IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE: (1)
QUALIFIED INSTITUTIONAL BUYERS (“QIBS”) PURCHASING IN RELIANCE
ON THE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
US SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”),
PROVIDED BY RULE 144A THEREUNDER OR PURSUANT TO ANOTHER
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT OR (2) OUTSIDE
THE UNITED STATES IN COMPLIANCE WITH REGULATION S UNDER THE
SECURITIES ACT.

IMPORTANT: You must read the following disclaimer before continuing. The
following disclaimer applies to the Prospectus following this notice. You are advised
to read this disclaimer carefully before accessing, reading or making any other use of
the attached Prospectus. In accessing the Prospectus, you agree to be bound by the
following terms and conditions, including any modifications to them from time to
time, each time you receive any information from us as a result of such access.

IF YOU DO NOT AGREE TO THE TERMS DESCRIBED IN THIS NOTICE, YOU
MAY NOT READ, ACCESS OR OTHERWISE USE THE ATTACHED
PROSPECTUS.

THE OFFER GDRS HAVE NOT BEEN, AND WILL NOT BE, REGISTERED
UNDER THE SECURITIES ACT, OR THE SECURITIES LAWS OF ANY STATE OR
OTHER JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED
OR SOLD WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND ANY
APPLICABLE STATE OR LOCAL SECURITIES LAWS.

YOU ARE NOT AUTHORIZED TO AND MAY NOT FORWARD OR DELIVER THE
ATTACHED PROSPECTUS, ELECTRONICALLY OR OTHERWISE, TO ANY
OTHER PERSON OR REPRODUCE SUCH PROSPECTUS IN ANY MANNER
WHATSOEVER. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT
IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF
OTHER JURISDICTIONS.

CONFIRMATION OF YOUR REPRESENTATION: The attached Prospectus is being
sent at your request and by accepting this electronic transmission and accessing this
Prospectus, you shall be deemed to have represented to us that: (1) you and any
customers you represent are: (a) QIBs; or (b) outside the United States as defined in
Regulation S under the Securities Act and that the electronic mail address to which
this Prospectus has been delivered is not located in the United States, its territories,
possessions (including Puerto Rico, the US Virgin Islands, Guam, American Samoa,
Wake Island and the Northern Mariana Islands) and other areas subject to its
jurisdiction, and, to the extent you purchase the securities described in the attached
Prospectus, you will be doing so in an offshore transaction in reliance on Regulation
S under the Securities Act; and (2) you consent to delivery of the attached Prospectus
and any amendments or supplements thereto by electronic transmission.
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You are reminded that this Prospectus has been delivered to you on the basis that you
are a person into whose possession this Prospectus may be lawfully delivered in
accordance with the laws of the jurisdiction in which you are located, and you may
not nor are you authorized to forward or deliver the attached Prospectus,
electronically or otherwise, to any other person. If you receive the attached
Prospectus by e-mail, you should not reply by e-mail to this announcement. Any reply
e-mail communications, including those you generate by using the “Reply” function
on your e-mail software, will be ignored or rejected. If you receive the attached
Prospectus by e-mail, your use of this e-mail is at your own risk and it is your
responsibility to take precautions to ensure that it is free from viruses and other items
of a destructive nature.

The materials relating to the offering do not constitute, and may not be used in
connection with, an offer or solicitation in any place where offers or solicitations are
not permitted by law. No action has been or will be taken in any jurisdiction by any
of Lepu Medical Technology (Beijing) Co., Ltd. (the “Company”’), and Credit Suisse
AG, CLSA Limited and China International Capital Corporation (UK) Limited
(together, the “Joint Global Coordinators”), and China Galaxy International
Securities (Hong Kong) Co., Limited, Huatai Financial Holdings (Hong Kong)
Limited, and Haitong International Securities Company Limited (together with the
Joint Global Coordinators, the “Joint Bookrunners’) (or, where applicable in any
jurisdiction that requires the offering to be made by a licensed broker or dealer, by
such affiliates as are licensed in that jurisdiction for such purpose) that would or is
intended to, permit a public offering of the securities, or possession or distribution of
the attached Prospectus (in preliminary, proof or final form) or any other offering or
publicity material relating to the securities, in any country or jurisdiction where
action for that purpose is required. If a jurisdiction requires that the offering be made
by a licensed broker or dealer and the Joint Bookrunners or any affiliate of the Joint
Bookrunners is a licensed broker or dealer in that jurisdiction, the offering shall be
deemed to be made by the Joint Bookrunners or such affiliate on behalf of the
Company in such jurisdiction.

In Switzerland, Offer GDRs will be offered solely to professional clients within the
meaning of article 4 para 3 of Swiss Financial Services Act, as amended (“FinSA”). The
Offer GDRs may not be publicly offered, directly or indirectly, in Switzerland within the
meaning of FinSA. Each purchaser of the GDRs in Switzerland will be deemed to have
represented and agreed that it qualifies as a “professional client” within the meaning of
FinSA.

The attached Prospectus is only addressed to and directed at persons in member states of
the European Economic Area (the “EEA”) who are “qualified investors” within the
meaning of Article 2(e) of the Prospectus Regulation (EU) 2017/1129 (the “Prospectus
Regulation”) (“Qualified Investors™). In addition, in the United Kingdom, the attached
Prospectus is being distributed only to, and is directed only at, persons who are “qualified
investors” within the meaning of Article 2 of the Prospectus Regulation (Regulation (EU)
2017/1129) as it forms part of retained EU law as defined in the European Union
(Withdrawal) Act 2018 and who: (i) have professional experience in matters relating to
investments falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005, as amended (the “Order”); (ii) are high-net-worth
entities falling within Article 49(2)(a) to (d) of the Order; or (iii) are otherwise persons to
whom it may otherwise lawfully be communicated (all such persons together being
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referred to as “relevant persons”). The attached Prospectus is directed only at relevant
persons in the United Kingdom and Qualified Investors in any member state of the EEA
and must not be acted on or relied on: (i) in the United Kingdom, by persons who are not
relevant persons; and (ii) in any member state of the EEA, by persons who are not
Qualified Investors. Any investment or investment activity to which the attached
Prospectus relates is available only to: (i) in the United Kingdom, relevant persons; and (ii)
in any member state of the EEA, Qualified Investors, and will be engaged in only with such
persons.

The attached Prospectus has been sent to you in an electronic format. You are reminded
that documents transmitted in an electronic format may be altered or changed during the
process of transmission and consequently none of the Company, the Joint Bookrunners,
their respective affiliates, directors, officers, employees, representatives and agents or any
other person controlling the Company, the Joint Bookrunners or any of their respective
affiliates accepts any liability or responsibility whatsoever in respect of any discrepancies
between the document distributed to you in electronic format and the hard-copy version.

None of the Joint Bookrunners, or any of their respective affiliates, or any of their
respective directors, officers, employees or agents accepts any responsibility whatsoever
for the contents of the attached Prospectus or for any statement made or purported to be
made by it, or on its behalf, in connection with the Company or the offering.

The Joint Bookrunners and any of their respective affiliates accordingly disclaim all and
any liability whether arising in tort, contract, or otherwise which they might otherwise
have in respect of the attached Prospectus or any such statement. No representation or
warranty express or implied, is made by any of the Joint Bookrunners or any of their
respective affiliates as to the accuracy, completeness, reasonableness, verification or
sufficiency of the information set out in the attached Prospectus.

The Joint Bookrunners are acting exclusively for the Company and no one else in
connection with the offering. They will not regard any other person (whether or not a
recipient of the attached Prospectus) as their client in relation to the offering and will not
be responsible to anyone other than the Company for providing the protections afforded to
their clients nor for giving advice in relation to the offering or any transaction or
arrangement referred to herein.
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LEPU MEDICAL
Lepu Medical Technology (Beijing) Co., Ltd.

(a joint stock company established under the laws of the People’s Republic of China with limited liability)

Offering of up to 11,910,286 Global Depositary Receipts representing A Shares
in a base offering and up to an additional 5,774,110 Global Depositary Receipts representing
A Shares pursuant to an Upsize Option at an Offer Price expected to be between US$12.31
and US$12.68 per Global Depositary Receipt

This prospectus (the “Prospectus”) relates to (i) an offering (the “Offering”) by Lepu Medical Technology (Beijing) Co., Ltd. (the “Company”)
of up to 11,910,286 global depositary receipts (the “Firm GDRs”) and up to an additional 5,774,110 GDRs pursuant to an Upsize Option (as
defined below) (the “Upsize GDRs,” together with the Firm GDRs, the “Offer GDRs”) with one GDR representing an interest in five A shares
of the Company with a fully paid nominal value of RMB1.00 each (the “A Shares”), and (ii) a listing of all Offer GDRs and additional GDRs
to be issued from time to time against the deposit of A Shares (to the extent permitted by applicable laws, regulations and regulatory approvals)
with the Depositary (as defined below) on SIX Swiss Exchange AG (“SIX Swiss Exchange”) in accordance with the Standard for Depository
Receipts. The GDRs are to be issued pursuant to the Deposit Agreement (as defined below) against the deposit of A Shares (to the extent permitted
by applicable laws, regulations and regulatory approvals) with Deutsche Bank Trust Company Americas, as depositary (the “Depositary”).

The Offering consists of: (i) a private placement in Switzerland solely to professional clients within the meaning of article 4 para 3 of Swiss
Financial Services Act, as amended (“FinSA”); (ii) an offering in the United States of America (the “United States”) only to qualified institutional
buyers (“QIBs”) as defined in, and in reliance on, Rule 144A (“Rule 144A”), or another exemption from, or in a transaction not subject to, the
registration requirements of the US Securities Act of 1933, as amended (the “Securities Act”); and (iii) private placements in certain jurisdictions
outside of Switzerland and the United States in accordance with applicable securities laws and on the basis of various exemptions, including those
provided by the Regulation (EU) 2017/1129 (the “Prospectus Regulation”) and/or Regulation (EU) 2017/1129 as it forms part of domestic UK
law by virtue of the European Union (Withdrawal) Act 2018 (the “UK Prospectus Regulation™). All offers and sales outside the United States
will be made in compliance with Regulation S.

The Offering is expected to take place from September 15, 2022 until 17:00 Central European Summer Time (“CEST”) on September 15, 2022
(the “Offer Period”). It is currently expected that the final offer price (the “Offer Price”) for the Offer GDRs will be set within the offer price
range of US$12.31 to US$12.68 (the “Offer Price Range”). The Offer Price Range is indicative only and may change during the course of the
Offering. The Offer Price will be determined among the Company and the Joint Global Coordinators following a bookbuilding process. The
Company expects to publish the final Offer Price and the final number of Offer GDRs sold in the Offering by a media release and in a pricing
supplement to this Prospectus (the “Supplement”) on or around September 15, 2022 before the start of trading on SIX Swiss Exchange. This
Prospectus and the Supplement shall together constitute the final prospectus.

This Prospectus dated September 15, 2022 has been approved by SIX Exchange Regulation AG in its capacity as review body (the “Review Body”)
pursuant to article 52 of FinSA on September 15, 2022. In addition, application has been made and approval has, subject to certain customary
conditions, been given for the listing of up to 17,684,396 GDRs to be issued on or around September 21, 2022 (the “Closing Date”), and additional
GDRs to be issued from time to time against the deposit of A Shares (to the extent permitted by applicable laws, regulations and regulatory
approvals) with the Depositary, on SIX Swiss Exchange in accordance with the Standard for Depository Receipts. The Company expects that the
Offer GDRs will be listed, and trading in the Offer GDRs will commence, on SIX Swiss Exchange on or around September 21, 2022 (the “First
Day of Trading”) under the symbol “LEPU.” The GDRs will be denominated in USD.

The A Shares are listed and traded on the Shenzhen Stock Exchange under the stock code 300003.SZ. Prices for the A Shares traded on the
Shenzhen Stock Exchange may not reflect the value of the GDRs. Approval of the Review Body has not been sought by the Company for this
Prospectus in relation to the A Shares and no such A Shares will be offered by the Company in the Offering and/or listed on SIX Swiss Exchange
or any other stock exchange in Switzerland.

See “Risk Factors” beginning on page 24 to read about factors you should consider before buying the Offer GDRs. Purchasing the Offer
GDRs involves risks. The GDRs are of a specialist nature and should only be bought and traded by investors who are particularly
knowledgeable in investment matters. Prospective investors should read this entire Prospectus.

This Prospectus does not constitute an offer to sell, or solicitation of an offer to buy, securities in any jurisdiction in which such offer or solicitation
would be unlawful. The GDRs have not been and will not be registered under the Securities Act or with any securities regulatory authority of any
state or other jurisdiction of the United States and may not be offered or sold within the United States, except pursuant to an exemption from,
or in a transaction not subject to, the registration requirements of the Securities Act and any applicable state or local securities laws. Prospective
investors are hereby notified that sellers of the Offer GDRs may be relying on the exemption from the registration requirements of the Securities
Act provided by Rule 144A. Each purchaser of the Offer GDRs hereby, in making a purchase, will be deemed to have made certain
acknowledgements, representations and agreements as set out in “Important Information about the Offering” and “Selling and Transfer
Restrictions.” For a discussion of certain restrictions on transfers of the GDRs in other jurisdictions, see “Notice to Investors”, “Terms and
Conditions of the Global Depositary Receipts” and “Selling and Transfer Restrictions.”

The Joint Global Coordinators for the Offering are Credit Suisse AG (“Credit Suisse”), CLSA Limited (“CLSA”) and China International Capital
Corporation (UK) Limited (“CICC”) (the “Joint Global Coordinators” and “Joint Bookrunners™), and China Galaxy International Securities
(Hong Kong) Co., Limited (“China Galaxy International”), Huatai Financial Holdings (Hong Kong) Limited (“Huatai International”), and
Haitong International Securities Company Limited (“Haitong International”) (the “Joint Bookrunners,” and together with the Joint Global
Coordinators, the “Managers”). The GDRs will be issued in global form. The GDRs offered and sold in the United States (the “Rule 144A GDRs”)
will be evidenced by a master rule 144A global depository receipt certificate (the “Master Rule 144A GDR Certificate”) registered in the name
of Cede & Co., as nominee for The Depository Trust Company (“DTC”), and the GDRs offered and sold outside the United States (the “Regulation
S GDRs”) will be evidenced by a master Regulation S global depositary receipt certificate (the “Master Regulation S GDR Certificate” and,
together with the Master Rule 144A GDR Certificate, the “Master GDR Certificates”) registered in the name of BT Globenet Nominees Limited,
as nominee for Deutsche Bank AG, London Branch, as common depository for Euroclear Bank S.A./N.V., as operator of the Euroclear System
(“Euroclear”), and Clearstream Banking, société anonyme (“Clearstream”). Except as described herein, beneficial interests in the Master GDR
Certificates will be shown on, and transfers thereof will be effected only through the records of DTC with respect to the Rule 144A GDRs and
Euroclear and Clearstream with respect to the Regulation S GDRs. It is expected that delivery of the GDRs will be made against payment therefor
in USD in same day funds through the facilities of DTC, in the case of Rule 144A GDRs, and Euroclear and Clearstream, in the case of Regulation
S GDRs, on or about the Closing Date. See “Clearing and Settlement.”

Joint Global Coordinators and Joint Bookrunners
Credit Suisse CLSA CICC

Joint Bookrunners

China Galaxy International Huatai International Haitong International

The date of this Prospectus is September 15, 2022.



IMPORTANT INFORMATION ABOUT THE OFFERING

Lepu Medical Technology (Beijing) Co., Ltd. (the “Company”), which is organized as a
joint stock company under the laws of the People’s Republic of China (the “PRC”) with
limited liability with its registered office at No. 37 Chaoqgian Road, Changping District,
Beijing, China, assumes responsibility for the completeness and accuracy of the
information in this Prospectus and any supplement. The Company confirms that, to the best
of its knowledge, the information contained in this Prospectus is correct and that no
material facts or circumstances have been omitted.

This Prospectus has been prepared in accordance with FinSA and its implementing
ordinance for the purposes of offering the GDRs and listing the GDRs on SIX Swiss
Exchange in accordance with the Standard for Depository Receipts.

The information contained in this Prospectus has been provided by the Company and by
the other sources identified in this Prospectus. No representation or warranty, express or
implied, is made by the Joint Global Coordinators and the Joint Bookrunners (collectively,
the “Managers”) or any of their respective representatives, affiliates or advisors as to the
accuracy, completeness or verification of this information set forth in this Prospectus, and
nothing contained in this Prospectus is, or shall be relied upon as, a promise or
representation in this respect, whether as to the past or the future, by the Managers or by
their respective representatives, affiliates or advisors. The Managers assume no
responsibility for its accuracy, completeness or verification and accordingly disclaim, to
the fullest extent permitted by applicable law, any and all liability whether arising in tort,
contract or otherwise which they might otherwise be found to have in respect of this
Prospectus or any such statement.

This Prospectus is not intended to provide the basis of any credit or other evaluation and
should not be considered as a recommendation by any of the Company, the Managers nor
any of their respective affiliates that any recipient of this Prospectus should subscribe for
the Offer GDRs. Each potential subscriber of Offer GDRs should determine for itself the
relevance of the information contained in this Prospectus, and its subscription for the Offer
GDRs should be based upon such investigation, as it deems necessary, including the
assessment of risks involved and its own determination of the suitability of any such
investment, with particular reference to their own investment objectives and experience
and any other factors that may be relevant to such potential subscriber in connection with
the subscription for the Offer GDRs.

As the A Shares are listed on the Shenzhen Stock Exchange, the Company has been subject
to periodic reporting and other information disclosure requirements in the PRC. As a
result, from time to time the Group publicly releases information relating to itself on the
Shenzhen Stock Exchange or other media outlets designated by the China Securities
Regulatory Commission (the “CSRC”). However, the information announced by the
Company in connection with its A Shares is based on the regulatory requirements of the
securities authorities and market practice in the PRC, which are different from those which
will be applicable to the GDRs following the listing of the Offer GDRs on SIX Swiss
Exchange. Such information does not and will not form a part of this Prospectus. As a
result, prospective investors in the Offering are reminded that, in making their investment
decision as to whether to purchase the Offer GDRs, they should rely only on the financial,
operating and other information included in this Prospectus. By applying to purchase Offer
GDRs in the Offering, prospective investors will be deemed to have agreed that they will
not rely on any information other than that contained in this Prospectus and any formal
announcements made by us in the PRC with respect to the Offering.

This Prospectus does not constitute: (i) an offer to sell, or a solicitation of an offer to buy
any securities other than the securities to which it relates; or (ii) an offer to sell, or the
solicitation of an offer to buy, such securities by any person in any circumstances in which
such offer or solicitation is unlawful.



IMPORTANT INFORMATION ABOUT THE OFFERING

Each prospective investor in the GDRs (each, an “Offeree”), by accepting delivery of this
Prospectus, will be deemed to have acknowledged, represented to and agreed with the
Company and the Managers that:

(i) this Prospectus is personal to such Offeree and does not constitute an offer to any
other person, or to the public generally, to purchase or otherwise acquire the GDRs.
Distribution of this Prospectus or disclosure of any of its contents to any person other
than such Offeree and those persons, if any, retained to advise such Offeree with
respect thereto is unauthorized, and any disclosure of any of its contents, without the
prior written consent of the Managers, is prohibited;

(ii) the Offeree will not make any photocopies or electronic copies of this Prospectus or
any documents referred to herein (other than for its own use); and

(ii1) the Offeree will not forward or deliver this Prospectus (in any form) electronically or
otherwise, to any other person or reproduce such Prospectus in any manner
whatsoever.

The information contained in this Prospectus is accurate only as of its date. Neither the
delivery of this Prospectus nor any sale made hereunder shall, under any circumstances,
create any implication that there has been no change in the affairs of the Company since
the date hereof or that the information contained herein is correct as of any time
subsequent to its date. Any significant new factor or material inaccuracy related to the
information included in this Prospectus which is capable of affecting the assessment of the
GDRs and which arises or is noted between the date of this Prospectus and the First Day
of Trading or, as the case may be, the time when trading in the GDRs on SIX Swiss
Exchange begins, will be announced through electronic media or through a supplement
(if required). Notices required under the Listing Rules will be published in electronic form
on the website of SIX Swiss Exchange (currently https://www.six-group.com/en/products-
services/the-swiss-stock-exchange/market-data/news-tools/official-notices.html#/1).

In connection with the Offering, the Managers are not acting for anyone other than the
Company. The Managers will not regard any other person (whether or not a recipient of
this Prospectus) as their respective clients in relation to the Offering and will not be
responsible to anyone other than the Company for providing the protections afforded to
their respective clients or for providing advice in relation to the Offering or any transaction
or arrangement referred to herein. No person has been authorized to give any information
or to make any representations other than those contained in this Prospectus and, if given
or made, such information or representations must not be relied upon as having been
authorized.

In making an investment decision, investors must rely on their own examination, analysis
and investigation of the Company and the terms of the Offering, including the merits and
risks involved. Any decision to buy the GDRs should be based solely on this Prospectus,
the Supplement and any other supplement hereto, taking into account that any summary or
description set forth in this Prospectus of legal provisions, accounting principles or
comparison of such principles, corporate structuring or contractual relationships is for
information purposes only and should not be considered to be legal, accounting or tax
advice or be otherwise relied on. This Prospectus does not contain all the information that
would be included in a prospectus for the offering of the GDRs if such offering were
registered under the Securities Act or pursuant to the Prospectus Regulation (as defined
herein). None of the Company, the Managers or any of their respective representatives, is
making any representation to any Offeree or purchaser of GDRs regarding the legality of
an investment in the GDRs by such Offeree or purchaser under the laws applicable to such
Offeree or purchaser. Each investor should consult with his or her own advisors as to the
legal, tax, business, financial and related aspects of a purchase of the GDRs.
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Each investor acknowledges that:

(i) it has not relied on the Managers or any person affiliated with the Managers in
connection with any investigation of the accuracy of any information contained in this
Prospectus or its investment decision;

(ii) it has relied only on the information contained in this Prospectus; and

(iii) no person has been authorized to give any information or to make any representation
concerning the Company or its subsidiaries or the GDRs (other than as contained in
this Prospectus) and, if given or made, any such other information or representation
has not been relied upon as having been authorized by the Company or the Managers
or any of their respective affiliates.

Subject to the allocation directive for the new issue market issued by the Swiss Bankers
Association on March 29, 2004, which entered into legal force on January 1, 2005, as
amended in January 2008, each of the Managers and any of their respective affiliates,
acting as an investor for its own account, may, in connection with the Offering, take up a
portion of the GDRs in the Offering as a principal position and in that capacity may retain,
purchase or sell for its own account such GDRs and any GDRs or related investments and
may offer or sell such GDRs or other investments otherwise than in connection with the
Offering. Accordingly, references in the Prospectus to GDRs being offered or placed
should be read as including any offering or placement of GDRs to any of the Managers or
any of their respective affiliates acting in such capacity. None of the Managers intends to
disclose the extent of any such investment or transactions, otherwise than in accordance
with any legal or regulatory obligation to do so.

Availability of Information

Copies of this Prospectus, the Supplement and any other supplements to the Prospectus
are/will be available free of charge in Switzerland for 12 months following the First Day
of Trading on SIX Swiss Exchange at Credit Suisse AG, Zurich, Switzerland
(email: equity.prospectus @credit-suisse.com). In addition, copies of this Prospectus and
any supplements to the Prospectus are/will be available free of charge from Lepu Medical
Technology (Beijing) Co., Ltd., No. 37 Chaoqgian Road, Changping District, Beijing, the
PRC (email: zgb@lepumedical.com).

Information on the Company’s website, any website directly or indirectly linked to the
Company’s website or any website mentioned in this Prospectus does not constitute in any
way part of this Prospectus and is not incorporated by reference into this Prospectus, and
investors should not rely on it in making their decision to invest in GDRs.

For so long as any of the GDRs are “restricted securities” within the meaning of Rule
144(a)(3) under the Securities Act and the Company is neither subject to the reporting
requirements under Sections 13 or 15(d) of the US Securities Exchange Act of 1934, as
amended, nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, the Company
will furnish to any holder or beneficial owner of the restricted GDRs, or to any prospective
purchaser of such restricted GDRs designated by any such holder or beneficial owner, the
information required to be delivered to such persons pursuant to Rule 144A(d)(4) under the
Securities Act upon request of any such person. Alternatively, such information can be
accessed electronically on the website of the Company at http://en.lepumedical.com.
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NOTICE TO INVESTORS

The Company may withdraw the Offering at any time prior to the First Day of Trading, and
the Company and the Managers reserve the right to reject any offer to subscribe for the
Offer GDRs, in whole or in part, and to sell to any prospective investor less than the full
amount of the Offer GDRs sought by such investor.

The distribution of the Prospectus and the Offering are restricted by law in certain
jurisdictions. Therefore, persons into whose possession the Prospectus comes and persons
who would like to purchase the Offer GDRs pursuant to the Offering should inform
themselves about and observe such restrictions. Any failure to comply with such
restrictions may constitute a violation of the securities law of any such jurisdiction.

The offer of the Offer GDRs may be affected by the laws of the jurisdictions in which the
offerees reside. No action has been or will be taken in any jurisdiction that would permit
a public offering of the Offer GDRs or the possession, circulation or distribution of the
Prospectus or any other material relating to the Company or Offer GDRs in any jurisdiction
where action for that purpose is required. Accordingly, the Offer GDRs may not be sold,
directly or indirectly, and neither this Prospectus nor any other offering material or
advertisement in connection with the Offer GDRs may be distributed or published, in any
form or in any country or jurisdiction, except under circumstances that will result in
compliance with all applicable laws, rules and regulations of any such country or
jurisdiction. Prospective investors should consult their professional advisors as to whether
they require any governmental or other consents or authorizations, or need to observe any
formalities to enable them to purchase Offer GDRs in the Offering. Any failure to comply
with such restrictions may constitute a violation of the securities law of any such
jurisdiction. None of the Company, the Managers or any of its or their respective
representatives, affiliates or advisors accept any legal responsibility for any violation of
applicable securities laws.

The Offer GDRs are subject to restrictions on transferability and resale and may not be
transferred or resold except as permitted under the Securities Act and the applicable
securities laws of any other jurisdiction. Prospective purchasers should be aware that they
may be required to bear the financial risks of this investment for an indefinite period of
time. For a description of certain restrictions on transfers of the Offer GDRs, see “Selling
and Transfer Restrictions.”

Notice to Investors in Switzerland

In Switzerland, Offer GDRs will be offered solely to professional clients within the
meaning of article 4 para 3 of FinSA. The Offer GDRs may not be publicly offered,
directly or indirectly, in Switzerland within the meaning of FinSA. Each purchaser of the
GDRs in Switzerland will be deemed to have represented and agreed that it qualifies as a
“professional client” within the meaning of FinSA.

Notice to United States Investors

The Offer GDRs have not been and will not be registered under the Securities Act, or with
any securities regulatory authority of any state or other jurisdiction in the United States,
and are being sold in the United States only to QIBs in reliance on the exemption from
registration provided by Rule 144A, or pursuant to another available exemption from, or
in a transaction not subject to, the registration requirements of the Securities Act and
applicable state and other securities laws of the United States, and are being offered and
sold outside the United States to certain persons in offshore transactions in compliance
with Regulation S. Prospective investors are hereby notified that sellers of the Offer GDRs
may be relying on the exemption from the registration requirements of Section 5 of the
Securities Act provided by Rule 144A.
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NOTICE TO INVESTORS

THE OFFER GDRS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
US SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION IN THE UNITED STATES OR ANY OTHER US REGULATORY
AUTHORITY, NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED
UPON OR ENDORSED THE MERITS OF THE OFFERING OR THE ACCURACY
OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY MAY BE A CRIMINAL OFFENSE IN THE UNITED STATES.

In addition, until 40 days after the commencement of the Offering, an offer or sale of the
Offer GDRs within the United States by a dealer, whether or not participating in the Global
Offering, may violate the registration requirements of the Securities Act if the offer or sale
is made other than pursuant to Rule 144 A under the Securities Act or another available
exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act.

Notice to Certain European Investors
European Economic Area

In relation to each member state of the European Economic Area, no Offer GDRs have
been offered or will be offered pursuant to the Offering to the public in that member state
prior to the publication of a prospectus in relation to the Offer GDRs that have been
approved by the competent authority in that member state or, where appropriate, approved
in another member state and notified to the competent authority in that member state, all
in accordance with the Prospectus Regulation, except that offers of Offer GDRs may be
made to the public in that member state at any time under the following exemptions under
the Prospectus Regulation:

(i) to any legal entity which is a qualified investor as defined under Article 2 of the
Prospectus Regulation;

(ii) to fewer than 150 natural or legal persons (other than qualified investors as defined
under the Prospectus Regulation), subject to obtaining the prior consent of the
Managers for any such offer; or

(iii) in any other circumstances falling within Article 1(4) of the Prospectus Regulation,

provided that no such offer of Offer GDRs shall require the Company or any Manager to
publish a prospectus pursuant to Article 3 of the Prospectus Regulation or supplement a
prospectus pursuant to Article 23 of the Prospectus Regulation.

For the purposes of this provision, the expression an “offer to the public” in relation to
any Offer GDRs in any member state means the communication in any form and by any
means of sufficient information on the terms of the offer and any Offer GDRs to be offered
so as to enable an investor to decide to purchase or subscribe for any Offer GDRs, and the
expression “Prospectus Regulation” means Regulation (EU) 2017/1129.

In the case of any GDRs being offered to a financial intermediary as that term is used in
the Prospectus Regulation, such financial intermediary will also be deemed to have
represented, acknowledged and agreed that the GDRs acquired by it in the Offering have
not been acquired on a non-discretionary basis on behalf of, nor have they been acquired
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NOTICE TO INVESTORS

with a view to their offer or resale to persons in circumstances which may give rise to an
offer of any GDRs to the public, other than their offer or resale in a member state to
qualified investors as so defined or in circumstances in which the prior consent of the
Managers has been obtained to each such proposed offer or resale. The Company, the
Managers and their respective affiliates, and others will rely upon the truth and accuracy
of the foregoing representation, acknowledgements and agreements. Notwithstanding the
above, a person who is not a qualified investor and who has notified the Managers of such
fact in writing may, with the prior consent of the Managers, be permitted to acquire GDRs
in the Offering.

United Kingdom

No Offer GDRs have been offered or will be offered pursuant to the Offering to the public
in the United Kingdom prior to the publication of a prospectus in relation to the Offer
GDRs has been approved by the Financial Conduct Authority, except that the Offer GDRs
may be offered to the public in the United Kingdom at any time:

(i) to any legal entity which is a qualified investor as defined under Article 2 of the UK
Prospectus Regulation;

(i1) to fewer than 150 natural or legal persons (other than qualified investors as defined
under Article 2 of the UK Prospectus Regulation), subject to obtaining the prior
consent of the Managers for any such offer; or

(iii) in any other circumstances falling within Section 86 of the Financial Services and
Markets Act 2000 (the “FSMA”),

provided that no such offer of the Offer GDRs shall require the Company or any Manager
to publish a prospectus pursuant to Section 85 of the FSMA or supplement a prospectus
pursuant to Article 23 of the UK Prospectus Regulation.

For the purposes of this provision, the expression an “offer to the public” in relation to the
Offer GDRs in the United Kingdom means the communication in any form and by any
means of sufficient information on the terms of the offer and any Offer GDRs to be offered
so as to enable an investor to decide to purchase or subscribe for any Offer GDRs and the
expression “UK Prospectus Regulation” means Regulation (EU) 2017/1129 as it forms
part of domestic law by virtue of the European Union (Withdrawal) Act 2018.

The issue and distribution of this Prospectus is restricted by law. In the United Kingdom,
this document is not being distributed by, nor has it been approved for the purposes of
Section 21 of the FSMA by, a person authorized under the FSMA. In the United Kingdom,
this document is for distribution only to, and directed only at, persons who are “qualified
investors” within the meaning of Article 2(e) of the UK Prospectus Regulation and who:
(i) have professional experience in matters relating to investments (being investment
professionals falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended, the “Financial Promotion Order”)), (ii)
are persons falling within article 49(2)(a) to (d) (high net worth companies,
unincorporated associations etc.) of the Financial Promotion Order, or (iii) are otherwise
persons to whom it may otherwise lawfully be communicated (all such persons together
being referred to as “relevant persons”). In the United Kingdom, this document is directed
only at relevant persons and must not be acted on or relied on by persons who are not

— Vi —



NOTICE TO INVESTORS

relevant persons. In the United Kingdom, any investment or investment activity to which
this document relates is available only to relevant persons and will be engaged in only with
relevant persons. No part of this Prospectus should be published, reproduced, distributed
or otherwise made available in whole or in part to any other person without the prior
written consent of the Company. The Offer GDRs are not being offered or sold to any
person in the United Kingdom, except in circumstances which will not result in an offer
of securities to the public in the United Kingdom within the meaning of Part VI of the
FSMA.

In the case of any GDRs being offered to a financial intermediary as that term is used in
Article 5(1) of the UK Prospectus Regulation, each financial intermediary will also be
deemed to have represented, warranted and agreed that the GDRs acquired by it in the
Offering has not been acquired on a non-discretionary basis on behalf of, nor have they
been acquired with a view to their offer or resale to, persons in circumstances which may
give rise to an offer of any GDRs to the public, other than their offer or resale in the United
Kingdom to qualified investors as so defined or in circumstances in which the prior
consent of the Managers has been obtained to each such proposed offer or resale. The
Company, the Managers and their respective affiliates, and others will rely upon the truth
and accuracy of the foregoing representation, acknowledgements and agreements.
Notwithstanding the above, a person who is not a qualified investor and who has notified
the Managers of such fact in writing may, with the prior consent of the Managers, be
permitted to acquire GDRs in the Offering.

Notice to Other Investors
DIFC

This prospectus relates to an Exempt Offer in accordance with the Offered Securities Rules
of the Dubai Financial Services Authority (“DFSA”). This prospectus is intended for
distribution only to persons of a type specified in the Offered Securities Rules of the
DFSA. It must not be delivered to, or relied on by, any other person. The DFSA has no
responsibility for reviewing or verifying any documents in connection with Exempt Offers.
The DFSA has not approved this prospectus nor taken steps to verify the information set
forth herein and has no responsibility for the prospectus. The GDRs to which this
prospectus relates may be illiquid and/or subject to restrictions on their resale. Prospective
purchasers of the GDRs offered should conduct their own due diligence on the GDRs. If
you do not understand the contents of this prospectus you should consult an authorized
financial advisor.

Japan

The GDRs have not been and will not be registered under the Financial Instruments and
Exchange Law (Law No.25 of 1948, as amended) and, accordingly, will not be offered or
sold, directly or indirectly, in Japan, or for the benefit of any Japanese Person or to others
for re-offering or resale, directly or indirectly, in Japan or to any Japanese Person, except
in compliance with all applicable laws, regulations and ministerial guidelines promulgated
by relevant Japanese governmental or regulatory authorities in effect at the relevant time.
For the purposes of this paragraph, “Japanese Person” shall mean any person resident in
Japan, including any corporation or other entity organized under the laws of Japan.
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Identification of Target Market
European Economic Area

Solely for the purposes of the product governance requirements contained within: (a) EU
Directive 2014/65/EU on markets in financial instruments, as amended (“MiFID II"); (b)
articles 9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing
MiFID II; and (c) local implementing measures (together, the “MiFID II Product
Governance Requirements”), and disclaiming all and any liability, whether arising in
tort, contract or otherwise, which any “manufacturer” (for the purposes of the MiFID II
Product Governance Requirements) may otherwise have with respect thereto, the Offer
GDRs have been subject to a product approval process by each Manager established in the
EEA, which has determined that the Offer GDRs are: (i) compatible with an end target
market of retail investors and investors who meet the criteria of professional clients and
eligible counterparties, each as defined in MiFID II; and (ii) eligible for distribution
through all distribution channels as are permitted by MiFID II (the “MiFID II Target
Market Assessment”).

United Kingdom

Solely for the purposes of the product governance requirements of Chapter 3 of the FCA
Handbook Product Intervention and Product Governance Sourcebook (the “UK Product
Governance Requirements”, and together with the MiFID II Product Governance
Requirements, the “Product Governance Requirements”), and/or any equivalent
requirements elsewhere, and disclaiming all and any liability, whether arising in tort,
contract or otherwise, which any “manufacturer” (for the purposes of the UK Product
Governance Requirements and/or any equivalent requirements elsewhere) may otherwise
have with respect thereto, the Offer GDRs have been subject to a product approval process
by each Manager established in the UK, which has determined that the Offer GDRs are:
(i) compatible with an end target market of retail investors and investors who meet the
criteria of professional clients and eligible counterparties, each defined in Chapter 3 of the
FCA Handbook Conduct of Business Sourcebook; and (ii) eligible for distribution through
all permitted distribution channels (the “UK Target Market Assessment”, and together
with the MiFID II Target Market Assessment, the “Target Market Assessment”).

General

Notwithstanding the Target Market Assessment, distributors should note that the price of
the Offer GDRs may decline and investors could lose all or part of their investment; the
Offer GDRs offer no guaranteed income and no capital protection; and an investment in
the Offer GDRs is compatible only with investors who do not need a guaranteed income
or capital protection, who (either alone or in conjunction with an appropriate financial or
other advisor) are capable of evaluating the merits and risks of such an investment and who
have sufficient resources to be able to bear any losses that may result therefrom.

The Target Market Assessment is without prejudice to any contractual, legal or regulatory
selling restrictions in relation to the Offering.
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Furthermore, it is noted that, notwithstanding the Target Market Assessment, the Managers
will only procure investors who meet the criteria of professional clients and eligible
counterparties. For the avoidance of doubt, the Target Market Assessment does not
constitute: (a) in the case of the MiFID II Target Market Assessment, an assessment of
suitability or appropriateness for the purposes of MiFID II and in the case of the UK Target
Market Assessment, an assessment of suitability or appropriateness for the purposes of
Chapters 9A or 10A respectively of the FCA Handbook Conduct of Business Sourcebook;
or (b) a recommendation to any investor or group of investors to invest in, or purchase, or
take any other action whatsoever with respect to the Offer GDRs. Each distributor is
responsible for undertaking its own relevant target market assessment in respect of the
Offer GDRs and determining appropriate distribution channels.

Notice to All Investors

Investors should be aware that foreign investors are not generally able to hold A shares in
Chinese companies pursuant to restrictions under PRC law, subject to certain limited
exemptions, such as for Qualified Foreign Institutional Investors (“QFIIs”) and RMB
Qualified Foreign Institutional Investors (“RQFIIs,” together with QFIIs, “QFIs”).

However, one of the features of the Stock Connect Scheme is that investors will be able
to (i) buy GDRs by requesting a Designated Broker to buy A Shares on the Shenzhen Stock
Exchange and instruct the Depositary to create GDRs representing such A Shares and (ii)
subject to certain lock-up restrictions for redemption of the GDRs as described below, sell
GDRs by requesting a Designated Broker to redeem their GDRs and sell the underlying A
Shares on the Shenzhen Stock Exchange. Pursuant to the Regulatory Provisions on Deposit
Receipts under Stock Connect Regimes between Domestic and Overseas Stock Exchanges
(BEINAMIE SR 28 25 i LI Bl A 4B FE ik Mk 55 15 4 M€ ) published by the CSRC on February
11, 2022 (the “DR Provisions”), the creation and redemption of GDRs in connection with
the purchase and sale of underlying A Shares may only be facilitated by the Designated
Brokers who hold accounts with Shenzhen Stock Exchange members enabling them to
create or redeem GDRs by buying or selling the underlying A Shares on the Shenzhen
Stock Exchange (subject to certain quotas imposed by relevant regulators) and providing
relevant instructions to the Depositary. For further details, see “Offering and Sale—Listing
and Trading GDRs.”

This mechanism is intended to provide fungibility between the GDRs and the A Shares by
enabling investors or their brokers to place buy and sell orders with the Designated
Brokers who are able to seek the best price for the security from either market.

It should be noted that, pursuant to the Stock Connect Scheme, GDR holders will not be
permitted to redeem their GDRs and hold the underlying A Shares in their on-shore
accounts (such as QFII or RQFII accounts, where they have such an account) or have the
underlying A Shares held on their behalf by a Designated Broker. GDR holders that are
QFIIs and RQFIIs (or are otherwise able to hold A Shares through another exemption) that
wish to redeem some or all of their GDRs to hold A Shares would need to sell such GDRs
(either on SIX Swiss Exchange or by redeeming their GDRs and selling the underlying A
Shares on the Shenzhen Stock Exchange, as described above) and separately buy A Shares
outside of the Stock Connect Scheme to be held in a separate (existing or newly
established) QFII or RQFII or other account.
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In addition, pursuant to the DR provisions GDRs subscribed for by investors in the
Offering may not be redeemed within 120 days following the First Day of Trading.
Therefore, for such period, GDR holders will not be able to redeem their GDRs and sell
the underlying A Shares on the Shenzhen Stock Exchange and will only be able to sell their
GDRs through SIX Swiss Exchange or another legitimate trading venue. For the avoidance
of doubt, during such period investors will be able to buy GDRs by requesting a
Designated Broker to buy A Shares on the Shenzhen Stock Exchange and instruct the
Depositary to create GDRs representing such A Shares.

The number of underlying shares of outstanding depositary receipts offered and listed
outside China by a domestic listed company shall not exceed the upper limit approved by
the CSRC. The upper limit shall be adjusted accordingly if the number of depositary
receipts increases or decreases as a result of bonus issue, stock split or reverse split, the
adjustment of conversion ratio, or any other reason of the domestic listed company.

Investors should also be aware that pursuant to the DR Provisions the aggregate holding
of a single overseas investor of the equities of the Company (including the A Shares and
GDRs whether held directly or indirectly) shall not exceed 10% of the total outstanding
shares of the Company. In the event an overseas investor’s holding of equities exceeds
such limit, such investor is required to liquidate the excess portion within five trading
days. Furthermore, the DR Provisions also require that the aggregate holdings of A Shares
of all overseas investors in the Company shall not exceed 30% of the total outstanding
shares of the Company. In the event the 30% limit is exceeded, the CSRC may require
overseas investors to liquidate their holdings (in reverse chronological order of when such
holdings were acquired). The foregoing restrictions do not apply to overseas investors’
strategic investments as defined and regulated by the Measures for the Administration of
Strategic Investment in Listed Companies by Foreign Investors (7ME 4595 % i 28 7 fi%
WA R IR,

Pursuant to the Measures for the Administration of Acquisition of Listed Companies (-
28 mSOE & #7035 promulgated by the CSRC and last amended in March 2020, any
person who holds 5% or more of the outstanding shares in a listed company (including the
Company) shall, within three days upon its shareholding in the listed company reaching
such percentage, (i) prepare a report on its change of shareholding, (ii) notify the CSRC,
the relevant stock exchange and the listed company, and (iii) make an announcement on
such event. In addition, a person holding 5% or more of a listed company’s outstanding
shares shall be subject to the same reporting and announcement obligations as set out
above each time its shareholding in the listed company increases or decreases by 5%. Such
persons will be subject to trading restrictions before and/or within a period of time after
the reporting, filing and disclosure obligations are fulfilled. A person holding 5% or more
of the outstanding shares in a listed company may file a short-form report if it holds less
than 20% of the outstanding shares in the listed company and it is not the largest
shareholder or de facto controlling person of the listed company; otherwise it will be
required to file a long-form report disclosing its shareholding. Pursuant to the DR
Provisions, an investor’s holding of GDRs will be aggregated with its holding of the
Company’s outstanding Shares through other channels, including but not limited to, any
direct holding of the Company’s A Shares, as well as the holding of GDRs and Shares by
persons acting-in-concert with such investor. The Company is also required to disclose in
its annual reports, among other things, information on persons holding 5% of its Shares,
together with any changes to their shareholding and any pledge or encumbrance over the
Shares held by such persons.



NOTICE TO INVESTORS

General Sales Restrictions

No action has been or will be taken by the Company or the Managers in any jurisdiction
that would, or is intended to, permit a public offering of the Offer GDRs, or possession or
distribution of this Prospectus or any other offering material, in any country or jurisdiction
where further action for that purpose is required.

