 2022
(in thousands)

Free consultation services ....... 251 263 1
Instant message consultation . . . . . 254 836 1,649
Multi-media consultation . ....... 7 12 24
Online consultation services . . .. 512 1,111 1,674
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(i1) Prescription processing services. In 2020, 2021 and 2022, approximately
925,800, 787,000 and 839,000 prescriptions were processed over our platforms,
respectively. We commenced the prescription processing services in connection with
the online consultation services in 2020. In 2020, 2021 and 2022, there were
approximately 150,100, 342,700 and 530,000 prescriptions arising directly from
online consultations processed over our platforms, respectively. Other than arising
from online consultations, the other prescriptions arose either from pharmacies
connected to our platforms or offline channels of Internet hospitals.

(ii1) Pricing. We price online consultation services primarily based on the types of
consultation we provide, while also considering the qualifications of the doctors
who provide the relevant services. In general, we price the services provided by
chief and deputy chief doctors higher than the same provided by regular doctors, and
price the services provided by doctors from first-class hospitals higher than the same
provided by those from primary medical institutions. During the Track Record
Period, depending on the qualifications of the relevant doctors, the common price
range for Instant Message Consultation and Multi-media Consultation ranged from
nil to RMB20 and RMB20 to RMBS500, respectively. According to Frost & Sullivan,
the prices we charged for different types of consultation during the Track Record
Period are comparable to the prevailing market price.

The following table sets forth the common price range charged for (i) online
consultation services and (ii) prescription processing services arising directly from
the provision of online consultation services during the years indicated:

Year ended December 31,
2020 2021 2022
(RMB)

Online consultation 5 to 500, depending 5 to 500, depending 5 to 500, depending

Services . ......

Prescription

processing services

arising directly
from the online
consultation

Services . . ... ..

on the type of
consultation
provided and the
qualifications of
doctors

20 to 100
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. Value-added follow-up management services. The value-added follow-up
management services are provided to better manage patients’ post-discharge health.
These include recovery planning, reminders for follow-up consultations, disease
information, health condition monitoring and recovery intervention. For example,
we have designed and offered service packages that integrate the offline medical
services and functionalities of our cloud hospital platforms to enable medical
institutions to provide premium services that they are not able to provide previously.
An example of such service packages is the weight loss service package, which
spans online appointment making of health check-up, consultation with a medical
professional, to exercise schedule planning and diet tracking after the consultation.
Another example is the post-surgery home care service package, which allows
patients to enjoy professional care at home while freeing the hospital beds for those
with more urgent needs. We believe the provision of value-added follow-up
management services can substantially increase the engagement of doctors and
stickiness of patients to our platforms, enabling us to further monetize our
city-specific cloud hospital platforms.

As we continue to optimize value-added services, we expect the stickiness of medical
institutions in our cloud hospital network to further increase.

The following flowchart sets forth the transaction flow of our online hospital services:

Third-party Operational services
medical

- institutions

Online medical consultation
and other online hospital |
services |

|

|

Users L. Service fees Our Group

|

Online medical consultation |
and other online hospital .
services

Our own

medical
institutions

A

Service fees Service agreement

|
|
|
|
v

Doctors
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The following screenshots show some examples of the interface of our online hospital
services from the viewpoints of patients (left) and doctors (right):
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Remote Medical Services

The remote medical services available under institutional setting through our platforms
help primary medical institutions expand their service capabilities so as to achieve the same
coverage and quality of care as large hospitals.

Our remote medical services primarily include remote diagnosis, remote consultation,
bidirectional referral, and remote medical training services. In particular, we found a major
dilemma for the primary medical institutions is that they are often equipped with advanced
medical equipment but lack medical professionals with professional imaging diagnosis
capabilities. Accordingly, we have established an imaging center comprising specialists from
departments of imaging, ultrasound and nuclear medicine. After a patient completes a check-up
at the primary medical institutions, imaging data are automatically uploaded to our cloud
hospital platforms, through which specialists at our imaging center can provide imaging
diagnosis recommendations. Such recommendations, upon review and quality control
procedures, will be provided to the primary medical institutions to facilitate the healthcare
decision-making processes by their doctors. Third-party medical institutions may also offer
remote imaging diagnosis services to primary medical institutions through our cloud hospital
platforms. In addition, doctors at the primary medical institutions are able to apply for remote
consultations with specialists for recommendations and receive training to enhance their
service capabilities.