Each purchaser will be deemed to have acknowledged, represented and warranted that it
understands and agrees to the foregoing restrictions set out in this section.
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FORWARD-LOOKING STATEMENTS

This Prospectus contains various forward-looking statements that reflect the views of our
management with respect to future events and anticipated financial and operational
performance. Forward-looking statements as a general matter are all statements other than
statements as to historical facts or present facts or circumstances. In some cases, these
forward-looking statements can be identified by the use of forward-looking terminology or
subjective assessments, including the words “aims,” “believes,” “estimates,” “forecasts,”
“anticipates,” “projects,” “expects,” “intends,” “may,” “will,” “plans,” ‘“continue” or
“should” or, in each case, their negative or similar expressions. Other forward-looking
statements can be identified in the context in which the statements are made. Forward-
looking statements appear in a number of places throughout this Prospectus, including,
without limitation, in “Summary,” “Risk Factors,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” “Industry and Market
Overview,” and “Our Business,” and include, among other things, statements relating to:

G G

our ability to develop and manage our operations and business;
. our strategies for growth and sources of new revenue;

. economic outlook, industry trends and challenges, and impact of regulatory
initiatives;

. the competitive environment in which we operate;
. our ability to attract and retain quality employees;
. the impact of catastrophic or unforeseen events;

. the expectations and assumptions regarding the impact of the COVID-19 pandemic on
us and our customers; and

. our success at managing the risks associated with the aforementioned factors.
Although our management believes that the expectations reflected in these forward-
looking statements are reasonable, we can give no assurance that they will materialize or
prove to be correct. Since these statements are based on assumptions or estimates and are
subject to risks and uncertainties, the actual results or outcome could differ materially from
those set out in the forward-looking statements as a result of many factors, including,
among other things:

. capital market volatility, inflation, interest rate and exchange rate fluctuations;

. changes in the industry and regulatory environment in which we operate;

. the failure of third parties to provide their services or meet their obligations;

. the severity and duration of the COVID-19 pandemic and its resulting global

economic uncertainty as well as the measures taken by governments and businesses
in response thereto;
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. the macroeconomic and political environment of the PRC and other jurisdictions in
which we operate; and

. technological changes impacting the sectors in which we operate.

Additional factors that could cause our actual results, performance or achievements to
differ materially include, but are not limited to, those discussed in “Risk Factors.”

The forward-looking statements contained herein speak only as of the date of this
Prospectus. We expressly undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future events or
otherwise, other than as required by law or regulation. Accordingly, prospective investors
are cautioned not to place undue reliance on any of the forward-looking statements herein.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

The Company was established on June 11, 1999 as a limited liability company in the PRC,
and was converted into Lepu Medical Technology (Beijing) Co., Ltd., a joint stock
company with limited liabilities, on January 14, 2008. The Company was listed on the
Shenzhen Stock Exchange with the stock code 300003.SZ since October 2009.

The following diagram shows a simplified overview of our Group’s corporate structure as
of the date of this Prospectus:

‘ Lepu Medical Technology (Beijing) Co., Ltd. ‘
PRC

l 100% l 100% 100% l 100% l 100% 19895%
Lepu (Shenzhen) - I
Ningbo Bingkun Medical International Beijing Tiandi Hexie Beijing Ruixiang Lepu (Shenzhen) Zhejiang Lepu
Te . Taikang Technology Medical Technology Pharmaceutical
‘echnology Co., Ltd. Development Center Technology Co., Ltd. Cou 1 Co., I Co., L
PRC Co. Ltd PRC 0., Ltd. 0., Ltd. 0., Ltd.
i : PRC PRC PRC
PRC
100% 0.24% 0.86% 23.35% 100%
Jiangsu Bronsens Medical| | 93.22% | Beijing Lepu Diagnostic Ml;ljll::l i‘i‘::n;l:;f)};y Y\fr}n‘:l:]igl]“:clhlr‘:)ll):gy Lepu Pharmaceutical
Equij t Co., Ltd. ’ . — . i Te y Co., Ltd.
qmpm;‘;{(‘ 0., P]{CCO , Ltd (Shanghai) Co., Ltd. | g3.48% Co., Ltd. 10 lechnol(;glivCCO 5 Litd.
) PRC PRC
1% 100%
9% Lepu Pharmaceuticals, Sllc;':f::; il;]:lie

Inc.
PRC

J 100%

Hainan Jiafeng
Health Industry
Co., Ltd.
PRC

Materials Co., Ltd
PRC

This Prospectus contains:

. consolidated historical financial information of the Group as of and for the three years
ended December 31, 2019, 2020 and 2021 (the “Annual Historical Financial
Information™) prepared in accordance with the Accounting Standards for Business
Enterprises in China (“PRC GAAP”), together with the audit report thereon by BDO
China SHU LUN PAN Certified Public Accountants LLP; and

. unaudited consolidated condensed interim financial information of the Group as of
and for the six months ended June 30, 2022 (together with comparative financial
information as of and for the six months ended June 30, 2021) (the “Six Month
Historical Financial Information”) prepared in accordance with PRC GAAP,
together with the review report thereon by BDO China SHU LUN PAN Certified
Public Accountants LLP. For the avoidance of doubt, the financial information for the
six months ended June 30, 2021 is neither audited nor reviewed by BDO China SHU
LUN PAN Certified Public Accountants LLP.
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EBITDA and EBITDA Margin

EBITDA is a non-PRC GAAP measure that represents net profit before income taxes,
depreciation, amortization and total expense paid for interests. EBITDA eliminates
potential differences in performance caused by variations in capital structures (affecting
financial expenses), tax positions (such as the availability of net operating losses against
which to relieve taxable profits), the cost and age of tangible assets (affecting relative
depreciation expense) and the extent to which intangible assets are identifiable (affecting
relative amortization expense). EBITDA margin is defined as EBITDA divided by
operating revenue, expressed as a percentage.

Accordingly, EBITDA and EBITDA margin should not be considered as an alternative to
net profit, net margin or any other performance measures derived in accordance with PRC
GAAP or as an alternative to cash flow from operating activities or as a measure of our
liquidity. We believe that inclusion of EBITDA and EBITDA margin is appropriate to
provide additional information to investors about our operating performance and to
provide a measure of operating results unaffected by differences in capital structures,
capital investment cycles and ages of related assets among otherwise comparable
companies. EBITDA and EBITDA margin have limitations as analytical tools, and should
not be considered in isolation, or as a substitute for analysis of our operating results as
reported under PRC GAAP.

Financial Year
The financial year of our Group ends on December 31 of each calendar year.
Other Data

Certain numerical figures set out in this Prospectus, including financial data presented in
millions or thousands, certain operating data, percentages describing market shares and
industry data have been subject to rounding adjustments and, as a result, the totals of the
data in this Prospectus may vary slightly from the actual arithmetic totals of such
information. Percentages and amounts reflecting changes over time periods relating to
financial and other data set forth in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” are calculated using the numerical data in the annual
consolidated financial statements or the tabular presentation of other data (subject to
rounding) contained in this Prospectus, as applicable, and do not use the numerical data in
the narrative description thereof.



INDUSTRY AND MARKET DATA

This Prospectus contains and refers to numerical data, market data, and information or
estimates on the market and competitive environment in which we operate that is taken
from an industry report prepared for us by Frost & Sullivan, an industry consultant firm
located at Room 2504, Wheelock Square, 1717 West Nanjing Road, Shanghai, PRC, as of
June 2022 (the “Frost & Sullivan Report”). The report’s objective was to determine the
relevant markets for us, their size and growth prospects and to determine our competitive
position in these markets. In preparing the Frost & Sullivan Report, Frost & Sullivan
referred to both primary and secondary research obtained from various sources in respect
of the designated market. Primary research consists of in-depth interviews with leading
industry participants and industry experts. Secondary research consists of reviewing
reports of market participants, independent research reports and data of the Frost &
Sullivan’s own research database. Projected data were obtained from extrapolation of
historical and macroeconomic data with reference to specific industry related factors, in
which the data referenced has been cross-validated through multiple channels.

Neither we nor the Managers have independently verified the industry data and other
information on which third parties have based their studies or the external sources on
which our own estimates are based, except to the extent set forth in the paragraph directly
above. Therefore, neither we nor the Managers assume responsibility for the accuracy of
the information, other than the correct reproduction of such information, on the industry
environment, developments, growth rates, trends and competitive situation presented in the
Prospectus from third-party studies or the accuracy of the information on which our own
estimates are based. Prospective investors in the GDRs should also be aware that market
data and statistics are inherently predictive and speculative and are not necessarily
reflective of actual or future market conditions.

While we are not aware of any misstatements regarding the industry or similar data
presented in this Prospectus, the use of such data involves risks and uncertainties and is
subject to change based on various factors, including those discussed in “Forward-Looking
Statements” and “Risk Factors.”
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EXCHANGE RATE INFORMATION

We present our consolidated financial statements in RMB. The rates in each of the
following tables may differ from the actual rates used in the preparation of the
consolidated financial statements and other financial information appearing in this
Prospectus. We have provided these exchange rates solely for the convenience of potential
investors. The rates should not be construed as a representation that RMB amounts could
have been, or could be, converted into CHF, EUR or USD at the rates set forth herein or
at any other rate.

The following tables set forth, for the periods set forth below, the high, low, average and
period end Bloomberg Generic Price (BGN) expressed as Swiss francs (expressed as CHF)
per RMB1.00, USD per RMB1.00 and EUR per RMB1.00. The Bloomberg Generic Price
is Bloomberg’s preferred default source for generic exchange rate data, designed to show
market-consensus bid/ask rates based on input rates from a select subset of Bloomberg’s
exchange rate price contributors. The average rate for a month or year means the average
of the daily Bloomberg Generic Price during that month or year, or shorter period, as the
case may be.

CHF per RMB1.00

Year High Low Average" Year end

2019, . .. 0.1518 0.1369 0.1439 0.1390
2020. . . . 0.1411 0.1297 0.1360 0.1356
2021, . 0.1465 0.1357 0.1417 0.1435
Month High Low Average'V Period end

January 2022 ... ... . L 0.1464 0.1433 0.1446 0.1457
February 2022. .. .............. 0.1466 0.1445 0.1454 0.1454
March 2022 . ......... ... ..... 0.1481 0.1454 0.1468 0.1456
April 2022 .. ... 0.1490 0.1454 0.1470 0.1472
May 2022. . ... ... 0.1483 0.1423 0.1462 0.1438
June 2022. ... ... ... .. 0.1486 0.1425 0.1449 0.1425
July 2022 ... ..o 0.1464 0.1411 0.1439 0.1411
August 2022, ... ... 0.1423 0.1396 0.1408 0.1419
September 2022 . . ... ... ... ... 0.1422 0.1377 0.1402 0.1387

(1) The average of the exchange rates for each business day during the relevant period.
(2) From September 1 to September 13, 2022

USD per RMB1.00

Year High Low AverageV Year end

2019, . 0o 0.1495 0.1393 0.1448 0.1436
2020 . 0 0.1533 0.1395 0.1450 0.1532
2021 0o 0.1576 0.1522 0.1550 0.1573
Month High Low Average™ Period end

January 2022 .. ............... 0.1582 0.1567 0.1573 0.1572
February 2022. . ... ............ 0.1585 0.1571 0.1577 0.1585
March 2022 . ..o 0.1584 0.1569 0.1576 0.1577
April 2022 .. ... ... 0.1572 0.1509 0.1553 0.1513
May 2022. .. ..o 0.1504 0.1473 0.1490 0.1499
June 2022. ... 0.1503 0.1480 0.1493 0.1493
July 2022 .. ... . 0.1494 0.1478 0.1485 0.1483
August 2022, .. ... 0.1487 0.1447 0.1470 0.1451
September 2022 . . ... ... ... 0.1449 0.1436 0.1442 0.1442

(1) The average of the exchange rates for each business day during the relevant period.
(2) From September 1 to September 13, 2022
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EXCHANGE RATE INFORMATION

Month

January 2022 ... ..
February 2022. . ...
March 2022 . ... ..
April 2022 . ... ...
May 2022........
June 2022........
July 2022 . .......
August 2022. ... ..

September 2022

EUR per RMB1.00

(1) The average of the exchange rates for each business day during the relevant period.
(2) From September 1 to September 13, 2022
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High Low Average" Year end
............ 0.1331 0.1258 0.1293 0.1280
............ 0.1325 0.1211 0.1271 0.1250
............ 0.1398 0.1257 0.1312 0.1385

High Low Average" Period end
............ 0.1411 0.1372 0.1390 0.1403
............ 0.1419 0.1374 0.1390 0.1413
............ 0.1456 0.1411 0.1430 0.1421
............ 0.1456 0.1424 0.1439 0.1436
............ 0.1440 0.1383 0.1411 0.1398
............ 0.1431 0.1393 0.1414 0.1427
............ 0.1479 0.1431 0.1459 0.1453
............ 0.1469 0.1436 0.1452 0.1442
............ 0.1457 0.1425 0.1444 0.1441



DEFINITIONS

In this Prospectus:

References to “A share(s)” are to shares of any company that are traded on the
Shanghai Stock Exchange or the Shenzhen Stock Exchange in Renminbi.

References to “A Share(s)” are to domestic shares of our Company, with a par value
of RMB1.00 each, which are subscribed for or credited as paid up in Renminbi and
are listed for trading on the Shenzhen Stock Exchange.

References to the “Articles of Association” are to the articles of association of our
Company.

References to the “Board” or “Board of Directors” are to the board of directors of our
Company.

References to “CICC” are to China International Capital Corporation (UK) Limited.
References to “Clearstream” are to Clearstream Banking, société anonyme.
References to “CLSA” are to CLSA Limited.

References to “Credit Suisse” are to Credit Suisse AG.

References to “CSDC” are to China Securities Depository and Clearing Corporation
Limited.

References to “CSRC” are to China Securities Regulatory Commission.

References to “Custodian” are to Industrial and Commercial Bank of China Limited
of No. 55 Fuxingmennei Street, Xicheng District, Beijing, 100140, PRC.

References to the “Deposit Agreement” are to the deposit agreement entered into by
our Company and the Depositary on September 15, 2022 in connection with the
issuance of the GDRs.

References to the “Depositary” are to Deutsche Bank Trust Company Americas.

References to the “Designated Broker” are to a SIX member that has been
“designated” by the Shenzhen Stock Exchange as a “designated broker.”

References to “Director(s)” are to director(s) of our Company.

References to “DR Provisions” are to “Provisions on the Supervision and
Administration of Depository Receipts under the Stock Connect Scheme between
Domestic and Overseas Stock Exchanges” published by the CSRC on February 11,
2022.

References to “DTC” are to The Depository Trust Company.

References to the “EEA” are to the European Economic Area.

References to “EIT” are to China enterprise income tax.

References to the “EMA” are to the European Medicines Agency.
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DEFINITIONS

References to “Euroclear” are to Euroclear Bank S.A./N.V., as operator of the
Euroclear System.

References to the “EUWA” are to the European Union (Withdrawal) Act 2018.

References to the “Exchange Act” are to the US Securities Exchange Act of 1934, as
amended, and the rules and regulations of the SEC promulgated thereunder.

References to the “FDA” are to the US Food and Drug Administration.

References to “FinSA” are to Swiss Financial Services Act of June 15, 2018;
references to “FMIO” are to the Financial Market Infrastructure Ordinance
(Finanzmarktinfrastrukturverordnung) of November 25, 2015; references to
“FMIO-FINMA” are to the Financial Market Infrastructure Ordinance-FINMA
(Finanzmarktinfrastrukturverordnung-FINMA) of December 3, 2015.

References to “Firm GDRs” are to up to 11,910,286 GDRs.

References to “Frost & Sullivan™ are to Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co., an independent market research and consulting company.

References to the “Frost & Sullivan Report” are to a report prepared by Frost &
Sullivan at our request for the purposes of this Prospectus, dated June 2022, on us and
the markets in which we operate.

References to “GDR” are to a global depositary receipt which represent A Shares.

References to “Holders” are to holders of the GDRs.

References to “Hong Kong” are to the Hong Kong Special Administrative Region of
the PRC.

References to “Joint Bookrunners” are to Credit Suisse, CLSA, CICC, China Galaxy
International, Huatai International and Haitong International.

References to “Joint Global Coordinators™ are to Credit Suisse, CLSA and CICC.
References to the “Latest Practicable Date” are to September 9, 2022.
References to the “Listing Rules” are to the listing rules of SIX Exchange Regulation.

References to “Managers” are to the Joint Global Coordinators and the Joint
Bookrunners.

References to “Master GDR Certificates” are to the Master Regulation S GDR
Certificate and the Master Rule 144A GDR Certificate.

References to “Master Regulation S GDR Certificate” are to Master Regulation S
Global Depositary Receipt Certificate.



DEFINITIONS

References to “Master Rule 144A GDR Certificate” are to Master Rule 144A Global
Depository Receipt Certificate.

References to “MOF” are to Ministry of Finance of the PRC.
References to the “MOFCOM” are to the Ministry of Commerce of the PRC.

References to the “NDRC” are to the National Development and Reform Commission
of the PRC.

References to the “NHC” are to the National Health Commission of the PRC.

References to the “NHSA” are to the National Healthcare Security Administration of
the PRC.

References to the “NMPA” are to the National Medical Product Administration of the
PRC.

References to “Offer GDRs” are to the 17,684,396 GDRs offered by the Company in
the Offering (comprising the Firm GDRs and the Upsize GDRs).

References to “Offer Price” are to the price at which Offer GDRs will be sold in the
Offering.

References to “Offer Price Range” are to US$12.31 to US$12.68.

References to the “Offering” are to the offering of: (i) a private placement in
Switzerland solely to professional clients within the meaning of article 4 para 3 of
FinSA; (ii) an offering in the United States only to QIBs as defined in, and in reliance
upon, Rule 144A, or another exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act; and (iii) private placements in certain
jurisdictions outside of Switzerland and the United States in accordance with
applicable securities laws and on the basis of various exemptions, including those
provided by the Prospectus Regulation and the UK Prospectus Regulation. All offers
and sales outside the United States will be made in compliance with Regulation S.

References to “our Company” or the “Company” are to Lepu Medical Technology
(Beijing) Co., Ltd. (R (At &7 #8 WU A0 47 BR A F]) having its registered office at
No. 37 Chaogian Road, Changping Tech. Zone, Beijing, 102200 the PRC.

References to “PBOC” are to People’s Bank of China.

References to the “PRC” or “China” are to the People’s Republic of China, and solely
for the purpose of this Prospectus and by reference to region, excluding Taiwan, the
Macau Special Administrative Region of the PRC and Hong Kong Special
Administrative Region of the PRC.

References to “PRC GAAP” are to Accounting Standard for Business

Enterprises—Basic Standard, and the specific accounting standards and other relevant
regulations issued by the MOF on February 15, 2006 and in subsequent periods.
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DEFINITIONS

References to “Prospectus Regulation” are to Regulation (EU) 2017/1129 as amended
from time to time.

References to “QFI” are to qualified foreign investors, comprising QFII and RQFII.
References to “QFII” are to qualified foreign institutional investors.

References to “QIB(s)” are to “qualified institutional buyer(s)” as defined in Rule
144A.

References to “Qualified Investors™ are to qualified investors within the meaning of
the Prospectus Regulation.

References to “Regulation S are to Regulation S under the Securities Act.

References to “Regulation S GDRs” are to GDRs offered and sold outside the United
States.

References to “Renminbi” or “RMB” are to the lawful currency of the PRC;
references to “CHF” are to Swiss francs, the lawful currency of Switzerland;
references to “EUR” are to the single currency of the participating member states of
the European Union participating in the third stage of the economic and monetary
union pursuant to the Treaty on the Functioning of the European Union, as amended
or supplemented from time to time; and references to “USD” and “US$” are to the
United States dollars, lawful currency of the United States.

References to “RQFII” are to RMB qualified foreign institutional investors.
References to “Rule 144A” are to Rule 144 A under the Securities Act.

References to “Rule 144A GDRs” are to GDRs offered and sold in the United States
pursuant to Rule 144 A or another exemption from, or in a transaction not subject to,
the registration requirements under the Securities Act.

References to “SAFE” are to State Administration of Foreign Exchange of the PRC.

References to the “SEC” are to the US Securities and Exchange Commission.

References to the “Securities Act” are to the US Securities Act of 1933, as amended,
and the rules and regulations of the SEC promulgated thereunder.

References to the “Share(s)” are to the A Share(s).

References to “SIS” are to SIX SIS AG.

References to “SIX Exchange Regulation” are to SIX Exchange Regulation AG.
References to “SIX Swiss Exchange” are to SIX Swiss Exchange AG.

References to “State Council” are to State Council of the PRC.
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DEFINITIONS

. References to “Supervisor(s)” are to member(s) of the Supervisory Committee.

. References to the “Supervisory Committee” are to the supervisory committee of our
Company.

. References to “UK Prospectus Regulation” are to Regulation (EU) 2017/1129 and the
delegated acts, implementing acts and technical standards thereunder as such
legislation forms part of retained EU law as defined in the EUWA.

. References to “UK” or “United Kingdom” are to the United Kingdom of Great Britain
and Northern Ireland.

. References to the “Upsize GDRs” are to up to 5,774,110 GDRs that may be issued
pursuant to the Upsize Option.

. References to the “Upsize Option” are to the option that may be jointly exercised by
the Company and the Joint Global Coordinators (on behalf of the Managers) on the
date of pricing of the Offering based on demand to offer up to an additional 5,774,110
GDRs.

. References to the “Underwriting Agreement” are to the underwriting agreement
between our Company and the Managers, dated on or around the date of this
Prospectus, in connection with the Offering.

. References to the “US” or the “United States” are to the United States of America.
o References to “VAT” are to value-added tax.

LR N3 9 LR N3

. References to “we,” “us,” “our,” “our Group” or the “Group” are to the Company and
its consolidated subsidiaries, unless the context requires otherwise.

In addition to the terms above, this Prospectus contains a glossary of certain technical
terms relating to our industry and business. See “Glossary of Technical Terms.”
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SUMMARY

This summary should be read as an introduction to this Prospectus and, for purposes of
FinSA, constitutes a summary within the meaning of articles 40(3) and 43 thereof and
article 54 of the Financial Services Ordinance (FinSO). This summary is qualified in its
entirety by, and should be read in conjunction with, the more detailed information
appearing elsewhere in this Prospectus, including the discussion under “Risk Factors,”
“Our Business” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” as well as with our consolidated financial statements. Investors
should base their investment decision on a review of the entire Prospectus, and not only
this “Summary” section, because of the significantly more detailed information in other
parts of this Prospectus.

Any potential investors in the GDRs should be aware that liability under article 69 of
FinSA for the summary is limited to cases where the information contained herein is
misleading, inaccurate or inconsistent when read together with the other parts of this
Prospectus.

Capitalized terms used in this summary but not defined herein have the meanings assigned
to them elsewhere in this Prospectus.

Overview

We were the only total-solution provider in the PRC across the full life cycle of
cardiovascular disease management, with products and services encompassing medical
devices, pharmaceuticals, and medical care solutions, as of the date of Prospectus,
according to Frost & Sullivan. We are one of the earliest companies in the PRC to offer
coronary interventional products and have consolidated our first-mover advantage through
relentless innovation since our inception in 1999. Our key products, namely, coronary
drug-eluting stent, coronary bioresorbable scaffold, coronary drug-coated balloon,
congenital heart disease occluder and coronary cutting balloon, all ranked top three in the
PRC, according to the same source, in terms of operating revenue in 2021. We have grown
steadily for the past 15 consecutive years at a CAGR of 31.5% in operating revenue and
a CAGR of 24.9% in net profit. We have been listed on the Shenzhen Stock Exchange
(SZSE: 300003.SZ) since October 2009.

We organize our business into three operating segments which are also our reporting
segments: medical devices, pharmaceuticals and medical care solutions, which contributed
to 57.9%, 30.6% and 11.6% of our operating revenue, respectively, in 2021.

. Medical Devices. We primarily offer cardiovascular medical devices such as
coronary interventional products, structural heart disease products, cardiac rhythm
management products, digital subtraction angiography (DSA) equipment, and
peripheral interventional products. In particular, we are a pioneer in the innovative
coronary medical device market in the PRC. Leveraging our technical capabilities and
industry expertise, as well as sales and supply chain networks from the cardiovascular
market, we have further expanded into in vitro diagnostics (IVD) equipment and test
kits, and surgical & anesthetic devices and consumables. We had obtained 541 NMPA
type 1I and type III licenses, 234 CE certificates and 34 FDA approvals in medical
devices as of June 30, 2022.




. Pharmaceuticals. We offer both active pharmaceutical ingredient (API) and finished
dosage forms (FDF) pharmaceuticals. According to Frost & Sullivan, we provide one
of the most comprehensive cardiovascular FDF offerings in the PRC. We had 87
pharmaceuticals included in the NRDL as of June 30, 2022, primarily
antihyperlipidemic, antihypertensive, antihyperglycemic, anti-thrombotic and anti-
heart failure pharmaceuticals.

. Medical Care Solutions. We offer cardiovascular-related medical care solutions
through our cardiovascular hospital, Internet hospitals, check-up center, independent
clinical laboratories, and online pharmacies. We also provide solutions for
cardiovascular patients to facilitate their health management at home. Empowered by
our AI-ECG platform, our vital sign monitoring products and services, such as
medical equipment and consumables, software systems and data analysis services,
provide continuous remote monitoring to support consumers’ health management.

Our leading R&D expertise and capabilities have enabled us to develop and successfully
commercialize a comprehensive portfolio of products. Our National Heart Disease Implant
Interventional Device and Equipment Engineering Technology Innovation Center was the
only nationally certified research center for implantation and intervention devices for
cardiovascular diseases in the PRC as of June 30, 2022. We focus our R&D efforts on
unmet clinical needs. We have developed and commercialized the first fully biodegradable
occluder in the world and many first Chinese brand products, such as coronary stent,
cardiac pacemaker, bioresorbable scaffold and coronary cutting balloon. In addition, we
are the first PRC company to apply Al technology to ECG devices. We had a total of 1,541
registered patents in the PRC as of June 30, 2022. Furthermore, benefiting from our
diverse technology platforms, we have developed over 80 product candidates for
cardiovascular devices and peripheral artery devices across coronary artery diseases,
structural heart diseases, cardiac rhythm management, electrophysiology and other
segments, of which our peripheral cutting balloon, coronary Fractional Flow Reserve
(FFR) measurement catheter and measurement system, among other products, have entered
registration stage. In addition, our pulsed sonic balloon dilatation catheter, drug-coated
balloon (coronary branches), PTCA drug-coated balloon catheter, drug-coated balloon
catheter for acute coronary syndrome, above-the-knee PTA drug-coated balloon, below-
the-knee PTA drug-coated balloon, transcatheter aortic valve replacement (TAVR) system,
ScienCrown™, transapical mitral valve repair system (chordal), transapical mitral valve
clip repair system, interatrial shunt device and Qinming8632 smart pacemaker, among
other products, have commenced clinical trials and are expected to drive our future growth
further.
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Our extensive sales, marketing and distribution network integrates online and offline
channels to reach medical institutions, pharmacies and online pharmacies, across 31
provinces, municipalities and autonomous regions in the PRC and over 120 overseas
countries and regions as of June 30, 2022. Our sales and marketing strategies are
customized to fit our diverse products and services.

Our Company is led by a management team with international vision and an average of
over 20 years’ experience in the healthcare industry and over seven years’ experience in
our Company. Despite the changing market conditions and various challenges faced by the
healthcare industry in the PRC and globally, such as those relating to value-based
procurement (VBP) and COVID-19, we continue to maintain solid growth. From 2019 to
2021, our operating revenue increased from RMB7.8 billion to RMB10.7 billion at a
CAGR of 16.9%; our net profit attributable to shareholders of the Company after deducting
non-recurring profit and loss increased from RMB1.2 billion to RMB1.9 billion at a CAGR
of 22.3%; and our net cash inflow from operating activities increased from RMB2.0 billion
to RMB3.1 billion at a CAGR of 24.0%. With the development and successful
commercialization of innovative products in 2020, our operating revenue, net profit
attributable to shareholders of the Company after deducting non-recurring profit and loss
and net cash inflows from operating activities increased by 32.6%, 31.3% and 46.5%,
respectively, from 2020 to 2021. We have also had long-standing commercial success
historically. From 2014 to 2018, our operating revenue, net profit attributable to
shareholders of the Company after deducting non-recurring profit and loss and net cash
inflows from operating activities grew at a CAGR of 39.7%, 26.7% and 44.1%,
respectively.

Our Key Competitive Strengths
Domestic leader in the PRC cardiovascular market

We were the only total-solution provider in the PRC across the full life cycle of
cardiovascular disease management with products and services encompassing medical
devices, pharmaceuticals and medical care solutions, as of the date of Prospectus,
according to Frost & Sullivan. Through relentless innovation since our establishment in
1999, we have become a pioneer and a leader in the cardiovascular market in the PRC.

The successful development and commercialization of our bioresorbable scaffold, cutting
balloon and drug-coated balloon have helped accelerate the advancement of the domestic
coronary intervention industry through the application of precision percutaneous coronary
intervention (PCI) in treatments with proven commercial success. Our key products, such
as coronary drug-eluting stent, coronary bioresorbable scaffold, coronary drug-coated
balloon, congenital heart disease occluder and coronary cutting balloon, all ranked top
three in the PRC in terms of operating revenue in 2021, according to Frost & Sullivan. We
have developed and commercialized the first fully biodegradable occluder worldwide and
many first Chinese-branded products such as coronary stent, cardiac pacemaker,
bioresorbable scaffold and coronary cutting balloon. In addition, we are the first PRC
company to apply AI technology to ECG devices, offering Al-empowered digitalized
services across prevention, diagnosis, treatment and rehabilitation to patients to build a
one-stop cardiovascular medical care solutions platform. We had over 100 NMPA medical
device registrations and more than 80 product candidates for the treatment of
cardiovascular diseases as of June 30, 2022. We believe that our accumulated expertise in
product commercialization and our robust product pipeline will enable us to consolidate
our leading position and market penetration.




Robust product pipeline derived from highly effective development platforms

Our multidisciplinary biomedical technology platforms are crucial for us to address the
needs of cardiovascular devices. Our R&D teams, led by Dr. PU Zhongjie, Chairman and
technology head of our Company, are responsible for the design of, clinical trials and
registration for, products in each targeted area. Leveraging our versatile technology
platforms, we are dedicated to improving existing products and developing innovative
products. We had more than 80 product candidates for the treatment of cardiovascular
diseases as of June 30, 2022. For example, enabled by our biodegradable biomaterial
technology, our biodegradable occluder can fully biodegrade within 12 months after
implantation in the human body. Our biodegradable occluder can reduce compression and
abrasion to normal tissue caused by conventional metal occluders and hence avoid the risks
of long-term complications. Furthermore, leveraging our deep industry expertise, we have
been able to coordinate our R&D efforts to provide innovative solutions to address unmet
needs. For example, we developed pulsed sonic balloon dilatation catheters and a coronary
rapamycin infusion system to address pain points in the treatment of coronary artery
calcification, in particular, in severe cases. We have also developed FFR and quantitative
coronary analysis (QCA) systems targeting the underdeveloped market of precision
diagnosis in PCI procedures.

Product Candidate Stage Functionality Value Proposition

FFR........... Registration Measurement of Provide valuable information
coronary artery for pre-interventional, intra-
pressure during interventional and post-

coronary angiography interventional evaluation of
and/or interventional myocardial ischemia in PCI

procedures procedure

AI-QCA . ....... Clinical trial Identify and locate Enable Al-empowered
lesions for identification of shape of
angiography analysis  vascular tree and 3D
and 3D vessel reconstruction of coronary
reconstruction artery, locate stenosis segments

and calculate the vessel
diameter and stenosis rate, and
provide reference data for stent

implantation

Pulsed sonic Clinical trial Break up calcified Potentially reduces risks of
balloon dilatation lesions in arteries vascular injury associated with
catheter ........ with sonic pressure rotational atherectomy

waves
Coronary Pre-clinical Treatment for Easier to pass through the
rapamycin infusion vascular stenosis or vessel, lower drug loss and
system . ........ in-stent restenosis better positioned compared to

drug-coated balloon

Holistic solutions empowered by Al technologies

We are a pioneer in the application of Al technologies to medical care solutions. Our
Al-empowered solutions, featuring AI-ECG solutions and other vital sign monitoring
products, can be used by both medical institutions and individual consumers. We are the
first domestic company to offer commercialized AI-ECG algorithm-integrated vital sign
monitoring products in the PRC. Our AI-ECG solutions, with a diagnostic accuracy of over
95% (on the same level as cardiologists), provide real-time diagnostic assistance,
short-term static or long-term dynamic monitoring and analysis and diagnosis services
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such as remote health management services. With our FDA, CE and NMPA registrations
and approvals, we have commercialized our AI-ECG solutions globally. We have offered
our AI-ECG products to more than 9,100 medical institutions in the PRC, performing
short-term static ECG monitoring and long-term dynamic ECG monitoring over 180
million times and 2.7 million times, respectively, as of June 30, 2022. In addition to
AI-ECG products, we have also developed Al-empowered product candidates for blood
pressure monitoring, blood glucose monitoring, echocardiography and QCA. We are able
to offer one-stop services with advanced Al technologies and deep industry insights. Our
services cover the full life cycle of disease management, ranging from prevention,
diagnosis and treatment, to rehabilitation, supported by our online and offline medical
capabilities. Specifically, through our Internet hospital, patients can receive online
services such as personalized consultations and online prescriptions, regardless of
geographic boundaries. Meanwhile, doctors and patients can access real-time data for
assisted diagnosis, early warning and disease management services. We believe that such
comprehensive solutions will continue to strengthen our cardiovascular market leadership.

Diversified products and service solutions

In the cardiovascular market, we have developed a full-spectrum portfolio across medical
devices, pharmaceuticals and medical care solutions. In addition to our over 100
NMPA-approved medical devices for cardiovascular diseases, we had 87 NMPA-approved
pharmaceuticals included in the NRDL, primarily anti-thrombotic, antihyperlipidemic,
antihypertensive, antihyperglycemic and anti-heart failure drugs, as of June 30, 2022. In
the medical care solutions sector, we own a total of nearly 20 healthcare facilities and
online platforms encompassing a Class III specialized cardiovascular hospital, Internet
hospitals, a check-up center, independent clinical laboratories, and online pharmacies. We
also offer Al-empowered vital sign monitoring products, which can be used in both
hospitals and households. Benefiting from our strengths in technology, R&D expertise,
sales and marketing resources and brand awareness, we are able to continuously offer
comprehensive products and services in the cardiovascular market and expand into other
markets to diversify against risks with further customer and supplier development,
enlarged sales and distribution network, and strengthened synergies throughout R&D,
production and sales and marketing to maintain steady growth. As of the date of
Prospectus, we have expanded into the following markets:

. IVD equipment and test kits: Our comprehensive IVD solutions, including
equipment and test Kkits, are underpinned by technologies in hematology,
immunoassay, molecular and biochemical tests. We also offer an array of products
based on point-of-care testing (POCT) techniques. Specifically, to address the needs
of consumers during the COVID-19 pandemic, we have developed and globally
commercialized COVID-19 antigen rapid test kits. In addition, in response to the
Monkeypox outbreak in 2022, we have developed the Monkeypox Virus Nucleic Acid
Test kit (PCR-fluorescent probe method), for which we have obtained CE approval
since May 2022.

. Surgical & anesthetic devices and consumables: We also produce various types of
staplers, ultrasonic scalpels and stents for gastrointestinal and respiratory
intervention, as well as a comprehensive portfolio of minimally invasive surgical &
anesthetic consumables.

. Consumer products and services: We are exploring consumer healthcare markets
with products such as clear aligners and product candidates such as orthokeratology
lenses.




Global sales and distribution network with industry specialists

Our sales team is led by industry veterans with an average of over 20 years’ experience in
the healthcare industry. Our expansive sales, marketing, and distribution network reached
over 9,000 medical institutions, including over 2,700 hospitals with PCI procedure
capabilities, and nearly 200,000 pharmacies across all provinces, municipalities and
autonomous regions in the PRC and more than 120 overseas countries and regions, as of
June 30, 2022. In 2021, we generated RMB3,760 million from overseas sales, representing
35.3% of our operating revenue, which had grown at a CAGR of 161% from 2019. Our
commercial success is bolstered by our targeted marketing strategy. We organize our sales
and marketing teams by categories of products, especially for innovative products, to
conduct product education and training services for hospitals and doctors via programs
including product introduction, technical training, and live case observation. In 2021,
operating revenue attributable to our innovative coronary products increased by more than
eight times compared to 2020. In addition, we have dedicated online and offline teams to
cover our over-the-counter (OTC) products. We believe that such targeted marketing
strategy will enable us to increase customer stickiness and improve cost-effectiveness in
our business. Our selling expenses as a percentage of operating revenue have decreased
from 27.9% in 2019 to 19.8% in 2021. We are committed to leveraging our global sales
distribution network and targeted marketing strategy to meet the needs of healthcare
consumers, especially through providing innovative products.

Visionary leadership with industry expertise

Our visionary management is key to our steady and sustainable growth. Our management
team has an average of over 20 years’ experiences in the healthcare industry and over
seven years’ experience with our Company. Dr. PU Zhongjie, the chairman of the Board
and technology head of our Company, holds a doctorate degree in metallic materials
science. Dr. Pu founded the National Heart Disease Implant Interventional Device and
Equipment Engineering Technology Innovation Center, the only nationally certified
research center for implantation and intervention devices for cardiovascular diseases in the
PRC. He also serves as vice chairman of the Beijing Pharmaceutical Industry Association,
executive director of the China Society for Drug Regulation, and director of the Chinese
Society of Biotechnology.

Our Strategy
Further expand internationally

We aim to enhance our global presence. To implement our global R&D initiatives, we plan
to establish overseas R&D centers for clinical trial management to facilitate the
development of innovative products. Meanwhile, we also plan to establish overseas
manufacturing facilities to increase our production capacity and to support our product
supply globally. We will also establish BD centers overseas to license in or co-develop
innovative products. We intend to further expand our sales and distribution network
globally with customer service capabilities to increase our penetration of medical
institutions and retail channels and thus enhance our brand awareness globally.




Continue to innovate and commercialize cardiovascular products

We aim to consolidate our market-leading position via continuous innovation and
commercialization of cardiovascular medical devices and pharmaceuticals, such as our
FFR, rapamycin drug-coated balloon, rapamycin infusion system, pulsed sonic balloon
dilatation catheter and TAVR system (ScienCrown'™). We will further strengthen our
competitive advantage in R&D through continuous strategic investment, further
collaboration with doctors, hospitals and research institutions, and potential acquisition of
emerging technologies.

Expand medical care solutions business featuring Al technology

We aim to further expand our cardiovascular medical care solutions business featuring Al
technologies by increasing the coverage of our AI-ECG products. We intend to accelerate
the R&D processes for our Al-empowered blood pressure and blood glucose monitoring
products. Leveraging our online and offline medical resources, such as the specialized
cardiovascular hospital, we will explore diversified markets, directly facing medical
institutions, pharmacies and consumers, with the assistance of Al-empowered solution.

Strengthen synergies and increase cost-efficiencies to drive sustained growth

We aim to strengthen synergies and maximize cost-efficiencies from our comprehensive
offerings. We intend to integrate resources for products which are complementary to each
other, such as our PCI medical devices and surgical consumables, our API and FDF, and
our medical care solutions. We believe that such strategy will help increase efficiency of
our R&D, manufacturing, and sales and marketing activities. In addition, we will take
initiatives to strengthen our internal controls and supplier management to increase our
operating efficiencies.

Expected Timetable of Principal Events

Start of offer period .. ....... ... ... ... ... September 15, 2022
End of offer period™ ... ... .. . ... ... September 15, 2022 at
17:00 (CEST)
Determination of final number of Offer GDRs and final Offer Price. . September 15, 2022
Publication of final Offer Price and final number of Offer GDRs sold September 15, 2022
in the Offering by electronic media and in the Supplement. . . . . ..
First Day of Trading . . . .. ......... ... ... ... ... ... ....... September 21, 2022
Payment and settlement. . .. ..... ... ... .. ... ... .. September 21, 2022

(1) The Company, together with the Joint Global Coordinators, acting on behalf of the Managers, reserve the right to
extend or shorten the offer period or terminate the Offering, without any prior notice, at any time and for any reason.




Summary of the Terms of the Offering

Company ...................

Legal Entity Identifier Code . .. ..

Offering ...................

Lepu Medical Technology (Beijing) Co., Ltd. is a joint stock
company established under the laws of the PRC with its
registered office at No. 37 Chaogian Road, Changping
District, Beijing, China.

3003007FXUYE3WNDDO39

The offering consists of an offering of up to 11,910,286
Firm GDRs, and up to an additional 5,774,110 Upsize GDRs
pursuant to an Upsize Option, each representing five A
Shares.

The Offering consists of (i) a private placement in
Switzerland solely to professional clients within the
meaning of article 4 para 3 of FinSA; (ii) an offering in the
United States only to QIBs as defined in, and in reliance
upon, Rule 144A, or another exemption from, or in a
transaction not subject to, the registration requirements of
the Securities Act; and (iii) private placements in certain
jurisdictions outside of Switzerland and the United States in
accordance with applicable securities laws and on the basis
of various exemptions, including those provided by the
Prospectus Regulation and the UK Prospectus Regulation.
All offers and sales outside the United States will be made
in compliance with Regulation S. See “Selling and Transfer
Restrictions.”

Up to 11,910,286 Firm GDRs and up to an additional
5,774,110 Upsize GDRs pursuant to an Upsize. Please see
“Offering and Sale”.

One GDR will represent five A Shares held in a securities
account opened with the CSDC (the “CSDC account”) in
the name of the Depositary. The GDRs will be issued by the
Depositary pursuant to the Deposit Agreement. The Rule
144A GDRs will be evidenced initially by the Master Rule
144A GDR Certificate and the Regulation S GDRs will be
evidenced initially by the Master Regulation S GDR
Certificate, which will be issued pursuant to the Deposit
Agreement. See “Clearing and Settlement.”

Based on the Company’s issued share capital as of the Latest
Practicable Date and assuming the issuance and sale of all
Offer GDRs (representing 88,421,980 underlying A Shares,
assuming the exercise of the Upsize Option in full), the
88,421,980 New A Shares (corresponding to the underlying
interests of 17,684,396 GDRs) will represent approximately
4.67% of the share capital of the Company upon completion
of the Offering. Based on the Company’s issued share
capital as of the Latest Practicable Date and assuming the
issuance and sale of the Firm GDRs only (representing
59,551,430 underlying A Shares), the 59,551,430 New A
Shares will represent approximately 3.19% of the share
capital of the Company upon completion of the Offering.

Following the Offering, pursuant to the Deposit Agreement,
the A Shares represented by the GDRs will be held in a
CSDC account in the name of the Depositary for the benefit
of the Holders and beneficial owners of the GDRs.
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The Depositary may deduct per-GDR fees and other fees,
charges and expenses as well as taxes and governmental
charges from dividend distributions and may otherwise
assess other per-GDR fees and other fees, charges and
expenses to the GDR holders. See “Terms and Conditions of
the Global Depositary Receipts—Depositary’s Fees, Costs
and Expenses.”

The GDRs will be freely transferable, subject to certain
selling restrictions under the relevant laws in certain
jurisdictions applicable to the relevant transferor or
transferee.

Investors should be aware that pursuant to the DR
Provisions, GDRs subscribed for by investors in the
Offering may not be redeemed within 120 days following
the First Day of Trading. Therefore, for such period, GDR
holders will not be able to sell their GDRs by instructing a
Designated Broker to redeem their GDRs and sell the
underlying A Shares on the Shenzhen Stock Exchange and
will only be able to sell their GDRs through SIX Swiss
Exchange or another legitimate trading venue. For the
avoidance of doubt, during such period investors will be
able to, subject to the cap of the total amount of the GDRs
approved by the CSRC, acquire GDRs by requesting a
Designated Broker to buy A Shares on the Shenzhen Stock
Exchange and instruct the Depositary to create GDRs
representing such A Shares.

Investors should also be aware that pursuant to the DR
Provisions, the aggregate holding of a single overseas
investor of the equities of the Company (including the A
Shares and GDRs, whether held directly or indirectly) shall
not exceed 10% of the Company’s outstanding shares. In the
event an overseas investor’s holding of equities exceeds
such limit, such investor is required to liquidate the excess
portion within five trading days. Furthermore, the DR
Provisions also require that the aggregate holdings of A
Shares by all overseas investors in the Company shall not
exceed 30% of the total outstanding shares of the Company.
In event the 30% limit is exceeded, overseas investors may
be required to liquidate their holdings (in reverse
chronological order of when such holdings were acquired).
The foregoing restrictions do not apply to overseas’
investors strategic investments in the Company as defined
and regulated by the Measures for the Administration of
Strategic  Investment in  Listed Companies by
I{;oreign Investors (FMEHETEE X b2 ) bl g 4% e A8 3 Jp
3 )
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Offer Price Range and
Offer Price . ...............

Offer Period ................

Upsize Option .. .............

Listing and Trading ...........

Dilution

The Offer Price Range is between US$12.31 and US$12.68
per GDR.

The Company expects to determine the final Offer Price
together with the Joint Global Coordinators (acting on
behalf of the Managers) on the basis of a bookbuilding
process on or around September 15, 2022.

The final Offer Price and the final number of GDRs sold in
the Offering are expected to be published by a media release
and in the Supplement on or around September 15, 2022
(prior to the commencement of trading).

The offer period is expected to be from September 15, 2022
to 17:00 (CEST) on September 15, 2022.

The Company, together with the Joint Global Coordinators,
acting on behalf of the Managers, reserve the right to extend
or shorten the Offer Period or terminate the Offering,
without any prior notice, at any time and for any reason.

The Company may offer up to 5,774,110 additional GDRs to
raise additional gross proceeds based on an upsize option,
which may be jointly exercised by the Company and the
Joint Global Coordinators (acting on behalf of the
Managers) on the date of pricing of the Offering based on
demand.

Prior to the Offering, the A Shares are listed on the
Shenzhen Stock Exchange, but there has been no public
market for the GDRs.

Application has been made and approval has, subject to
certain customary conditions, been given by SIX Exchange
Regulation for the listing of GDRs and additional GDRs to
be issued from time to time against the deposit of A Shares
(to the extent permitted by applicable laws and regulations)
representing A Shares on SIX Swiss Exchange in accordance
with the Standard for Depository Receipts.

The Company expects that the GDRs will be listed and that
trading will commence on or around September 21, 2022
(the “First Day of Trading”) on SIX Swiss Exchange under
the symbol “LEPU.”

Based on the Company’s issued share capital as of the Latest
Practicable Date, existing shareholders will experience
dilution of their holdings of A Shares and voting rights with
respect to such A Shares of between 3.19% (assuming no
exercise of the Upsize Option) and 4.67% (assuming the
Upsize Option is exercised in full).

The Company has agreed with the Managers on a lock-up
for the period ending 180 calendar days after the First Day
of Trading.

Such lock-up undertaking is subject to certain exceptions
and may be waived by the Joint Global Coordinators, see
“Offering and Sale—Lock-up Arrangements.”
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Dividends and Dividend Policy . . .

Voting Rights . . ..

Clearing and Settlement . .......

Taxation........

Purpose of the Offering and

Use of Proceeds

GDR holders will be entitled to dividends declared, if any,
in respect of any record date which falls after the First Day
of Trading. For more information, see “Dividends and
Dividend Policy.”

The Deposit Agreement contains arrangements allowing
holders of GDRs to exercise voting rights with respect to the
underlying A Shares represented by the GDRs in accordance
with the terms and conditions of the GDRs and PRC law.
Each A Share is entitled to one vote at a shareholders’
meeting. See “Terms and Conditions of the Global
Depositary Receipts.”

Payment for the Offer GDRs is expected to be made in US
dollars in same-day funds through the facilities of Euroclear,
Clearstream and DTC. Book-entry interests in the Offer
GDRs held through Euroclear and Clearstream will be
represented by the Master Regulation S GDR Certificate
registered in the name of BT Globenet Nominees Limited, as
nominee for Deutsche Bank AG, London Branch, as
common depository for Euroclear and Clearstream. Book-
entry interests in the Offer GDRs held through DTC will be
represented by the Master Rule 144A GDR Certificate
registered in the name of Cede & Co., as nominee for DTC,
which will be held by the Depositary, as custodian for DTC.
Except in limited circumstances described herein, investors
may hold beneficial interests in the Offer GDRs evidenced
by the corresponding Master GDR Certificate only through
Euroclear, Clearstream or DTC, as applicable. Transfers
within Euroclear, Clearstream and DTC will be in
accordance with the usual rules and operating procedures of
the relevant system. Custodial and depositary links have
been established between Euroclear, Clearstream and DTC
to facilitate the initial issue of the Offer GDRs and
cross-market transfers of the Offer GDRs associated with
secondary market trading on SIX Swiss Exchange or
otherwise.

Secondary market trading of the GDRs on SIX Swiss
Exchange will be cleared through LCH Ltd, SIX x-Clear AG
and/or European Central Counterparty N.V. Settlement of
securities listed on SIX Swiss Exchange is made through
SIS. Delivery against payment of exchange transactions
usually occurs two trading days after the trade date. See
“Clearing and Settlement.”

For a discussion of certain Switzerland, US and PRC tax
consequences of purchasing and holding the GDRs, see “Tax
Considerations.”

For a discussion of the use of proceeds, see “Purpose of the
Offering and Use of Proceeds.”
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Swiss Review Body

Offering Restrictions

Joint Global Coordinators and
Joint Bookrunners . ..........

Joint Bookrunners

Managers . .. ... ...

Depositary

Custodian

Law/Jurisdiction . . ............

SIX Swiss Exchange Ticker
Symbol . .................
Swiss Security Number
(Valorennummer) . ..........
International Security Identification
Number (ISIN) .............
Committee on Uniform Security

Identification Procedures
(CUSIP) . ... ... i

Common Code . ..............

Shenzhen Stock Exchange Code
(A-Shares). . ...............

This Prospectus dated September 15, 2022 has been
approved by SIX Exchange Regulation in its capacity as the
Swiss Review Body pursuant to article 52 of FinSA on
September 15, 2022.

The GDRs are subject to certain offering restrictions as
described in “Notice to Investors” and “Selling and Transfer
Restrictions.”

Credit Suisse AG, CLSA Limited and China International
Capital Corporation (UK) Limited

China Galaxy International Securities (Hong Kong) Co.,
Limited, Huatai Financial Holdings (Hong Kong) Limited,
and Haitong International Securities Company Limited
The Joint Global Coordinators and the Joint Bookrunners
Deutsche Bank Trust Company Americas

Industrial and Commercial Bank of China Limited

The Offer GDRs will be governed by English law and will
be subject to the jurisdiction of the courts of England and

Wales, sitting in London.

The A Shares will be governed by PRC law and will be
subject to the jurisdiction of PRC courts.

LEPU

Regulation S GDRs: 121526183
Rule 144A GDRs: 121526184

Regulation S GDRs: US52678P2056
Rule 144A GDRs: US52678P1066

Regulation S GDRs: 52678P205
Rule 144A GDRs: 52678P106

Regulation S GDRs: 253303107
Rule 144A GDRs: 253299525

300003.SZ
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Notification/Amendments or Any notices containing or announcing amendments or

Changes . ................. changes to the terms of the Offering or to this Prospectus

will be announced through the electronic media and a

supplement (if required). Notices required under the

Listing Rules will be published in electronic form on the

website of SIX Swiss Exchange (currently https://www.six-

group.com/en/products-services/the-swiss-stock-exchange/
market-data/news-tools/official-notices.html#/1).

The results of the Offering are expected to be published by
media release and in the Supplement on or around
September 15, 2022.

Summary of the Risk Factors

The following is a summary of the risk factors. This list is not exhaustive, and potential investors
should read “Risk Factors” included elsewhere in this Prospectus for a more detailed description
of the risks associated with an investment in the GDRs.

Risks Relating to Our Business and Industry

. We face intense competition in the businesses of medical devices, pharmaceutical products
and medical care solutions, where others may discover, develop or commercialize competing
products or services before, or more successfully than, we do.

. Our business is subject to complex and evolving laws and regulations. Any failure to comply
with laws or regulations or obtain, maintain or renew applicable licenses, permits, approvals,
regulatory filings and registration certificates for our products, services and operations may
significantly disrupt our business and materially and adversely affect our business, financial
condition and results of operations.

. We may not develop and successfully market new and advanced commercially viable products
and technology, or improve our existing products and technologies in a timely manner or at
all, and we may not price our new products and services at a favorable level, which would
materially and adversely affect our business, financial condition and results of operations.

. Some of our medical device and pharmaceutical products are sold through volume-based
procurement, and the pricing of our medical device and pharmaceutical products involved in
the volume-based procurement may be adversely affected by government policies and market
competition.

. Our growth relies in part on the continued expansion and reforms of the PRC healthcare
industry, the anticipated growth of which may not be achieved on a timely basis or at all.

. Our products might not be eligible for coverage under insurance reimbursement schemes or
other national or regional pricing guidelines and may be subject to price controls.

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

. Our business and operations have been and may continue to be adversely affected by the
COVID-19 pandemic.

. We are subject to risks associated with the overseas expansion of our business.
. We may fail to manage our distributors effectively and our distributors may violate our
distribution agreements, which could adversely affect our business, financial condition and

results of operations.

. There can be no assurance that we will succeed in expanding our sales networks to cover new
physicians, patients and hospitals.
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We are subject to credit risk from our distributors and customers, and our inability to collect
on our accounts receivable from our distributors and customers may materially adversely
affect our cash flows and operations.

If we fail to fulfill our obligations in respect of contract liabilities, we could be exposed to
liability, loss of reputation, reduced operating revenue or liquidity challenges.

Lack of sufficient sophisticated physicians who can perform interventional procedures
involving our medical devices may adversely affect our business.

We rely on suppliers with respect to multiple principal raw materials and may not be able to
secure a stable supply of quality principal raw materials at all times or at all.

An increase in the market price of our raw materials may adversely affect our profitability.

The manufacturing of our products is highly complex and subject to strict quality controls.
Our business could be materially and adversely affected if our existing and pipeline products
are not produced in compliance with all applicable quality standards.

Any disruption to the operation of our production facilities could materially and adversely
affect our business, financial condition and results of operations.

We may need additional capital, and we may be unable to obtain such capital in a timely
manner or on acceptable terms, or at all.

Our business generates and processes a considerable amount of data, and the improper use or
disclosure of such data could harm our reputation as well as have a material adverse effect on
our business and prospects.

Security and privacy breaches may hurt our business.

The discontinuation of any preferential tax treatment, government grants and other incentives
currently available to us could reduce our profitability.

We may not be successful in implementing our business strategies.

Changes in international trade or investment policies and barriers to trade or investment may
adversely affect our business and expansion plans.

We rely on third party logistics providers to deliver our products from production facilities to
our distributors and customers.

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

We may be subject to product liability, personal injury or wrongful death claims or product
recalls in connection with our products, which may materially and adversely affect our
reputation, financial condition and results of operations.

If our medical device or pharmaceutical products cause, or are perceived to cause, severe side
effects, our business, financial condition, results of operations and reputation could be
materially and adversely affected.

We may be subject to claims in relation to our medical care solutions business.

We may from time to time become party to litigation, other legal disputes and proceedings that
may materially and adversely affect us.

We are subject to environmental protection and health and safety laws and regulations and
may be exposed to potential costs for compliance and liabilities, including consequences of
accidental contamination, chemical or biological hazards or personal injury.
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We or our employees, distributors and other business partners may be subject to anti-
corruption, anti-bribery, anti-money laundering, financial and economic sanctions, and similar
laws, non-compliance of which could adversely affect our business, financial condition and
results of operations.

We could be adversely affected as a result of any sales we make to certain countries that are,
or become subject to, sanctions administered by the United States, the European Union, the
United Nations, Australia and other relevant sanctions authorities.

If we are unable to protect our intellectual property rights, or if the scope of our intellectual
property rights fails to sufficiently protect our proprietary know-how, our competitive
strengths may be eroded.

We may be exposed to infringement or misappropriation claims by or disputes with third
parties, which could cause us to lose significant rights and pay substantial damages.

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

We depend substantially on the continued efforts of our senior executives, key R&D personnel
and key sales and marketing personnel, and our business and prospects may be severely
affected if we lose their services.

If our internal risk management and control system is not adequate or effective, and if it fails
to detect potential risks in our business, our business, financial condition and results of
operations could be materially and adversely affected.

Future acquisitions of or investment in businesses, products, technologies or know-how could
subject us to risks and uncertainties.

Our business may be materially and adversely affected by adverse news, scandals or other
incidents associated with us, our employees, our shareholders and business partners as well as
the industries in which we operate.

Our insurance coverage may be inadequate to protect us from all the liabilities we may incur.

If we determine our goodwill to be impaired, our financial condition and results of operations
may be adversely affected.

We are exposed to fair value change for financial instruments measured at fair value through
profit or loss.

The enforcement of Chinese labor contract law, social insurance law and other labor related
regulations may adversely affect our business, financial condition and results of operations.

The assumptions made in preparing the financial targets included in this Prospectus may prove
incorrect, incomplete or inaccurate and our results may differ materially from the financial
targets.
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Risks Relating to the PRC

Changes in the economic, political and social conditions in the PRC may have a material
adverse effect on our business, financial condition and results of operations.

The PRC legal system is evolving and may have uncertainties that could limit the legal
protection available to us and investors.

Investors may have limited recourse against us or our Directors, Supervisors and senior
management members who reside in the PRC.

Government control of currency conversion and future movements in exchange rates may
adversely affect our business, financial condition, results of operations and prospects.

Risks Relating to the GDRs and the Offering

There has been no prior public trading market for the GDRs and very few companies with
global depositary receipts listed in general and an active trading market may not develop or
be sustained in the future.

The market price of the GDRs can be highly volatile.
Future sales of GDRs or A Shares could depress the market price of the GDRs.

Future issues of A Shares or debt securities that are convertible into equity may dilute the
holdings of shareholders of the Company and/or GDR holders.

The Company’s ability to pay dividends in the future depends, amongst other things, on the
Group’s financial performance and is therefore not guaranteed.

Following the Offering, holders of A Shares may not be able to deposit the A Shares in the
Company’s GDR facility in order to receive or sell GDRs, and changes in regulatory policy
in the PRC with respect to the placement and circulation of the A Shares outside the PRC in
the form of GDRs or otherwise may negatively affect the market for the GDRs being offered.

Voting rights with respect to the A Shares represented by the GDRs are limited by the terms
of the Deposit Agreement and the relevant requirements of the PRC laws.

GDR holders will not be able to redeem their GDRs and hold the underlying A Shares in their
onshore accounts or have the underlying A Shares held on their behalf by a Designated Broker.

The fungibility of the GDRs and the A Shares is dependent on the availability of Designated
Brokers.

GDR holders will not be able to sell their GDRs by instructing a Designated Broker to redeem
their GDRs and sell the underlying A Shares for a period of 120 days following the First Day
of Trading or during any period when trading in the A Shares on the Shenzhen Stock Exchange
is suspended and this may give rise to price risk to GDR holders.

Holders of the GDRs may be subject to exchange rate risk.

Certain facts, statistics and information relating to the Group are derived from publications
not independently verified by the Group, the Joint Global Coordinators, the Joint Bookrunners
or their respective advisers.

The regulatory regime of Swiss-listed global depositary receipts is new and might change.
The Offering may not be completed for various reasons and may be terminated.

You may not be able to recover in civil proceedings for United States securities law violations.

If the EU Commission does not grant SIX Swiss Exchange equivalence under MiFID
II/MiFIR, trading of the GDRs outside of Switzerland could be impacted.
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Summary of Financial Information and Other Data

Unless otherwise stated, the summary historical financial information presented below has been
extracted or derived from our consolidated historical financial information as of and for the years
ended December 31, 2019, 2020 and 2021 and the six months ended June 30, 2021 and 2022
included elsewhere in this Prospectus. The consolidated historical financial information has been
prepared in accordance with PRC GAAP. For further information, see “Presentation of Financial
and Other Information.”

The following summary financial data should be read in conjunction with the information contained
in “Presentation of Financial and Other Information,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” the additional financial information contained
elsewhere in this Prospectus and our consolidated financial statements and, in each case, the
related notes thereto contained elsewhere in this Prospectus.

Selected Consolidated Income Statement Data

Six months ended June

Year ended December 31, 30,
2019 2020 2021 2021 2022
(RMB in millions)
(audited) (unaudited) (reviewed)
Total operating revenue ......... 7,796 8,039 10,660 6,521 5,334
Operating revenue. . .. ......... 7,796 8,039 10,660 6,521 5,334
Total operating cost . ........... 5,843 6,193 8,208 4,290 3,770
Operating cost. . . . ............ 2,165 2,654 4,157 2,428 2,021
Taxes and surcharges. . ......... 96 90 114 77 55
Selling expenses . . . .. ......... 2,172 1,839 2,109 958 823
Administrative expenses . ....... 586 607 748 353 365
Research and development
EXPENSES . v v v e 544 736 908 373 439
Financial expenses ............ 280 267 172 101 66
Add: Other income. ............. 28 61 80 23 21
Investment income (loss expressed
in parentheses). . ............ 195 (154) (397) (71) (40)
Gains from change in fair value
(loss expressed in parentheses) . . 162 452 29 2 0
Loss on impairment of credit
(loss expressed in parentheses) . . (174) (38) (30) (19) (10)
Loss on impairment of assets
(loss expressed in parentheses) . . (2006) 21) 9) 0 2)
Gains from disposal of asset
(loss expressed in parentheses) . . 4 2 20 0 0
Operating profit . . . .. .......... 1,961 2,149 2,145 2,166 1,531
Add: Non-operating income . ...... 107 73 64 16 6
Less: Non-operating expenses . . . . . . 5 19 62 10 10
Total profit before tax. .. ........ 2,063 2,203 2,146 2,172 1,527
Income tax expense. ........... 339 326 366 356 230
Net profit . . .. ....... ... ... ... 1,724 1,877 1,780 1,816 1,297
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Selected Consolidated Statement of Financial Position Data

As of June
As of December 31, 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)
ASSETS
Current assets
Cash at bank and onhand . . .. ........... 1,954 2,434 3,798 3,492
Financial assets held-for-trading . ......... 10 21 — 31
Notes receivable . . .. .................. 34 14 54 72
Accounts receivable .. ....... ... .. ..... 2,167 2,100 1,661 1,761
Receivable financing . . . ................ 85 95 81 81
Prepayments . . ........ ... .. .. ... .... 89 170 283 413
Other receivables . .................... 129 146 178 249
Inventories . . . ... ... .. .. ... 1,005 1,424 1,939 2,332
Non-current assets due within one year ... .. 92 56 32 6
Other current assets. . .. ................ 71 117 122 123
Total current assets. . . .. ................ 5,634 6,577 8,147 8,561
Non-current assets
Long-term receivables . . ... ............. 42 23 11 10
Long-term equity investments ............ 516 839 1,072 1,222
Investments in other equity instruments . . . . . 1,575 1,652 1,510 1,216
Other non-current financial assets ......... 350 807 94 144
Investment properties . ................. 138 293 318 303
Fixed assets . .. .......... ... ... ...... 1,479 2,079 2,182 2,372
Construction in progress . .. ............. 658 627 1,158 1,358
Right-of-use assets . ................... — — 189 239
Intangible assets . . . ...... ... ... ... ..., 1,483 1,386 1,399 1,379
Development expenses. . . . ... ........... 525 514 711 817
Goodwill . ...... ... ... 2,719 2,772 3,273 3,327
Long-term deferred expenses . . .. ......... 173 168 198 211
Deferred income tax assets . ............. 144 180 138 142
Other non-current assets . ............... 489 241 298 414
Total non-current assets . . .. ............. 10,292 11,580 12,551 13,157
Total assets . . .. ....................... 15,926 18,157 20,699 21,717
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As of June

EQUITY AND LIABILITIES
Current liabilities
Short-term borrowings. . .. ..............
Financial liabilities held-for-trading . . ... ...
Notes payable. .. .....................
Accounts payable .. ......... ... ... ...,
Advances from customers ...............
Contract liabilities. . . . .................
Employee benefits payable. . .. ...........
Taxes payable. ... ....... ... ... ... ....
Other payable . . .. ... ... ... .. .. ....
Non-current liabilities due within one year. .
Other current liabilities . . .. .............
Total current liabilities . . . ... ............
Non-current liabilities
Long-term borrowings. .. ...............
Bonds payable . ......... ... ... ... ...,
Lease liabilities. . .. ...................
Long-term payable . ...................
Deferred income . . .. ................ ..
Deferred income tax liabilities. .. .........
Other non-current liabilities. . . .. .........
Total non-current liabilities. . . .. ... ... ...
Total liabilities . . ... ...................
Equity
Share capital. . . ...... ... ... ... ... ....
Other equity instruments . .. .............
Capital reserve . .. .......... .. .. ......
Less: Treasury shares ..................
Other comprehensive income . . . ..........
Surplus reserve . .. ......... ...
Retained earnings . ... .................
Total equity attributable to shareholders of
the Company .......................
Non-controlling interests. . .. ..............
Total equity. . ... ....... ... .. ... ... ....
Total liabilities and equity ...............

As of December 31, 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)
1,464 1,902 584 617
- 0 - -
85 66 229 129
738 755 1,135 1,492
164 — — —
— 269 354 361
103 160 200 73
128 121 211 270
267 284 327 438
1,359 1,102 250 229
803 152 44 49
5,111 4,812 3,332 3,659
2,458 1,115 1,210 1,263
— 1,219 2,673 2,702
— — 125 179
10 4 — —
135 146 140 149
207 324 265 227
— — 680 721
2,811 2,808 5,093 5,240
7,921 7,619 8,425 8,899
1,782 1,805 1,805 1,805
— — 215 215
2 959 984 1,105
254 254 364 600
113 37 129 (110)
423 403 585 585
5,417 6,923 8,121 8,907
7,483 9,873 11,474 11,907
522 665 800 912
8,005 10,537 12,274 12,818
15,926 18,157 20,699 21,717
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Selected Consolidated Statement of Cash Flows Data

Six months ended June

Year ended December 31, 30,
2019 2020 2021 2021 2022
(RMB in millions)
(audited) (unaudited) (reviewed)
Net cash flows from operating
activities . . .. ... ... ... 1,990 2,090 3,062 2,134 1,178
Net cash flows from investing
activities. . . . ... ... ... (651) (695) (860) (503) (747)
Net cash flows from financing
activities. . .. ... ... ... (1,549) (763) (897) 269 (838)
Effect of change in foreign
exchange rate on cash and cash
equivalents . . ............... 4 31) (11) (6) 20
Net (decrease)/increase in cash
and cash equivalents .. ....... (205) 600 1,293 1,894 (386)
Add: Beginning balance of cash and
cash equivalents . ............ 1,997 1,792 2,391 2,391 3,684
Ending balance of cash and cash
equivalents ................ 1,792 2,391 3,684 4,285 3,298
Selected Other Financial Metrics
Six months
ended
As of and year ended December 31, June 30,
2019 2020 2021 2022
(RMB in millions, except percentages)
EBITDA™W . . . . 2,666 2,872 2,839 1,833
EBITDA Margin® . . .. ... ................. 34.2% 35.7% 26.6% 34.4%

Net profit attributable to shareholders of the
Company after deducting non-recurring
profit and loss® . o 1,241 1,413 1,855 1,264

(D) EBITDA is calculated as net profit before income taxes, depreciation, amortization and total expense paid for
interests. The following table sets forth a reconciliation of net profit to EBITDA for the periods indicated:

Six months

ended

As of and year ended December 31, June 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)
Total profit before tax . . . . . . ... ... ...... 2,063 2,203 2,146 1,527
Plus:

Depreciation . . . . . . ... ... 181 211 309 149
Amortization . . . .. ... 144 232 213 98
Total expense paid for interests . . . . ... ... .. 277 226 171 59
EBITDA. . . . . . . . . 2,666 2,872 2,839 1,833

(2) EBITDA margin is calculated as EBITDA as a percentage of our total operating revenue for the year/period.
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3

Net profit attributable to shareholders of the Company after deducting non-recurring profit and loss represents our net
profit attributable to shareholders of the Company less the effects of non-recurring gains or losses. The following
table sets forth a reconciliation of our net profit attributable to shareholders of the Company to that after deducting

non-recurring profit and loss:

Year ended December 31,

Six months
ended
June 30,

2019

2020

2021

2022

Net profit attributable to shareholders of the
Company . . ......................
Less: ... o
Gain or loss on disposal of non-current assets . .
Government grants included in current profit or
loss (other than ongoing government grants
which are closely related to the Company’s
normal operation, meet the requirements of
government policies and are subject to certain
limits and conditions) . . ... ... .......
Gain or loss on changes in fair value of
financial assets held-for-trading and financial
liabilities held-for-trading, and investment
income from disposal of financial assets held-
for-trading, financial liabilities held-for-
trading and available-for-sale financial assets,
except for effective hedging transactions that
are closely related to the Company’s normal
operation . . .. .. ... ...
Other non-operating income and expenses apart
from the aforesaid items. . . .. ... ... ...
Other gain or loss items meeting the definition
of non-recurring gains or losses . . . ... ...
Effect of income tax. . . . ... ...........
Effect of non-controlling interests (after tax). . .

Subtotal . . . ... ... ... ... ... ... .

Net profit attributable to shareholders of
the Company after deducting
non-recurring profit and loss . . . ... ... ..

127

246
194
(84)
(2)
485

1,241

(RMB in millions)

(audited)

1,802

3

121

452
(23)

(76)

(83)
(5)

389

1,413

1,719

20

128

(259)
(56)

36
1
(6)

(136)

1,855

(reviewed)

1,268

0

22

3
(6)

(®)

(0)

1)
5

1,264

For details, see note XVI to the audited consolidated financial statements as of and for the years ended December 31,
2019, 2020 and 2021 and note X to the unaudited consolidated financial statements as of and for the six months ended

June 30, 2022 in F-pages to this Prospectus.
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RISK FACTORS

Prospective investors should carefully consider, among other things, the risks described
below, which address the existing and future material risks to our businesses and industry
and to the GDRs, as well as the detailed information set out elsewhere in this Prospectus,
and reach their own views before making an investment decision. The risks and
uncertainties described below represent the risks inherent in investing in the GDRs but are
not the only risks and uncertainties we face. Additional risks and uncertainties not
presently known to us, or that we currently believe are immaterial, could also impair our
business operations. If any of the following risks actually materialize, our business, results
of operations, financial condition or prospects could be materially and adversely affected.
If that were to happen, the trading price of the GDRs could decline and investors may lose
all or part of their investment. The order in which the risks are presented does not
necessarily reflect the likelihood of their occurrence or the magnitude of their potential
impact on our business, financial condition and results of operation.

Risks Relating to Our Business and Industry

We face intense competition in the businesses of medical devices, pharmaceutical
products and medical care solutions, where others may discover, develop or
commercialize competing products or services before, or more successfully than, we do.

The medical device, pharmaceutical and medical care solutions industries are intensely
competitive and rapidly changing. We face competition from major international and
domestic interventional medical device manufacturers, pharmaceutical companies and
medical care solutions providers. In particular, there are several multi-national and
domestic companies which have medical devices or pharmaceutical products targeting
cardiovascular diseases at or near the commercialization stage, or which are pursuing the
development of and undergoing clinical trials for medical device and pharmaceutical
products targeting cardiovascular diseases. Potential competitors also include government
agencies and other public and private research organizations that conduct research, seek
patent protection and establish collaborative arrangements for research, development,
manufacturing and commercialization of medical devices and pharmaceutical products.

Relevant regulatory authorities, such as NMPA of China, FDA of the US and EMA of the
European Union have different requirements for approval of medical devices and
pharmaceutical products. Our competitors may be applying for marketing approvals in
these jurisdictions for medical device and pharmaceutical products with the same intended
use as our existing and pipeline products. The ability of these relevant authorities to
concurrently review multiple marketing applications for the same type of innovative
medical device and pharmaceutical products may be limited. For example, when our
product and its competing products are subject to the NMPA’s concurrent review, the
NMPA’s schedule may be affected and the registration process of our product may be
prolonged. Moreover, our competitors may obtain approval from comparable regulatory
authorities for their products more quickly than we obtain approval for ours, which could
result in our competitors establishing a strong market position or gaining acceptance in the
same markets that we are targeting before we are able to enter the markets. As a result, we
may be unable to maintain or enhance our market share or achieve our targeted market
share in the relevant industry. Even if successfully developed and subsequently approved
by regulatory authorities, our pipeline products may face competition in aspects such as
their safety and effectiveness, the timing and scope of the regulatory approvals, the
availability and cost of supply, marketing and sales capabilities, reimbursement coverage,
price, patent position and other factors. Our commercial opportunities could be reduced or
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RISK FACTORS

eliminated if our competitors develop and commercialize products that are safer, more
effective, have fewer adverse effects or are less expensive than any product that we may
commercialize or develop. As a result, we may become obsolete overtime or lose our
market share.

Moreover, some of our competitors, including certain first-movers and multi-national
companies, may have greater commercial infrastructure and better financial, technical and
human resources than we do. Mergers and acquisitions in the relevant industries may result
in even more resources being concentrated among a small number of our competitors.
Smaller and other early-stage companies may also prove to be significant competitors,
particularly through collaborative arrangements with large and established companies.
These third parties compete with us in recruiting and retaining qualified scientific and
management personnel, establishing clinical trial sites and patient enrollment for clinical
trials, as well as in acquiring technologies complementary to, or necessary for, the
development of our pipeline products. Our business and results of operations will suffer if
we fail to compete effectively.

Disruptive technologies and medical breakthroughs may also render our pipeline products
obsolete or less competitive. If we fail to keep up with rapid changes in new technologies,
our future success may be adversely affected. Without the timely introduction of new and
improved products, our products could become technologically obsolete or more
susceptible to competition and our operating revenue and operating results would suffer.
We may have to make significant investments in new products and advanced technologies
to mitigate such competition risk. However, technical innovations often require substantial
time and investment before we can determine their commercial viability, and this could
have a material adverse impact on our financial condition.

Our business is subject to complex and evolving laws and regulations. Any failure to
comply with laws or regulations or obtain, maintain or renew applicable licenses,
permits, approvals, regulatory filings and registration certificates for our products,
services and operations may significantly disrupt our business and materially and
adversely affect our business, financial condition and results of operations.

Our operations are governed by numerous local, provincial and national regulations in the
PRC and overseas. Compliance with these laws and regulations can be difficult and costly.
New laws and regulations or changes to laws and regulations can impose additional
compliance costs, reduce our operating revenue, require us to change our operations to
ensure compliance or otherwise harm our business.

We may not have always been in full compliance with all applicable laws and regulations
due to the complexity and uncertainties in the interpretation and implementation of laws
and regulations. Violation of applicable laws or regulations could result in fines, temporary
or permanent prohibitions against engaging in certain activities, reputational harm,
suspensions in production or sales or other relevant activities, sanctions or other
disciplinary actions, which could materially and adversely affect our business, financial
condition and results of operations. Many aspects of our business depend on obtaining and
maintaining licenses, approvals, permits or qualifications from NMPA, FDA, EMA and
other relevant regulators. Obtaining such approvals, licenses, permits or qualifications
depends on our compliance with regulatory requirements. PRC and overseas regulatory
authorities also have discretion to grant, renew and revoke licenses and approvals and to
implement relevant laws and regulations.
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RISK FACTORS

As we expand our business scope, we may need to obtain additional licenses, approvals,
permits or qualifications, and such process may require considerable time and financial
resources. In particular, we generate an increasing portion of our operating revenue from
overseas sales as we export our products to distributors. For risks relating to our overseas
expansion, see “—We are subject to risks associated with the overseas expansion of our
business.” Failure to obtain or maintain required approvals, licenses, permits or
qualifications could limit the scope of businesses in which we may engage in and adversely
affect our financial condition and results of operations.

In particular, for the manufacturing and sales of our medical device and pharmaceutical
products, we must complete regulatory filings and obtain or renew registrations with the
competent regulatory authorities in the jurisdictions where we sell our products. The
processes for obtaining initial regulatory registrations can be lengthy, expensive and
difficult to predict.

For example, in China, medical devices are classified according to a catalog issued by the
NMPA into three different categories, Class I, Class II and Class III, depending on the
degree of risk associated with each medical device and the extent of control needed to
ensure safety and effectiveness. The Administrative Measures on the Registration and
Record-filing of Medical Devices provided that Class I medical devices are subject to
record-filing, while Class II and Class III medical devices are subject to registration.

To obtain product registrations for medical devices of Class II and Class III in China, we
may need to conduct, at our own expenses, adequate and well-controlled clinical trials to
demonstrate the safety and efficacy of our products. Clinical trials shall be conducted in
accordance with the Norms on the Quality Management for the Clinical Trials of Medical
Devices, which stipulates that prior to the commencement of a clinical trial, the applicant
must complete the pre-clinical research of the medical device, including product design
and quality test, animal testing and risk analysis, the results of which should support the
clinical trial. The clinical trial must be conducted in two or more clinical trial
organizations that are qualified to do such trials. See “Regulatory Environment—Principal
Laws and Regulations Related to our Businesses in the PRC—Regulations Relating to
Medical Devices.”

Clinical trials are expensive and can take years with uncertain outcomes. Failure of clinical
trials can occur at any stage of the process. We may fail to begin or complete clinical trials
due to disagreements with regulators. Our clinical trials may produce negative or
inconclusive results, and we may decide, or regulators may require us, to conduct
additional clinical and/or non-clinical trials. Changes in approval policies or regulations
could also render our preclinical and clinical data insufficient for approval or require us
to amend our clinical trial protocols. Any failure to adequately demonstrate the safety and
efficacy of any of our products would prevent receipt of regulatory approvals and,
ultimately, the commercialization of those products. As a result, we may be unable to
manufacture, market and sell new products in a timely manner, or at all, due to our failure
to obtain regulatory licenses or registrations.

Meanwhile, the pharmaceutical industry in China is subject to extensive government
regulation and supervision as well as monitoring by various government authorities. In
particular, the current regulatory framework addresses all aspects of a pharmaceutical
company’s operations, including approval, production, licensing, certification
requirements and procedures, periodic renewal and reassessment processes, registration of
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RISK FACTORS

new drugs, quality control, pricing of pharmaceutical products and environmental
protection. For example, consistency evaluation should be completed for generic drugs to
be approved for marketing before the implementation of the new classification of
registration of chemical drugs. See “Regulatory Environment—Principal Laws and
Regulations Related to our Businesses in the PRC—Regulations Relating to Drugs.” Any
violation of the relevant laws, rules and regulations may constitute a criminal offense
under certain circumstances. Certain other laws, rules and regulations may affect the
pricing, demand and distribution of our products, such as those relating to procurement,
prescription and dispensing of essential and other drugs by hospitals, other medical
institutions and retail pharmacies, government funding for private medical care solutions
and the inclusion of products in the NRDL.

Moreover, the NMPA and other regulatory authorities strictly regulate the marketing,
labeling, advertising and promotion of products that are placed on the market, including
marketing of our OTC pharmaceutical products sold to customers and academic customer
education activities. If we are found to have violated the relevant regulations, we may be
subject to liabilities.

In addition, the pharmaceutical, medical device and medical care solutions industries in
China are each subject to extensive and changing government regulations and supervision,
such as the rules and regulations promulgated to standardize Internet diagnosis and
treatment. See “Regulatory Environment.” Any unfavorable regulatory changes in these
industries may also increase our compliance burden and materially and adversely affect
our business, profitability and prospects.

We may not develop and successfully market new and advanced commercially viable
products and technology, or improve our existing products and technologies in a timely
manner or at all, and we may not price our new products and services at a favorable
level, which would materially and adversely affect our business, financial condition and
results of operations.

The markets for medical device and pharmaceutical products as well as medical care
solutions are highly competitive and rapidly evolving. As market conditions and
technology evolve, our existing products may lose market share, experience slower growth
or deliver lower profit margins. Our success depends on our ability to anticipate industry
trends and identify, develop and market new and advanced products that could meet
customer demands in a timely manner. We expect the markets for medical device and
pharmaceutical products as well as medical care solutions to evolve toward newer and
more advanced products, some of which we do not currently produce. Developing new
products and obtaining the necessary registration certificates, licenses, permits or
approvals in a timely manner can be difficult, particularly because product designs can
change with market conditions and hospitals’ and doctors’ preferences.

Our R&D efforts may not lead to new products that will be commercially successful. We
may also experience delays or be unsuccessful in any stage of the product development or
marketing, such as during manufacturing, clinical trials, product registration, marketing or
pricing. For example, a clinical trial is expensive and can take a lengthy period of time to
complete, and its outcome is inherently uncertain. There can be no assurance that these
trials or procedures will be completed in a timely or cost-effective manner or result in a
commercially viable product or expanded indication. Failure to successfully complete
these trials or procedures in a timely and cost-effective manner could have a material
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RISK FACTORS

adverse effect on our prospects. We may not be able to successfully enroll a sufficient
number of patients for clinical trials, or the third parties that we may retain may fail to
comply with our protocols and applicable laws and regulations, which could harm the
integrity of the resulting data. Clinical trials or procedures may also experience significant
setbacks even after earlier trials have shown promising results.

In addition, our new products may not yield anticipated returns to cover our investment.
Even when we launch a new product, it takes time for a new product to gain market
acceptance. We may not successfully market our new products, and medical institutions
and other participants in the healthcare system may not be receptive to our new products.
We cannot always anticipate industry trends and market demand for new products. Our
competitors’ product development capabilities may be more effective than ours, and their
new products may reach the market before ours. Furthermore, our competitors’ new
products may be more effective or competitive than our existing products, thereby making
our products obsolete or non-competitive, which could result in us having to reduce the
prices of such products or cause us to lose market share.

Meanwhile, our new products may impact our profitability depending on the level of
market acceptance and pricing environment for each product. The success of any of our
new product offerings depends on several factors, including our ability to:

. properly identify and anticipate industry trends and market demand;

. develop products successfully in a timely manner;

. complete clinical trials on a timely manner, including to timely procure requisite test
samples in our planned and potential future clinical trials;

. minimize the time and costs required to obtain regulatory approvals;
. optimize our manufacturing and procurement processes;
. launch new products in a timely manner;

. anticipate and compete effectively with other medical device and pharmaceutical
companies;

. price our products competitively and at commercially justifiable levels; and
. increase end-customer awareness and acceptance of our new products.

If we do not successfully launch and sell new products, our business, financial condition
and results of operations could be materially and adversely affected.
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Some of our medical device and pharmaceutical products are sold through volume-based
procurement, and the pricing of our medical device and pharmaceutical products
involved in the volume-based procurement may be adversely affected by government
policies and market competition.

In 2019, 2020 and 2021, we derived operating revenue in our medical device and
pharmaceutical businesses from sales to hospitals and other medical institutions owned or
controlled by government authorities in China, which make their purchases of medical
device and pharmaceutical products largely through volume-based procurement. For more
details, see “Regulatory Environment—Principal Laws and Regulations Related to our
Businesses in the PRC—Other Related Regulations on Medical Devices and
Drugs—Volume-based Procurement.” As of June 30, 2022, we had 87 pharmaceutical
products included in the NRDL, primarily antihyperlipidemic, antihypertensive,
antihyperglycemic, anti-thrombotic and anti-heart failure pharmaceuticals, and some of
them are in-scope under volume-based procurement policies or programs. Certain of our
coronary stent devices have also been included in such volume-based procurement
programs.

We may fail to win any tender, or fail to obtain the renewal for participation in
volume-based procurement for our medical device and pharmaceutical products due to
various factors, including reduced demand for the relevant product, uncompetitive bidding
price, failure to meet certain quality requirements, insufficient service quality to meet the
tender requirements or any damage to our reputation or other aspects of our operations
caused by unforeseen events, which may adversely affect the market share, operating
revenue and profitability of our medical device and pharmaceutical businesses.

Meanwhile, even if we win any tender or manage to obtain the renewal for participation
in such volume-based procurement, we may lose control over pricing of the relevant
medical device and pharmaceutical products as compared to before the implementation of
the volume-based procurement regime. Accordingly, if more of our products become
subject to the volume-based procurement regime, or more of the geographic areas in which
we sell our products become subject to the volume-based procurement regime, our pricing
abilities over the relevant products may be undermined, thereby adversely affecting our
results of operations, financial condition and prospects.

Our growth relies in part on the continued expansion and reforms of the PRC healthcare
industry, the anticipated growth of which may not be achieved on a timely basis or at all.

The PRC healthcare industry has undergone various reforms in recent years. The PRC
government has promulgated rules and regulations and announced plans aimed at
promoting the reforms of the PRC healthcare industry. These reforms were generally
referred to as the “healthcare reform plans” in China. Initiatives or policies implemented,
or to be implemented, by the PRC government under the ongoing healthcare reform plans,
are expected to encourage the growth of the PRC healthcare industry. As part of the
healthcare reform plans, the PRC government also targets to control the public sector
expenditure on healthcare within sustainable levels, which may in turn negatively impact
our operating revenue and/or profitability. There can be no assurance that the healthcare
reform plans would benefit our business or that the relevant PRC government authorities
would continue to introduce policies in line with the reform plans that are favorable to our
business.
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The continued expansion and reform of the PRC healthcare industry are subject to factors
beyond our control. The reform process may turn out to be significantly more time-
consuming or costly than expected due to implementation difficulties or changing
circumstances. As it is not clear whether the anticipated results or targets of the PRC
reform plans could be achieved on a timely basis or at all, our business decisions which
are premised on expectations of results of these reform plans may prove to be inappropriate
in hindsight. As such, this may have an adverse effect on our business, financial condition,
results of operations and prospects.

Our products might not be eligible for coverage under insurance reimbursement
schemes or other national or regional pricing guidelines and may be subject to price
controls.

The demand for, prices of and our ability to sell our products depend in part on the
availability of governmental and private health insurance in the PRC and overseas
covering treatments using our products, as well as national or regional pricing guidelines
which control the prices charged by medical institutions for medical devices and
pharmaceutical products. The PRC has a complex medical insurance system that is
undergoing reform.

Governmental insurance coverage or the reimbursement rates in the PRC for diagnosis and
treatment using our medical device and pharmaceutical products are subject to uncertainty
and may change. In addition, the PRC government may change, reduce or eliminate the
governmental insurance coverage available for treatments using our products. Existing
governmental and private health insurance in the PRC and overseas covering treatments
using our products may not continue in the future. To the extent that such insurance
schemes are changed or canceled, our sales may be adversely impacted, which may
materially and adversely affect our business, financial condition and results of operations.

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

The commercial success of our existing and pipeline products depends upon the degree of
market acceptance they achieve, particularly among physicians, patients and hospitals.
Physicians and patients may prefer other treatments or products over our products and
procedures. For example, physicians may have to undergo a learning process to become
proficient in the use of our products and this process may take longer than expected and
therefore affect their demand for or acceptance of our products. If our existing or pipeline
products (upon commercialization) fail to gain sufficient market acceptance by physicians,
patients and hospitals, among others, in the industry, the sales of our products and
accordingly our profits will be adversely affected. The degree of market acceptance of our
existing or pipeline products, if approved for commercial sale, will depend on a number
of factors, including:

. the clinical indications for which our existing or pipeline products are approved;

. physicians, patients and hospitals, among others, considering our existing or pipeline
products (upon commercialization) as a safe and effective treatment;

— 30 =



RISK FACTORS

. the potential and perceived advantages and disadvantages of our products, pipeline
products (upon commercialization) and relevant treatments compared to alternative
products and treatments;

. the prevalence and severity of any side effects, adverse effects or complications;
. product labeling or product insert requirements of regulatory authorities;
. limitations or warnings contained in the labeling approved by regulatory authorities;

. the timing of market introduction of our existing or pipeline products (upon
commercialization) as well as competitive products;

o the cost of treatment in relation to alternative treatments;

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

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

. the effectiveness of our sales and marketing efforts.

If any product that we commercialize fails to achieve market acceptance among
physicians, patients, hospitals or others in the medical community or if we fail to maintain
good relationships with them, we will not be able to generate significant operating
revenue. Even if our products achieve market acceptance, we may not be able to maintain
that market acceptance over time if new products or technologies are introduced that are
more favorably received than ours, are more cost-effective or render our products obsolete.

Our business and operations have been and may continue to be adversely affected by the
COVID-19 pandemic.

Outbreaks of respiratory illness caused by a new strain of coronavirus (“COVID-19”) has
and is continuing to spread throughout the world. Government measures in different
jurisdictions in response to the pandemic have to various extents contained the spread of
COVID-19. Nevertheless, the COVID-19 pandemic has inevitably impacted the global
economy and normal business operations across sectors and countries. To date, the spread
of COVID-19 continues to affect China, where we conduct most of our business and
engage in pre-clinical studies and clinical trials, as well as certain other countries and
regions where we sell our products and where our business partners reside.