In 2020, 2021 and 2022, the volume of our remote medical services was approximately
701,000, 860,600 and 1,067,000, respectively.
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Leveraging our extensive relationships with healthcare providers in the PRC healthcare
industry, we have established connections with leading experts of various medical specialties
across the nation to provide remote clinical support to primary medical institutions. Such
collaborations also create a stable source of demand for our remote medical services, and
correspond with the national policy that encourages the establishment of specialty medical
consortiums in China. Currently, our cloud hospital platforms have integrated medical
resources of over 50 specialties including internal medicine, surgery, gynecology, pediatrics
and Chinese medicine. We have focused on forming specialty medical consortiums,
particularly those with respect to cardiology, oncology and reproductive health, as we pay
special attention to serving customer groups such as the elderly, patients with chronic diseases,
women and children, and tumor patients. For example, we have liaised with a Class III Grade
A hospital in Shanghai and a renowned national medical group of cardiologists to form a
cardiology consortium over our platforms. We expect to explore new types of service offerings
through participation in specialty medical consortiums and integrate such offerings into our
cloud hospital platforms, to further drive our revenue growth.

We typically enter into cooperation agreements with individual specialists or institutions,
with a term ranging from one to five years, under which the specialists or institutions charge
fixed fees for diagnoses based on the volumes of services rendered. Such fees are typically paid
by primary medical institutions to us as our revenue, and we then pay such specialists certain
fees for their services rendered. When selecting individual specialists or institutions for
cooperation, we consider geographical location, reputation, brand awareness and existing
business relationships.

The following flowchart sets forth the transaction flow of our remote medical services:
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(1)  For remote medical services provided by third-party medical institutions, the service fee is paid directly by the
primary medical institution to the third-party medical institutions, and we do not charge any platform
management fee during the process. However, to enable the provision of such third-party remote medical
services, we provide platform construction or connection services and generate revenue under the cloud
hospital platform services segment.
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Smart Family Doctor Services

Through our smart family doctor services, patients and other healthcare consumers are
able to enroll with family doctors, who are typically general practitioners of primary medical
institutions. The family doctors serve as the first point of contact for patients and other
healthcare consumers to manage basic and daily healthcare needs such as measuring and
monitoring vital signs and other health indicators including pulse and blood pressure,
providing guidance on preventing and managing chronic diseases, and advising on improving
mental and physical well-being. Through our platform, family doctors can utilize smart tools
such as the smart family doctor workstation and access health data from smart healthcare
products, medical institutions’ information systems and local governments’ public health
management systems, to help them provide personalized healthcare solutions that can
accurately match patients’ needs. They may also seek guidance from specialists of large
hospitals through our remote medical services.

We do not charge fees for smart family doctor services. Notwithstanding, we believe such
services can help introduce patients to our cloud hospital platforms and other solutions, such
as smart healthcare products, and accordingly increase their stickiness to our cloud hospital
platforms.

In 2020, 2021 and 2022, the volume of our smart family doctor services was
approximately 1,417,600, 2,306,600 and 5,218,000, respectively.

The following screenshots show some examples of the interface of our smart family
doctor services from the viewpoint patients:
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Internet Home Care Services

Our Internet home care services enable nurses to utilize their fragmented spare time to
provide professional care services at the patients’ location, thereby extending the nursing care
from hospitals to households. Our Internet home care service offerings are specialized and
diverse, which mainly cover the following five categories: (i) clinical care (such as Foley
catheter care and subcutaneous injection); (ii) specialize