Accordingly, our business has been and could be impacted by the current pandemic or
future continuance or reoccurrence of COVID-19 in numerous ways, including but not
limited to: (i) requirements for us to take security precautions for our operations, which
may result in higher costs; (ii) delay in patient enrollment for our clinical trials; (iii)
diversion of medical resources required for our clinical trials for the treatment of patients
with COVID-19; (iv) lowered demand by hospitals for our products, as many patients
reschedule their visits to hospitals to avoid cross-infections and many hospitals devote
their resources to dealing with COVID-19, thereby reducing the scale of unrelated
operations; (v) delay in logistics for suppliers of raw materials or for us to deliver products
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to distributors or customers, resulting from temporary restrictions or bans on traveling to
contain the spread of the outbreaks; and (vi) temporary closure or flexible working hours
of competent regulatory authorities, such as administration and registration authorities,
which may delay regulatory submissions and required approvals of our product candidates,
and could affect our ability to execute our operations as planned. In addition, there have
been resultant changes in our inventories of work-in-progress, semi-finished and finished
goods, raw materials and consumables used and personnel costs. We have also experienced
extended payment cycles and delayed collection of accounts receivables during the
COVID-19 outbreaks from time to time. In addition, our business and results of operations
could also be adversely affected to the extent the COVID-19 outbreaks harm the business
of our customers, suppliers, distributors and other business partners.

Meanwhile, we sold COVID-19 antigen rapid test kits amid the pandemic, which
contributed to increases in our operating revenue from overseas since 2020. We have also
started our COVID-19 antigen rapid test kit business in the PRC in the first half of 2022.
However, the demand for our COVID-19 antigen rapid test kits can be affected by a
number of factors such as the duration of the current pandemic, competition and
government policies. Failure to manage the foregoing factors may adversely affect our
results of operations. Therefore, the effects of the future COVID-19 outbreaks on our
business and results of operations are uncertain. There can be no assurance that we will be
able to maintain our operating revenue from sales of COVID-19 antigen rapid test Kits or
maintain the growth rate that we have experienced.

The effects of the current COVID-19 pandemic or future outbreaks on our business or our
industries will depend on a number of factors beyond our control, including the duration
of the current pandemic, particularly in China and other countries or regions where we sell
our products and where our business partners reside, and such effects could be material.
Moreover, if the outbreak persists or escalates, we may be subject to further negative
impact on our business, financial condition and results of operations.

We are subject to risks associated with the overseas expansion of our business.

We generate an increasing portion of our operating revenue from overseas sales as we
export our products to overseas customers or distributors. Our operating revenue from
overseas business accounted for 7.1%, 19.2% and 35.3% of our total operating revenue in
2019, 2020 and 2021, respectively. One of the main drivers of such operating revenue
growth is our overseas sales of COVID-19 antigen rapid test kits, which is subject to
uncertainty and factors beyond our control. For details, see “—OQur business and
operations have been and may continue to be adversely affected by the COVID-19
pandemic.”

We aim to continually expand our overseas markets. As a result, we are subject to a variety
of risks and uncertainties associated with overseas operations and sales, including:

. compliance with foreign laws, regulations and local industry standards, in particular,
those related to medical devices, pharmaceutical and other products;

. export control and economic sanctions laws and regulations;

. exposure to increased overseas litigation risks;
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. political and economic instability as well as geopolitical tensions, including the threat
of war or terrorist attacks (notably in Eastern Europe, and in particular, the
Russia-Ukraine conflicts and the reaction of the international community, for which
the consequences on the financial markets and the general business climate are
significantly unfavorable in the short term and remain uncertain in the long term);

. foreign currency exchange rate fluctuations, currency controls and cash repatriation
restrictions;

. restrictions on imports from the PRC or other trade barriers, such as export
requirements, sanctions, tariffs, licensing and other restrictions and expenses;

. unfamiliarity with local operating and market conditions;

. uncertainty on the degree of market acceptance;

. competition from local companies;

. failure to attract and retain locally qualified management and employees;
. foreign taxes;

. environmental, safety and labor regulatory compliance; and

. potential disputes and difficulty in managing relationships with overseas customers
and distributors.

Any of the foregoing and other risks and uncertainties could adversely affect our overseas
business and its expansion, and result in reduced turnover from our overseas operations,
which in turn could materially and adversely affect our business, financial condition and
results of operations.

We may fail to manage our distributors effectively and our distributors may violate our
distribution agreements, which could adversely affect our business, financial condition
and results of operations.

We have limited control over the activities of our distributors, who are independent from
us. For contracted distributors, we rely on our distribution agreements and our policies and
procedures to manage them, including their compliance with relevant laws, rules,
regulations and our policies. Our distributors may breach our agreements and policies,
including failing to meet minimum purchase volume, comply with PRC and overseas
regulatory requirements when selling our products or adequately promote our products,
and violate applicable laws, rules, regulations. Any of the foregoing could harm our
corporate reputation, cause us to be subject to litigations, liabilities, regulatory measures
or punishments, disrupt our sales and adversely affect our business, financial condition and
results of operations.
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There can be no assurance that we will succeed in expanding our sales networks to cover
new physicians, patients and hospitals.

Apart from cooperation with distributors, we rely on our in-house sales and marketing
personnel to promote our products. The success of our sales and marketing efforts depends
on our ability to attract, motivate and retain qualified and professional sales and marketing
personnel. In addition, we plan to expand our sales networks to cover more physicians,
patients and hospitals to increase our market share and penetration in the PRC medical
device, pharmaceutical and medical care solutions markets to drive future growth. Whether
our sales and marketing efforts will succeed depends on a number of factors including, but
not limited to, market acceptance of our products and services and effectiveness of our
products and treatment, and we may not be able to achieve so. If we are unable to expand
our sales networks effectively, our sales volumes and business prospects could be
materially and adversely affected.

We are subject to credit risk from our distributors and customers, and our inability to
collect on our accounts receivable from our distributors and customers may materially
adversely affect our cash flows and operations.

We sell our products to third-party distributors across China and overseas. We also directly
sell to customers. As of December 31, 2019, 2020 and 2021, we had accounts receivable
of RMB2,166.5 million, RMB2,100.4 million and RMB1,661.1 million, respectively. In
2019, 2020 and 2021, our accounts receivable turnover days were 102 days, 103 days and
69 days, respectively.

Our distributors and customers may fail to settle accounts receivable in a timely manner,
or at all, and we may not properly assess and respond in a timely manner to changes in their
credit profiles and financial condition. As of December 31, 2019, 2020 and 2021, we made
provision for bad debts of accounts receivable of RMB153.2 million, RMB169.4 million
and RMB161.4 million, respectively.

Adverse changes in the financial condition of our distributors and customers may
negatively affect the time to collect associated accounts receivable or reduce the likelihood
of ultimate collection, which would in turn materially adversely affect our business,
financial condition and results of operations. In addition, although we may set out payment
methods under the relevant sales contracts with our customers, there can be no assurance
that the customers will follow the same or make direct payment to us. Accordingly, we are
subject to various risks relating to third-party payments, including compliance risks
involving foreign currency transfer, possible claims from third-party payors for return of
funds as they are not contractually indebted to us and possible claims from liquidators of
third-party payors. As we grow our business, the amount of accounts receivable we record
may increase, which may negatively impact our cash flows.

If we fail to fulfill our obligations in respect of contract liabilities, we could be exposed
to liability, loss of reputation, reduced operating revenue or liquidity challenges.

Contract liabilities arise when we receive deposits or advances from a customer before

transferring a good or service to the customer. As of December 31, 2019, 2020 and 2021,
we had contract liabilities of nil, RMB269.2 million and RMB354.0 million, respectively.
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If we fail to honor our obligations in respect of our contract liabilities, customers may
exercise their rights to terminate a contract, exposing us to liability, damage to our
reputation, reduced operating revenue or liquidity challenges.

Lack of sufficient sophisticated physicians who can perform interventional procedures
involving our medical devices may adversely affect our business.

Sophisticated physicians who can perform interventional therapies involving our
cardiovascular and other products play a significant role in our business. We involve
physicians in our product development and clinical trial stage and solicit their feedback,
proposals and suggestions based on their clinical experience. We also rely on influential
physicians to endorse the quality of our products and promote use among hospitals.
Additionally, sales volume of our products is to a certain extent determined by the
physicians’ level of experience in utilizing our cardiovascular and other products to
perform interventional therapies, and physicians’ skills and prudent performance of
relevant therapies or utilization of our products is key to ensuring the proper implantation
of our products. If the market acceptance of related procedures and the number of qualified
physicians fail to grow as anticipated, our sales of products as well as our results of
operations and financial condition could be adversely affected.

We rely on suppliers with respect to multiple principal raw materials and may not be able
to secure a stable supply of quality principal raw materials at all times or at all.

Principal purchases for our production are raw materials, machinery and equipment, and
testing or clinical trial related services. We procure principal raw materials from multiple
suppliers that can satisfy our technical specifications and regulatory compliance
requirements to ensure the consistently high quality and performance of our products. As
of June 30, 2022, we had engaged nearly 1,000 suppliers. However, there can be no
assurance that we will be able to continue to do so despite existing relationships, or that
our relationships with such suppliers may deteriorate due to factors beyond our control.
Furthermore, the custom clearance procedures for importing certain principal raw
materials could be lengthy and thus could adversely affect the timely supply of such raw
materials. If any of these suppliers loses its qualification or eligibility for a variety of
reasons including its failure to comply with regulatory requirements, we may experience
delays in the supply of our raw materials and interruption in our manufacturing process.

General economic conditions could also adversely affect the financial viability of our
suppliers, resulting in their inability to provide raw materials used in our manufacturing
process. In addition, even though we may concurrently procure suppliers providing similar
products in China, some of our suppliers are located outside China, and therefore trade or
regulatory embargoes imposed by foreign countries or China, especially in light of some
recent international trade disputes, could result in delays or shortages of our raw materials
sourced overseas. If we are unable to identify alternative suppliers for providing us with
principal raw materials in a timely manner, our business could be materially and adversely
affected.
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An increase in the market price of our raw materials may adversely affect our
profitability.

Our production process requires substantial amounts of raw materials. As a result, we are
exposed to risks associated with fluctuations in prices and availability of raw materials.
Significant fluctuations in raw material prices and availability could disrupt our operations
and have a negative impact on our gross margins. The supply of principal raw materials
used in our product activities may not continue to be generally available and sufficient for
our demand, or their prices may be subject to significant fluctuations in the future. In
particular, the prices of raw materials may be affected by a number of factors, including
market supply and demand, the PRC or international environmental and regulatory
requirements, duties and tariffs, exchange rate fluctuation, natural disasters, disease
outbreaks and general economic conditions. A significant increase in the costs of raw
materials may increase our operating cost and negatively affect our profit margins and,
more generally, our business, results of operation, financial condition and prospects.

The manufacturing of our products is highly complex and subject to strict quality
controls. Our business could be materially and adversely affected if our existing and
pipeline products are not produced in compliance with all applicable quality standards.

The manufacturing of our products is highly complex and subject to strict quality controls.
Quality is extremely important in our operations, as we continuously strive to offer
excellent user experience for our products. We have established a comprehensive set of
quality controls and assurance procedures in order to prevent quality issues with respect
to our products and operational processes. See “Our Business—Manufacturing and Quality
Control.” Despite our quality control procedures, we cannot eliminate the risk of product
defects or failures. Problems can arise during the manufacturing process for a number of
reasons, including equipment malfunction, failure to follow protocols and procedures,
defects or other issues in raw materials, or human errors. If problems arise during the
production of a batch of products, that batch of products may have to be discarded and we
may experience product shortages or incur added expenses as a result. This could, among
other things, lead to increased costs, damages to customer relationship, time and expenses
spent investigating the cause and, depending on the cause, similar losses with respect to
other batches or products. If problems are not discovered before the product is released to
the market, recall and product liability costs may also be incurred, which may adversely
affect our business, results of operations, financial condition and prospects.

If any of the foregoing arises or if we otherwise fail to meet our internal quality standards
or those of applicable regulators, we could become subject to product recalls, license
revocation, regulatory fines, suspension of operations, product liability claims or other
negative events, which could materially and adversely affect our reputation, business and
results of operations.

Any disruption to the operation of our production facilities could materially and
adversely affect our business, financial condition and results of operations.

We manufacture our products primarily at our production facilities located in Beijing,
Henan province, Zhejiang province, Shanghai, Guangdong province and Shaanxi province
in the PRC. Our production facilities may be harmed or rendered inoperable by physical
damage from fires, floods, earthquakes, typhoons, power outages, mechanical breakdowns,
telecommunications failures, loss of licenses, certifications and permits, changes in
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governmental planning for the land underlying the facility and other regulatory changes,
many of which are beyond our control. We may also need to suspend the operations of our
production facilities due to pandemic measures. See “—Qur business and operations have
been and may continue to be adversely affected by the COVID-19 pandemic.” Any
substantial interruption in manufacturing operations at our production facilities could
result in our inability to satisfy the demand of sales and distribution as to our products and
of our clinical trials as to our pipeline products, or even lead to our failure to fulfill
contractual obligations, which could in turn materially and adversely affect our business,
financial condition and results of operations.

In addition, advances in manufacturing techniques may render our production facilities and
equipment inadequate or obsolete, and therefore we may also need to develop advanced
manufacturing techniques and process controls in order to fully utilize our facilities. If we
are unable to do so, or if the process to do so is delayed, or if the cost of this scale-up is
not economically feasible for us, we may not be able to supply our products in a sufficient
quantity to meet future demand, which would limit our development and
commercialization activities and our opportunities for growth, thereby materially and
adversely affecting our business, financial condition and results of operations.

We may need additional capital, and we may be unable to obtain such capital in a timely
manner or on acceptable terms, or at all.

We may require additional capital beyond those generated by the operating activities from
time to time to carry out R&D activities for developing and enhancing our products and
technology, grow our business and better serve our customers, among other things.
Accordingly, we may need to sell additional equity or debt securities or obtain a credit
facility. Future issuances of equity or equity-linked securities could significantly dilute our
existing shareholders, and any new equity security we issue could have rights, preferences
and privileges superior to those of holders of our A shares and GDRs. The incurrence of
debt financing would result in increased debt service obligations and could result in
operating and financing covenants that would restrict our operations or our ability to pay
dividends to our shareholders.

Our ability to obtain additional capital in a timely manner or on commercially acceptable
terms is subject to various factors, including general market conditions for capital raising
activities by our peers, and economic, political and other conditions in China and globally.
If we are unable to obtain adequate financing on terms satisfactory to us when we require
it, our ability to continue to support our R&D and business growth could be significantly
impaired, and our business and prospects may be adversely affected.

Our business generates and processes a considerable amount of data, and the improper
use or disclosure of such data could harm our reputation as well as have a material
adverse effect on our business and prospects.

Our medical care solutions business involves generating and processing a considerable
amount of data. Data information generated and processed in our business operations is
stored in the data center established and owned by us in the PRC. In the PRC, the PRC
Data Security Law provides for a security review procedure for data activities that affect
or may affect national security. The PRC Personal Information Protection Law reiterates
the circumstances under which a personal information processor could process personal
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information and related requirements. See “Regulatory Environment—Principal Laws and
Regulations Related to our Businesses in the PRC—Regulations Relating to Medical Care
Solutions—Management of Health Data.”

We face risks inherent in handling a considerable amount of data and in securing and
protecting such data. In particular, we face a number of data-related challenges from
activities of participants in our medical care solutions business, 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 system 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, in
addition to exposing us to potential legal liability.

Security and privacy breaches may hurt our business.

We could experience cyber-attacks of varying degrees, including attempts to hack into our
cloud system. There may also be various requirements imposed by the PRC government to
safeguard cyber-security and privacy. Even though we have implemented strict authority
control and tracking mechanisms over account management, cyber-attacks may
nevertheless lead to data leaks. Our security measures may be breached or circumvented
by errors or malfeasance by our employees or other parties involved in our business
activities. We may be unable to prevent all breaches because the techniques used to obtain
unauthorized access, disable or degrade service or sabotage systems change frequently and
often are not recognized until launched against a target. Unauthorized access to user data
generated and processed in our medical care solutions business (though encrypted) could
result in significant legal and financial exposure, damage our reputation and reduce
customers’ and business partners’ confidence in the security of our products, which could
materially and adversely affect our business, financial condition and results of operations.

The discontinuation of any preferential tax treatment, government grants and other
incentives currently available to us could reduce our profitability.

In 2019, 2020 and 2021, our Company and some subsidiaries were recognized as High and
New Technology Enterprises, eligible for a preferential income tax rate of 15% instead of
25% when certain additional requirements are met, in the PRC. We need to renew such
qualification every three years. In addition, we receive government grants to support our
operations and R&D projects. In 2019, 2020 and 2021, we recognized government grants
in our consolidated statements of profit or loss of RMB127.2 million, RMB121.0 million
and RMB127.7 million, respectively.
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Going forward, our government grants and other incentives may vary from period to period
and our entitlement to the preferential tax treatment may expire or be terminated. As a
result, our results of operations may be affected. Our eligibility for government grants and
other incentives as well as the preferential income tax treatment depends on a variety of
factors, including the assessment of our improvement on existing technologies, relevant
government policies, the availability of funding at different granting authorities and the
R&D progress made by other peer companies. The government grants and other incentives
as well as preferential income tax treatment are subject to the discretion of the central
government or relevant local government authorities, which could determine at any time
to eliminate, suspend or reduce these financial incentives or our eligibility for the
preferential tax treatment, generally with prospective effect. In addition, some government
incentives are granted to us on a project basis and are subject to the satisfaction of certain
conditions, including compliance with applicable incentive agreements and completion of
specific projects. We may not satisfy all relevant conditions, and if we fail to satisfy any
such conditions, we may fail to obtain the relevant incentives.

Since our receipt of government grants and other incentives, and eligibility for the
preferential tax treatment are subject to periodic time lags and inconsistent government
practices, our net income in a particular period may be higher or lower relative to other
periods depending on the potential changes in these government grants or other incentives
or preferential tax policies in addition to any business or operational factors that we may
otherwise experience. There can be no assurance that we will continue to receive such
government grants and other incentives, receive similar level of government grants and
other incentives, or at all, or be eligible to enjoy the preferential tax treatment in the future.
The discontinuation of government grants, subsidies and our eligibility for the preferential
tax treatment currently available to us could have a material adverse effect on our business,
financial condition and results of operations.

We may not be successful in implementing our business strategies.
Executing our business strategies and managing our growth could strain our managerial,
operational and financial resources. In particular, the management of our growth may

require:

. strengthening of financial and management controls in an efficient and effective
manner;

. increased sales and marketing activities;
. identification of potential business partners;
. enhancement of our production capacity;

. smooth integration with acquired companies, technologies, personnel or products into
our business;

. capital to fund our R&D, operations, investments and acquisitions; and

. hiring and training of additional qualified personnel.
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If we are unable to effectively manage our growth and implement our business strategies,
our business, financial condition and results of operations would be materially and
adversely affected.

Changes in international trade or investment policies and barriers to trade or investment
may adversely affect our business and expansion plans.

International market conditions and the international regulatory environment have
historically been affected by competition among countries and geopolitical friction.
Changes to trade policies, treaties and tariffs, or the perception that these changes could
occur, could adversely affect the financial and economic conditions in the jurisdictions in
which we operate, as well as our overseas expansion plans, financial condition and results
of operations.

As tensions between the US and China over trade increased, China implemented measures
in response to new trade policies, treaties and tariffs initiated by the US government. Such
measures may escalate the tensions between the countries or lead to a trade war. Any
escalation in trade tensions between China and the US or a trade war, or the perception that
such escalation or trade war could occur, may negatively affect the economies of China and
the US and the broader global economy. As a result, our business, financial condition,
results of operations and prospects would be adversely affected.

We have made sales into and purchases from the US. While our operations in the US have
not been adversely affected, any escalation of tensions between the US and China or any
restrictions on imports or exports of Chinese companies by the US government could
adversely affect our business. We cannot predict how geopolitical events will develop in
the future and how they may affect our business, operations, reputation and financial
condition.

We rely on third party logistics providers to deliver our products from production
facilities to our distributors and customers.

As we provide medical device and pharmaceutical products to customers around the world,
logistics play an important role in our sales and distribution. We rely on third party
logistics providers for the transportation of our products from production facilities to our
distributors and end-markets. The logistics providers are responsible for any loss or
damage to our products during delivery and are responsible for the insurance coverage in
respect of our products delivered by them. Interruptions to or failures in these third parties’
logistics and delivery services could prevent the timely or proper delivery of products to
our distributors and customers, which could result in customer dissatisfaction and harm our
reputation and relationship with distributors.

Interruptions to logistics and delivery may result from events beyond our control or the
control of our logistics providers, such as inclement weather, public health events
(including the COVID-19 pandemic), natural disasters, accidents, transportation
disruptions or labor unrest. We may not find alternative logistics providers to provide
logistics and delivery services in a timely and reliable manner, or at all. If we do not
deliver our products in a proper condition or on a timely basis, our reputation, business,
financial condition and results of operations could be materially affected.
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If parties on whom we rely fail to maintain or renew the necessary permits, licenses and
certificates required for the development, production, sales and distribution of our
products, our ability to conduct our business could be materially impaired.

We are required to obtain, maintain and renew various permits, licenses and certificates to
develop, produce, promote and sell our products, including but not limited to the
Registration Certificate for Medical Device and the Medical Device Production License
and the Certificate for Exportation of Medical Products. See “—OQur business is subject to
complex and evolving laws and regulations. Any failure to comply with laws or regulations
or obtain, maintain or renew applicable licenses, permits, approvals, regulatory filings
and registration certificates for our products, services and operations may significantly
disrupt our business and materially and adversely affect our business, financial condition
and results of operations.” Third parties, such as research institutions, distributors and
suppliers on whom we may rely to develop, produce, promote, sell and distribute our
products, may be subject to similar requirements. Such third parties may be also subject
to regular inspections, examinations, inquiries or audits by regulatory authorities, and an
adverse outcome of such inspections, examinations, inquiries or audits may result in the
loss or non-renewal of certain relevant permits, licenses and certificates. Moreover, the
criteria used in reviewing applications for, or renewals of permits, licenses and certificates
may change from time to time, and there can be no assurance that the third parties on
whom we rely will be able to meet updated criteria that may be imposed to obtain or renew
the necessary permits, licenses and certificates. Many of such permits, licenses and
certificates are material to the operation of their business, and if the third parties on whom
we rely fail to maintain or renew material permits, licenses and certificates, our ability to
conduct our business could be materially impaired. Furthermore, if the interpretation or
implementation of existing laws and regulations change, or new regulations come into
effect, requiring third parties on whom we rely to obtain any additional permits, licenses
or certificates that were previously not required to operate their business, there can be no
assurance that such third parties will successfully obtain such permits, licenses or
certificates in a timely manner, or at all.

We may be subject to product liability, personal injury or wrongful death claims or
product recalls in connection with our products, which may materially and adversely
affect our reputation, financial condition and results of operations.

We are exposed to risks inherent in developing, manufacturing, packaging, marketing,
distributing and selling medical device and pharmaceutical products in China and other
jurisdictions in which such products are marketed and sold. Claims may arise if any of our
products are deemed or proven to be unsafe, ineffective, defective or contaminated or if we
are alleged to have engaged in practices such as improper filling of prescriptions,
insufficient or improper labeling of products, unintentional distribution and retail of
inferior quality products, counterfeit medicines or providing inadequate warnings or
insufficient or misleading disclosure of side effects.

In the event that any use or misuse of the products we manufacture or distribute results in
personal injury or death, product liability claims may be brought against us for damages.
Any product liability claims against us or product recalls, regardless of whether the claims
are with merit, could strain our financial resources and consume the time and attention of
our management, which might incur substantial costs and lead to diversion of resources.
If we are unable to defend ourselves against such claims, among other things, we may be
subject to civil liabilities for physical injury, death or other losses caused by our products
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and to criminal liabilities and the revocation of our business licenses. In addition, we may
be required to recall the relevant products, suspend sales or cease sales. Other jurisdictions
in which our products are, or may in the future be, sold, in particular in more developed
markets including the United States, may have similar or more onerous product liability
and pharmaceutical product regulatory regimes, as well as more litigious environments
that may further expose us to the risk of product liability claims.

Even if we are not at fault or ultimately responsible for the quality of the products we
produce and distribute, we may still be penalized by the relevant authorities. In addition,
claims or product recalls may not be fully covered by insurance, since our insurance
coverage is limited. See “Our Business—Insurance.” As a result, the consumer demand for
products manufactured or distributed by us may decline, and our reputation and sales may
be materially and adversely affected.

If our medical device or pharmaceutical products cause, or are perceived to cause,
severe side effects, our business, financial condition, results of operations and
reputation could be materially and adversely affected.

Our medical device and pharmaceutical products may cause severe side effects as a result
of a number of factors, many of which are beyond our control. These factors include
potential side effects not revealed in clinical trials, unusual but severe side effects in
isolated cases, defective products not detected by our quality management system or
misuse of our devices and products by end-users. Our products may also be perceived to
cause severe side effects when a conclusive determination as to the cause of severe side
effects is not obtained or is unobtainable.

In particular, our products may be perceived to cause severe side effects if other
companies’ products containing the same or similar active pharmaceutical ingredients, raw
materials, structural design, mechanism of action or delivery technologies as our products
cause, or are perceived to have caused, severe side effects, or if one or more regulators,
such as the NMPA, the FDA or the EMA, or an international institution, such as the WHO,
determine that products containing the same or similar pharmaceutical ingredients as our
products could cause or lead to severe side effects.

If our products cause, or are perceived to cause, severe side effects, we may face a number
of consequences, including, but not limited to:

o a severe decrease in the demand for, and sales of, the relevant products;
. recalls or withdrawals of the relevant products;

. revocation of regulatory approvals for the relevant products or the relevant
production facilities;

. stricter and more frequent regulatory inspections of our production facilities and
products;

. damages to the brand name of our products and our reputation;

. removals of relevant products from the Medical Insurance Drugs Catalogs; and
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. risk of lawsuits and regulatory investigations with respect to the relevant products,
which could result in liabilities, fines or penalties.

The occurrence of any of the foregoing may cause our operating revenue and profitability
to decline, and our business, financial condition, results of operations, reputation and
prospects may be materially and adversely affected as a result.

We may be subject to claims in relation to our medical care solutions business.

We face risks of claims against the doctors and nurses involved in our medical care
solutions business and us. 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 claims against us could result in substantial damage awards that may
exceed the limits of our insurance coverage. See “Our Business—Insurance.” The relevant
insurance premiums may increase significantly in the future, particularly as we expand our
services. As a result, adequate insurance may not be available to us in the future on
commercially acceptable terms, or at all.

Any claims made against us that are not covered by insurance fully or at all could be costly
to defend against 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 certain
medical claims in relation to our medical care solutions in 2019, 2020 and 2021. 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 we may not have sufficient or any insurance coverage for such claims.

Meanwhile, the PRC government, media outlets and public advocacy groups are
increasingly focused on consumer protection and medical disputes, which has posed
increasing challenges to our internal control and compliance systems and procedures,
including our control over and management of third-party business partners, and exposes
us to substantial and increasing liability, negative publicity and reputational damage
arising from consumer complaints, harms to personal health or safety or accidents
involving medical device and pharmaceutical products or services offered through our
medical care solutions business or provided by us. If we do not take appropriate remedial
action against the business partners 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 business relevant business partner, which may
adversely affect our business, financial condition and results of operations.

We may from time to time become party to litigation, other legal disputes and
proceedings that may materially and adversely affect us.

In the course of our ordinary business operations, we may become a party to litigation,
legal proceedings, claims, disputes or arbitration proceedings from time to time. Any
ongoing litigation, legal proceedings, regulatory actions, claims, disputes or arbitration
proceedings may distract our senior management’s attention and consume our time and
other resources. In addition, even if we ultimately succeed in such litigation, legal
proceedings, regulatory actions, claims, disputes or arbitration proceedings, there may be
negative publicity attached to such litigation, legal proceedings, claims, disputes or
arbitration proceedings, which may materially and adversely affect our reputation and
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brand names. In the case of an adverse verdict, we may be required to pay monetary
damages, assume liabilities or suspend or terminate parts of our operations. As a result, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

We are subject to environmental protection and health and safety laws and regulations
and may be exposed to potential costs for compliance and liabilities, including
consequences of accidental contamination, chemical or biological hazards or personal
injury.

Our business operations are subject to national and local laws and regulations of the PRC
pertaining to protection of the environment and health and safety, including but not limited
to the treatment and discharge of pollutants into the environment and the use of highly
toxic and hazardous chemicals in our development and manufacturing process. In addition,
our construction projects can only be put into operation after the relevant administrative
authorities in charge of environmental protection and health and safety have examined and
approved the relevant facilities. Since the requirements imposed by such laws and
regulations may change and more stringent laws or regulations may be adopted, we may
be unable to comply in a timely manner, or to accurately predict the potentially substantial
cost of complying, with these laws and regulations. If we fail to comply with
environmental protection and health and safety laws and regulations, we may be subject to
rectification orders, substantial fines, potentially significant monetary damages, and
suspension of our production or business operations. As a result, any failure by us to
control the use or discharge of hazardous substances could have a material and adverse
impact on our reputation, business, financial condition, results of operations and prospects.

In addition, we cannot fully eliminate the risk of accidental contamination, biological
hazards or personal injury at our facilities during the development and manufacturing
process. In the event of such accident, we could be held liable for damages and clean-up
costs which, to the extent not covered by existing insurance or indemnification, could harm
our business. Other adverse effects could result from such liability, including reputational
damage resulting in the loss of business from customers. We may also be forced to close
or suspend operations at certain of our affected facilities temporarily or permanently. As
a result, any accidental contamination, biological hazards or personal injury could have a
material and adverse impact on our reputation, business, financial condition, results of
operations and prospects.

We or our employees, distributors and other business partners may be subject to
anti-corruption, anti-bribery, anti-money laundering, financial and economic sanctions,
and similar laws, non-compliance of which could adversely affect our business,
financial condition and results of operations.

We are subject to the anti-bribery laws in various jurisdictions, particularly China. Our
procedures and controls to monitor compliance with anti-bribery laws may fail to protect
us from reckless or criminal acts committed by our employees, distributors or business
partners. We could be liable for actions of such employees or parties that violate
anti-bribery, anti-corruption or related laws in the PRC or other jurisdictions.
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In particular, the PRC government or other government authorities in countries where we
sell our products could adopt new or different regulations affecting the way in which
medical devices and pharmaceuticals are sold to address bribery, corruption or other
concerns. Any such new or different regulations could increase the costs incurred by us and
our distributors in selling our products or impose restrictions on sales and marketing
activities, which could in turn increase our costs. As we depend on distributors for the sales
of our products, any misconduct by them or changes in the regulatory environment
regarding the sales of medical devices and pharmaceuticals could materially and adversely
affect our business, financial condition and results of operations.

Our employees, distributors and other business partners may also engage in fraud or other
illegal activities. Misconduct by these parties could include intentional, reckless or
negligent conduct or unauthorized activity that violates the regulations of the NMPA and
other regulatory authorities, including laws requiring the reporting of true, complete and
accurate information and data to such regulatory authorities, or data privacy, security,
fraud and abuse and other healthcare laws and regulations in the PRC and other relevant
jurisdictions. Any actual or alleged violation of these laws and regulations of such
employees or parties could subject us to financial losses, sanctions and negative publicity,
which may adversely affect our reputation and prospects.

In addition, the United States and other jurisdictions or organizations, including the
European Union, the United Nations and Australia, have, through executive order, passing
of legislation or other governmental means, implemented measures that impose financial
and economic sanctions against certain countries or regions or against targeted industry
sectors, groups of companies or persons, and/or organizations. Such sanctions laws and
regulations are likely subject to frequent changes, and their interpretation and enforcement
involves substantial uncertainties, which may be heightened by national security concerns
or driven by political and/or other factors that are beyond our control. Therefore, such
restrictions, and similar or more expansive restrictions that may be imposed by sanctions
authorities in the future, may adversely affect our ability to work with certain existing and
future distributors, sub-distributors and other business partners, which in turn could harm
our business. Furthermore, our association with distributors, sub-distributors or other
relevant parties that are or become subject to such restrictions could subject us to actual
or perceived reputational harm, which could materially and adversely affect our business
relationships business, financial condition, results of operations or prospects.

We could be adversely affected as a result of any sales we make to certain countries that
are, or become subject to, sanctions administered by the United States, the European
Union, the United Nations, Australia and other relevant sanctions authorities.

The United States and other jurisdictions or organizations, including the European Union,
the United Nations and Australia, have, through executive order, passing of legislation or
other governmental means, implemented measures that impose economic sanctions against
such countries or against targeted industry sectors, groups of companies or persons, and/or
organizations within such countries (“International Sanctions”). We had minimal sales of
our medical devices to sanctioned countries in the past.

We have not been notified that any International Sanctions penalties would be imposed on
us. We have no present intention to undertake any future business with persons or entities
that may expose us to risk of International Sanctions. However, we are unable to predict
the interpretation or implementation of the International Sanctions with respect to any of
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our past activities. If any authorities or organizations were to determine that we were
deemed to be engaged in prohibited or sanctionable activities targeted by the International
Sanctions, we could be subject to certain sanctions or penalties and our reputation and
future business prospects could be adversely affected. In addition, because economic
sanctions programs are constantly evolving, new requirements or restrictions could come
into effect, or relevant authorities may interpret current sanctions in such a manner that
might increase scrutiny on our business or result in one or more of our business activities
being deemed to have violated sanctions or being sanctionable. There can be no assurance
that our activities in any particular country or region will be in compliance with evolving
applicable rules and regulations or that they will not result in any negative media attention
or reputational damage to us.

If we are unable to protect our intellectual property rights, or if the scope of our
intellectual property rights fails to sufficiently protect our proprietary know-how, our
competitive strengths may be eroded.

Our success depends in part on our ability to protect our intellectual property rights,
including proprietary technologies, manufacturing know-how and patents. We seek to
protect the proprietary technologies and manufacturing know-how that we consider
important to our business under a combination of patent and trade secret protection laws
in China and other jurisdictions, as well as employee and third-party confidentiality
agreements. If we fail to adequately protect our intellectual property rights, competitors
may be able to copy our products, use our technologies and erode or even wipe away any
competitive advantage we may have had, which could harm our business and ability to
achieve profitability.

In particular, the process of seeking patent protection can be lengthy and expensive, and
there can be no assurance that our pending patent applications, or any patent applications
we may make in the future, will be granted, or that any patents issued in the future will
be able to provide us with meaningful protection, competitive advantages or commercial
benefits. The scope of protection for issued patents may also vary across different
jurisdictions. The PRC adopts a first-to-file system for patent application, under which
whoever files the same application first will be first considered for the award of the patent.
As a result, a third party may be granted a patent relating to a technology that we believe
we had invented first.

Moreover, patent applications and issued patents may be challenged, invalidated or
circumvented in the future, due to factors such as known or unknown prior acts,
deficiencies in patent applications and lack of originality in the underlying technologies.
Certain of our patented technologies are utilized in a number of our existing and pipeline
products, and if the patents relevant to these technologies were to be declared invalid or
unenforceable, it may have an adverse impact on the sales volumes and pricing levels of
such existing products and our ability to successfully commercialize such pipeline
products.

We may not be able to identify the infringement of our intellectual property rights at an
early stage, which may result in our inadvertent infringement of such intellectual property
rights which may have an adverse effect on our business and prospects. In addition, the
patents that we hold, including the patents for our major products, are for a finite duration.
Following the expiration of the relevant patents, our existing or future competitors may be
able to develop and introduce direct substitute products to our major products, which may
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be identical in formulation. In the event that our competitors introduce direct substitutes
for these products, the sales volumes and pricing levels for such products may be
materially and adversely affected.

In addition to patents and pending patent applications, we seek to protect trade secrets,
proprietary know-how and other non-patentable technology through confidentiality and
non-competition agreements with our senior management and key members of our R&D
team, as well as confidentiality clauses in employment contracts with employees and in
agreements with our business partners in joint R&D activities and other third parties who
may have access to our proprietary information.

Nevertheless, these agreements and clauses may not provide meaningful protection or
adequate remedies in the event of unauthorized use or disclosure of proprietary
information. An employee or a third party could make an unauthorized disclosure of our
proprietary confidential information, whether intentionally or inadvertently, and a
competitor could make use of such information and our competitive position could be
compromised, in spite of any legal action we might take against persons making such
unauthorized disclosures. We may not have adequate remedies for any breach, and our
trade secrets, proprietary know-how and other non-patentable technology could otherwise
become known to, or be independently developed by, our competitors.

We may be exposed to infringement or misappropriation claims by or disputes with third
parties, which could cause us to lose significant rights and pay substantial damages.

The medical device and pharmaceutical industries are litigious with respect to intellectual
property rights, in particular patents. Companies operating in our industries routinely seek
patent protection for their product designs, and many of our principal competitors have
large patent portfolios. Companies in the medical device and pharmaceutical industries
have used intellectual property litigation to gain competitive advantage. Whether a product
infringes a patent involves an analysis of complex legal and factual issues, the
determination of which is often uncertain.

Although we search third parties’ intellectual property rights prior to beginning any
development projection, our products and technologies and any uses of our products and
technologies could infringe third-parties’ intellectual property rights. From time to time,
we may be subject to legal proceedings and claims alleging infringement of patents,
trademarks or copyrights, or misappropriation of creative ideas or formats, or other
infringement of proprietary intellectual property rights. Any such proceedings and claims
could result in significant costs to us and divert the time and attention of our management
and technical personnel from our business operations.

In addition, our employees could have used third parties’ proprietary know-how or trade
secrets during their employment with us, which could result in litigation against us. Prior
to our development of major new products, our competitors may make filings for patent
protection that not publicly available and which our new products may infringe.

If third parties successfully assert their intellectual property rights against us, we might be
barred from using certain aspects of our technology or barred from developing and
commercializing certain products, or we may be required to pay burdensome royalties to
license their products. If we are unsuccessful in defending against allegations that we have
infringed, misappropriated or otherwise violated intellectual property rights of others, we
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may be forced to pay substantial damage awards to the plaintiff. Our efforts to identify and
avoid infringing on third parties’ intellectual property rights may not be successful, the
failure of which may have a material adverse effect on our business, financial condition
and results of operations.

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

Our inventory consists of raw materials, and work-in-progress and finished goods. To
operate our business successfully and meet our customers’ demands and expectations, we
must manage our inventory effectively to ensure immediate delivery when required. We
regularly monitor our inventory to ensure timely supply and reduce the risk of
overstocking. We maintain our inventory levels based on our internal forecasts which are
inherently uncertain. In 2019, 2020 and 2021, our inventory turnover days were 149 days,
165 days and 146 days, respectively. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources—Cash
Flows—Net Cash Flows from Operating Activities.” We may be exposed to increased
inventory risks due to accumulated excess inventory of our products or raw materials,
some of which are subject to expiration. Excess inventory levels may increase our
inventory holding costs, obsolescence risks or potential impairment loss. On the other
hand, if our forecasted demand is lower than actual level, we may not be able to maintain
an adequate inventory level of our products or manufacture our products in a timely
manner and may lose sales and market share to our competitors.

Furthermore, as we will not be able to recoup our cash paid for raw materials during the
production process until the finished products are sold to customers and the purchase price
is settled, our business is subject to considerable working capital requirements. If our
inventory level increases substantially in the future, our financial condition and cash flows
could be adversely affected.

We depend substantially on the continued efforts of our senior executives, key R&D
personnel and key sales and marketing personnel, and our business and prospects may
be severely affected if we lose their services.

Our future success depends heavily upon the continued services of our senior executives,
key R&D personnel and key sales and marketing personnel. We rely on the expertise and
experience of our senior management team, particularly the expertise and experience
relating to the healthcare industry. If we lose the services of any senior executive, we may
not be able to identify suitable or qualified replacements in time and may incur additional
expenses to recruit and train new personnel, which could severely disrupt our business and
prospects and delay our expansion strategies and plans. Furthermore, if any of our
executive officers joins a competitor or forms a competing company, we may lose a
significant number of our existing customers and potentially lose our R&D achievements,
or lose any lead, competitive position, proprietary know-how or achievements that we have
managed to attain in our R&D capabilities, which could have a material adverse effect on
our business and results of operations.

Meanwhile, our R&D team is critical to the development and commercialization of
medical device and pharmaceutical products, the provision of our medical care solutions
especially our Al-empowered ECG services, and realization of the potential benefits of our
intellectual property. In addition, success in the sale and distribution of our medical device
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and pharmaceutical products depend on the dedication and skills of our sales and
marketing personnel. Accordingly, our ability to attract and retain key personnel is a
critical factor in our competitiveness. Competition for these individuals could require us
to offer higher compensation and other benefits in order to attract and retain them, which
would increase our operating expenses and, in turn, materially and adversely affect our
financial condition and results of operations. If we are unable to attract or retain the
personnel required to achieve our business objectives, our business could be severely
disrupted.

If our internal risk management and control system is not adequate or effective, and if
it fails to detect potential risks in our business, our business, financial condition and
results of operations could be materially and adversely affected.

As a public company, we have established a risk management and internal control system
and implemented relevant policies and procedures that are designed to monitor and control
potential risk exposures relevant to our business operations. Nevertheless, due to the
inherent limitations in the design and implementation of such system, our internal control
system may not be sufficiently effective in identifying, managing and preventing all risks
if external circumstances change or extraordinary events take place. Furthermore,
integration of various business operations from our completed and potential future
acquisitions may give rise to additional internal control risks that are currently unknown
to us, despite our efforts to anticipate such issues. If our internal control system fails to
detect potential risks in our business as intended or is otherwise exposed to weaknesses
and deficiencies, our business, financial condition and results of operations could be
materially and adversely affected.

Our risk management and internal controls also depend on effective implementation by our
employees. There can be no assurance that such implementation by our employees will
always function as intended or such implementation will not involve any human errors,
mistakes or intentional misconduct. If we fail to implement our policies and procedures in
a timely manner, or fail to identify risks that affect our business with sufficient time to plan
for contingencies for such events, our business, financial condition and results of
operations could be materially and adversely affected.

Future acquisitions of or investment in businesses, products, technologies or know-how
could subject us to risks and uncertainties.

We plan to actively seek strategic opportunities for the acquisitions of businesses,
products, technologies or know-how that we believe would benefit our product
development, R&D capabilities, technologies or distribution networks. Our ability to grow
through acquisitions depends upon our ability to identify and integrate suitable targets and
to obtain necessary financing at commercially reasonable terms. Such acquisitions may
involve significant risks and uncertainties. In particular, we may experience:

. difficulties in integrating acquired companies, technologies, personnel or products
into our business, particularly different quality controls, customer services and other
business functions;

. delays or failure in realizing the benefits of the acquisitions because of, for example,
delays in receiving governmental approvals for products developed by the acquired
businesses;
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. diversion of our management’s time and attention from other business concerns;
. higher costs of integration than we anticipated;

. difficulties in retaining key employees of the acquired business; or

. goodwill write-offs.

An acquisition could also materially impair our results of operations by causing us to incur
debts, amortization costs, or impairment losses. We may also discover deficiencies in
internal controls, data adequacy and integrity, product quality, regulatory compliance and
liabilities in the businesses we acquire which we did not uncover prior to such acquisition.

Consequently, we may become subject to penalties, lawsuits or other liabilities. Any
difficulties in the integration of acquired businesses, products or technologies or
unexpected penalties, lawsuits or liabilities in connection with such businesses, products
or technologies could materially and adversely affect our business, financial condition and
results of operations.

Our business may be materially and adversely affected by adverse news, scandals or
other incidents associated with us, our employees, our shareholders and business
partners as well as the industries in which we operate.

Incidents that reflect doubt as to the quality or safety of medical device and pharmaceutical
products manufactured, distributed or sold by participants of the PRC medical device and
pharmaceutical industries, and the quality or safety of the services provided by participants
of the PRC healthcare service industry, have been, and may continue to be, subject to
widespread media attention. Such incidents may damage the reputation of not only the
parties involved, but also the whole industry in general, even if such parties or incidents
have no relation to us, our directors, supervisors, executive officers, other employees or
shareholders. Such negative publicity may indirectly and adversely affect our reputation
and business operations. In addition, incidents not related to product quality or safety, or
other negative publicity, regulatory actions, administrative penalties or scandals
implicating us, our employees, shareholders or business partners, regardless of merit, may
also have an adverse impact on us and our reputation and corporate image.

Our insurance coverage may be inadequate to protect us from all the liabilities we may
incur.

We operate in the medical device, pharmaceutical and medical care solutions industries,
which involve numerous operating risks. We maintain property all risks insurance to
protect the loss of fixed assets such as machinery, equipment and inventory due to events
such as theft and natural disasters. We believe these insurance policies are consistent with
industry standards.

Meanwhile, we do not maintain business interruption insurance. There can be no assurance
that our insurance coverage is sufficient to compensate us for our actual losses. To the
extent that such losses or payments are not insured or the insured amount is not adequate,
the loss may materially and adversely affect our business, financial condition and results
of operations.

— 50 -



RISK FACTORS

If we determine our goodwill to be impaired, our financial condition and results of
operations may be adversely affected.

We recorded goodwill derived from acquisitions. As of December 31, 2019, 2020 and
2021, we had goodwill of RMB2,718.8 million, RMB2,771.6 million and RMB3,273.5
million, respectively, representing 17.1%, 15.3% and 15.8% of our consolidated total
assets, respectively. In 2019, we recognized impairment losses on goodwill of RMB108.0
million. Goodwill is not amortized but it is tested for impairment at each balance sheet
date, or more frequently if events or changes in circumstances indicate that it might be
impaired, and is carried at cost less accumulated impairment losses. The value of goodwill
is determined based on a number of assumptions made by the management. If any of these
assumptions do not materialize, or if the performance of our business is not consistent with
such assumptions, we may be required to have a significant write-off of our goodwill and
record a significant impairment loss. Furthermore, our determination on whether goodwill
is impaired requires an estimation of the value-in-use of the cash-generating units to which
the goodwill is allocated, which depends on the expected future cash flows from the cash
generating units. If we determine the expected future cash flow to decrease, our goodwill
may be impaired. Any significant impairment of goodwill could have a material adverse
effect on our business, financial condition and results of operations.

We are exposed to fair value change for financial instruments measured at fair value
through profit or loss.

We carried certain financial instruments measured at fair value as of December 31, 2019,
2020 and 2021, due to our investments. Fair value of such financial instruments was
determined by various applicable valuation techniques, including market approach, income
approach and cost approach. Major assumptions used in the valuation include historical
financial performance, market trading condition, expected growth rates and estimates of
weighted average cost of capital and other assumptions. Such valuations are inherently
uncertain, may fluctuate over short periods of time and may be based on estimates; our
determinations of fair value may differ materially from the values that would have been
used if a ready market for these financial instruments existed. Any adverse fair value
changes may directly impact our income statements, and our financial position and results
of operations could be adversely affected if our determinations turn out to be inaccurate.

The enforcement of Chinese labor contract law, social insurance law and other labor
related regulations may adversely affect our business, financial condition and results of
operations.

Pursuant to the Labor Contract law of the PRC and its implementation rules, employers are
subject to strict requirements in terms of signing labor contracts, minimum wages,
remuneration, overtime limitations, term of probation and unilateral termination. In the
event that we decide to terminate the employment of some of our employees or otherwise
change our employment or labor practices, the Labor Contract Law and its implementation
rules may limit our ability to effect those changes in a desirable or cost-effective manner,
which could adversely affect our business and results of operations. In addition, according
to the Social Insurance Law of the PRC, employees must participate in pension insurance,
work-related injury insurance, medical insurance, unemployment insurance and maternity
insurance and the employers must, together with their employees or separately, pay the
social insurance premiums for such employees.
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As the interpretation and implementation of the Labor Contract Law, the Social Insurance
Law and other labor related regulations are still evolving, there can be no assurance that
our employment practice do not and will not violate labor-related laws and regulations in
the PRC, which may subject us to labor disputes or government investigations. If we are
deemed to have violated relevant labor-related laws and regulations, we could be required
to provide additional compensation to our employees and our business, financial condition
and results of operations could be adversely affected.

The assumptions made in preparing the financial targets included in this Prospectus
may prove incorrect, incomplete or inaccurate and our results may differ materially from
the financial targets.

Our financial targets for the year ending December 31, 2022 included in this Prospectus
with respect to revenue and revenue growth reflect numerous assumptions made by our
management. These assumptions relate to commercial expectations and a number of
external factors, including political, legal, fiscal, market and economic conditions and
applicable legislation, all of which are difficult to predict and are beyond our control.
Accordingly, the assumptions made in preparing the financial targets and outlook could
prove incorrect, incomplete or inaccurate and there may be differences between our actual
and projected results, which could be material and impact the price of our A Shares and
GDRs. The inclusion of the financial targets and outlook in this Prospectus should not be
regarded as an indication that we consider such financial targets to be achievable or any
outlook to be reliable predictions of future events. Accordingly, investors should not place
undue reliance on any of the statements set forth under “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—OQutlook for the Year Ending
December 31, 2022.”

Risks Relating to the PRC

Changes in the economic, political and social conditions in the PRC may have a material
adverse effect on our business, financial condition and results of operations.

A substantial majority of our assets are located in China and a majority of our operating
revenue is derived from our business in China. Accordingly, our business, financial
condition, results of operations and prospects are, to a material extent, subject to
economic, political and legal developments in the PRC. In particular, factors such as
consumer, corporate and government spending, business investment, volatility of the
capital markets and inflation could affect the business and economic environment, the
growth of the PRC’s healthcare industry and ultimately, the profitability of our business.
The PRC economy differs from the economies of developed countries in many respects,
including, among other things, government involvement, level of economic development,
growth rate, foreign exchange controls and resources allocation.

In recent years, the PRC government has implemented measures emphasizing the
utilization of market forces in economic reform and the establishment of sound corporate
governance practices in business enterprises. These economic reform measures may be
adjusted or modified, or applied inconsistently, from industry to industry or across
different regions of the country. If the business environment in China changes, our
business in China may also be materially and adversely affected.
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The PRC legal system is evolving and may have uncertainties that could limit the legal
protection available to us and investors.

Our Company is incorporated under the laws of the PRC. The PRC legal system is based
on written statutes. Since the late 1970s, the PRC government has promulgated laws and
regulations dealing with economic matters, such as foreign investment, corporate
organization and governance, commerce, taxation and trade, with a view towards
developing a comprehensive system of commercial law. However, as many of these laws
and regulations are relatively new and continue to evolve, these laws and regulations may
be subject to different interpretation and inconsistently enforced. In addition, there is a
limited volume of published court decisions, which may be cited for reference but are not
binding on subsequent cases and have limited precedential value unless the Supreme
People’s Court otherwise provides. These uncertainties relating to the interpretation and
implementation of PRC laws and regulations may adversely affect the legal protections and
remedies that are available to investors and us.

Investors may have limited recourse against us or our Directors, Supervisors and senior
management members who reside in the PRC.

Our Company’s main presence outside Switzerland may limit the legal recourse of
investors against us or our Directors, Supervisors or senior management members. Our
Company is incorporated under the laws of the PRC and a substantial majority of its assets
and subsidiaries are located in the PRC. In addition, almost all of our Company’s
Directors, Supervisors and senior management members reside within the PRC and the
assets of these Directors, Supervisors and senior management members are likely to be
located within the PRC. As a result, it may not be possible to effect service of process
within Switzerland or elsewhere outside the PRC upon our Company’s Directors,
Supervisors and senior management members. Moreover, the PRC has not entered into
treaties or arrangements providing for the recognition and enforcement of judgments made
by courts of Switzerland or most other western countries. As a result, recognition and
enforcement in the PRC of judgments of a court in any of these jurisdictions in relation to
any matter that is not subject to a binding arbitration provision may be difficult or
impossible. These limitations may deprive investors of effective legal recourse for claims
related to their investments in the GDRs.

Government control of currency conversion and future movements in exchange rates
may adversely affect our business, financial condition, results of operations and
prospects.

Conversion and remittance of foreign currencies are subject to the Chinese foreign
exchange regulations. There can be no assurance that under a certain exchange rate, we
shall have sufficient foreign exchange to meet our foreign exchange needs. Under the
Chinese current foreign exchange control system, foreign exchange transactions under the
current account conducted by us, including the payment of dividends, do not require
advance approval from the SAFE, but we are required to present relevant documentary
evidence of such transactions and conduct such transactions at designated foreign
exchange banks within the PRC that have the licenses to carry out foreign exchange
business. Foreign exchange transactions under the capital account, however, normally need
to be approved by or registered with the SAFE or its local branch unless otherwise
permitted by law. The Chinese government may also at its discretion restrict access in the
future to foreign currencies for current account transactions. Any insufficiency of foreign
exchange may restrict our ability to obtain sufficient foreign exchange for dividend
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payments to shareholders or satisfy any other foreign exchange obligation. If we fail to
obtain approvals from the SAFE to convert RMB into any foreign exchange for any of the
above purposes, our potential offshore capital expenditure plans and even our business
may be materially and adversely affected.

Risks Relating to the GDRs and the Offering

There has been no prior public trading market for the GDRs and very few companies
with global depositary receipts listed in general and an active trading market may not
develop or be sustained in the future.

Prior to the Offering, there has been no public market for the GDRs and very few
companies with global depositary receipts have been listed and publicly traded on a Swiss
stock exchange. There can be no assurance that an active trading market for the GDRs and
global depositary receipts in general will develop or be sustained after the Offering.
Further, there can be no assurance that the price at which the GDRs will trade in public
markets subsequent to the Offering will not be lower than the final Offer Price. In the past,
the prices of global depositary receipts offered publicly for the first time have been subject
to considerable fluctuations that may not have reflected the business, results of operations,
financial condition and prospects of the issuing company, and there has been often a
discount of the price of global depositary receipts (taking into account of the conversion
ratio) compared to the price of the underlying A shares traded on PRC stock exchanges. If
an active trading market is not developed or maintained, the liquidity and trading price of
the GDRs could be adversely affected. The market price of the GDRs could be affected by
adverse developments affecting the general economic or investment climate. Geopolitical
factors such as war or acts of terrorism or a pandemic or political tension may indirectly
affect the market price of the GDRs. If an active market of the GDRs fails to develop and
continue after the Offering, investors may not be able to resell their GDRs at or above the
Offer Price. In addition, there can be no certainty as to the basis on which market makers
will provide liquidity in the secondary market, which could negatively affect the terms on
which investors are able to transact in the GDRs.

The market price of the GDRs can be highly volatile.

Investors may not be able to resell their GDRs at or above the Offer Price, or at all, as the
market price of the GDRs after the Offering may be adversely affected by factors within
or outside our control, including variations in our results of operations, market conditions,
or changes in government relations or relevant regulations in relevant jurisdictions. Market
fluctuations, as well as economic conditions and geopolitical factors, may adversely affect
the market price of the GDRs. In addition, noting that the settlement of redemptions of
GDRs through a Designated Broker (where the Designated Broker sells the underlying A
Shares on the Shenzhen Stock Exchange) may take place on either a two-trading day
rolling basis or a three-trading day rolling basis (which may therefore be a slightly longer
settlement cycle than the usual two-trading day rolling basis and at times such period may
be further prolonged by public holidays in relevant jurisdictions), price volatility may
increase the risk of failed trades occurring. This one trading day difference is due to the
requirement in China for A Shares to be pre-delivered for selling purpose and the time it
takes to effect a non-trade transfer of A Shares from the Depositary to the Designated
Broker before the Designated Broker can sell A Shares on the Shenzhen Stock Exchange.
Therefore, investors redeeming GDRs may be subject to one day market risk in China
where the relevant Designated Broker does not hold any inventory of A Shares.
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Certain of the regular and ad hoc announcements will be made public by the Company
after close of trading of the underlying A Shares on the Shenzhen Stock Exchange, but
prior to commencement of trading of GDRs on SIX Swiss Exchange, and overseas
investors will react first on such announcements ahead of the PRC investors and they may
react in a different way than the PRC investors and accordingly the market for GDRs may
become more volatile than expected.

The capital markets have experienced extreme volatility and disruption over the past few
years and in particular in the past few months. In some cases, the markets have produced
downward pressure on stock prices for certain issuers seemingly without regard to those
issuers’ underlying financial performance or strength. Several factors could cause the
market price for the GDRs to fluctuate substantially in the future, including, without
limitation:

the liquidity of the market for the GDRs;
. the trading hours for the GDRs at SIX Swiss Exchange;

. the availability of the Designated Brokers and their capacity to create and redeem the
GDRs;

. end of the 120 days lock-up restriction for redemption of the GDRs;

. actual or anticipated sales of substantial amounts of GDRs or A Shares by the Group
or other shareholders into the marketplace;

. announcements of developments related to our business;

. actual or anticipated fluctuations in our financial results and results of operations;
. negative developments affecting our reputation or business relationships;

. changes of general or perceived conditions in our targeted markets;

. a shortfall in our operating profit or earnings compared to securities analysts’
expectations;

. changes in securities analysts’ recommendations or projections;
. additions and departures of key personnel;

. strategic decisions by us or our competitors, such as acquisitions, divestitures,
spin-offs, joint ventures, strategic investments or changes in business strategy;

. adverse perception of our announcement of new acquisitions or other projects;
. speculation in the press or investment community;

. changes in accounting principles;

. general adverse market sentiment;

. extraneous geopolitical factors, including increased regulations; and

. implementation of new laws or regulations or changes in interpretations of existing
laws and regulations, including listing rules.
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Future sales of GDRs or A Shares could depress the market price of the GDRs.

Sales of substantial amounts of GDRs or A Shares (which are listed on the Shenzhen Stock
Exchange) following the completion of the Offering, or the perception that these sales will
occur, could adversely affect the market price of the GDRs.

Future issues of A Shares or debt securities that are convertible into equity may dilute
the holdings of shareholders of the Company and/or GDR holders.

In order to raise funding in the future, the Company may issue additional new Shares,
including in the form of A Shares and GDRs or debt securities that are convertible into
equity and the terms may include liquidation or other preferences that adversely affect the
rights of GDR holders. There can be no assurance that any additional new Shares of the
Company will be issued by way of rights issue. Holders of the GDRs may not have any
pre-emptive rights with respect to any new equity issuances by the Company. Accordingly,
if and when the Company issues A Shares or debt securities that are convertible into equity
in the future, the percentage holding of a shareholder and, indirectly, a GDR holder in the
Company (and, therefore, the economic investment made by the shareholder and,
indirectly, a GDR holder) will be diluted if such shareholder or, indirectly, GDR holder,
does not acquire its proportional entitlement of additional new A Shares or GDRs (as the
case may be), and the terms may include liquidation or other preferences that adversely
affect the rights of a GDR holder.

The Company’s ability to pay dividends in the future depends, amongst other things, on
the Group’s financial performance and is therefore not guaranteed.

To the extent that the Company pays dividends, the distribution of dividends will be
dependent upon a number of factors, including the future profit, financial position,
statutory reserve requirements, the amount of distributable reserves, available credit of the
Company and general economic conditions and other factors that the Directors deem
significant from time to time. Subject to the PRC Company Law and other relevant laws
and regulations and the Articles of Association, the Company may distribute dividends
based on a portion of its profits attributable to its shareholders of the relevant year, and any
dividends distributed in cash shall not be less than 25% of the profits attributable to its
shareholders of the relevant year if it is profitable for the relevant year and the
accumulated undistributed profit is positive. For further details, see “Dividends and
Dividend Policy.” However, the Company is allowed to amend its Articles of Association
with the approval of more than two thirds of its shareholders. Further, the Company’s
ability to declare and pay cash dividends may be restricted by, amongst other things,
covenants in any credit facilities that the Company may enter into in the future, the
recovery of any accumulated losses in the future and provisions of PRC law. Therefore,
there can be no assurance that any dividend will be paid, nor can there be an assurance as
to the amount, if any, which will be paid in any given year, and GDR holders may not
receive any return on their investment in the GDRs unless they sell their GDRs or redeem
the GDRs through a Designated Broker at a price greater than that which they paid for
them.

Further, as a portion of the Company’s business is undertaken through its subsidiaries,
distributions from these companies contribute to the Company’s cash flows. A material
decline in operating revenue generated by the Company’s subsidiaries or the occurrence of
a material investment by the Company in relation to any subsidiary could impact the
Company’s ability to make distributions to its shareholders and GDR holders. In addition,
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in the event of the insolvency, bankruptcy, liquidation, dissolution or winding-up of a
subsidiary, secured and unsecured creditors of the subsidiary will have the right to be paid
before any distributions are made to the Company. These factors could have a material
adverse effect on the Company’s ability to pay dividends to its shareholders and GDR
holders.

Following the Offering, holders of A Shares may not be able to deposit the A Shares in
the Company’s GDR facility in order to receive or sell GDRs, and changes in regulatory
policy in the PRC with respect to the placement and circulation of the A Shares outside
the PRC in the form of GDRs or otherwise may negatively affect the market for the
GDRs being offered.

Whenever the A Shares deposited with the Depositary against issuance of GDRs represent
(or, upon accepting any additional A Shares for deposit, would represent) a percentage
exceeding any limit communicated to the Depositary by the Company and established by
any applicable law, directive, regulation or permit, or trigger any condition for the making
of any filing, application, notification or registration or for obtaining any approval, license
or permit under any applicable law, directive or regulation, or for taking any other action,
the Company may instruct the Depositary to close its books to deposits of additional A
Shares to prevent such thresholds or limits being exceeded or conditions being satisfied
and the Depositary may take such steps as it deems necessary or desirable to comply with
any such law, directive or regulation or permit, including but not limited to the cancelation
of GDRs and withdrawal of A Shares or the sale or other disposal of A Shares underlying
the GDRs.

In its approval dated September 1, 2022, the CSRC stated that the total number of A Shares
represented by the GDRs to be offered may not exceed 180,458,875, and the total number
of GDRs to be offered by our Company in the Offering may not exceed 36,091,775, subject
to adjustment in the event of certain corporate actions.

The liquidity of, and market for, the GDRs could be adversely affected in the event that
the Depositary closes its books to deposits of additional A Shares.

Voting rights with respect to the A Shares represented by the GDRs are limited by the
terms of the Deposit Agreement and the relevant requirements of the PRC laws.

The holders of the GDRs (in their capacity as GDR holders) will have no direct voting
rights with respect to the A Shares represented by the GDRs. They will be able to exercise
voting rights with respect to the A Shares represented by the GDRs only in accordance with
the provisions of the terms and conditions of the GDRs and the relevant requirements of
the laws of the PRC generally applicable to all shareholders of the Company. Please see
“Terms and Conditions of the Global Depositary Receipts.” There are, therefore, practical
limitations upon the ability of the holders of the GDRs to exercise their voting rights due
to the additional procedural steps involved in communicating with them.

To exercise their voting rights, the holders of the GDRs must instruct the Depositary on
how to vote the A Shares represented by the GDRs they hold. Because of these additional
procedural steps involving the Depositary, the process for exercising voting rights may
take longer for holders of the GDRs than for holders of the A Shares, and the Company
cannot assure the holders of the GDRs that they will receive voting materials in time to
enable them to return voting instructions to the Depositary in a timely manner. The GDRs
for which the Depositary does not receive timely, legible and clear voting instructions will
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not be voted and the Depositary will not exercise any discretion as to voting and will not
vote or attempt to exercise the right to vote the A Shares, except pursuant to the voting
instructions received from holders.

The Depositary is only required to execute the voting instructions of the holders of GDRs
insofar as practicable and as permitted under applicable law. Holders of GDRs (in their
capacity as GDR holders) will not be able to instruct the Depositary to: (i) introduce
proposals for the agenda of shareholders’ meetings or request that a shareholders’ meeting
be called; or (i1) nominate candidates for the Board of Directors or certain other of the
Company’s governance bodies, unless the Company first provides written consent for the
Depositary to do so. However, if holders of GDRs also hold A Shares, they may be able
to introduce proposals, request that a shareholder meeting be called or nominate candidates
in their capacity as shareholders if their shareholding reaches the required threshold.

GDR holders will not be able to redeem their GDRs and hold the underlying A Shares
in their onshore accounts or have the underlying A Shares held on their behalf by a
Designated Broker.

Foreign investors are generally not able to hold A shares in Chinese companies pursuant
to restrictions under PRC law, subject to certain limited exemptions, such as for Qualified
Foreign Investors (“QFIs”). GDR holders will not be permitted to redeem their GDRs and
directly hold the underlying A Shares. If GDR holders that are QFIs (or are otherwise able
to hold A Shares through another exemption) wish to hold A Shares instead of GDRs (for
example, in order to exercise any of the rights that holders of A Shares have but which
GDR holders do not), they would need to sell some or all of their GDRs (either on SIX
Swiss Exchange or another legitimate trading venue) or by redeeming their GDRs and
selling the underlying A Shares on the Shenzhen Stock Exchange) and separately buy A
Shares on the Shenzhen Stock Exchange (or another legitimate trading venue) to be held
in a separate (existing or newly established) account.

The fungibility of the GDRs and the A Shares is dependent on the availability of
Designated Brokers.

One of the features of the GDRs listed on SIX Swiss Exchange is that GDR holders will
be able to redeem their GDRs by selling the underlying A Shares through a Designated
Broker (although, as noted above, investors will not be able to directly hold the underlying
A Shares or have the underlying A Shares held on their behalf by a Designated Broker).
Pursuant to the DR Provisions, the redemption of GDRs and subsequent sale of underlying
A Shares may only be facilitated by certain Designated Brokers. Designated Brokers will
be members of SIX Swiss Exchange (or otherwise designated by SIX Swiss Exchange) and
designated by the Shenzhen Stock Exchange who hold accounts with members of the
Shenzhen Stock Exchange enabling them to create or redeem GDRs by buying or selling
the underlying A Shares on the Shenzhen Stock Exchange (subject to quotas imposed by
relevant regulators, as described below). However, there can be no assurance that any
Designated Broker will have sufficient capacity on any given trading day to facilitate the
redemption of GDRs.

This mechanism is intended to provide cash fungibility between the GDRs and the A
Shares by enabling investors or their brokers to place sell or redemption orders with
Designated Brokers who are able to seek the best price for the securities from either
market.
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The Shenzhen Stock Exchange has approved four brokers to act as Designated Brokers
under the Stock Connect Scheme, but as of the date of the Prospectus, not all of them have
been designated by SIX Swiss Exchange. The PBOC and the SAFE have published the
Administrative Measures on Cross-border Funds under Depositary Receipts (For Trial
Implementation) in May 2019, which requires the Designated Brokers to file certain
documents and register with the SAFE. Pursuant to their SAFE registration, each
Designated Broker will be subject to restrictions relating to, amongst other things, the
types of securities such Designated Broker can deal in (such as the A shares underlying
GDRs, money market funds and treasury bills, and other securities as specifically approved
by the CSRC) as well as inventory-related quotas on the maximum number and value of
cash and securities held by such Designated Broker and foreign exchange-related quotas
on the cumulative net inflow of funds into the PRC in connection with the redemption and
creation of GDRs executed by such Designated Broker (which are not expected to give rise
to any material risk to GDR holders). Prior to the expansion of the Stock Connect Scheme
to SIX Swiss Exchange, the cross-border currency flow under the Stock Connect Scheme
is managed under a general quota, where the currency flow under west-bound GDR listings
shall not exceed RMB300 billion, and the daily inventory-related quota for each
Designated Broker is RMB500 million. It is expected that rules relating to the quotas will
be maintained and may be further amended following the expansion of the Stock Connect
Scheme so that the quota will be set at a sufficiently high level (both individually and in
aggregate) to facilitate GDR holders to create or redeem GDRs through the Designated
Brokers in the manner described above.

However, there can be no guarantee that the Designated Brokers will have enough capacity
to facilitate the creation or redemption of GDRs between SIX Swiss Exchange and
Shenzhen Stock Exchange or that the number of Designated Brokers will increase over
time and any failure to do so may restrict the ability of GDR holders to redeem their GDRs
by selling the underlying A Shares through a Designated Broker to investors in the PRC,
thus limiting the available capital pool and, as a result, may mean GDR holders cannot
obtain the highest possible cash value for their GDRs. In addition, Designated Brokers will
be able to set their own pricing terms and if the number of Designated Brokers fails to
increase, or decreases, over time, this may result in the fees payable to Designated Brokers
becoming more expensive, potentially increasing costs for GDR holders when either
buying GDRs by requesting a Designated Broker to buy A Shares on the Shenzhen Stock
Exchange and instruct the Depositary to create GDRs representing such A Shares or selling
GDRs by requesting a Designated Broker to redeem their GDRs and sell the underlying A
Shares on the Shenzhen Stock Exchange.

GDR holders will not be able to sell their GDRs by instructing a Designated Broker to
redeem their GDRs and sell the underlying A Shares for a period of 120 days following
the First Day of Trading or during any period when trading in the A Shares on the
Shenzhen Stock Exchange is suspended and this may give rise to price risk to GDR
holders.

The GDRs and A Shares are separate securities and there may be a price difference
between the trading price of the GDRs (taking into account of the conversion ratio) on SIX
Swiss Exchange and the trading price of the A Shares on the Shenzhen Stock Exchange.
Whilst GDR holders will not be able to redeem their GDRs and directly hold the
underlying A Shares or have the underlying A Shares held on their behalf by a Designated
Broker, pursuant to the DR Provisions, investors will (subject to the below) be able to sell
their GDRs by instructing a Designated Broker to redeem their GDRs through selling the
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underlying A Shares on the Shenzhen Stock Exchange. However, in accordance with the
DR Provisions, GDRs subscribed for by investors in the Offering may not be redeemed
within 120 days following the First Day of Trading. For this purpose, the redemption
means that the GDR holders will deliver GDRs through a Designated Broker to the
Depository which will cancel the GDRs and effect a non-trade transfer of the underlying
A Shares of the GDRs to the Designated Broker which will then sell the underlying A
Shares on the Shenzhen Stock Exchange and repatriate the cash, less costs and applicable
taxes to the GDR holders.

Trading in the A Shares on the Shenzhen Stock Exchange may also be suspended from time
to time. The Company may apply to the Shenzhen Stock Exchange for a suspension of
trading in its A Shares for a number of reasons (such as where the Company forecasts that
it would be difficult to maintain the confidentiality of any material and disclosable
information, the disclosure of which would have, or already has had, a significant impact
on the price of the A Shares). The suspension of trading in A Shares does not necessarily
lead to the suspension on trading in GDRs and vice versa. During the period of any such
trading suspension, it is expected that trading in the GDRs on SIX Swiss Exchange will
continue. However, during any such period, the redemption or creation of GDRs by the
Depositary may be delayed or restricted. In addition, the trading price of A Shares on a
trading day will be subject to a limit of 20% increase or decrease based on the closing price
of the previous trading day.

This may give rise to price risk to GDR holders. To the extent that the trading price of the
A Shares is higher than the trading price of the GDRs (taking into account of the
conversion ratio), GDR holders may not be able to take advantage of such higher price for
the 120 days following the First Day of Trading or during any period when trading in the
A Shares on the Shenzhen Stock Exchange is suspended. For such period, GDR holders
will not be able to sell their GDRs by instructing a Designated Broker to redeem the GDRs
and sell the underlying A Shares on the Shenzhen Stock Exchange and GDR holders will
only be able to sell their GDRs through SIX Swiss Exchange or another legitimate trading
venue. The DR Provisions also restrict transfers of GDRs by the Company’s controlling
shareholder, actual controller or entities under their control for a period of 36 months from
the First Day of Trading. As at June 30, 2022, Mr. PU Zhongjie is the actual controlling
person of the Company. On the other hand, to the extent that the trading price of the A
Shares is higher than the trading price of the GDRs (taking into account the conversion
rate) upon expiry of the 120 days following the First Day of Trading, a significant number
of GDR holders may wish to sell their GDRs by instructing a Designated Broker to redeem
the GDRs and sell the underlying A Shares on the Shenzhen Stock Exchange, in which
case, the liquidity of the trading of GDRs on SIX Swiss Exchange may be materially and
adversely affected. Where the trading price of A Shares on a trading day reaches the 20%
limit as described above, the Designated Broker may not be able to successfully buy or sell
the underlying A Shares for the purpose of creation or redemption of the GDRs.

Holders of the GDRs may be subject to exchange rate risk.

The GDRs are, and any dividends to be paid in respect of them will be, denominated in
USD. An investment in GDRs by an investor whose principal currency is not USD exposes
the investor to foreign currency exchange rate risk. Any depreciation of the USD in
relation to such foreign currency will reduce the value of the investment in the GDRs or
any dividends in foreign currency terms.
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Certain facts, statistics and information relating to the Group are derived from
publications not independently verified by the Group, the Joint Global Coordinators, the
Joint Bookrunners or their respective advisers.

Facts and statistics in this Prospectus relating to the PRC’s economy and the industries in
which the Group operate and information relating to the Group are derived from publicly
available sources and from the independent industry report prepared by Frost & Sullivan.
We engaged Frost & Sullivan to prepare an independent industry report in connection with
the Offering. While the Company has taken reasonable care to ensure that the facts and
statistics or information relating to the Group presented are accurately extracted from such
sources, such facts, statistics and information have not been independently verified by the
Company, the Joint Global Coordinators, the Joint Bookrunners or their respective advisers
and, therefore, none of them makes any representation as to the accuracy of such facts and
statistics or information, which may not be consistent with other information compiled
within or outside the PRC. Due to ineffective calculation and collection methods and other
problems, the facts and statistics herein may be inaccurate or may not be comparable to
facts and statistics produced for other economies and should not be unduly relied upon.

The regulatory regime of Swiss-listed global depositary receipts is new and might
change.

The regulatory regime of Swiss-listed global depositary receipts, including the rules
defining the Standard for Depository Receipts that form part of the Listing Rules, have
been overhauled and recently entered into force in July 2022, and the arrangement relating
to the clearing and settlement of the GDRs through Euroclear and Clearstream has not been
widely adopted by SIX Swiss Exchange for other listed equity securities. Given that we are
expected to be one of the first few companies to issue global depositary receipts listed and
traded on SIX Swiss Exchange, SIX Exchange Regulation does not have prior experience
with its regime on global depositary receipts. As a result, SIX Exchange Regulation may
continue to amend the current regime or certain rules if it deems it necessary or
appropriate. Changes in the regulatory regime for global depositary receipts may adversely
affect the rights of the GDR holders or the price of the GDRs.

Furthermore, the PRC law and the rules of the Shenzhen Stock Exchange are, in many
aspects, different from Swiss law and the rules of SIX Exchange Regulation. We may not
be able to predict every potential impact of Swiss law or the rules of SIX Exchange
Regulation applicable to us. GDR holders may have certain obligations under the Swiss
law which are otherwise not assumed by or applicable to holders of the underlying A
Shares. If we fail to obtain a waiver to release us from conflicting obligations either from
the competent authority in Switzerland or in the PRC, the rights of the GDR holders or the
price of the GDRs may be materially and adversely affected, and we may face fines or
other charges, which could adversely impact our business, financial condition and results
of operations.

The Offering may not be completed for various reasons and may be terminated.

The Offering may not be completed if certain conditions as set out in the Underwriting
Agreement are not fulfilled or certain representations and undertakings as set out in the
Underwriting Agreement are breached, please see “Offering and Sale—Underwriting.” In
such event, the Joint Global Coordinators, acting on behalf of the Managers, may terminate
the Offering at any time prior to the closing date whereupon the Offering becomes void and
transactions before the closing date will not be fulfilled. In the event of such termination,
investors suffering a loss have no right of compensation against the Managers or the
Company.
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You may not be able to recover in civil proceedings for United States securities law
violations.

The majority of the directors and executive officers of the Company are non-residents of
the US, and a significant portion of the assets of the Company and its subsidiaries and
those of their directors and executive officers are located outside the US. As a result, it
may not be possible for investors to effect service of process within the US upon the
Company or such persons to enforce judgments obtained in US courts against them.
Moreover, in light of recent decisions of the US Supreme Court, actions of the Company
may not be subject to the civil liability provisions of the federal securities laws of the US.
There is doubt as to the enforceability in Switzerland of original actions, or in actions for
enforcement of judgments of US courts, of civil liabilities to the extent predicated upon the
federal and state securities laws of the United States. Original actions against persons in
Switzerland based solely upon the US federal or state securities laws are governed, among
other things, by the principles set forth in the Swiss Federal Act on International Private
Law of December 18, 1987, as amended (“PILA”). In addition, mandatory provisions of
Swiss law may be applicable regardless of any other law that would otherwise apply.

The US and Switzerland do not have a treaty providing for reciprocal recognition and
enforcement of judgments, other than arbitral awards, rendered in civil and commercial
matters. There is, therefore, doubt as to the enforceability in Switzerland of civil liabilities
based upon US securities laws in an action to enforce a US judgment in Switzerland. In
addition, the enforcement in Switzerland of any judgment obtained in a US court based on
civil liabilities, whether or not predicated solely upon US securities laws, will be subject
to certain conditions. The recognition and enforcement of a judgment of the courts of the
United States in Switzerland is governed by the principles set forth in the PILA. The PILA
provides in principle that a judgment rendered by a non-Swiss court may be enforced in
Switzerland only if (i) the non-Swiss court had jurisdiction pursuant to the PILA; (ii) the
judgment of such non-Swiss court has become final and non-appealable; (iii) the judgment
does not contravene Swiss public policy; (iv) the court procedures and the service of
documents leading to the judgment were in accordance with due process principles; and (v)
no proceeding involving the same position and the same subject matter was first brought
in Switzerland, or adjudicated in Switzerland, or was earlier adjudicated in a third state and
this decision is recognizable in Switzerland. There is also doubt that a Swiss court would
have the requisite power or authority to grant remedies sought in an original action brought
in Switzerland on the basis of US securities laws. Awards of punitive damages in actions
brought in the US or elsewhere may be unenforceable in Switzerland.

If the EU Commission does not grant SIX Swiss Exchange equivalence under MiFID
II/MiFIR, trading of the GDRs outside of Switzerland could be impacted.

On January 3, 2018, EU Directive 2014/65/EU (“MiFID II”) and EU Regulation No
600/2014 (“MIiFIR”) were implemented in the EU with the aim to increase market
transparency. MiFIR Article 23 introduced an obligation for European investment firms to
trade shares on (i) a trading venue in the EU or (ii) an equivalent third-country trading
venue. Importantly, this obligation covers all equity securities (i) admitted to trading on a
regulated market or traded on a trading venue in the EU (this condition captures most of
the equity securities listed on SIX Swiss Exchange as such equity securities are often also
admitted to trading on a regulated market or traded on a trading venue in the EU) and (ii)
traded on such EU trading venues in a way that is not non-systematic, ad-hoc, irregular or
infrequent. Therefore, Switzerland’s stock exchanges require equivalent third-country
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status under MiFID II/MiFIR in order for EU trading participants to be able to directly
access Swiss stock exchanges and trading venues for applicable equity securities. On June
30, 2019, the market equivalence for Switzerland’s stock exchanges granted by the EU
commission expired.

On June 27, 2019, the Swiss Federal Department of Finance (“FDF”) announced that it
was activating the measures adopted by the Swiss Federal Council pursuant to an
ordinance enacted to protect the Swiss stock exchange infrastructure on November 30,
2018, called the “Ordinance on the Recognition of Foreign Trading Venues for the Trading
of Equity Securities of Companies with Registered Office in Switzerland” (the
“Ordinance”). As a result of these protective measures, with effect from July 1, 2019,
trading venues in the EU are prohibited under Swiss law from offering or facilitating
trading in equity securities (including shares) of companies (i) with registered offices in
Switzerland and (ii) whose equity securities are listed on a Swiss stock exchange or are
traded on a Swiss trading venue (“Swiss issuers”).

The Ordinance introduces a recognition obligation applicable to foreign trading venues if
they admit equity securities to trading or permit trading in such equity securities of Swiss
issuers. According to the Ordinance, FINMA will only grant recognition to such foreign
trading venues if (i) it is subject to appropriate regulation and supervision and (ii) the
jurisdiction in which the foreign trading venue is registered does not restrict market
participants from trading the equity securities of Swiss issuers on trading venues in
Switzerland, thereby materially adversely affecting the trading in such equity securities at
Swiss trading venues. If these conditions are not met, the foreign trading venue will not
be granted recognition by FINMA; consequently, these venues will not be allowed to offer
trading in the equity securities of Swiss issuers. On June 27, 2019, the FDF published an
updated list of such jurisdictions that have not met the necessary conditions under the
Ordinance. Currently, this list comprises only the member states of the EU, the result of
which means that no recognition can be granted to EU trading venues effective July 1,
2019.

The intended effect of the Ordinance is that trading in the majority of equity securities of
Swiss issuers will no longer occur on a regulated market or on a trading venue in the EU
after June 30, 2019 (since such regulated markets or trading venues in the EU will not be
granted recognition from FINMA). Thus, the share trading obligation and stock exchange
equivalence of MiFIR Article 23, no longer applies to the equity securities of Swiss
issuers. As a result, eligible EU market participants can continue to trade the shares of
Swiss issuers on Swiss trading venues without breaching EU laws. The same would apply
even if a certain trading volume with Swiss issuer equity securities remains on EU trading
venues, so long as such trading occurs non-systemically, ad hoc, irregularly and
infrequently. However, while the equity securities of Swiss issuers continue to trade on
Swiss stock exchanges and trading venues, the volume of trading for certain equity
securities of Swiss issuers on foreign trading venues (to the extent the equity securities are
admitted to trading) could be impacted, which could affect the price of shares of such
Swiss issuers. In addition, the Ordinance remains in effect only until December 31, 2025;
thus, the long-term impact for Swiss issuers and Swiss capital markets as well remains
uncertain until a solution on this topic can be reached with the EU Commission.
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PURPOSE OF THE OFFERING AND USE OF PROCEEDS

We believe the Offering and the listing of GDRs will help enhance our international profile
and fund our overseas expansion.

Assuming the sale of all Firm GDRs at an offer price of the mid-point of the Offer Price
Range, we expect to receive gross proceeds of between approximately US$148.8 million
(assuming no exercise of the Upsize Option) and US$221.0 million (assuming the Upsize
Option exercised in full) and net proceeds of between approximately US$144.5 million
(assuming no exercise of the Upsize Option) and US$215.7 million (assuming the Upsize
Option exercised in full), after deducting the total fees (including underwriting
commissions, assuming the discretionary fee is paid in full), costs and expenses payable
by us in connection with the Offering (inclusive of VAT).

We intend to use the net proceeds received from the Offering as follows:

. Approximately 40% of the net proceeds will be used for the implementation of our
global R&D initiatives, which include leveraging our key technological platforms to
launch our proprietary innovative products, conduct clinical studies overseas, and
commercialize our products to better meet patients’ needs globally;

. Approximately 20% of the net proceeds will be used for the establishment of
production sites overseas to increase our production capacity and support our product
supply globally;

. Approximately 10% of the net proceeds will be used to establish BD centers overseas
to support the acquisition of licenses and approvals for us and our products, and seek
opportunities to co-develop products empowered by leading technologies, conduct
sales and marketing activities of our products globally, and form strategic
collaboration with sales, marketing and distribution partners;

. Approximately 10% of the net proceeds will be used to build our sales and
distribution network globally with customer service capabilities to broaden our sales
channels and increase penetration into more medical and retail institutions to enhance
our brand awareness globally; and

. Approximately 20% of the net proceeds will be used to supplement our working
capital for general corporate purposes.

The foregoing use of proceeds may change in light of our evolving business needs,
regulatory environment and prevailing market conditions and in a way that is consistent
with our business strategies and in accordance with applicable laws. To the extent that the
net proceeds from the Offering are either more or less than expected, we will adjust our
allocation of the net proceeds for the above purposes on a pro rata basis.
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DIVIDENDS AND DIVIDEND POLICY

General

Holders of the GDRs will be entitled to receive future dividends, including any dividends
declared in respect of the financial year ending December 31, 2022 and in respect of any
subsequent period, provided dividends are declared. The distribution shall be made by the
Depositary to those Holders of GDRs who are Holders of record on the record date
established by the Depositary for that purpose (which shall be the same date as the
corresponding record date set by the Company or as near as practicable to any record date
set by the Company). Payments to Holders of dividends or other distributions or payments
made to Holders on or in respect of the Deposited Shares (as defined under “Terms and
Conditions of the Global Depositary Receipts”) will be subject to deduction of PRC and
other withholding taxes, if any, at the applicable rates. For details, see “Terms and
Conditions of the Global Depositary Receipts—9. Distribution of Any Payments” and
“Terms and Conditions of the Global Depositary Receipts—I1. Taxation and Applicable
Laws.”

Dividend Policy

We distribute dividends primarily in the form of cash, but may also distribute dividends in
the form of stock or a combination of cash and stock. Any proposed distribution of
dividends is subject to the discretion of the Board and the approval of the shareholders.
The Board may recommend a distribution of dividends in the future after taking into
account our Company’s results of operations, financial condition, operating requirements,
capital requirements, shareholders’ interests and any other conditions that the Board may
deem relevant. See “—Legal Considerations.”

A decision to declare or to pay any dividends in the future, and the amount of any
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 our
Company, business prospects, statutory, regulatory and contractual restrictions on our
declaration and payment of dividends and other factors that the Board of Directors may
consider important.

There can be no assurance that in any given year a dividend will be proposed or declared.
See “Risk Factors—Risks Relating to the GDR and the Offering—The Company’s ability
to pay dividends in the future depends, amongst other things, on the Group’s financial
performance and is therefore not guaranteed.” The information on our Company’s policies
relating to dividends constitutes forward-looking statements. Forward-looking statements
are not guarantees of future financial performance and our Company’s actual future
dividends or capital distributions could differ materially from those expressed or implied
by such forward-looking statements as a result of many factors, including those described
under “Forward-Looking Statements” and “Risk Factors.”

To the extent that dividends are declared and paid in the future, holders of GDRs on the
relevant record date will be entitled to receive dividends payable in respect of A Shares
underlying the GDRs, subject to the terms of the Deposit Agreement. For additional
information, see ‘“Description of Share Capital—Description of A Shares—Rights to
Dividends.”
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DIVIDENDS AND DIVIDEND POLICY

Dividend History

In June 2019, with respect to 1,769,250,140 A Shares, we paid cash dividends of
RMBO0.165 per A Share in connection with our distributable profits for the year of 2018.

In June 2020, with respect to 1,769,250,140 A Shares, we paid cash dividends of
RMBO0.200 per A Share in connection with our distributable profits for the year of 2019.

In June 2021, with respect to 1,792,178,336 A Shares, we paid cash dividends of
RMBO0.228 per A Share in connection with our distributable profits for the year of 2020.

In June 2022, with respect to 1,774,493,376 A Shares, we paid cash dividends of
RMBO0.275 per A Share in connection with our distributable profits for the year of 2021.

We did not declare and pay stock dividends in connection with our distributable profits for
the years of 2019, 2020 and 2021.

Legal Considerations

According to the applicable PRC laws and our Articles of Association, we will pay
dividends out of our profit for the year/period (on an after tax basis) only after we have
made the following allocations:

. recovery of accumulated losses, if any;

. allocations to the statutory common reserve equivalent to 10% of our profits for the
year/period (on an after tax basis), and, except when the balance of the statutory
reserve reaches or exceeds 50% of our Company’s registered capital, no further
allocations to this statutory reserve will be required; and

. allocations, if any, to a discretionary reserve as approved by our shareholders in a
shareholders’ meeting.

Subject to the aforesaid allocations and restrictions, the remaining profit for the relevant
year/period (on an after tax basis) may be distributed as dividends to our shareholders in
accordance with their shareholding percentage. As set forth in our Articles of Association,
if we record a positive annual distributable profit and a positive accumulated undistributed
profit during the year, we shall distribute cash dividends, and the accumulated profits for
distribution in the financial year shall be no less than 25% of the distributable profit
realized for that year. If the Company’s year end asset liability ratio exceeds 60% or net
cash flows generated from operating activities is negative for the year, we may choose not
to distribute cash dividends.

In addition, dividends declared and paid on the GDRs if any are subject to applicable PRC
taxes. For further details, see “Tax Considerations.”
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth certain information on the consolidated capitalization and
indebtedness:

. on an actual basis for the Group as of June 30, 2022; and

. on an as-adjusted basis for the Group to give effect to the Offering and receipt by the
Company of the estimated net proceeds of US$144.5 million (assuming the sale of all
Firm GDRs at the mid-point of the Offer Price Range and no exercise of the Upsize
Option) after deducting the total fees (including underwriting commissions, assuming
the discretionary fee is paid in full), costs and expenses payable by the Company in
connection with the Offering) (inclusive of VAT).

The following table should be read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our consolidated financial

statements and the notes thereto, included elsewhere in this Prospectus.

As of June 30, 2022

Actual As Adjusted

(RMB in millions)

(reviewed) (unaudited)

Total current liabilities . . . . .. .. ... .. . . .. 3,659 3,659

— of which guaranteed/secured. .. .......... ... ...... 367 367
Total non-current liabilities. . . ... ... .. .. ... ... ....... 5,240 5,240

— of which guaranteed/secured. ..................... 766 766
Total liabilities . . ... ........ ... .. ... ... ... ........ 8,899 8,899
Share capital . .. ... ... .. .. . 1,805 1,864
Other equity instruments. . . . .. .......... ... . 215 215
Capital TeSeIVe. . . . . ot 1,105 2,044
Less: Treasury shares . ... ....... ... ... . . .. ... ... 600 600
Other comprehensive income . ........................ (110) (110)
Surplus reserve . ... 585 585
Retained earnings. . .. ... ... .. . 8,907 8,907
Total equity . ......... ... ... .. ... . ... . 12,818 13,817
Total capitalization. ... ............................ 21,717 22,716

As of the date of this Prospectus, there have been no changes to the information set forth
in the table above, other than (i) as a result of ongoing normal operating activities, such
as changes in cash and cash equivalents and results of operations of the Group, (ii) as
otherwise discussed in this Prospectus, and (iii) any changes that would not have a material
adverse effect on the Group.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

The consolidated financial information presented below sets out our selected consolidated
financial and other data as of and for the years ended December 31, 2019, 2020 and 2021
and the six months ended June 30, 2021 and 2022. The selected consolidated income
statement, consolidated statement of financial position and consolidated statement of cash
flows have been derived from the consolidated historical financial information as of and
for the years ended December 31, 2019, 2020 and 2021 and the six months ended June 30,
2021 and 2022. The consolidated historical financial information has been prepared in
accordance with PRC GAAP. For further information, see “Presentation of Financial and
Other Information.”

The following selected financial data should be read in conjunction with the information
contained in “Management’s Discussion and Analysis of Financial Condition and Results
of Operations,” the additional financial information contained elsewhere in this
Prospectus and our consolidated financial statements and, in each case, the related notes
thereto contained elsewhere in this Prospectus.

Selected Consolidated Income Statement Data

Six months ended June

Year ended December 31, 30,
2019 2020 2021 2021 2022
(RMB in millions)
(audited) (unaudited)  (reviewed)
Total operating revenue . . . ... ...... 7,796 8,039 10,660 6,521 5,334
Operating revenue . .............. 7,796 8,039 10,660 6,521 5,334
Total operating cost. . . ............ 5,843 6,193 8,208 4,290 3,770
Operating cost . .. ............... 2,165 2,654 4,157 2,428 2,021
Taxes and surcharges . ............ 96 90 114 77 55
Selling expenses. . .. ............. 2,172 1,839 2,109 958 823
Administrative expenses . . . . ....... 586 607 748 353 365
Research and development expenses . . 544 736 908 373 439
Financial expenses . . . ............ 280 267 172 101 66
Add: Other income . ............... 28 61 80 23 21
Investment income (loss expressed in
parentheses) . .. ............... 195 (154) (397) (71) (40)
Gains from change in fair value (loss
expressed in parentheses) . ....... 162 452 29 2 0
Loss on impairment of credit (loss
expressed in parentheses) ........ (174) (38) (30) (19) (10)
Loss on impairment of assets (loss
expressed in parentheses) . ....... (206) (21) 9) 0 )
Gains from disposal of asset (loss
expressed in parentheses) . ....... 4 2 20 0 0
Operating profit. . . .. ............. 1,961 2,149 2,145 2,166 1,531
Add: Non-operating income . . . ....... 107 73 64 16 6
Less: Non-operating expenses. . . ... ... 5 19 62 10 10
Total profit before tax . . ... ........ 2,063 2,203 2,146 2,172 1,527
Income tax expense . ............. 339 326 366 356 230
Net profit. . .. ................... 1,724 1,877 1,780 1,816 1,297
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

Selected Consolidated Statement of Financial Position Data

ASSETS
Current assets
Cash at bank and on hand. . . . . ... ... ...
Financial assets held-for-trading . .. ... ...
Notes receivable . . ... ..............
Accounts receivable . . . ... ... 0L
Receivable financing. . . .. ... ... ... ...
Prepayments . . . .. ... ... L L
Other receivables . . . . . ... ...........
Inventories . . . . ... ... ... ... ...,
Non-current assets due within one year . . . ..
Other current assets . . . .. ............
Total current assets . . . . ... ...........
Non-current assets
Long-term receivables . . . ... ... ... ....
Long-term equity investments . . . ... ... ..
Investments in other equity instruments . . . . .
Other non-current financial assets. . . . .. ...
Investment properties . . .. ... .........
Fixed assets . . .. ......... ... ......
Construction in progress. . . . . . . . ... ....
Right-of-use assets . . . . ..............
Intangible assets. . . . . ... ... ... ... ...
Development expenses. . . .. ...........
Goodwill . . .. .. ... ...
Long-term deferred expenses. . . . ... ... ..
Deferred income tax assets . . . .. ........
Other non-current assets. . . . . .. ........
Total non-current assets . . .. ...........
Total assets. . . . .. ..................
EQUITY AND LIABILITIES
Current liabilities
Short-term borrowings. . . . .. ... ... .. ..
Financial liabilities held-for-trading. . . . . . ..
Notes payable . . . . ... ... .. ... .. ...,
Accounts payable. . . .. ... ... L L.
Advances from customers. . . . ... ... ....
Contract liabilities . . ... ... ..........
Employee benefits payable . . . ... ... ....
Taxes payable . . . . ... ... .. .. .. .. ...
Other payable . . . . ... ... ... ... ...
Non-current liabilities due within one year . . .
Other current liabilities . . . ... ... ......
Total current liabilities . . . . . ... ... ... ..
Non-current liabilities
Long-term borrowings . . . . .. .. .. ......
Bonds payable. . . ... ... ... L.
Lease liabilities . . . ... ..............
Long-term payable . . . .. ... ... ... ...
Deferred income . . .. ..... ... .. .....
Deferred income tax liabilities. . . . . ... ...
Other non-current liabilities . . . ... ... ...
Total non-current liabilities . . . . ... ... ...
Total liabilities . . . . .. .. .. .. .........
Equity
Share capital . . . ... ... ... .. .. ... ..
Other equity instruments . . .. ... .......
Capital reserve . . .. .. .. .. ... .......
Less: Treasury shares . ... ............
Other comprehensive income. . . . .. ... ...
Surplus reserve . . . ... ...
Retained earnings. . . . . ... ... .. ... ...
Total equity attributable to shareholders of
the Company . . . . ... ..............
Non-controlling interests. . . . . .. .........
Total equity . . . . ... ... ... ...........
Total liabilities and equity . . . . . .. .. ... ..

As of
As of December 31, June 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)

1,954 2,434 3,798 3,492
10 21 — 31

34 14 54 72
2,167 2,100 1,661 1,761
85 95 81 81
89 170 283 413
129 146 178 249
1,005 1,424 1,939 2,332
92 56 32 6

71 117 122 123
5,634 6,577 8,147 8,561
42 23 11 10
516 839 1,072 1,222
1,575 1,652 1,510 1,216
350 807 94 144
138 293 318 303
1,479 2,079 2,182 2,372
658 627 1,158 1,358
— — 189 239
1,483 1,386 1,399 1,379
525 514 711 817
2,719 2,772 3,273 3,327
173 168 198 211
144 180 138 142
489 241 298 414
10,292 11,580 12,551 13,157
15,926 18,157 20,699 21,717
1,464 1,902 584 617
_ 0 _ _
85 66 229 129
738 755 1,135 1,492
164 — — —
— 269 354 361
103 160 200 73
128 121 211 270
267 284 327 438
1,359 1,102 250 229
803 152 44 49
5,111 4,812 3,332 3,659
2,458 1,115 1,210 1,263
— 1,219 2,673 2,702
— — 125 179

10 4 — —
135 146 140 149
207 324 265 227
— — 680 721
2,811 2,808 5,093 5,240
7,921 7,619 8,425 8,899
1,782 1,805 1,805 1,805
— — 215 215

2 959 984 1,105
254 254 364 600
113 37 129 (110)
423 403 585 585
5,417 6,923 8,121 8,907
7,483 9,873 11,474 11,907
522 665 800 912
8,005 10,537 12,274 12,818
15,926 18,157 20,699 21,717
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

Selected Consolidated Statement of Cash Flows Data

Six months ended

Year ended December 31, June 30,
2019 2020 2021 2021 2022
(RMB in millions)
(audited) (unaudited) (reviewed)

Net cash flows from

operating activities . . . ... 1,990 2,090 3,062 2,134 1,178
Net cash flows from

investing activities. . . . .. (651) (695) (860) (503) (747)
Net cash flows from

financing activities. . . . .. (1,549) (763) (897) 269 (838)

Effect of change in foreign
exchange rate on cash and

cash equivalents. . . ... .. 4 (31) (11) (6) 20
Net (decrease)/increase in
cash and cash
equivalents. .. ........ (205) 600 1,293 1,894 (386)
Add: Beginning balance of
cash and cash equivalents 1,997 1,792 2,391 2,391 3,684
Ending balance of cash
and cash equivalents . . . 1,792 2,391 3,684 4,285 3,298
Selected Other Financial Metrics
Six months
ended
As of and year ended December 31, June 30,
2019 2020 2021 2022
(RMB in millions, except percentages)
EBITDAW . . . . 2,666 2,872 2,839 1,833
EBITDA Margin® . . .. ... ................. 34.2% 35.7% 26.6% 34.4%
Net profit attributable to shareholders of the
Company after deducting non-recurring
profit and Toss® . 1,241 1,413 1,855 1,264

(D) EBITDA is calculated as net profit before income taxes, depreciation, amortization and total expense paid for

interests. The following table sets forth a reconciliation of net profit to EBITDA for the periods indicated:

Six months

ended

As of and year ended December 31, June 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)
Total profit before tax . . . . . .. ... ... ..... 2,063 2,203 2,146 1,527
Plus:

Depreciation . . . . . .. ... 181 211 309 149
Amortization . . . . . ... o 144 232 213 98
Total expense paid for interests . . . . . .. ... .. 277 226 171 59
EBITDA. . . . . . . ... 2,666 2,872 2,839 1,833

(2) EBITDA margin is calculated as EBITDA as a percentage of our total operating revenue for the year/period.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

3)

Net profit attributable to shareholders of the Company after deducting non-recurring profit and loss represents our net
profit attributable to shareholders of the Company less the effects of non-recurring gains or losses. The following
table sets forth a reconciliation of our net profit attributable to shareholders of the Company to that after deducting
non-recurring profit and loss:

Six months

ended
Year ended December 31, June 30,
2019 2020 2021 2022
(RMB in millions)
(audited) (reviewed)
Net profit attributable to shareholders of the
Company . . ...................... 1,725 1,802 1,719 1,268
Less:
Gain or loss on disposal of non-current assets . . 4 3 20 0

Government grants included in current profit or
loss (other than ongoing government grants
which are closely related to the Company’s
normal operation, meet the requirements of
government policies and are subject to certain
limits and conditions) . .. ... ......... 127 121 128 22

Gain or loss on changes in fair value of
financial assets held-for-trading and financial
liabilities held-for-trading, and investment
income from disposal of financial assets held-
for-trading, financial liabilities held-for-
trading and available-for-sale financial assets,
except for effective hedging transactions that
are closely related to the Company’s normal

operation . . .. .. .. ... 246 452 (259) 3
Other non-operating income and expenses apart
from the aforesaid items. . . . ... ... .... 194 (23) (56) (6)

Other gain or loss items meeting the definition

of non-recurring gains or losses . . .. ... .. - (76) 36 (8)
Effect of income tax. . . . ... ... ........ (84) (83) 1 6)
Effect of non-controlling interests (after tax). . . 2) (5) (6) (1)
Subtotal . . . . .. ... ... L 485 389 (136) 5

Net profit attributable to shareholders of
the Company after deducting
non-recurring profit and loss . . . ... ... .. 1,241 1,413 1,855 1,264

For details, see note XVI to the audited consolidated financial statements as of and for the years ended December 31,
2019, 2020 and 2021 and note X to the unaudited consolidated financial statements as of and for the six months ended
June 30, 2022 in F-pages to this Prospectus.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following is a discussion and analysis of our financial condition and results of
operations and should be read in conjunction with the consolidated financial statements,
the accompanying notes and the description of our business included elsewhere in this
Prospectus.

This discussion of our financial condition and results of operations contains forward-
looking statements which, although based on assumptions that we consider reasonable, are
subject to risks and uncertainties which could cause actual events or conditions to differ
materially from those expressed or implied by the forward-looking statements. For a
discussion of risks and uncertainties facing us as a result of various factors, see
“Forward-Looking Statements” and “Risk Factors.” In addition, certain industry issues
also impact our financial condition and results of operations, as described in “Industry
and Market Overview.”

Overview

We were the only total-solution provider in the PRC across the full life cycle of
cardiovascular disease management with products and services encompassing medical
devices, pharmaceuticals and medical care solutions, as of the date of Prospectus,
according to Frost & Sullivan. We offer (i) medical devices, (ii) pharmaceuticals, and (iii)
medical care solutions. We have built a strong competitive edge in the medical devices
market with over 600 commercialized products worldwide, in particular, in the
cardiovascular device market. This is complemented by our pharmaceutical offerings,
consisting of both FDFs and APIs targeting a variety of cardiovascular and other diseases.
Meanwhile, to address the evolving demands for innovative medical care solutions, we
provide medical care solutions such as Al-empowered cardiovascular solutions, health
services and consumer medical devices.

Key Factors Affecting Our Performance

Set forth below are certain key factors which have historically affected our results of
operations and may impact our results in the future:

Development of the Industries in which We Operate

The medical device, pharmaceutical and healthcare service industries are intensely
competitive and rapidly changing. Accordingly, our business and results of operations are
impacted by general factors affecting the development of these industries, including,
without limitation: (i) competition from other medical device manufacturers,
pharmaceutical companies and healthcare service providers; (ii) changes in regulatory
requirements, especially those relating to the approval of medical devices and
pharmaceutical products; (iii) advancements in technologies and medical breakthroughs;
and (iv) the COVID-19 pandemic, see “—The COVID-19 Pandemic.” In addition, factors
such as consumer, corporate and government spending, business investment, volatility of
the capital markets and inflation all affect the business and economic environment, the
growth of the PRC and global healthcare industry and ultimately, the profitability of our
business.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Our Abilities to Improve Existing and Develop New Product and Solution Offerings

Our abilities to maintain and expand product and solution offerings are critical to keeping
our leading position and achieving sustainable growth. In 2019, 2020 and 2021, we
primarily derived operating revenue from three business lines, namely medical devices,
pharmaceuticals and medical care solutions. In particular, we enjoy a leading position in
the PRC medical devices market, especially the cardiovascular devices with proven
commercial success and continual breakthroughs such as our innovative coronary
products. However, as market conditions and technology evolve, our existing products or
solutions may lose market share, experience slower growth or deliver lower profit margins.
Meanwhile, we expect the markets for medical devices, pharmaceuticals as well as medical
care solutions to evolve toward newer and more advanced products and solutions, some of
which we do not currently produce. Accordingly, our success depends on our ability to
anticipate industry trends and improve existing, and design, develop and commercialize
new and advanced, products and solutions that meet customer demand in a timely manner.

We have been actively developing new, and upgrading existing, products and solutions to
support a more extensive portfolio of medical devices, pharmaceuticals, and medical care
solutions, which we believe will diversify our operating revenue source and enable us to
maintain sustainable growth. For example, in 2019, 2020 and 2021, we successfully led the
development and commercialization of an array of innovative products, especially in the
area of innovative coronary products for cardiovascular disease treatment including
drug-coated balloon, cutting balloon and bioresorbable scaffold. See “Our Business—Our
Products and Services—Our Medical Devices—Cardiovascular and Peripheral Vascular
Devices—Selected products.” We are also the first PRC company with commercialized
AI-ECG products and the first PRC company that has obtained FDA approval for AI-ECG
platform in 2018. As of June 30, 2022, we had more than 80 product candidates in our
R&D pipeline of cardiovascular related medical devices.

It is key for us to enhance our abilities to develop innovative products and solutions
efficiently. We adopt an integrated approach involving our internal R&D teams and key
players in the industry including leading universities, hospitals and industry consultants,
among others. Such collaborative mechanism enables us to achieve effective
communication and expertise sharing in relation to technological advancements and
market trends. See “Our Business—R&D.” Furthermore, our technology platforms enable
us to systematically coalesce our R&D, manufacturing and commercialization capabilities
in each targeted area to leverage prior knowledge for innovative solutions with improved
efficiency and robustness. See “Our Business—Versatile Technology Platforms.” In 2019,
2020 and 2021, our R&D investments were RMB630.8 million, RMB805.6 million and
RMB1,111.7 million, respectively, representing 8.1%, 10.0%, and 10.4% of our operating
revenue for the same years, respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Government Policies, Medical Insurance Coverage and Volume-based Procurement

Government policies and medical insurance coverage may have a material impact on the
prices of, and demand for, our products. The level of government spending on healthcare
and the coverage of our products and product candidates under government medical
insurance schemes may also affect the sales volume of our products and the relevant
market acceptance, which will significantly impact our results of operations.

The PRC healthcare industry has undergone various stages of reform in recent years. The
PRC government has promulgated rules and regulations and announced plans aimed at
promoting the reform of the PRC healthcare industry, including those that aim to
encourage healthcare infrastructure development and improve patients’ accessibility to
healthcare services. For example, the government grants we received from the local
government authorities were to compensate us for expenditure arising from research and
clinical trials activities, and for the development of new medical devices and capital
expenditure incurred on certain projects. In 2019, 2020 and 2021, we recognized
government grants in our consolidated statements of profit or loss of RMB127.2 million,
RMB121.0 million and RMB127.7 million, respectively. Most of them were connected to
our R&D activities, such as grants for novel fully degradable polymer scaffolds, grants for
the product industrialization project of new types of single-rivet occluder, among other
things. In addition, in 2019, 2020 and 2021, our Company and some subsidiaries were
recognized as High and New Technology Enterprises, eligible for a preferential income tax
rate of 15% instead of 25% when certain additional requirements are met. These favorable
government policies are expected to support further expansion of the markets for medical
devices, pharmaceuticals and medical care solutions in China.

Additionally, growth in population coverage and funding for public medical insurance
programs have significantly improved patients’ ability to pay for medical treatment,
resulting in considerable growth in both patient enrollment and average spending. The
inclusion of our products and product candidates (upon commercialization) in the
governmental insurance coverage would significantly increase the demand for such
products and would therefore have a positive impact on the sales volume of our products
and our financial performance. However, there are uncertainties as to whether the
government will continue to increase or maintain its healthcare spending and whether our
products can be included in the governmental insurance coverage, and different provinces
may have different practices for the reimbursement of our products. PRC regulations and
medical insurance plans may also exert significant influence over the pricing of medical
devices and pharmaceuticals, for example, by imposing reimbursement limits, which could
affect patients’ access to our products as well as our profitability.

Pricing guidance and other policies issued by the government may also affect our
operations and financial performance. In particular, we derived a considerable portion of
operating revenue from sales of certain medical devices and pharmaceuticals to hospitals
and other medical institutions owned or controlled by government authorities in China
through volume-based procurement in accordance with relevant PRC regulations. Over the
past few years, the sales of more types of medical devices and pharmaceuticals are
required to undergo volume-based procurement in more areas of China. To succeed in the
volume-based procurement, we need to price our bids in a manner that enables us to win
tenders at profitable levels. If we are unable to do so, our products may not be selected and
we may lose sales opportunities. Though the participation in such volume-based
procurement has led to a decrease in the relevant selling expenses and a potential increase
in sales volume, the implementation of volume-based procurement has resulted in general
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decrease in the prices of relevant medical devices and pharmaceuticals, including ones that
we produce, which has led to decreased margins in our medical device and pharmaceutical
businesses. For details, see “Regulatory Environment—Principal Laws and Regulations
Related to our Businesses in the PRC—Other Related Regulations on Medical Devices and
Drugs—Volume-based Procurement.”

Our Abilities to Leverage and Enhance Our Sales and Marketing Network

We generate a majority of our operating revenue from sales to distributors. We leverage
our distributors’ expertise, knowledge and capabilities to penetrate the local markets and
commercialize our products to hospitals, retail pharmacies and clinical institutions, among
others. See “Our Business—Sales, Marketing and Distribution.” As of December 31, 2021,
our distributor network covered 31 provinces, municipalities and autonomous regions in
the PRC, while we also sold our products to overseas distributors in more than 120
countries and regions.

Apart from cooperation with distributors, we rely on our in-house sales and marketing
personnel to promote our sales. The success of our sales and marketing efforts depends on
our ability to attract, motivate and retain qualified and professional sales and marketing
personnel. In 2019, 2020 and 2021, we incurred selling expenses of RMB2,171.7 million,
RMB1,838.8 million and RMB2,109.2 million, respectively, representing 27.9%, 22.9%
and 19.8% of our operating revenue for the same years, respectively.

The COVID-19 Pandemic

Amid the global COVID-19 pandemic, measures in different jurisdictions in response to
the pandemic have to various extents contained the spread of COVID-19. Nevertheless, the
COVID-19 pandemic has inevitably impacted on the global economy and normal business
operations across sectors and countries. Since 2020, the COVID-19 pandemic has affected
our results of operations and net profit, and there have been resultant changes in our
inventories of work-in-progress, semi-finished and finished goods, raw materials and
consumables used and personnel costs. We have also experienced extended payment cycles
and delayed collection of accounts receivables during the COVID-19 outbreaks from time
to time.

Meanwhile, the increase in our operating revenue in 2021 compared to 2020 was in part
attributable to the commencement of sales of COVID-19 antigen rapid test kits. However,
the demand for our COVID-19 antigen rapid test kits can be affected by a number of
factors such as the duration of the COVID-19 pandemic, competition and government
policies. Therefore, the effects of the future COVID-19 pandemic on our business and
results of operations are uncertain.

Preparation of the Consolidated Financial Statements

Our consolidated financial information in 2019, 2020 and 2021 and the six months ended
June 30, 2021 and 2022 has been prepared in accordance with PRC GAAP. The
consolidated financial statements have been prepared on a historical cost basis, except for
certain financial instruments that are measured by their fair value. The consolidated
financial statements are presented in Renminbi.
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The consolidated financial statements present the results of the Company and its
subsidiaries as if they formed a single entity. Where the Group has control over an
investee, it is classified as a subsidiary. Control is achieved when the Group has power
over the investee, is exposed to variable returns from the investee and has the ability to
affect those variable returns through its power over the investee. All material intra-group
transactions and balances have been eliminated on consolidation.

Description of Key Line Items in the Consolidated Income Statement
Operating Revenue

We derive substantially all of our operating revenue from sales and provision of medical
devices, pharmaceuticals and medical care solutions. Our operating revenue of the medical
devices business was mainly generated from sales of our cardiovascular devices. Our
operating revenue of the pharmaceuticals business was mainly generated from sales of
FDFs and APIs. Our operating revenue of the medical care solutions business was mainly
generated from the provision of our Al-empowered cardiovascular solutions, health
services and consumer medical devices. The following table sets forth a breakdown of our
operating revenue by business line for the years indicated:

Year ended December 31,

2019 2020 2021
% of total % of total % of total
Operating operating Operating operating Operating operating
revenue revenue revenue revenue revenue revenue

(RMB in millions, except percentages)

Medical devices . . 3,437 44.1 3,400 42.3 6,169 57.9
Pharmaceuticals . . 3,849 49 .4 3,412 42.4 3,258 30.6
Medical care

solutions .. ... 510 6.5 1,227 15.3 1,232 11.6
Total ... ....... 7,796 100.0 8,039 100.0 10,660 100.0

While a majority of our operating revenue was generated from the PRC in 2019, 2020 and
2021, the proportion of our overseas operating revenue increased through the years. An
important driver of such overseas operating revenue growth is our overseas sales of
COVID-19 antigen rapid test kits. The top countries from which our overseas operating
revenue was generated in 2019, 2020 and 2021 include Germany, Austria, Czech Republic,
Mexico, Brazil and India. The following table sets forth a breakdown of our operating
revenue by geographic region for the years indicated:

Year ended December 31,

2019 2020 2021
% of total % of total % of total
Operating operating Operating operating Operating operating
revenue revenue revenue revenue revenue revenue

(RMB in millions, except percentages)

PRC .......... 7,242 92.9 6,497 80.8 6,900 64.7
Overseas ....... 554 7.1 1,542 19.2 3,760 35.3
Total ... ....... 7,796 100.0 8,039 100.0 10,660 100.0
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Operating Cost

Our operating cost mainly consists of manufacturing costs, cost of raw materials and
employee benefit expense. Our operating cost increased generally in line with the increase
in our operating revenue in 2019, 2020 and 2021. The following table sets forth a
breakdown of our operating cost by business line for the years indicated:

Year ended December 31,

2019 2020 2021
% of total % of total % of total
Operating operating Operating operating Operating operating
cost cost cost cost cost cost

(RMB in millions, except percentages)

Medical devices . . 1,055 48.7 1,203 45.3 2,572 61.9
Pharmaceuticals . . 805 37.2 812 30.6 908 21.8
Medical care

solutions . . . . .. 305 14.1 639 24.1 676 16.3
Total .......... 2,165 100.0 2,654 100.0 4,157 100.0

The following table sets forth a breakdown of our operating cost by geographic region for
the years indicated:

Year ended December 31,
2019 2020 2021

% of total % of total % of total
Operating operating Operating operating Operating operating
cost cost cost cost cost cost

(RMB in millions, except percentages)

PRC .......... 1,823 84.2 1,946 73.4 2,253 54.2
Overseas ....... 342 15.8 707 26.7 1,904 45.8
Total .. ........ 2,165 100.0 2,654 100.0 4,157 100.0

Gross Profit and Gross Profit Margin

Our gross profit represents our operating revenue less operating cost. Our gross profit
margin is calculated by dividing its gross profit by operating revenue. The following table
sets forth a breakdown of our gross profit and gross profit margin by business line for the
years indicated:

Year ended December 31,

2019 2020 2021

Gross profit Gross profit Gross profit
Gross profit margin Gross profit margin Gross profit margin

(RMB in millions, except percentages)

Medical devices . . 2,381 69.3% 2,197 64.6% 3,597 58.3%
Pharmaceuticals . . 3,044 79.1% 2,600 76.2% 2,350 72.1%
Medical care

solutions .. ... 205 40.2% 588 47.9% 556 45.1%
Total .......... 5,630 72.2% 5,385 67.0% 6,503 61.0%
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Taxes and Surcharges

Our taxes and surcharges mainly represent city maintenance and construction tax,

education surcharges, property tax, land use tax, vehicle usage tax and stamp duty.

Selling Expenses

Our selling expenses mainly include market fee (which relates to expenses arising from
marketing events for promoting our product and solution offerings), employee benefit
expense and traveling expense. The table below sets forth a breakdown of our selling
expenses by nature for the years indicated:

Market fee . ... ..

Employee benefit

expense . .....

Traveling

expense . .....

Exhibition fee
Business

expenditure . . . .

Advertising

publicity fee . . .

Transportation

fee ..........

Depreciation

expense ... ...

Business fee
Property rental

fee ..........
Others . ........

Year ended December 31,
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2019 2020 2021
% of total % of total % of total
Selling selling Selling selling Selling selling
expenses expenses expenses expenses expenses expenses
(RMB in millions, except percentages)
(audited)
1,239 57.0 981 53.3 1,089 51.6
418 19.2 466 25.4 606 28.7
161 7.4 109 5.9 109 5.2
83 3.8 59 3.2 60 2.8
76 3.5 72 3.9 69 3.3
66 3.0 76 4.1 76 3.6
31 1.4 - - - -
22 1.0 27 1.4 41 1.9
18 0.8 13 0.7 17 0.8
9 0.4 13 0.7 6 0.3
49 2.3 23 1.3 38 1.8
2,172 100.0 1,839 100.0 2,109 100.0
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Administrative Expenses

Our administrative expenses mainly include employee benefit expense, depreciation
expense, consult service fee and business fee. The table below sets forth a breakdown of
our administrative expenses by nature for the years indicated:

Year ended December 31,

2019 2020 2021
% of total % of total % of total
Administrative  administrative ~ Administrative  administrative  Administrative  administrative
expenses expenses expenses expenses expenses expenses

(RMB in millions, except percentages)

(audited)

Employee benefit

expense . ........ 240 40.9 269 44.4 310 414
Depreciation expense . . 108 18.4 126 20.7 119 15.9
Consult service fee . .. 54 9.3 40 6.6 109 14.6
Traveling expense . . . . 24 4.1 17 2.9 20 2.7
Business fee ....... 35 5.9 28 4.7 46 6.1
Property rental fee . .. 27 4.6 33 5.5 26 3.5
Business entertainment

expense . ........ 14 2.5 14 2.3 21 2.8
Amortization fee . . . . . 19 3.2 25 4.1 28 3.7
Water, electricity and

steam . ......... 1.2 7 1.1 10 1.3
Others . .......... 58 9.9 47 7.8 60 8.0
Total. . ........... 586 100.0 607 100.0 748 100.0

Research and Development Expenses

Our research and development expenses mainly include employee benefit expense, and
materials consumed, energy expense, and testing expense. The table below sets forth a
breakdown of our research and development expenses by nature for the years indicated:

Year ended December 31,

2019 2020 2021
% of total % of total % of total
Research and research and Research and research and Research and research and
development development development development development development
expenses expenses expenses expenses expenses expenses

(RMB in millions, except percentages)
(audited)

Employee benefit

expense . ........ 232 42.7 312 42.4 397 43.7
Materials consumed,

energy expense, and

testing expense . . . . 129 23.8 203 27.6 249 27.5
Depreciation and

amortization expense 30 5.6 74 10.0 90 9.9
Design and clinical

trial fee. . .. ... ... 42 7.8 36 4.8 64 7.1

Commissioned external
research and

development expense 54 10.0 53 7.2 40 4.4
Others ........... 55 10.2 58 7.9 68 7.5
Total. . .. ......... 544 100.0 736 100.0 908 100.0
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Financial Expenses

Our financial expenses primarily consist of interest expenses relating to indebtedness and
currency exchange gains or losses. The table below sets forth a breakdown of our financial
expenses by nature for the years indicated:

Year ended December 31,
2019 2020 2021
(RMB in millions)

(audited)
Interest exXpenses . . .................... 322 269 228
Including: Interest expenses for lease
liabilities . ....................... - - 8
Less: Interest income . .................. 44 43 58
Net exchange losses/gains . .............. (7 27 (7)
Unrealized financing income . ............. 2) (1) (D)
Service fee . ........ ... . ... ... 11 15 8
Total .. ......... ... .. ... ... ... ... ... 280 267 172

Investment Income/(Loss)

We invested in a number of companies in the medical and related industries. Changes in
our investment income or loss are mainly due to results of operations of our invested
companies and disposal of our investments. The table below sets forth a breakdown of our
investment income/loss for the years indicated:

Year ended December 31,
2019 2020 2021
(RMB in millions)

(audited)

Gain on long-term equity investments

accounted for using equity method ........ 77) (143) (152)
Investment income from disposal of long-term

equity investments . .................. 0 1 0
Investment income from disposal of financial

assets held-for-trading .. ............... - 4 9
Investment income received from investments

in other equity instruments during holding

period . ... ... 12 - 0
Income from disposal of other non-current

financial assets . ..................... 71 - (298)
Others . ........ ... . . . ... 189 (16) 44
Total .. ... ... .. ... ... .. ... .. . ... 195 (154) 397)
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Gains from Change in Fair Value

We recognize gains or losses of changes in the fair value of certain of our financial assets
and liabilities. Our financial assets held-for-trading represent certain wealth management
products that we purchased. Other non-current financial assets are mainly our equity
investments in other companies. The table below sets forth a breakdown of our gains from
changes in fair value for the years indicated:

Year ended December 31,

2019 2020 2021
(RMB in millions)
(audited)
Financial assets held-for-trading. .. ......... - 1 -
Other non-current financial assets .......... 162 451 29
Financial liabilities held-for-trading ........ - 0
Total .. ...... ... ... .. .. .. 162 452 29

Results of Operations
The table below sets forth our results of operations for the years indicated:

Year ended December 31,
2019 2020 2021
(RMB in millions)

(audited)
Total operating revenue. . . .............. 7,796 8,039 10,660
Operating revenue . . . ................. 7,796 8,039 10,660
Total operating cost. . ... ............... 5,843 6,193 8,208
Operating cost. .. ......... ... 2,165 2,654 4,157
Taxes and surcharges . .. ............... 96 90 114
Selling expenses . . ................... 2,172 1,839 2,109
Administrative expenses. . ... ........... 586 607 748
Research and development expenses . . ... .. 544 736 908
Financial expenses. . .. ................ 280 267 172
Add: Otherincome .................... 28 61 80
Investment income (loss expressed in
parentheses). . . ................. 195 (154) (397)
Gains from change in fair value (loss

expressed in parentheses).......... 162 452 29

Loss on impairment of credit (loss
expressed in parentheses).......... (174) (38) (30)

Loss on impairment of assets (loss
expressed in parentheses).......... (2006) (21) 9)

Gains from disposal of asset (loss
expressed in parentheses).......... 4 2 20
Operating profit . ... ...... ... ... ...... 1,961 2,149 2,145
Add: Non-operating income. . . ............ 107 73 64
Less: Non-operating expenses . . ........... 5 19 62
Total profit before tax. .. ............... 2,063 2,203 2,146
Income tax expense . . . ................ 339 326 366
Net profit. . . . . ... ... ... ... ....... 1,724 1,877 1,780
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Results of Operations in 2021 compared with 2020

The following discussion compares our consolidated results of operations in 2021 with
2020.

Operating Revenue
Our operating revenue increased by RMB2,621.0 million, or 32.6%, from RMBS§,038.7
million in 2020 to RMB10,659.7 million in 2021. The table below sets forth the

development of our operating revenue by business line:

Year ended December 31,

2021 % of total 2020 % of total % Change
(RMB in millions, except for percentages)
Medical devices ......... 6,169 57.9 3,400 42.3 81.4
Pharmaceuticals . ........ 3,258 30.6 3,412 42.4 4.5)
Medical care solutions. . . . . 1,232 11.6 1,227 15.3 0.4
Total . ................ 10,660 100.0 8,039 100.0 32.6

The increase in our operating revenue was primarily due to an increase in the operating
revenue of our medical device business, partially offset by a decrease in that of our
pharmaceutical business. In particular:

. The increase in the operating revenue of our medical device business was mainly due
to the expansion of this line of business. The sales of innovative coronary products
had expanded rapidly, increasing by more than eight times compared to 2020. The
increase in the operating revenue of our medical device business was mainly driven
by the increased sales of the COVID-19 antigen rapid test kits.

. The decrease in the operating revenue of our pharmaceutical business was mainly
because more of our pharmaceuticals were sold through volume-based procurement
with reduced average price, despite the increased sales volume of certain of our
pharmaceuticals.

. The operating revenue of our medical care solutions business remained relatively
stable in 2020 and 2021.

— 82 —



MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Operating Cost
Our operating cost increased by RMB1,502.9 million, or 56.6%, from RMB2,653.8 million
in 2020 to RMB4,156.6 million in 2021. The table below sets forth the development of our

operating cost by business line:

Year ended December 31,

2021 % of total 2020 % of total % Change

(RMB in millions, except for percentages)
Medical devices . ........ 2,572 61.9 1,203 45.3 113.8
Pharmaceuticals ......... 908 21.8 812 30.6 11.8
Medical care solutions . . .. 676 16.3 639 241 5.9
Total .. ............... 4,157 100.0 2,654 100.0 56.6

The increase in our operating cost was primarily due to increases in those of our medical
device and pharmaceutical businesses. In particular:

. The increase in the operating cost of our medical device business was mainly due to
increased sales volume of our medical device products.

. The increase in the operating cost of our pharmaceutical business was mainly due to
increased sales volume of our pharmaceutical products.

. The operating cost of our medical care solutions business remained relatively stable
in 2020 and 2021.

Gross Profit and Gross Profit Margin
The table below sets forth the development of our gross profit by business line:

Year ended December 31,

2021 % of total 2020 % of total % Change
(RMB in millions, except for percentages)
Medical devices . ........ 3,597 55.3 2,197 40.8 63.7
Pharmaceuticals . ........ 2,350 36.1 2,600 48.3 (9.6)
Medical care solutions . . .. 556 8.5 588 10.9 (5.5)
Total ................. 6,503 100.0 5,385 100.0 20.8
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The table below sets forth the development of our gross profit margin by business line:

Year ended December 31,

2021 2020 Change
(%)
Medical devices .. ............... .. .... 58.3 64.6 (6.3)
Pharmaceuticals . ...................... 72.1 76.2 4.1)
Medical care solutions. . . ................ 45.1 47.9 (2.8)
Total . . ....... ... . . . ... .. ... 61.0 67.0 (6.0)

Our gross profit margin decreased from 67.0% in 2020 to 61.0% in 2021. The decrease in
our gross profit margin was primarily due to decreases in that of our medical device and
pharmaceutical businesses. In particular:

The decrease in the gross profit margin of our medical device business was mainly
because: (i) part of our medical device products were subject to volume-based
procurement, which had relatively lower unit prices; and (ii) the margins of our
COVID-19 antigen rapid test kits decreased, since more companies began to offer
such products as the COVID-19 pandemic went on, which lowered the average unit
price of these products.

The decrease in the gross profit margin of our pharmaceutical business was mainly
due to the effects of the volume-based procurement, which resulted in relatively lower
margins for our pharmaceutical products.

The gross profit margin of our medical care solutions business remained relatively
stable in 2020 and 2021.

Taxes and Surcharges

Our taxes and surcharges increased by RMB23.3 million, or 25.8%, from RMB90.5 million
in 2020 to RMB113.8 million in 2021. The increase was mainly due to increases in city
maintenance and construction tax, educational surcharge and property tax, which were
related to the expansion of our business.
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Selling Expenses

Our selling expenses increased by RMB270.4 million, or 14.7%, from RMB1,838.8
million in 2020 to RMB2,109.2 million in 2021. The increase was mainly due to: (i) an
increase in market fee for promoting new medical devices such as the innovative coronary
product portfolio; and (ii) an increase in employee benefit expense, which was in line with
the increased operating revenue. The table below sets forth the development of our selling
expenses by nature:

Year ended December 31,

2021 % of total 2020 % of total % Change
(RMB in millions, except for percentages)
(audited)
Market fee . ............ 1,089 51.6 981 53.3 11.0
Employee benefit expense . . 606 28.7 466 25.4 29.8
Traveling expense . . . ... .. 109 5.2 109 5.9 0.1
Exhibition fee. .. ........ 60 2.8 59 3.2 1.3
Business expenditure. . . . .. 69 33 72 39 (3.1)
Advertising publicity fee . . . 76 3.6 76 4.1 0.1)
Depreciation expense. . . . . . 41 1.9 27 1.4 53.1
Business fee . . .......... 17 0.8 13 0.7 29.9
Property rental fee ....... 6 0.3 13 0.7 (57.1)
Others ................ 38 1.8 23 1.3 61.7
Total .. ............... 2,109 100.0 1,839 100.0 14.7

Administrative Expenses

Our administrative expenses increased by RMB141.7 million, or 23.4%, from RMB606.7
million in 2020 to RMB748.3 million in 2021. The increase was mainly due to: (i) an
increase in employee benefit expense, which was in line with our business expansion; and
(ii) an increase in consult service fee, mainly comprising professional parties’ fees arising
from the proposed spin-off and listing on The Stock Exchange of Hong Kong Limited of
LEPU ScienTech Medical Technology (Shanghai) Co., Ltd. The table below sets forth the
development of our administrative expenses by nature:

Year ended December 31,

2021 % of total 2020 % of total % Change
(RMB in millions, except for percentages)
(audited)

Employee benefit expense . . 310 41.4 269 44 .4 15.1
Depreciation expenses. . . . . 119 15.9 126 20.7 (5.3)
Consult service fee . ... ... 109 14.6 40 6.6 171.8
Traveling expense . . ... ... 20 2.7 17 2.9 16.0
Business fee . ... ........ 46 6.1 28 4.7 60.9
Property rental fee ....... 26 3.5 33 5.5 (22.4)
Business entertainment

eXPeNnse. . .. . ... ... 21 2.8 14 2.3 50.3
Amortization fee. . ... . ... 28 3.7 25 4.1 12.3
Water, electricity and

steam .. ............. 10 1.3 7 1.1 44.5
Others . ............... 60 8.0 47 7.8 27.7
Total . ................ 748 100.0 607 100.0 23.4
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Research and Development Expenses

Our research and development expenses increased by RMB171.8 million, or 23.3%, from
RMB736.1 million in 2020 to RMB907.9 million in 2021. The increase was mainly due to:
(i) an increase in employee benefit expense, primarily due to an increase in the number of
our R&D staff and enhanced compensation for such personnel; and (ii) increases in
materials consumed, energy expense, and testing expense and design and clinical trial fee,
which reflected our continual R&D efforts. The table below sets forth the development of
our research and development expenses by nature:

Year ended December 31,

2021 % of total 2020 % of total % Change

(RMB in millions, except for percentages)

(audited)

Employee benefit expense . . 397 43.7 312 42.4 27.2
Materials consumed, energy

expense and testing

EXPeNSE. . o v v v 249 27.5 203 27.6 22.7
Depreciation and

amortization expense . . . . 90 9.9 74 10.0 22.1
Design and clinical

trial fee. . ............ 64 7.1 36 4.8 80.0
Commissioned external

research and development

EXPeNSE. . o v v vt 40 4.4 53 7.2 (25.6)
Others ................ 68 7.5 58 7.9 16.4
Total ................. 908 100.0 736 100.0 23.3

Financial Expenses

Our financial expenses decreased by RMB94.9 million, or 35.6%, from RMB266.7 million
in 2020 to RMB171.8 million in 2021. The decrease was mainly due to: (i) a decrease in
our interest expenses, as the outstanding balance of our interest bearing liabilities
decreased; and (ii) a change from exchange losses to exchange gains, as affected by
changes in the exchange rates between Renminbi and USD.

Other Income

Our other income increased by RMB18.3 million, or 30.0%, from RMB61.2 million in
2020 to RMB79.5 million in 2021. The increase was mainly due to an increase in
government grants we received in relation to our daily operations.

Investment Loss
Our investment loss increased by RMB243.1 million, or 158.1%, from RMB153.8 million
in 2020 to RMB396.9 million in 2021. The increase was mainly due to investment losses

from disposal of other non-current financial assets in 2021, primarily relating to shares
held by us of a listed company, the market value of which were subject to fluctuations.
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Gains from Change in Fair Value

Our gains from change in fair value decreased by RMB422.5 million, or 93.5%, from
RMB451.9 million in 2020 to RMB29.3 million in 2021. The decrease was mainly relating
to shares held by us of a listed company, the fair value of which changed with fluctuations
in its market value in 2020, while we disposed of such shares in 2021 and the gains from
change in fair value decreased as a result.

Loss on Impairment of Credit

Our loss on impairment of credit decreased by RMB7.6 million, or 20.3%, from RMB37.5
million in 2020 to RMB29.9 million in 2021. The decrease was mainly due to a decrease
in the outstanding balance of accounts receivable.

Loss on Impairment of Assets

Our loss on impairment of assets decreased by RMB11.5 million, or 55.0%, from RMB21.0
million in 2020 to RMB9.4 million in 2021. The decrease was mainly due to impairment
losses from intangible assets in 2020, in relation to impairment of certain intangible assets
which failed to generate profits as anticipated.

Gains from Disposal of Asset

Our gains from disposal of asset increased by RMB17.6 million, or 769.7%, from RMB2.3
million in 2020 to RMB19.9 million in 2021. The increase was mainly due to disposal of
certain properties owned by our subsidiary in 2021.

Non-Operating Income

Our non-operating income decreased by RMBO9.2 million, or 12.6%, from RMB72.8
million in 2020 to RMB63.7 million in 2021. The decrease was mainly due to a decrease
in government grants we received outside our daily operations.

Non-Operating Expenses

Our non-operating expenses increased by RMB43.4 million, or 232.3%, from RMB18.7
million in 2020 to RMB62.1 million in 2021. The increase was mainly due to: (i) an
increase in donations relating to the COVID-19 pandemic and floods; and (ii) expenses
resulting from scrapping of certain COVID-19 products.

Income Tax Expense

Our income tax expense increased by RMB39.5 million, or 12.1%, from RMB326.2

million in 2020 to RMB365.7 million in 2021. The increase was mainly due to an increase
in our taxable income.
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Results of Operations in 2020 compared with 2019

The following discussion compares our consolidated results of operations in 2020 with
2019.

Operating Revenue
Our operating revenue increased by RMB243.1 million, or 3.1%, from RMB7,795.5
million in 2019 to RMBS8,038.7 million in 2020. The table below sets forth the

development of our operating revenue by business line:

Year ended December 31,

2020 % of total 2019 % of total % Change
(RMB in millions, except for percentages)
Medical devices . ........ 3,400 42.3 3,437 44.1 (1.1)
Pharmaceuticals . ........ 3,412 42.4 3,849 49 .4 (11.4)
Medical care solutions. . . .. 1,227 15.3 510 6.5 140.4
Total .. ............... 8,039 100.0 7,796 100.0 3.1

The increase in our operating revenue was primarily due to an increase in the operating
revenue of our medical care solutions business, partially offset by decreases in that of our
medical device and pharmaceutical businesses. In particular:

. The operating revenue of our medical device business remained relatively stable in
2019 and 2020, as a result of a combination of: (i) decreased operating revenue from
conventional coronary stent products, the sales of which were subject to a
volume-based procurement in the last quarter of 2020; (ii) the COVID-19 pandemic,
which negatively affected the demand for our products; and (iii) the commencement
of sales of COVID-19 antigen rapid test kits.

. The decrease in the operating revenue of our pharmaceutical business was mainly
because more of our pharmaceuticals were subject to a volume-based procurement
with reduced average price, despite the increased sales volume of certain of our
pharmaceuticals. The demand for our pharmaceutical products was also negatively
affected by the COVID-19 pandemic.

. The increase in the operating revenue of our medical care solutions business was
mainly due to increased demand for consumer medical devices from overseas (such
as our monitoring devices) as a result of increased awareness in wellbeing amid the
COVID-19 pandemic.
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Operating Cost
Our operating cost increased by RMB488.6 million, or 22.6%, from RMB2,165.2 million
in 2019 to RMB2,653.8 million in 2020. The table below sets forth the development of our

operating cost by business line:

Year ended December 31,

2020 % of total 2019 % of total % Change

(RMB in millions, except for percentages)
Medical devices ......... 1,203 45.3 1,055 48.7 14.0
Pharmaceuticals ......... 812 30.6 805 37.2 0.9
Medical care solutions . . .. 639 24.1 305 14.1 109.4
Total .. ............... 2,654 100.0 2,165 100.0 22.6

The increase in our operating cost was primarily due to increases in those of all three
business lines. In particular:

. The increase in the operating cost of our medical device business was mainly due to
increased sales volume of our medical device products.

. The operating cost of our pharmaceutical business remained relatively stable in 2019
and 2020.

. The increase in the operating cost of our medical care solutions business was largely
in line with the increase in its operating revenue.

Gross Profit and Gross Profit Margin
The table below sets forth the development of our gross profit by business line:

Year ended December 31,

2020 % of total 2019 % of total % Change
(RMB in millions, except for percentages)
Medical devices . ........ 2,197 40.8 2,381 42.3 (7.7)
Pharmaceuticals ......... 2,600 48.3 3,044 54.1 (14.6)
Medical care solutions. . . . . 588 10.9 205 3.6 186.4
Total ................. 5,385 100.0 5,630 100.0 4.4)
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The table below sets forth the development of our gross profit margin by business line:

Year ended December 31,

2020 2019 Change
(%)
Medical devices . ...................... 64.6 69.3 4.7)
Pharmaceuticals . ...................... 76.2 79.1 2.9)
Medical care solutions. . . ................ 47.9 40.2 ﬂ
Total .. ...... ... ... ... ... . . ... ... 67.0 72.2 (5.2)

Our gross profit margin decreased from 72.2% in 2019 to 67.0% in 2020. The decrease in
our gross profit margin was primarily due to decreases in that of our medical device and
pharmaceutical businesses, partially offset by an increase in that of our medical care
solutions business. In particular:

. The decrease in the gross profit margin of our medical device business was mainly
due to: (i) part of our medical device products were subject to volume-based
procurement, which had relatively lower unit prices; and (ii) the COVID-19
pandemic, which negatively affected the demand for our products.

. The decrease in the gross profit margin of our pharmaceutical business was mainly
due to: (i) the effects of volume-based procurement, which resulted in relatively
lower margins for our pharmaceutical products; and (ii) the COVID-19 pandemic,
which negatively affected the demand for our products.

. The increase in the gross profit margin of our medical care solutions business was
mainly due to high demand for consumer medical devices (such as our monitoring
devices) from overseas markets amid the COVID-19 pandemic in 2020 with relatively
higher average unit prices.

Taxes and Surcharges
Our taxes and surcharges decreased by RMBS5.8 million, or 6.0%, from RMB96.2 million
in 2019 to RMB90.5 million in 2020. The decrease was mainly due to a decrease in our

value-added tax in 2020, resulting in decreases in corresponding city maintenance and
construction tax and educational surcharge.
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Selling Expenses

Our selling expenses decreased by RMB332.9 million, or 15.3%, from RMB2,171.7
million in 2019 to RMB1,838.8 million in 2020. The decrease was mainly due to decreases
in market fee and traveling expense, as our marketing activities were adversely affected by
the COVID-19 pandemic and the fact that certain of our products were subject to
volume-based procurement in 2020. The table below sets forth the development of our
selling expenses by nature:

Year ended December 31,

2020 % of total 2019 % of total % Change
(RMB in millions, except for percentages)
(audited)
Market fee .. ........... 981 53.3 1,239 57.0 (20.8)
Employee benefit expense . . 466 25.4 418 19.2 11.6
Traveling expense . . . ... .. 109 5.9 161 7.4 (32.3)
Exhibition fee. ... ....... 59 3.2 83 3.8 (29.3)
Business expenditure. . . . .. 72 3.9 76 3.5 (5.3)
Advertising publicity fee . . . 76 4.1 66 3.0 15.0
Transportation fee. .. ... .. — — 31 1.4 (100.0)
Depreciation expense. . . . .. 27 1.4 22 1.0 21.5
Business fee . .. ......... 13 0.7 18 0.8 (27.6)
Property rental fee ....... 13 0.7 9 0.4 50.2
Others . ............... 23 1.3 49 2.3 (52.9)
Total ................. 1,839 100.0 2,172 100.0 (15.3)

Administrative Expenses

Our administrative expenses increased by RMB20.7 million, or 3.5%, from RMB586.0
million in 2019 to RMB606.7 million in 2020. The increase was mainly due to an increase
in employee benefit expense, which was in line with our business expansion. The table
below sets forth a breakdown of our administrative expenses by nature for the years
indicated by nature:

Year ended December 31,

2020 % of total 2019 % of total % Change
(RMB in millions, except for percentages)
(audited)

Employee benefit expense . . 269 44 .4 240 40.9 12.4
Depreciation expenses . . . . . 126 20.7 108 18.4 16.3
Consult service fee . ... ... 40 6.6 54 9.3 (26.1)
Traveling expense . . . ... .. 17 2.9 24 4.1 (27.1)
Business fee . ... ... ... .. 28 4.7 35 5.9 (18.5)
Property rental fee ....... 33 5.5 27 4.6 22.8
Business entertainment

EXPeNnsSe. . . ...t 14 2.3 14 2.5 (3.8)
Amortization fee......... 25 4.1 19 3.2 32.0
Water, electricity and steam . 7 1.1 7 1.2 (3.6)
Others ................ 47 7.8 58 (19.0)
Total .. ............... 607 100.0 586 100.0 3.5
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Research and Development Expenses

Our research and development expenses increased by RMB192.2 million, or 35.3%, from
RMB543.9 million in 2019 to RMB736.1 million in 2020. The increase was mainly due to:
(i) an increase in employee benefit expense, primarily due to increased number of our
R&D staff and enhanced compensation for such personnel; and (ii) an increase in materials
consumed, energy expense, and testing expense, which reflected our continual R&D
efforts. The table below sets forth a breakdown of our research and development expenses
by nature for the years indicated by nature:

Year ended December 31,

2020 % of total 2019 % of total % Change

(RMB in millions, except for percentages)

(audited)

Employee benefit expense. . . . 312 42.4 232 42.7 34.5
Materials consumed, energy

expense, and testing

EXPeNSe . .. vv it 203 27.6 129 23.8 57.0
Depreciation and amortization

EXPENSe . . ..t 74 10.0 30 5.6 142.7
Design and clinical trial fee . . 36 4.8 42 7.8 (16.1)
Commissioned external

research and development

EXPeNnsSe . .. ...t 53 7.2 54 10.0 (2.0)
Others . ................. 58 7.9 55 10.2 5.5
Total .. ................. 736 100.0 544 100.0 35.3

Financial Expenses

Our financial expenses decreased by RMB13.2 million, or 4.7%, from RMB279.9 million
in 2019 to RMB266.7 million in 2020. The decrease was mainly due to a decrease in our
interest expenses, as the outstanding balance of our interest bearing liabilities decreased,
partially offset by a change from exchange gains to exchange losses, as affected by
changes in the exchange rates between Renminbi and USD.

Other Income

Our other income increased by RMB33.3 million, or 119.6%, from RMB27.9 million in
2019 to RMB61.2 million in 2020. The increase was mainly due to an increase in
government grants we received in relation to our daily operations.

Investment Income/(Loss)

We had investment income of RMB195.1 million in 2019, followed by investment loss of

RMB153.8 million in 2020. The change was mainly due to one-off recognition of
revaluation gains through multi-step business combinations in 2019.
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Gains from Change in Fair Value

Our gains from change in fair value increased by RMB289.9 million, or 179.0%, from
RMB162.0 million in 2019 to RMB451.9 million in 2020. The increase was mainly due to
fluctuations in market value of a listed company in which we held shares.

Loss on Impairment of Credit

Our loss on impairment of credit decreased by RMB136.9 million, or 78.5%, from
RMB174.4 million in 2019 to RMB37.5 million in 2020. The decrease was mainly due to
recognition of bad debts of receivables from a related party in 2019.

Loss on Impairment of Assets

Our loss on impairment of assets decreased by RMB185.0 million, or 89.8%, from
RMB206.0 million in 2019 to RMB21.0 million in 2020. The decrease was mainly due to
a large amount of impairment losses arising from goodwill and loss from long-term equity
investments in 2019.

Gains from Disposal of Asset

Our gains from disposal of asset were insignificant at RMB4.1 million in 2019 and
RMB2.3 million in 2020.

Non-Operating Income

Our non-operating income decreased by RMB34.0 million, or 31.9%, from RMB106.9
million in 2019 to RMB72.8 million in 2020. The decrease was mainly due to a decrease
in government grants we received outside our daily operations.

Non-Operating Expenses

Our non-operating expenses increased by RMB13.8 million, or 284.6%, from RMB4.9
million in 2019 to RMB18.7 million in 2020. The increase was mainly due to an increase
in donations relating to the COVID-19 pandemic.

Income Tax Expense

Our income tax expense decreased by RMB13.2 million, or 3.9%, from RMB339.5 million
in 2019 to RMB326.2 million in 2020. The decrease was mainly due to a decrease in
taxable income due to increased R&D expenses.

Liquidity and Capital Resources

Our principal source of liquidity has been, and is expected to continue to be, cash
generated from operating activities together with available credit facilities, bank
borrowings and bonds. Our liquidity requirements primarily relate to funding our working
capital requirements and our capital expenditures. Our ability to generate cash flow from
operating activities depends on our future operating performance, which is in turn
dependent on general economic, financial, competitive, market and other factors, many of
which are beyond our control. See “Risk Factors” for a discussion of certain factors that
could affect our operations.
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Cash Flows

The table below sets forth selected cash flow statement information from our consolidated
cash flow statements for the years indicated:

Year ended December 31,

2019 2020 2021
(RMB in millions)
(audited)

Net cash flows from operating activities. . . . . . 1,990 2,090 3,062
Net cash flows from investing activities. . . . .. (651) (695) (860)
Net cash flows from financing activities. . . . .. (1,549) (763) (897)
Effect of change in foreign exchange rate on

cash and cash equivalents. . ... .......... 4 (31) (11)
Net (decrease)/increase in cash and cash

equivalents. . .. ... ... ... ... ... ... .. (205) 600 1,293
Add: Beginning balance of cash and cash

equivalents . . ......... .. ... .. .. ..., 1,997 1,792 2,391
Ending balance of cash and cash

equivalents .......... ... ... ... .. ... 1,792 2,391 3,684

Net Cash Flows from Operating Activities

Our net cash inflows from operating activities increased by RMB972.3 million, or 46.5%,
from RMB2,089.7 million in 2020 to RMB3,062.0 million in 2021. The increase was
primarily attributable to: (i) an increase in cash received from sale of goods or rendering
of services of RMB2,809.2 million, which was in line with our increased operating
revenue; and (ii) an increase in cash received from tax refund of RMB93.2 million. Such
increase was partially offset by an increase in cash paid for goods and services of
RMB1,393.8 million.

Our net cash inflows from operating activities increased by RMB99.4 million, or 5.0%,
from RMB1,990.3 million in 2019 to RMB2,089.7 million in 2020. The increase was
primarily attributable to: (i) an increase in cash received from our sale of goods or
rendering of services of RMB635.0 million, which was in line with our increased operating
revenue; and (ii) an increase in cash received from tax refund of RMB76.7 million. Such
increase was partially offset by an increase in cash paid for goods and services of
RMB566.6 million.

To further assess and improve our operational performance, we also evaluate turnover days
of inventory, accounts receivable and accounts payable. The table below outlines these

performance indicators for the years indicated:

Years ended December 31,

2019 2020 2021
Inventory turnover days‘"” . ............... 149 165 146
Accounts receivable turnover days® .. ... ... 102 103 69
Accounts payable turnover days® .. ........ 115 101 82

(1) Calculated as (average of beginning and ending balance of inventory/operating cost) times 360 days
(2) Calculated as (average of beginning and ending balance of accounts receivable/operating revenue) times 360 days

3) Calculated as (average of beginning and ending balance of accounts payable/operating cost) times 360 days
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Our inventory turnover days in 2020 were higher than those in 2019 and 2021, mainly
because we increased purchases of raw materials to prepare us for: (i) timely delivery of
products in response to (a) increased purchase orders from volume-based procurement
activities in 2020, and (b) increased demand for COVID-19 antigen rapid test kits; and (ii)
potential supply shortage amid the COVID-19 pandemic.

Our accounts receivable turnover days in 2019 and 2020 were higher than those in 2021,
mainly because: (i) we increased collection efforts in 2021, especially with respect to
certain agency distribution business; and (ii) increased proportion of sales of COVID-19
products in 2021, which typically had faster turnover.

Our accounts payable turnover days decreased in 2019, 2020 and 2021, mainly because we
made prepayments for certain raw materials and components that were short in supply, as
the COVID-19 pandemic has posed considerable challenges to the supply chain.

Net Cash Flows From Investing Activities

Our net cash outflows from investing activities increased by RMB165.0 million, or 23.7%,
from RMB695.5 million in 2020 to RMB860.5 million in 2021. The increase was primarily
attributable to: (i) an increase in cash paid for purchase of fixed assets, intangible assets
and other long-term assets of RMB384.2 million, mainly relating to an increase in the
number of our major construction projects; and (ii) an increase in net cash paid for
acquisition of subsidiaries and other business units of RMB340.0 million, partially offset
by an increase in cash received from investment income of RMB348.6 million.

Our net cash outflows from investing activities increased by RMB44.2 million, or 6.8%,
from RMB651.2 million in 2019 to RMB695.5 million in 2020. The increase was primarily
attributable to: (i) an increase in cash paid relating to other investing activities of
RMB261.7 million; and (ii) an increase in cash paid for investments of RMB78.0 million,
partially offset by an increase in cash received relating to other investing activities of
RMB469.3 million. We had more cash generated from investing activities in 2019
compared to 2020, mainly in relation to the disposition of certain equity investments and
collection of finance lease payments.

Net Cash Flows From Financing Activities

Our net cash outflows from financing activities increased by RMB134.0 million, or 17.5%,
from RMB763.4 million in 2020 to RMB897.4 million in 2021. The increase was primarily
attributable to a decrease in cash received from borrowings of RMB954.0 million.

Our net cash outflows from financing activities decreased by RMB785.4 million, or 50.7%,
from RMB1,548.9 million in 2019 to RMB763.4 million in 2020. The decrease was
primarily attributable to: (i) an increase in cash received from borrowings of RMB1,113.2
million; and (ii) an increase in cash received relating to other financing activities of
RMB169.7 million.
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Capital Expenditures

A key component of cash flows used in investing activities is capital expenditures. We
calculate capital expenditures as purchases of fixed assets, intangible assets and other
long-term assets, most of which represent our construction projects, software and R&D.
Our increasing levels of capital expenditures during the years indicated reflected our
expansion investments to fuel and support our expected future growth. The table below
outlines our capital expenditures for the years indicated:

Years ended December 31,

2019 2020 2021

(RMB in millions, except for percentages)

Cash paid for acquisition of fixed assets,

intangible assets and other long-term assets . . 563 600 984
Capital expenditures . . ................. 563 600 984
Capital expenditures as% of

operating revenue . . . ... .............. 7.2% 7.5% 9.2%

Our major capital expenditure projects in 2022 mainly include the following, all of which
are located in the PRC:

. Construction of Lepu International Center. Lepu International Center is intended for
the R&D, production, and management of our medical devices. The construction is
expected to be completed by the end of 2022. The estimated gross floor area is
approximately 205,300 square meters.

. Upgrade of existing, and construction of new, production facilities of Zhejiang
Lepu Pharmaceutical Co., Ltd. This project comprised (i) construction of new API
production facilities (with total GFA of approximately 84,000 square meters), which
is expected to be completed by the end of 2025, and (ii) upgrade of existing
production facilities (with total GFA of approximately 30,000 square meters) for the
R&D and production of new API products, which is expected to be completed by the
end of 2023.

. Construction of new production facilities of Lepu Pharmaceutical, Inc. and its
subsidiaries. This project comprised (i) construction of two new production facilities
(with total GFA of approximately 5,400 square meters) for producing ophthalmic
pharmaceuticals and oncology pharmaceuticals, which is expected to be completed by
the end of 2023, and (ii) construction of one new production facility (with total GFA
of approximately 5,260 square meters) for R&D of pharmaceutical products and
production of oncology API products, which is expected to be completed by the end
of 2022.

For the year ending December 31, 2022, we currently estimate approximately RMB740
million committed for capital expenditures.
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Contractual Obligations, Commitments and Contingencies
Contractual Obligations

The table below summarizes our outstanding contractual obligations as of December 31,
2021:

Payments due by period

Less than More than
Total 1 year 1 to 2 years 2 to 3 years 3 years

(RMB in millions, except for percentages)

(audited)
Accounts payable . ....... 1,135 1,056 48 20 11
Contractual liabilities . .. .. 354 318 21 5 10

Indebtedness

The table below sets forth a breakdown of our indebtedness as of the dates indicated:

As of December 31,
2019 2020 2021

(RMB in millions)

(audited)

Current indebtedness
Short term borrowings. . .. .. ............. 1,464 1,902 584
Notes payable. . .. ........ .. ... ... ..... 85 66 229
Non-current liabilities due in one year

Long-term borrowings .. ............... 755 1,092 184

Bonds payable. . ... ... ... ... ... .. ... 598 — —

Lease liabilities . . . ................... — — 65
Other current liabilities

Short-term bonds payable. . ............. 803 — —
Non-current indebtedness
Long-term borrowings. .. ................ 2,458 1,115 1,210
Bonds payable . ......... ... ... ... ... .. — 1,219 2,673
Lease liabilities. . . ... .................. — — 125
Total .. ........ ... ... ... ... ... .. ... .. 6,163 5,394 5,070

The outstanding balance of our total indebtedness decreased from RMB6,162.7 million as
of December 31, 2019 to RMB5,393.9 million as of December 31, 2020, and further to
RMB5,070.2 million as of December 31, 2021, mainly as a result of our efforts to reduce
the outstanding balance of interest-bearing indebtedness.

Our borrowings mainly comprised pledged loans, mortgage borrowings and credit loans,
all of which were bank loans. The term of our outstanding loans mainly ranged from one

year to nine years.

Our notes payable represented bank acceptance bills.
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Our bonds payable mainly include medium-term notes and convertible bonds. The
following table sets forth a breakdown of our bonds payable as of the dates indicated:

As of December 31,
2019 2020 2021
(RMB in millions)

(audited)
Short-term bonds payable . ............... 803 — —
Non-current bonds payable
Medium-term notes . . . . .. ... ... — 1,219 1,222
Convertible bonds . . . . .................. — — 1,451
Total .. ... ... .. .. .. ... 803 1,219 2,673

The following table sets forth some details of our bonds payable as of December 31, 2021:

Medium-term notes

Issuer Principal amount Interest rate Maturity date Issue date Listing venue

Our Company . . . ....... RMB600,000,000 4.15% April 13,2023 April 9, 2020  Non-listed

Our Company . . . ....... RMB600,000,000 4.70% September 3,  September 1,  Non-listed
2023 2020

Convertible bonds

Issuer Principal amount Issue date End date Listing date Issue date Listing venue
Our Company . . RMBI,638,000,000 March 30, 2021 March 29, 2026 April 19, 2021 ~ March 30, 2021 Shenzhen Stock
Exchange

For details on the convertible bonds, see “Description of Share Capital—Capital
Structure—Qutstanding Bonds, Conversion and Option Rights.”

Our lease liabilities primarily arise from leases of certain production sites and office
properties from third parties.

Contingencies
As of December 31, 2021, we were not subject to any material contingent liabilities.
Off-Balance Sheet Arrangements

As of December 31, 2021, we did not have any outstanding off-balance sheet
arrangements.
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Financial Risk Management

We face risks of various financial instruments in our daily activities, including credit risk,
liquidity risk and market risk (including exchange rate risk, interest rate risk and other
price risks). Our risk management policies to reduce the above risks are set forth below.

The Board of Directors is fully responsible for the determination of risk management
objectives and policies and assumes final responsibility for risk management objectives
and policies. The Board has authorized our finance department to design and implement
procedures to ensure the effective implementation of risk management objectives and
policies. The Board reviews the effectiveness of the implemented procedures and the
rationale of risk management objectives and policies through monthly reports submitted by
the finance department director. Our internal auditors will also audit risk management
policies and procedures and report the findings to the audit committee of the Board.

The overall goal of our risk management is to formulate risk management policies to
minimize risk without excessively affecting our competitiveness and resilience.

Credit risk

Credit risk refers to the risk of our financial loss due to any counterparty’s failure to fulfill
the obligations of the relevant contract.

We mainly face customer credit risk caused by credit sales. Before signing a new contract,
we evaluate the credit risk of new customers, including by assessing external credit ratings
and bank credit certificates in some cases (when this information is available). We set a
credit limit for each customer, which is the maximum amount that can be credited without
additional approval.

We carry out quarterly monitoring of existing customers’ credit rating and monthly
reviewing of account receivables aging analysis to ensure that our overall credit risk is
within a controllable range. When monitoring customers’ credit risk, they are grouped
according to their credit characteristics. Customers rated “high risk” are placed on a
restricted customer list and products can only be sold on credit in the future with additional
approval, or they must pay in advance.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in meeting obligations
that are settled by delivering cash or other financial assets.

It is our policy to ensure sufficient cash is available to meet maturing debt obligations. The
finance department ensures that we have sufficient funds to repay the debt under all
reasonable projections by monitoring cash balances, marketable securities that can be
readily liquidated and rolling forecasts of cash flows over the next 12 months.
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Market risk

Market risk refers to the risk that the fair value of financial instruments or future cash
flows will fluctuate due to changes in market price, including exchange rate risk, interest
rate risk and other price risks.

Interest Rate Risk

Interest rate risk refers to the risk that the fair value of financial instruments or future cash
flows will fluctuate due to changes in market interest rates.

The interest rate risk faced by us mainly comes from long-term bank borrowings and bonds
payable.

As of December 31, 2021, with other variables being constant, if the borrowing rate
calculated at the floating interest rate increases or decreases by 100 basis points, our net
profit would decrease or increase by RMB9,071,300 (as opposed to decrease or increase
RMB9,454,100 as of December 31, 2020, and RMB20,892,800 as of December 31, 2019).

Exchange Rate Risk

Exchange rate risk refers to the risk that the fair value of financial instruments or future
cash flows will fluctuate due to changes in foreign exchange rates.

To the extent possible, we match foreign currency income with foreign currency
expenditure to reduce our exchange rate risk exposure. In addition, we may also sign
forward foreign exchange contracts or currency exchange contracts to avoid exchange rate
risk. In 2019, 2020 and 2021, the relevant control measures included considering the risk
of exchange rate fluctuations and the objective situation of foreign exchange receipt and
payment. We launched forward and dual-currency deposits with a total amount of US$13.5
million and EUR2.5 million. As of December 31, 2021, the outstanding contract amount
amounted to US$1 million. In light of the exchange rate fluctuations in the market
environment in 2021, the foregoing has played a good role in controlling our exchange rate
risk.

As of December 31, 2021, holding all other variables constant, if Renminbi appreciates or
depreciates by 1% against the USD, our net profit would decrease or increase by
RMB1,833,800 (as opposed to decrease or increase by RMB2,385,400 as of December 31,
2020, and decrease or increase by RMB2,691,700 as of December 31, 2019). The
management believes that 1% reasonably reflects the reasonable range of possible changes
of Renminbi against USD in the next year.

Other Price Risks
Other price risks refer to risks that the fair value of financial instruments or future cash
flows will fluctuate due to changes in market prices other than the exchange rate risk and

interest rate risk.

We hold equity investments in other listed companies, and the management believes that
the market price risks involved in these investment activities are acceptable.
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Significant Accounting Policies
Revenue Recognition
Accounting policy after January 1, 2020

Revenue is recognized when the Company performs its performance obligations in the
contract, namely, when the customer obtains control of the relevant goods or services. To
gain control of the relevant goods or services means to dominate the use of the goods or
services and obtain almost all the economic benefits from it.

If two or more performance obligations are included in the Contract, the Company shall,
on the commencement date of the Contract, allocate the transaction price to each
performance obligation in proportion to the standard-alone selling prices of the distinct
goods or services. The Company measures revenue at the transaction price apportioned to
each performance obligation.

The transaction price is the amount of consideration that the Company expects to be
entitled to in exchange for transferring promised goods or services to a customer,
excluding payments collected on behalf of a third party and amounts expected to be
returned to the customer. The Company determines the transaction price according to the
terms of the contract and in combination with its previous customary practices, and
considers the influence of variable consideration, significant financing components
existing in the contract, non-cash consideration, consideration payable to a customer and
other factors when determining the transaction price. The Company shall include in the
transaction price some or all of the amount of variable consideration only to the extent that
it is highly probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the variable consideration
is subsequently resolved. If there is a significant financing component in the Contract, the
Company shall determine the transaction price that reflects the price a customer would
have paid for the promised goods or services if the customer had paid cash for those goods
or services when or as they transfer to the customer, and amortize the difference between
the transaction price and the contract consideration by the real interest rate method during
the contract period.

If one of the following conditions is met, it shall be considered as a performance obligation
within a certain period or, otherwise, at a certain point:

. The customer shall obtain and consume the economic benefits brought by the
Company during the performance of the Company.

. The customer can control the goods under construction during the performance
process.

. The commodities produced by the Company during the performance of the contract
have irreplaceable purposes, and the Company has the right to collect money for the
accumulated part of the contract that has been completed throughout the whole
contract period.
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For the performance obligations performed within a certain period of time, the Company
shall recognize the income according to the performance progress within that period,
except if the performance progress cannot be reasonably determined. Considering the
nature of the goods or services, the Company adopts the output method or the input method
to determine the performance progress. If the performance progress cannot be reasonably
determined and the cost incurred is expected to be compensated, the Company shall
recognize the income according to the cost amount incurred until the performance progress
can be reasonably determined.

For performance obligations performed at a certain point in time, the Company recognizes
revenue at the point when the customer obtains control of the relevant goods or services.
In determining whether the customer has acquired control of the goods or services, the

Company shall consider the following indications:

. The Company has the present right to payment collection for the goods or services,
that is, the customer has a present payment obligation for the goods or services.

. The Company has transferred legal title to the merchandise to the customer, meaning
that the customer already has legal title to the merchandise.

. The Company has transferred the commodity to the customer, namely the customer
has physical possession of the commodity.

. The Company has transferred the main risks and reward in the ownership of the
commodity to the customer, who has acquired the main risks and reward in the
ownership of the commodity.

. The customer has accepted the goods or services, etc.

Accounting policy before January 1, 2020

General principles of revenue recognition for goods sold include:

. The company has transferred the principal risks and rewards of ownership of the
goods to the purchaser;

. The Company neither retains the right of continued management associated with
ownership nor effective control over the goods sold;

. The amount of income can be measured reliably;
. The related economic benefits are likely to flow to the company;

. Related, incurred or to be incurred costs can be measured reliably.
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The recognition principle and measurement method of income from providing labor
services include:

. The revenue from labor services is recognized after the services have been completed.
Meanwhile the economic benefits associated with the services are likely to flow to the
company and the related revenues and costs can be measured reliably.

. In the case that the completion progress and results of the transaction can be reliably
estimated on the balance sheet date, and the costs incurred and to be incurred in the
transaction can be reliably measured, the percentage of completion method is adopted
to recognize the income from the provision of labor services.

. In the case that the transaction result cannot be reliably estimated on the balance sheet
date, if the incurred labor cost is expected to be compensated, the labor income
provided shall be recognized according to the amount of the labor cost incurred and
carried forward to the labor cost at the same amount. If the incurred labor cost is not
expected to be compensated, it should be included in the profit and loss of the current
period and labor income will not be recognized.

Government Grant

Government grant consists of monetary or non-monetary assets obtained from the
government, which is divided into asset-related government grants and revenue-related
government grants.

Asset-related government grants refer to the government grants obtained by the Company
and used for the acquisition or construction of long-term assets or obtainment of such
assets by other forms. Revenue-related government grants refer to those other than

asset-related government grants.

Government grants related to assets are used for the purchase and construction of fixed
assets, intangible assets and other long-term assets.

Government grants related to revenue are those other than asset-related government grants.
Government grants shall be recognized when the Company can meet the related conditions
stipulated in the financial supporting policies, and it is expected to obtain the financial
supporting assets subject to the following:

. The enterprise can meet the conditions attached to the government grants;

. Enterprises can receive government grants.

Deferred Income Tax Assets and Deferred Income Tax Liabilities

Income tax includes the current income tax and the deferred income tax. Except for the
income tax arising from business mergers and the transactions or matters directly included

in the owner’s equity (including other comprehensive income), the Company includes the
current income tax and deferred income tax in the current profits and losses.
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Deferred income tax assets and deferred income tax liabilities are calculated and
recognized based on the difference (temporary difference) between the tax basis of the
assets and liabilities and their book value.

The deferred income tax assets shall be recognized to the extent that the future taxable
income is likely to be obtained for deducting deductible temporary difference, deductible
loss and tax deduction by the Company. For the deductible losses and tax credits that can
be carried forward to subsequent years, the corresponding deferred income tax assets shall
be recognized to the extent that the future taxable income is likely to be used to offset the
deductible losses and tax credits. For the taxable temporary differences, the deferred
income tax liabilities are recognized, except in special circumstances.

Nonrecognition of deferred income tax assets or deferred income tax liabilities may
include:

. Initial recognition of the goodwill;

. It is not a business merger occurrence and does not affect the accounting profits and
taxable income (or deductible losses) transactions or matters.

Deferred income tax liabilities are recognized for taxable temporary differences related to
investments of subsidiaries, affiliates and joint ventures, unless the Company can control
the timing of the temporary difference and the temporary difference will likely not to be
reversed in the foreseeable future. Deferred income tax assets are recognized for the
deductible temporary differences related to the investment of subsidiaries, affiliates and
joint ventures, when the temporary difference is likely to turn back in the foreseeable
future and the taxable income used to deduct the deductible temporary difference is likely
to be obtained in the future.

On the balance sheet date, the deferred income tax assets and deferred income tax
liabilities shall be measured at the tax rate applicable to the period during which the assets
are expected to be recovered or the liabilities are expected to be settled.

On the balance sheet date, the Company reviews the book value of the deferred income tax
assets. If it is likely that sufficient taxable income is not obtained to offset the deferred
income tax assets, the book value of the deferred income tax assets is written down. If
there is sufficient taxable income, the written down value is reversed.

When the Company has the legal right to net settle and intends to net settle or acquire
assets and pay off liabilities simultaneously, the current income tax assets and the current

income tax liabilities are reported as the net offset.

On the balance sheet date, the deferred income tax assets and deferred income tax
liabilities are offset in the net amount when:

. The tax payer has the legal right to net settle the current income tax assets and the
current income tax liabilities;
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. Deferred income tax assets and deferred income tax liabilities are with respect to the
income tax by the same tax collection and administration authority over the same tax
subject, or over different tax subjects but, in the subsequent period of every reversal
of important deferred income tax assets and liabilities, such tax subjects intend to net
tax assets and liabilities of the current period or acquire assets and settle liabilities at
the same time.

Fixed Assets

Fixed assets are tangible assets that are held for production of goods or provision of
services, leasing to others, or for administrative purposes, which have useful life over one
accounting year. Fixed assets are recognized when the following conditions are met at the
same time:

. It is probable that the related economic benefits of fixed assets will flow to the
company;

. The cost of fixed assets can be reliably measured.

Fixed assets are initially measured at cost (taking into account the impact of expected
disposal expenses).

Subsequent expenditures related to fixed assets are included in the cost of the fixed assets,
if it is probable that the economic benefits associated with the fixed assets will flow and
their cost can be measured reliably, and the carrying amount of the replaced part is
derecognized. Subsequent expenditures other than these are charged to the current profit
or loss as incurred.

The Company has made provision for the fixed assets by using straight-line method and
determined the depreciation ratio according to the category of fixed assets, the estimated
useful life and estimated rate of salvage value. For fixed assets with provision for
impairment, the depreciation amount shall be determined in the future according to the
book value after deducting the provision for impairment and the remaining useful life. If
the useful lives of the components of fixed assets are different or they provide economic
benefits to the enterprise in different ways, the company will choose different depreciation
rates or depreciation methods for them and depreciate separately.

The depreciation method, useful life, residual value ratio and annual depreciation rate of
fixed assets are classified as below:

Estimated Annual

Useful life residual depreciation

Type Depreciation method (year) value ratio rate

(%) (%)
Buildings and structures . . . .. Straight-line method 20-40 5  2.38-4.75
Machinery and equipment . ... Straight-line method 6-15 5 6.33-15.83
Transportation equipment. . . . . Straight-line method 3-12 5 7.92-31.67
Office equipment and others .. Straight-line method 2-10 5 9.50-47.50

Proceeds from the disposal of fixed assets on sale, transfer, retirement or destruction, net
of their carrying amount and related taxes, are included in profit or loss for the current
period.
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Changes in Accounting Standards

For a description of changes in accounting standards for 2019, 2020 and 2021 and an
assessment of their impact on our consolidated financial statements, see note II to the
Annual Historical Financial Information to this Prospectus.

Discussion and Analysis of the Six Month Historical Financial Information

The table below sets forth our results of operations for the periods indicated:

Six months ended June 30,

2021 2022

(RMB in millions)

(unaudited) (reviewed)
Total operating revenue. . . ... ................... 6,521 5,334
Operating revenue . . . . .. .. ....ouuenenenenen.. 6,521 5,334
Total operating cost. . . .. ....... ... ... .......... 4,290 3,770
Operating cost. . . .. ..ot 2,428 2,021
Taxes and surcharges . . .. ...................... 77 55
Selling exXpenses . . .. .. ... 958 823
Administrative eXpenses. . . . . .. ... 353 365
Research and development expenses . .. ............ 373 439
Financial expenses. . .. .......... .. .. .. .. ...... 101 66
Add: Other income . .. ......... .. .. .. ... .. ..... 23 21
Investment loss (loss expressed in parentheses) .. ... .. (71) (40)
Gains from change in fair value (loss expressed in
parentheses) . . . .. ... 2 0)
Loss on impairment of credit (loss expressed in
parentheses) . . ... ... ... (19) (10)
Loss on impairment of assets (loss expressed in
parentheses) . . . ... .. 0 )
Gains from disposal of asset (loss expressed in
parentheses) . . . .. ..ot 0 0
Operating profit . ... ...... .. .. .. .. .. .. ......... 2,166 1,531
Add: Non-operating income. . . .. .................. 16 6
Less: Non-operating exXpenses . .. .. ................ 10 10
Total profit before tax. .. ....................... 2,172 1,527
Income tax eXpense . . . .. .. .. ..., 356 230
Net profit. . . . ... ... ... ... . . 1,816 1,297
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The following discussion compares our consolidated results of operations in the six months
ended June 30, 2022 with 2021.

Operating Revenue

Our operating revenue decreased by RMB1,187.1 million, or 18.2%, from RMB6,520.6
million in the six months ended June 30, 2021 to RMB5,333.5 million in the same period
of 2022. The decrease was mainly due to a decrease in the operating revenue of our
medical device business, primarily due to: a decrease in the revenue generated from sales
of COVID-19 antigen rapid test kits, as the demand for such products has normalized.

Operating Cost

Our operating cost decreased by RMB406.6 million, or 16.8%, from RMB2,428.0 million
in the six months ended June 30, 2021 to RMB2,021.4 million in the same period of 2022.
The decrease was largely in line with our decreased operating revenue.

Gross Profit and Gross Profit Margin

Our gross profit decreased by RMB780.4 million, or 19.1%, from RMB4,092.5 million in
the six months ended June 30, 2021 to RMB3,312.1 million in the same period of 2022.
Our gross profit margin remained relatively stable at 62.8% and 62.1% in the six months
ended June 30, 2021 and 2022, respectively.

Taxes and Surcharges

Our taxes and surcharges decreased by RMB21.7 million, or 28.2%, from RMB77.0
million in the six months ended June 30, 2021 to RMB55.3 million in the same period of
2022. The decrease was mainly due to decreases in city maintenance and construction tax
and educational surcharge.

Selling Expenses

Our selling expenses decreased by RMB135.4 million, or 14.1%, from RMB958.4 million
in the six months ended June 30, 2021 to RMB823.0 million in the same period of 2022.
The decrease was mainly due to decreases in (i) market fee (mainly related to the
promotion of our new and existing products to the market), the fluctuations in which are
mainly related to the promotion efforts in our new and existing products in light of the
market reception of such products, and (ii) traveling expense, as our marketing activities
were adversely affected by the new waves of COVID-19 in the first half of 2022.
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Administrative Expenses

Our administrative expenses increased by RMB12.1 million, or 3.4%, from RMB353.1
million in the six months ended June 30, 2021 to RMB365.1 million in the same period of
2022. The increase was mainly due to: (i) an increase in employee benefit expense; (ii) an
increase in depreciation expense, mainly due to an increase in the balance of our fixed
assets.

Research and Development Expenses

Our research and development expenses increased by RMB66.5 million, or 17.8%, from
RMB373.0 million in the six months ended June 30, 2021 to RMB439.5 million in the
same period of 2022. The increase was mainly due to: (i) an increase in employee benefit
expense, primarily due to increased number of our R&D staff and enhanced compensation
for such personnel; and (ii) an increase in material fee and materials consumed, energy
expense, and testing expense, which reflected our continual R&D efforts.

Financial Expenses

Our financial expenses decreased by RMB34.7 million, or 34.4%, from RMB100.8 million
in the six months ended June 30, 2021 to RMB66.1 million in the same period of 2022. The
decrease was mainly due to an increase in our interest income, as the Company improved
the management of money on hand, and increased the return accordingly.

Other Income

Our other income decreased by RMB2.9 million, or 12.5%, from RMB23.5 million in the
six months ended June 30, 2021 to RMB20.5 million in the same period of 2022. The
decrease was mainly due to a decrease in government grants we received in relation to our
daily operations.

Investment Loss

Our investment loss decreased by RMB30.6 million, or 43.4%, from RMB70.5 million in
the six months ended June 30, 2021 to RMB39.9 million in the same period of 2022. The
decrease was mainly due to our share of the increased investment in R&D activities by
Lepu Biopharma Co., Ltd. based on our shareholding percentage.

Gains/(Loss) from Change in Fair Value
We had gains from change in fair value of RMB1.8 million in the six months ended June
30, 2021, which changed to loss from change in fair value of RMBO0.2 million in the same

period of 2022. The change was mainly due to the fluctuations in the stock prices of shares
held by us.

- 108 —



MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Loss on Impairment of Credit

Our loss on impairment of credit decreased by RMBS.4 million, or 44.5%, from RMB18.9
million in the six months ended June 30, 2021 to RMB10.5 million in the same period of
2022. The decrease was mainly due to a decrease in the bad debts of accounts receivable,
and the collection of certain aged accounts receivables.

Loss on Impairment of Assets

We had nil loss on impairment of assets in the six months ended June 30, 2021, which
changed to loss on impairment of assets of RMB2.0 million in the same period of 2022,
mainly relating to impairment of inventories of certain of our subsidiaries.

Gains from Disposal of Assets

Our gains from disposal of assets remained relatively stable at RMB0.06 million and
RMBO0.4 million in the six months ended June 30, 2021 and 2022, respectively.

Non-Operating Income

Our non-operating income decreased by RMB10.2 million, or 63.9%, from RMB16.0
million in the six months ended June 30, 2021 to RMBS5.8 million in the same period of
2022. The decrease was mainly due to a decrease in government grants we received outside
our daily operations.

Non-Operating Expenses

Our non-operating expenses remained relatively stable at RMB10.4 million and RMB10.2
million in the six months ended June 30, 2021 and 2022, respectively.

Income Tax Expense
Our income tax expense decreased by RMB126.1 million, or 35.4%, from RMB356.2

million in the six months ended June 30, 2021 to RMB230.2 million in the same period of
2022. The decrease was mainly due to a decrease in our taxable income.
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Indebtedness

The table below sets forth a breakdown of our indebtedness as of the dates indicated:

As of
December 31, As of June 30
2021 2022

(RMB in millions)

(audited) (reviewed)

Current indebtedness
Short-term borrowings. . .. ....... ... ... . ... 584 617
Notes payable. . . ...... ... ... .. .. .. .. . . . ... 229 129
Non-current liabilities due in one year . .. ............

Long-term borrowings . . ... .................... 184 167

Lease liabilities . . .. ... ... ... .. . . . 65 62
Non-current indebtedness
Long-term borrowings. .. .. ... .. .. .. .. .. .. ..... 1,210 1,263
Bonds payable . ..... ... ... ... .. 2,673 2,702
Lease liabilities. . ... ........ ... ... . 125 179
Total . . .. .. . . . 5,070 5,118

The outstanding balance of our total indebtedness remained relatively stable as of
December 31, 2021 and June 30, 2022. As of June 30, 2022, we had utilized approximately
RMB3,160 million of our banking facilities, and approximately RMB6,940 million
remained unutilized. As of the same date, we had applied for extension of existing credit
line of RMB2,600 million from five commercial banks, which was subject to their internal
approval.

Recent Developments

On May 17, 2022, the general meeting of the shareholders of our Company approved a
proposal to register and issue additional medium-term notes with a principal amount of no
more than RMB1.8 billion and a term of less than five years.

Outlook for the Year Ending December 31, 2022

Certain statements in this section, including in particular the financial targets described
immediately below, constitute forward-looking statements. These forward-looking
statements are not guarantees of future financial performance and our actual results could
differ materially from those expressed or implied by these forward-looking statements as
a result of many factors, including, but not limited to, those described under “Forward-
Looking Statements” and “Risk Factors,” respectively. Investors are strongly urged not to
place undue reliance on any of the statements set forth below.

sk sk sk sk s sk sk sk sk sk sk ko
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For the current financial year of 2022, based on prudent estimation in light of our current
business, we aim to achieve an increase in our operating revenue by 15% to 25%,
compared to 2021, with respect to our regular business, which does not take into account
COVID-19 related products.

s s sfe st sk sfeoske sfeoske sk skok

In preparing our outlook, we have generally assumed that there will be no changes in
existing political, legal, fiscal, market or economic conditions or in applicable laws,
regulations or rules (including, but not limited to, licensing requirements, volume-based
procurement regulations, tax laws, accounting policies and accounting treatments) or
movements in foreign exchanges rates, which, individually or in the aggregate, would be
material to our results of operations; and that we will not become party to any litigation
or administrative proceeding that might have a material impact on us or of which we are
currently unaware. The assumptions on which we have based our financial outlook include
the following:

. We will be able to continue building our product pipeline and achieve
commercial approval for the relevant product candidates.

. We will be able to maintain and expand our sales and distribution network.

. We will be able to maintain our existing key customer relationships and/or
acquire new customers.

. We will be able to maintain and expand our academic customer education and
training services to train doctors and other medical professionals to use our

products.

. We will be able to continue further developing and improving our product
offerings through in-house R&D.

. We will be able to continue to deliver high quality products in a timely manner.

. We will be able to continue expanding and/or optimizing our production
capacity and utilization in line with increased sales volumes.

. We will be able to continue securing regulatory approval and certifications in a
timely manner.

The assumptions that may also be affected by external factors beyond our control include
the following:

. We expect that the overall markets we serve will continue to develop as
described in “Industry and Market Overview.”

. We expect that the economic environments in the markets and industries we

serve will not develop in a negative manner that could have a material impact on
our results of operations.
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. We expect that the competitive landscape will remain similar to the current
market situation as described in “Industry and Market Overview.”

. We expect that regulatory laws and requirements, including those with regard to
licensing, reimbursement and procurement, will remain similar to the current
regulatory landscape.

. We expect that tax laws will not change dramatically to our disadvantage.
. We expect that ongoing litigation and administrative proceedings of which we
are currently aware will not result in outcomes that will have a material adverse

impact on us.

. We expect that foreign exchange rates will not change in such a significant way
that the current relation between our assets and capital is heavily distorted.

Investors are strongly urged not to place undue reliance on any of the statements set

forth above. Investors are also urged to review the sections ‘“Forward-Looking
Statements” and “Risk Factors” when considering the statements made above.

-112 -



INDUSTRY AND MARKET OVERVIEW

Generally, the information on the market and competitive environment presented below in
this section is, unless indicated otherwise, taken or derived from the market study that was
prepared for us by Frost & Sullivan (the “Frost & Sullivan Report”). The report’s objective
was to determine the relevant markets for us, their size and growth prospects and to
determine our competitive position in these markets. Certain statements below are based
on our own proprietary information, insights, opinions or estimates, and not on any
third-party or independent source; these statements contain words such as “estimate” or
“believe,” and as such do not purport to cite or summarize any third-party or independent
source and should not be read as such. The forward-looking statements in this section are
subject to risks and uncertainties, as they relate to future events, and are based on
estimates and assessments that may be inaccurate.

Cardiovascular Diseases
Overview of Cardiovascular Diseases

Cardiovascular diseases are generally categorized into two types, vascular diseases and
heart diseases. Vascular diseases generally include coronary artery disease, neurovascular
disease and peripheral vascular disease. Heart diseases generally include congenital heart
disease, heart valvular disease, myocardial disease and arrhythmia. The table below sets
out main subcategories of cardiovascular diseases:

Representative
Disease Subcategory Disease Overview Diagnostic/Treatment/Monitoring
Devices
Coronary artery diseases (CAD) are forms of myocardial ischemia (MI)
and angina pectoris or myocardial infarction heart disease caused by Prevalence
coronary artery stenosis or obstruction (atherosclerosis or dynamic «Bioresorbab) 25.9 million
vasospasm), which is also known as ischemic heart disease. Balloon, Cutt

Atrial fibrillation (AF) is the most common sustained arrhythmia,

R which can cause palpitations, chest tightness, dizziness and even + Ablation Therapies, Implantable Pacemaker Prevalence
-G 1B OV W I BT WPV WM fainting, increase the chance of thromboembolism and induce or .
aggravate existing heart diseases, further resulting in heart failure, * Pulse and Blood Pressure Monitor 20.3 million

pulmonary edema, angina, shock and sudden death.

Cardioembolic stroke refers to the shedding of microthrombi in the heart
during the systole of the heart, causing vascular embolism and then
stroke events, of which the common cause is related to atrial fibrillation
and heart failure.

- . . o Prevalence
Cardioembolic Stroke * LAA Occluder, PFO Occluder
4.5 million

Valvular diseases refer to the lesions of valves in the human body - Prevalence
mitral valve, tricuspid valve, aortic valve or pulmonary valve, which D /r, Transcathete P i L
Valvular Diseases affects blood flow, resulting in abnormal heart function and heart failure, il d . Aortic Regurgit:

of which cause is related to rheumatic fever, degenerative changes, S o . B Severe to Moderate
congenital malformations, avascular necrosis, infection and trauma. (MR*): 11.1 million

As one of the leading causes of infant mortality, congenital heart diseases
(CHD) refer to the abnormal development or failure to close the channels
Congenital Heart that should be automatically closed after birth when forming heart and « ASD, VSD, Patent Ductus Arteriosus

Diseases (CHD) blood vessels during embryonic development. They result in abnormalities Occluders (PDA Oceluders) R —
in the solid structure or function of the blood vessels in the heart or
thoracic cavity.

Incidence

Peripheral artery diseases (PAD) refer to diseases of the blood vessels ~ . ) o
Peripheral Artery locating outside the heart, the brain and the thoracoabdominal aorta, * DCB, DES, PTA B: . Prevalence

Diseases (PAD) most of which occur as a result of the narrowing, blocking or -
weakening of the arteries, and is primarily related to atherosclerosis.

Debulking De

52.0 million

Source: Literature Research, Expert Interview, Frost & Sullivan Analysis
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Burden Analysis for Cardiovascular Diseases Globally and in China

Globally, cardiovascular diseases are the top causes of death. An estimated 17.9 million
people died from cardiovascular diseases in 2019, representing 32% of all global deaths.
Of these deaths, 85% were due to heart attack and stroke. In addition, more than three
quarters of deaths caused by cardiovascular diseases occur in low- and middle-income
countries. According to the Global Burden of Disease (GBD) Study 2019, cardiovascular
diseases accounted for 393 million disability-adjusted life years (DALYs) globally, with
over 46,000 per million people years of life lost (YLL) and over 4,000 per million people
years lost due to disability (YLD). From 2010 to 2019, cardiovascular diseases remained
the top cause for global deaths, YLLs and DALYs.

Cardiovascular diseases are highly prevalent in China and its disease burden remains the
highest among all diseases in 2019, with a significant increase in recent years. According
to the GBD Study 2019, cardiovascular diseases were responsible for 4.6 million deaths in
China in 2019. From 2005 to 2019, the estimated YLLs increased from 69.0 million to 81.5
million.

The prevalence, number of deaths and YLLs of cardiovascular diseases are higher in
relation to the male and elderly populations. With continual increase in life expectancy and
the elderly population, the burden of cardiovascular diseases is expected to grow both
globally and in China.

Life Cycle Management of Cardiovascular Diseases

Cardiovascular diseases are characterized by high prevalence, high disability rate and high
mortality rate, and are common among the middle-aged and elderly population. Population
with high blood pressure, high cholesterol level and high glucose level caused by aging,
smoking, excessive drinking and other unhealthy lifestyles are exposed to high
cardiovascular disease risk. Additionally, some of the cardiovascular diseases tend to
develop rapidly. Hence, disease prevention at an early stage is recommended for such
population. To avoid sudden cardiac death and cardiogenic shock, timely diagnosis and
treatment are suggested for patients as soon as possible after they are diagnosed or have
physical discomfort. After surgical treatment for acute symptoms, patients with
cardiovascular diseases are supposed to undergo the cardiac rehabilitation. Therefore,
whole life cycle management of cardiovascular diseases for patients, including continuous
monitoring and drug administration, is of great importance for improving prognosis,
reducing mortality and avoiding relapse. Drugs, medical devices and medical services are
all important for the whole life cycle management of cardiovascular diseases.
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Chronic Diseases related to Cardiovascular Diseases

Chronic diseases are defined broadly as conditions that last for at least one year and
require ongoing medical attention or limit activities of daily living or both. According to
the World Bank statistics, non-communicable diseases (NCDs) are the leading cause of
death in China, and the number of deaths caused by NCDs each year accounts for more
than 80% of the deaths caused by all diseases. In addition, some chronic diseases increase
risks to cardiovascular diseases. People with abnormal blood pressure, cholesterol levels
and glucose levels tend to require professional guidance to prevent their illnesses from
worsening. The chart below lists typical chronic diseases related to cardiovascular diseases
in China:

Hypertension

@ @ Hyperlipidemia

Source: Literature review, Frost & Sullivan Analysis

The Medical Device Market
Cardiology Interventional Devices

Cardiovascular interventional devices can be classified into cardiology interventional
devices, neurovascular interventional devices and peripheral interventional devices.
Cardiology interventional devices could be generally divided into coronary artery
interventional devices, structural heart disease interventional devices, cardiac
electrophysiology interventional devices as well as access and supportive devices.
Coronary artery interventional devices generally refer to coronary stents and balloon
catheters. Coronary stents include bare metal stent (BMS), drug eluting stent (DES) and
bioresorbable scaffolds (BRS). Coronary balloon catheters include percutaneous coronary
angioplasty (PTCA) balloon catheters, drug coated balloon (DCB) catheters and functional
balloon catheters such as cutting balloon catheters and IVL balloon catheters (pulsed sonic
balloon dilatation catheters). Structural heart diseases interventional devices mainly
include occluders and valvular diseases interventional devices, such as ASD/VSD/PDA
occluders, TAVR devices, TMV treatment devices and TTV treatment devices. Cardiac
electrophysiology interventional devices mainly include mapping catheters, ablation
catheters, implantable cardioverter defibrillator (ICD) and pacemakers. Access and
supportive devices could be classified based on general or specific applicable scenarios.
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Typical examples for those applied to general scenarios include puncture needles, guiding
catheters and guiding wires, which could be applied to various cardiology interventional
surgeries. In comparison, the use of devices with specific indication, for example,
intracardiac introducer sheath sets and accessories, is generally limited to certain
scenarios.

The cardiology interventional device market in China is expected to grow, driven by
factors including (i) aging population and unmet clinical needs; (ii) national incentive
policies and increased patient accessibility; and (iii) the popularization of the “intervention
without implantation” concept.

Expected future trends of the cardiology interventional devices market in China mainly
include:

(i) increasing clinical needs for cardiology interventional devices;
(i) technology iteration in the context of volume-based procurement; and
(iii) the popularization of “precise PCI” and innovative coronary products.

The table below sets out the historical and forecasted market size of cardiology
interventional devices in China:

Historical and Forecasted Market Size of Cardiology Interventional
Devices in China, 2017-2030E

Period CAGR
2017-2021 8.9%
2021-2025E 14.4%

2025E-2030E 15.9%

85.3

75.6
Billion RMB

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

Source: Frost & Sullivan analysis

Coronary Artery Stent

Percutaneous coronary intervention (PCI) is an interventional procedure used to treat
coronary arteries narrowing (stenosis) found in coronary artery disease. As the most widely
applied and minimally invasive surgical treatment for coronary heart diseases, PCI
surgeries involve various types of products and include major subcategories such as PTCA
and coronary stent implantation (CSI). PTCA, as a basic interventional method for the
treatment of coronary heart diseases, utilizes balloon catheters to dilate vascular stenosis
and resume blood stream. However, PTCA alone could result in a comparatively high
incidence of acute coronary occlusion and restenosis. As a result, PTCA is rarely
performed alone at present, but followed by CSI to ensure long-term vessel dilation. Once
the stenotic coronary arteries are dilated by balloon catheters, stents could be placed at the
target lesion to keep the artery dilated and reduce Late Lumen Loss (LLL).
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The coronary artery stent implantation evolved gradually, from percutaneous angioplasty
balloon, to BMS, to DES and to bioresorbable scaffold. Bioresorbable scaffold is a
polymer- or metal-based scaffold that can provide mechanical support to maintain vascular
patency and subsequently degrades in the human body without leaving permanent foreign
implantation which may lead to lifelong medication, restenosis, hindrance of further
surgery and impairment of imaging.

In addition to avoiding such adverse events caused by implantation of non-resorbable
stents, bioresorbable scaffold improves the outcome of PCI and preserves future
revascularization options for cardiovascular disease treatment. Bioresorbable scaffold is
expected to gradually become the first choice for coronary interventional treatment. The
table below summarizes potential advantages of BRS over DES and BMS:

Potential advantages of bioresorbable scaffolds over DES and BMS BRS DES BMS

Sufficient Radial Support after the Procedures 2.8.8.9 * Kk ok

Strong
Positive Remodeling Possibility * ok * * folalel

Medium
Facilitate Reintervention in the Treated Segment (CABG or PCI) 'S © ¢ * * *k
Poor

Potential Recovery of Vasomotion * ok *k * *
No Interference with X-ray, CT, MRI examinations * ok * *

Source: Literature Review, NCBI, Frost & Sullivan Analysis

The table below sets out the historical and forecasted market size of coronary stent in
China:

Breakdown of China Coronary Stent Market by Type, 2017-2030E

Period BMS DES BRS Total
2017-2021 -61.6% -27.0% - -22.8%
2021-2025E -0.8% 1.5% 51.0% 17.4%

2025E-2030E -2.0% 2.7% 8.7% 6.2%

Billion RMB

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

= BRS = DES mBMS

Source: Frost & Sullivan analysis
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NeoVas and Xinsorb are currently the only two bioresorbable scaffolds approved in China
which have been practically used in clinical scenarios. China’s bioresorbable scaffold
market is expected to be dominated by a few domestic players. The ability to develop
advanced products that can satisfy real and intimate clinical needs could be one of the key
distinguishing factors for competing in this market.

Commercialized Drug-Eluting

Bioresorbable Scaffolds Drug Eluting Bioresorbable Scaffolds in Research Phase

Manufacturer Lepu Medical ~ BioHuaan Bioheart MicroPort AMET Lifetech Maiquan Meril Life
Product Name NeoVas Xinsorb Bio-heart Firesorb Amsorb 1BS Biomagic MeRes100
Thickness (um) 170 160 125-145 100-125 140-150 70-80 130 100
First-in-human Trial(FIM) Completed Completed Completed Completed Completed Completed Completed
Randomized Controlled
Trial (RCT) Completed In Progress In Progress In Progress In Progress In Progress In Progress
Approval Time / Region 2019 2020 N/A
. 4 (manually 4 (manually 4 (embedded by
Imaging Marker embedded) embedded) machine) N/A 2 N/A NA 2
Radial Force (N/mm) 1.4 1.4 1.4 12 N/A N/A N/A 1.2
*Bidding Price (RMB) 29,580 27,800 N/A N/A N/A N/A N/A N/A
_ Governmental No No N/A N/A N/A N/A N/A N/A
Reimbursement Coverage
* The device price is based on the latest and regional bidding price from public information. Price updated as of

May 12, 2022.
Source: NMPA, Company Website, CMDE, Frost & Sullivan Analysis

Bioresorbable scaffold development is facing barriers including (i) insufficient ductility,
which affects stent retention on balloon catheter and limits the range expansion of the stent
during deployment; (ii) low tensile strength and stiffness, which require the struts to be
thick enough to prevent recoiling during vascular remodeling; (iii) limited elongation-at-
break, which defines the expansion range of the stent; and (iv) stent design, which requires
greater strut thickness to compensate for the reduced radial strength of struts. Future trends
of bioresorbable scaffold development will be focused on device improvement,
implantation techniques improvement and patient screening improvement.

Coronary Balloon Catheters

Coronary balloon catheters can mainly be classified as ordinary balloon catheters, high
pressure balloon catheters, drug-coated balloon catheters, cutting balloon catheters and
pulsed sonic balloon dilatation catheters. The ordinary balloon catheters can be applied
before stent implementation or drug-coated balloon catheter intervention for pre-dilation.
Cutting balloon catheters and pulsed sonic balloon dilatation catheters are applied for the
treatment of calcified lesions where ordinary balloon catheters cannot be applied.
Drug-coated balloon catheter intervention is an alternative for drug-eluting stent
implementation which may cause in-stent restenosis. Also drug-coated balloon catheters
can be applied in scenarios like small vessel diseases and bifurcation lesions, where
drug-eluting stent implementation is incapable of achieving ideal curative effect.
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Cutting Balloon Catheters

The cutting balloon catheter is a special kind of balloon catheter. There are usually three
or four atherotomes (microsurgical blades) bonded longitudinally to the outer surface of
the balloon. The mechanism of cutting balloon catheter is to create discrete longitudinal
incisions in the atherosclerotic target coronary segment during balloon inflation. Cutting
balloon catheter is a unique angioplasty device used in PCI.

The table below sets out the historical and forecasted market size of coronary cutting
balloon catheter in China:

Historical and Forecasted Market Size of Coronary Cutting Balloon Catheter in
China, 2017-2030E

Period CAGR
2017-2021 20.2%
2021-2025E 34.1%
2025E-2030E 8.4%

Billion RMB

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

Source: Frost & Sullivan analysis
In China, two imported intracardiac cutting balloon products that have obtained NMPA

approval, both manufactured by Boston Scientific. Vesscide cutting balloon system,
manufactured by Lepu Medical, is the only domestic product.

Boston Scientific Lepu Medical
Manufacturer -Bost
Shosiiic 8 ey
oA,

Wolverine Coronary Cutting Balloon
MONORAIL Microsurgical Dilatation
Device

Flextome Cutting Balloon Monorail

Product Name R . . . .
Microsurgical Dilatation Device

Vesscide Cutting Balloon System

Indicated for patients with
atherosclerotic plaques in coronary
arteries that need cutting treatment,
and patients for CABG surgery in

an emergency

Intended for patients with coronary artery disease
who can accept coronary artery bypass graft
(CABG) surgery and need surgical treatment

urgently

Intended for patients with coronary
artery disease who can accept CABG
surgery and need surgical treatment
urgently

Approval
Indication

« Nylon balloon material designed to provide

Key Features

flexibility, superb compliance and improved
puncture resistance

« Opverall better deliverability to treat more
complex lesions

« Precise dilatation

« Scores the plaque by severing the elastic and
fibrotic continuity of the vessel wall

recoil

« Lumen gain through plaque compression
instead of vessel wall expansion

« Combines a proprietary athrotome

and low pressure balloon design

« Compared to Flextome, the reduction |«

in the T-slot height generates a
smaller profile

« Improved inner and outer flexibility
« Improved tip flexibility and visibility |*
« Dilating the lesion at lower pressures with less|

Improved balloon flexibility and
durability

« Better

pretreatment before stent

and DCB implants

Easier
vessel

to pass through the
based on the design of

four columns of segmented

blades

Less abrasion to the inner wall

of blood vessels with
microblades

NMPA Approval

June 26, 2017

April 10,2020

December 1, 2020

Average Bidding Price* (RMB)

5,718

5,718

5,700

* The device price is based on the latest and regional bidding price from public information. Price updated as of May 11,

2022.
Source: NMPA, Company Websites, CMDE, Frost & Sullivan Analysis
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CHD Occluder Products

Congenital heart diseases (CHD) interventional occlusion is a method of puncturing the
peripheral blood vessels and pushing the delivery catheter and occluder to the
corresponding part of the congenital heart development defect with the assistance of
fluoroscopy guidance and bedside echocardiography. It is a minimally invasive treatment
technology for atrial septal defect (ASD), ventricular septal defect (VSD), patent ductus
arteriosus (PDA) and defects on other vascular pathways.

The table below sets out the historical and forecasted China CHD occluder market size:

Historical and Forecasted China CHD Occluder Market Size, 2017-2030E

Period CAGR
2017-2021 9.5%
2021-2025E 8.9%
2025E-2030E 2.0%

588.3 602.1 611.5 619.2 622.9

Million RMB 530.3 363.3

491.7

3068 2905

278.6 293.2

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

Source: Frost & Sullivan Analysis

Cardioembolic Stroke Prevention Occluder Products

Interventional occlusion is a method for the prevention of cardioembolic stroke.
Cardioembolic stroke occluder products primarily include patent foramen ovale (PFO) and
Left Atrial Appendage (LAA) occluder products.

PFO occluder is a medical device delivered along the blood vessel to the patient’s PFO.
A medical practitioner implants the PFO occluder into the patient’s PFO through a catheter
from a small incision in the patient’s thigh groin. Once a medical practitioner confirms that
the position is correct, the PFO occluder is opened, expands and forms on both sides of the
interatrial septum, and the occluder is then released.

LAA occluder is a medical device that blocks LAA to prevent the thrombus formation and
breaking off, thereby preventing cardioembolic stroke. Patients may use LAA occlusion
when there is no improvement after the drug treatment. For patients who have a high risk
of bleeding and embolism, and are not suitable for long-term anticoagulant therapy,
implantation of the LAA occluder is a better option.
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The table below sets out the historical and forecasted China cardioembolic stroke
prevention occluder market size:

Breakdown of China Cardioembolic Stroke Prevention
Occluder Market, 2017-2030E

CAGR PFO Occluder LAA Occluder Total

2017-2021 77.3% 67.9% 70.1%

2021-2025E 18.6% 31.0% 28.1%
2025E-2030E 15.5% 35.0% 32.1% 7,828.5

Million RMB

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

B LAA Occluder B PFO Occluder
Source: Frost & Sullivan Analysis

Transcatheter Aortic Valve Replacement (TAVR), Transcatheter Mitral Valve Repair
(TMVr) and Transcatheter Mitral Valve Replacement (TMVR)

TAVR is a globally advanced cardiovascular interventional technique by implantation of a
prosthetic valve through a vascular path to treat aortic stenosis or aortic regurgitation.
TAVR has the advantages of minimal invasiveness, a shorter postoperative recovery period
and suitable for patients who cannot tolerate surgical aortic valve replacement (SAVR).
The China market for retrievable TAVR products is on the rise. Four retrievable TAVR
products have been launched, and five retrievable TAVR products have entered clinical
trial stage in China based on public information. The table below summarizes the
competitive landscape of these retrievable TAVR products in clinical stage:

E\pfmdmg Peucaldlum

Lepu Scientech ScienCrown™ BE & SE

Silara Medtech Silara®-Valve AS TF SE BP
KingstronBio ProStyle AS TF SE BP
Venus Medtech Venus-PowerX® AS NA SE NA
Peijia Medical Taurus NXT® AS NA SE BP

As of June 2, 2022.

BE=balloon-expanding; SE=self-expanding; BP=bovine pericardium; PP=porcine pericardium; TF=transfemoral;
TA=transapical

Source: Public Information, Frost & Sullivan Analysis
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The table below sets out the historical and forecasted China TAVR device market size:

Historical and Forecasted China TAVR Device Market Size, 2017-2030E

Period CAGR
2017-2021 116.9%
2021-2025E 52.0%
2025E-2030E 18.5%

Million RMB

11,359.7

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

Source: Frost & Sullivan Analysis

Interventional mitral valve treatment is suitable for patients with severe mitral
regurgitation who cannot tolerate conventional surgical treatments. The treatment options
include Transcatheter Mitral Valve Repair (TMVr) and Transcatheter Mitral Valve
Replacement (TMVR). Currently in China, there is one approved transcatheter mitral valve
treatment devices and eleven devices in clinical trials, including eight for repair and three

for replacement. The table below summarizes the current competitive landscape of Chinese
TMVr and TMVR products:

MemoClip-A Edge-to-edge repair Transapical
Lepu Scientech
- Chordal implantation Transapical
Hanyu Medical ValveClamp Edge-to-edge repair Transapical
MitralStitch® Mainly chordal implantation Transapical
Repair Valgen Medtech
DragonFly™ Edge-to-edge repair Transfemoral
NewMed Medical Valveclip-M™ Edge-to-edge repair Transfemoral
Shenqi Medical Qilin™ System Edge-to-edge repair Transfemoral
KOKA Lifesciences LIFECLIP® Edge-to-edge repair Transapical
NewMed Medical Mi-thos® Transcatheter mitral valve Transapical
replacement
Replacement MitrAssist MitraFix® Transcatheter mitral valve Transapical
replacement
Balance Medical Renato™ Transcatheter mitral valve Transapical

replacement (valve-in-valve)

As of May 11, 2022

Source: Public Information, Frost & Sullivan Analysis
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The table below sets out the historical and forecasted China TMVr device market size:

Historical and Forecasted China TMVr Device Market Size, 2021-2030E

Period Period
2021-2025E 154.3%
2025E-2030E 24.5%
4,988.2
Million RMB
399 136.5
2021 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan Analysis

Pacemakers

A pacemaker is a small device to prevent the heart from beating abnormally. It works by
mimicking the body’s sinus node, sending electrical impulses to prompt the heart to beat.
According to the number of leads, pacemakers can be mainly categorized into single-
chamber, dual-chamber and biventricular pacemakers. The more chambers where the lead
is implanted, the greater the assisting effect of the pacemaker, and the contraction between
parts of the heart becomes more/coordinated and efficient. The table below provides main
classifications of pacemakers:

_ Compositions and Differences Indications

Single A lead implanted in the right atrium or right ventricle Persistent atrial fibrillation, sinus node problems but
chamber normal conduction
T Pulse Two leads |mplant§d in the rlght atrium and right Bradycardia
generator ventricle, respectively
Biventricular Three leads usually implanted in the right atrium, right Patients with heart failure and different ratios of left and
pacemakers ventricle, and left ventricle right ventricular systole

Source: Frost & Sullivan Analysis
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The table below sets out the historical and forecasted China implantable pacemaker market
size:

Historical and Forecasted China Implantable Pacemaker Market Size, 2017-2030E

Period CAGR
2017-2021 8.9%
2021-2025E 2.0%
2025E-2030E 7.4%

Million RMB

4,284.1

4,004.9

3,739.8
3,483.0

2,772.9

24332 23605

2017

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

Source: Frost & Sullivan Analysis

Direct Measurement Fractional Flow Reserve (FFR)

The presence of myocardial ischemia is the most important prognostic factor in patients
with ischemic heart disease. FFR is a technique used in coronary catheterization to
measure pressure differences across a coronary artery stenosis to determine the likelihood
that the stenosis impedes oxygen delivery to the heart muscle (myocardial ischemia).
Precision PCI is gradually gaining popularity in the U.S., Japan and the EU. FFR
penetration to CAG in the U.S., Japan and the EU has reached 16.1%, 15.7% and 6.7% in
2020 respectively. However, FFR penetration to CAG in China was only 0.6% in 2020.

The table below summarizes the current competitive landscape of approved direct
measurement FFR catheters in China:

Domestic MNC
Manufacturer .
Insight Abbott Philips Boston Scientific
Lifetech ps ”
N X o Pressurewire X . »
IO LTUBNET Tl TRUEPHYSIO® |  Pressurewire Certus® Jowrira® Pressurewire Aeris® Verrata® Comet®
Guidewire
. Pressure . . . . .
Category . Pressure Wire Pressure Wire Pressure Wire Pressure Wire Pressure Wire
Microcatheter
Compatible with the . .
QUANTIEN™ C()mpdllble W“h_ Compatible with
Compatible with . . Measurement System. {nultlp.le platf(yrrfls. Volcano’s . .
Product VivoCardio™ Compatible with OPTIS™ including all major multi-modality Compatible with all

Compatibility multiple platforms hemodynamic recording hemodynamic systems

Console Imaging S){slems and the systems and imaging
Coroventis CoroFlow ™ systems
. ILUMIEN™
Cardiovascular System
Major
(el et il EU and China US, EU and China US, EU and China US, EU and China US, EU and China US., EU, Japan and China
Regions
Approval NMPA| CE |NMPA| CE FDA | NMPA| CE FDA [NMPA| CE FDA |NMPA | CE FDA |NMPA [ CE FDA
Authorities
INUOZI R 2020 | 2020 | 2014 | 2010 | 2012 | 2019 | 2016 | 2016 [ 2014 | 2010 | 2012 | 2019 | 2013 | 2013 | 2021 | 2016 | 2016
Average Retail
in China, 13,000 9,400 9,400/11,900 11,900 10,076 12,800

RMB

Source: NMPA, FDA, Literature Review, Expert Interview, Frost & Sullivan Analysis
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In vitro diagnostic (IVD) Devices

In vitro diagnostic (IVD) devices refer to any reagent, calibrator, control material, kit,
specimen receptacle, software, instrument, apparatus, equipment or system, whether used
alone or in combination with other diagnostic goods, for in vitro use. It must be intended
by the manufacturer to be used in vitro for the examination of specimens derived from the
human body, solely or principally for the purpose of giving information about a
physiological or pathological state, a congenital abnormality or to determine safety and
compatibility with a potential recipient, or to monitor therapeutic measures. IVD devices
can be classified as IVD equipment and IVD consumables.

IVD devices can be categorized by underlying technology platforms. The table below lists
the testing principle, major technique and application example of major IVD technology
platforms:

Microbial
Diagnostic
Platform

i i Immunologic Molecular Diagnostic Clinical Examination
Biochemical 4 2 POCT Platform f
Platform

Diagnostic Platform Diagnostic Platform Platform

« Aids the clinical

« Determines the level examination procedure in

of biochemical + Analyzes DNA, RNA « Test performed at or sample collection, + Determines the

indicators in the body + Detects specific or the expression of near the site of patient processing and analysis type and amount

such as enzymes, substances in the proteins to test for care, shortening the + Regarding the hematology of microorganisms

Testing sugars, proteins, sample by specific abnormalities and time to clinical test, qualitative and either by directly

Principle inorganic elements, binding reaction variation in genetic decision-making about quantitative biochemical observing through

etc. through between antigen and code, thus determine additional testing or analyses performed to microscope, or

biochemical or antibody predisposition or therapy measure the patient’s level with the aid of

immunological presence of disease of erythrocyte, hemameba, testing equipment

reactions hemoglobin and other

substances

Vary by function of the
platform and the test
performed, including flow

Major »  Chemistry o Chgalimiuzegive « PCR « Vary by the test

Drug sensitivit
« Colloid gold test rug sensitivity

Techni . 5 q .
echnique Enzymology + Enzyme immunoassay Gene sequencing performed iy, Bl experiment
analysis, microscopy, etc.
* Measures enzymes, + Measures tumor « Sample processing system,
ipi i X i sample addition system « Identi th
lipids, electrolytes markers, .Cardla.c . Gene test for o Baiktsisstig : 3 entify pathogen
o o Mg ogr mmsd markers, infection ) ) Coagulation analysis, for contagious
Application ests liver function, § hereditary disease + Home healthcare 7 i -
1 T, il markers, drug erythrocyte sedimentation diseases
Example plasma lipids, kidney c diagnosis « Emergency care ;

; concentrations, etc. rate (ESR) analysis, « Blood culture to
function and . ; +  Pregnancy test - ICU S N -
hemoglobin Al in « Diagnoses contagious O oo identify sepsis
diabetic patients and endocrine diseases analysis, blood type

analysis

Source: Literature review, Frost & Sullivan analysis
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The Pharmaceutical Market

Cardiovascular disease is the result of multiple risk factors and basic prophylactic
measures should be appropriately taken based on the type and specific condition of each
patient’s disease. For instance, blood pressure of patients with hypertension should be
measured regularly to ensure the individualization and pertinence of medication.

The therapeutic drugs for cardiovascular related diseases could mainly be divided into four
categories: antithrombotic drugs, antihyperlipidemic drugs, antihypertensive drugs and
antihyperglycemic drugs. The table below lists major indications and representative drugs
of each category:

Drug Category
Antithrombotic Drugs

Antihyperlipidemic
Drugs

Antihypertensive

Drugs

Antihyperglycemic
Drugs

Note:

Major Indications

Coronary heart disease is a pathological process in which
atherosclerotic plaque deposits on the inner wall of coronary
arteries, resulting in stenosis or obstruction of the lumen, thereby
causing myocardial ischemia and hypoxia. Coronary heart
disease is the result of a combination of multiple risk factors,
including but not limited to hypertension, diabetes and
hyperlipidemia. According to the clinical characteristics of
coronary heart disease, it could be divided into acute coronary
syndrome (ACS) and chronic coronary syndrome (CCS).

Hyperlipidemia is characterized by the high level of blood lipids.
The deposition of lipids could cause a series of diseases such as
atherosclerosis and coronary heart disease that endanger human
health.

Hypertension is a common cardiovascular disease characterized
by elevated systemic arterial blood pressure (systolic and/or
diastolic). Elevated blood pressure could lead to heart failure
with preserved ejection fraction, atrial fibrillation, cerebral
embolism and other severe diseases, endangering human health
and quality of life.

Diabetes, a metabolic disease characterized by hyperglycemia, is
closely related to the risk of atherosclerotic dlsedse Acwrdmg to
the “Practice Guidelines for Primary

Cardiovascular Disease 2020 ( (50 M 45 4 iﬁ#—fffu
#2020) ). the risk of death due to cardiovascular disease, the
risk of coronary heart disease and ischemic stroke in diabetic
patients could be significantly increased, and approximately
one-third of patients with heart failure have a history of diabetes.

Source: Frost & Sullivan Analysis
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Representative Therapeutic Drug

Antithrombotic drugs could be divided into anticoagulants and antiplatelet drugs.
Anticoagulants include vitamin K antagonist (Warfarin), direct oral anticoagulants
(Dabigatran, Apixaban, Edoxaban) and heparin (Dalteparin).

Antiplatelet drugs include P2Y 12 inhibitors (Clopidogrel), COX inhibitors (Aspirin),
phosphodiesterase inhibitors (Cilostazol), GP IIb/IlIa inhibitors (Tirofiban,
Abciximab).

The commonly used drugs in the group of ACS patients and CCS patients in China are
Aspirin and Clopidogrel.

Antihyperlipidemic drugs could be divided into statins (Lovastatin, Atorvastatin,
Rosuvastatin), fibrates (Gemfibrozil, Fenofibrate, Clofibrate), PC SK9 inhibitors
(Alirocumab, Evol t lisiran), bile acid seq (Colestyramine,
Colestipol) and cholesterol absorption inhibitors (Ezetimibe).

Statins could be regarded as the cornerstone of dyslipidemia treatment drugs, which
are effective in lowering the level of low-density lipoprotein cholesterol.

Antihypertensive drugs could be divided into diuretics (Hydrochlorothiazide,
Indapamide, Torasemide), B blockers (Bisoprolol, Atenolol), CCBs (Amlodipine
Besylate, Nifedipine), ACEIs (Benazepril, Enalapril), ARBs (Candesartan,
Telmisartan, Valsartan) and nitrates (Isosorbide Mononitrate. Isosorbide Dinitrate).
The fundamental of hypertension treatment is to reduce the total risk of cardiac, renal
and vascular complications and death in hypertensive patients.

Antihyperglycemic drugs could be divided into insulin and analogs (Insulin Aspart,
Insulin Glargine, NPH Human Insulin), alpha-glucosidase inhibitors (Acarbose,
Miglitol), biguanides (Metformin), DPP-4 inhibitors (Alozllplm Sllavhplm
Saxagliptin), SGLT2 inhibitors (D liflozin, E 1ifl C: ),
sulfonylureas (Chlorpropamide, Glimepiride, Glipizide), thiazolidinediones
(Rosiglitazone, Pioglitazone) and GLP-1 receptor agonists (Dulaglutide, Exenatide,
Liraglutide).

For pauenm with both diabetes mellmm type 2 (T2DM) and atherosclerotic disease,

perglycemic drugs with cardi benefit should be preferred.

CCB-calcium channel blocker; ACEI-angiotensin converting enzyme inhibitor; ARB-angiotensin receptor blocker
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Clopidogrel Hydrogen Sulfate Tablets

Clopidogrel is a representative antithrombotic drug. Clopidogrel could be used for
secondary prevention of atherothrombotic events in patients with recent myocardial
infarction, recent ischemic stroke or peripheral arteries and for treatment of patients with
acute coronary syndrome. According to the “Practice Guidelines for Primary Integrated
Management of Cardiovascular Disease 2020,” clopidogrel is the most commonly used
oral P2Y 12 receptor antagonist in China, with great antithrombotic effect and rapid onset
of action. The table below summarizes volume-based procurement (VBP) information of

patented drug and generic drugs for Clopidogrel:

Manufacturer Brand Name

First

Approval

Date

Bioequivalence (BE)

Result

VBP Batch

Bid-winning
Price, RMB

Sanofi(Hangzhou) .
Pharmaceutical* Playix® 2001.08 - 4+7Expanded o5 g 17.81
FEEIEGHN) B TITHE Procurement
25mg*20 24.72
Zhejiang Lepu Pharmaceutical Shuaixin 2012 2018.12 4 + 7 Expanded ¢
g BfEe . Procurement
75mg*7 20.85
75mg*14 34.12
CSPC Ouyi Pharmaceutical Encun 4 + 7 Expanded
AEEEREEEE Bie 2019.05 2019.06 Procurement
75mg*30 71.11
25mg*20 26.40
Shenzhen Salubris
. Taijia i
Pharmaceuticals ;;%; 2000 2017.12 P‘:o’;:r;i‘e’;[ 25mg*10 13.54
ARSI FREEE -
75mg*7 22.26

Average Price Reduction

Note: *Manufacturer of patented drug

Source: Frost & Sullivan Analysis

Highest Price Reduction

84.17%

Sanofi
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The table below sets out the historical and forecasted China Clopidogrel market size:

Historical and Forecasted China Clopidogrel Market Size, 2017-2030E

Period CAGR

2017-2021 -11.6%
2021-2025E 6.7%
2025E-2030E 3.0%

Billion RMB
11.4

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

Note: The Clopidogrel market is measured by winning bidding price, and the impact of Volume-based Procurement has been

taken into consideration.

Source: Frost & Sullivan Analysis

Atorvastatin Calcium Tablets

Statins, also known as HMG-CoA reductase inhibitors, are a class of antihyperlipidemic
medications, which could be classified in three generations based on their potency and
efficacy in lowering LDL concentrations. Atorvastatin is a representative statins. As the
third generation of statins, atorvastatin is characterized by great efficacy in lowering LDL
cholesterol, comparatively long metabolic cycle and ease of use, and is widely prescribed
with hypercholesterolemia and coronary heart disease. The table below summarizes VBP

information of original and generic drugs for Atorvastatin:

First

S ) . 7 5 Bioequivalence (BE) 7 Dosage Bid-wining
Manufacturer Brand Name Approval Result VBP Batch Form Price, RMB
Date
Pfizer* Lipitor®
B e 1999 -
. . . N 20mg*14 2.86
Qilu Pharmaceutical (Hainan) Meidaxin 2019.05 2019.05 4 + 7 Expanded
BENECER) EERE® o o Procurement
10mg*14 1.68
Cinmed Pharmaceutical Anweining 4 + 7 Expanded .
2019.02 2019.02 10mg*28 3.6
BT RifEEe Procurement me
Zheiiane Lepu Ph ical  Youlini 4+TE ded 20mg*7 3.84
cjlang Lepu armaceutical ouliping + Xpandex
=3 1B 2018.03 2018.07 Procurement
10mg*14 4.41
Beijing Jialin Ph: tical Al 4+ 7Pil 20mg*7 66
eijing Jialin Pharmaceutical e + 7 Pilot
JEREMEES fay e 1999 2018.05 Procurement
10mg*7 3.88
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Average Price Reduction Highest Price Reduction Lowest Price Reduction
88.47% 94.92% 82.6%
Beijing Jialin Zhejiang Lepu

Note: *Manufacturer of patented drug

Source: Frost & Sullivan Analysis

The table below sets out the historical and forecasted China Atorvastatin market size:

Historical and Forecasted China Atorvastatin Market Size, 2017-2030E

Period CAGR
2017-2021 -7.6%
2021-2025E 1.9%
. 2025E-2030E 1.2%
Billion RMB
17.0

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

Source: Frost & Sullivan Analysis

The Medical Service Market
AI-ECG

AI-ECG platform incorporates artificial intelligence algorithms to generate ECG analysis.
With the aid of Al methods such as deep-learning convolutional neural networks, gigantic
volume of ECG records can be transformed into analyzable data and collected in the
database to develop Al models. By collecting ECG data in real time, AI-ECG platform
recognizes signals and patterns in the ECG graph to detect abnormal events and generates
interpretation with the Al model to identify cardiovascular diseases such as arrhythmia.

With an aging population and increasing health awareness, providing better access to
medical services for patients has become essential. AI-ECG system enables patients to
monitor their cardiovascular health more closely and get medical intervention in time. For
medical institutions, AI-ECG allows for optimization of medical resource allocation by
empowering primary health centers and clinics, alleviating hospital burden.
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The below tables summarize the current global competitive landscape of AI-ECG
platforms:

Commercialized AI-ECG Platform

Manufacturer

Product Name

Accuracy

Number of Cardiac
Events Determined

Approval Time

Main Features

Lepu (Carewell)

AI-ECG Platform

>95%

>100

* FDA (2018)
« CE (2018)
* NMPA (2020)

Detecting normal and
abnormal cardiac
events include
arrhythmias,
conduction
abnormalities,
ventricular
hypertrophy and
myocardial infarction
EC57 MIT-BIH

test results:

Total accuracy >95%;
PAC sens
PPV is 92%;

PVC sensitivity is 95%,

PPV is 96%;

CSE clinical test
results:

Normals and AMI
total accuracy
outperforms the
performance of the
“average CSE
cardiologist” by 1%
Supporting 12-leads
resting ECG

vity is 91%,

RBET

(EPGMEDICAL

AI-ECG Tracker

>95%
>25

* FDA (2020)
« CE (2020)

Arrhythmia diagnostics for
holter, event recorder, and
12-leads ambulatory ECG
devices

EC57 MIT-BIH test
results: QRS detection
sensitivity is 99%,

PPV is 99%:;

Afib sensitivity is 98%,
PPV is 97%:;

Ventricular couplet
sensitivity is 92%,

PPV is 95%:;
Supraventricular long

run sensitivity is 95%,
PPV is 96%:

Carewell 250 ambulatory
ECG test results:

Asystole sensitivity is 97%,

PPV is 99%:;

Ventricular Tachycardia
sensitivity is 98%,

PPV is 99%:;

Atrial Tachycardia
sensitivity is 95%,

PPV is 97%

Supporting single lead and
multiple leads up to
12-leads ambulatory ECG

AliveCor
NliveCor
Kardia AT Kardia AI V2
NA NA
6 9

* FDA (2019)
« CE (2019)

ECG noise
filtering
Heart rate
measurement
from ECGs
Detection of
noisy ECGs
ECG rhythm
analysis for
detecting the
presence of
normal sinus
rhythm, atrial

fibrillation, ~ «

bradycardia
and
tachycardia

* FDA (2020)

Filtering ECG noise
Reporting heart rate
measurement from ECGs
Detecting noisy ECGs
Reporting ECG thythm
analysis for the presence of
sinus rhythm, atrial
fibrillation, bradycardia and
tachycardia; for ECGs
detected as sinus rhythm,
detecting normal sinus

rhythm, sinus rhythm with :

wide QRS, sinus rhythm
with premature ventricular
contractions (PVC) and
sinus rhythm with
supraventricular ectopy

Detecting QRS complexes in |

an ECG

For ECGs detected as sinus
rhythm, classifying
individual beats as a PVC or
non-PVC beat

Generating an average beat
from an ECG

Source: NMPA, FDA, ec.Europa, Press information, Company Website

Chronic Disease Management (CDM)

PHILIPS

Cardiologs Holter
Platform powered by
Cardiologs Al algorithms

NA

>20

« FDA (2021)

10 times reduction in

Afib false positives in
Holter, improve the
specificity in Afib
detection from 82.8%
0 96.9% with

comparable sensitivity. |

Reduction of false
positives by up to 70%
in ICM.

Reduction of
inconclusive results by
96% in Smartwatch
ECGs.

Assessment of

arrhythmias using ECG |

data in the adult and
pediatric population.

Medtronic

LINQ II insertable
cardiac monitor
(ICM) powered by
AccuRhythm Al
algorithms

NA

* FDA (2021)

AccuRhythm AT
algorithms
intended for use
with the LINQ IT
insertable cardiac
monitor (ICM)
AccuRhythm AT
algorithms
address the two
most common
ICM false alerts-
Afib and Pause
97.4% reduction
in false Pause
alerts

74.2% reduction
in false Afib alerts

Implicity

nimplicity

ICM ECG Analysis
System powered by
ILR ECG Analyzer

NA

* FDA (2021)

Reduces the
number of false
positives by 79%
while maintaining
a sensitivity of
99%.

Detect asystole,
bradycardia, atrial
tachycardia or
atrial fibrillation,
ventricular
tachycardia,
normal rhythm and
artifact

Chronic Disease Management (CDM) refers to the establishment of an integrated system
of intervention and management throughout different stages of the continuum of chronic
disease care, ultimately strengthening disease control, preventing disease deterioration and
controlling the overall medical cost.

Current prevention and treatment of chronic disease in China have pain points such as (i)
the application of the digital health system is in progress but still incomplete; (ii) the
awareness of preventing and treating chronic disease in China is insufficient; (iii) medical
resources in China are overly concentrated in municipal hospitals; and (iv) purchasing
channels for prescription drugs are primarily concentrated within hospitals. CDM is of
great significance in addressing these pain points as CDM in a broad sense includes not
only disease management but also guidance to the cognition, mental state and behavior of
patients with chronic diseases, as well as the management of the social environment in
which chronic patients are located.
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The table below sets out the historical and forecasted non-communicable disease (NCD)
management market size and digital migration rate in China:

Historical and Forecasted China NCD Management Market Size and Digital
Migration Rate, 2017-2030E

Period CAGR
2017-2021 9.0%
2021-2025E 10.0%

2025E-2030E 7.8%

26.8%

24.9%

13.2%

Billion RMB

29% 3% 0% 38738

3,567.4

3,171.8 3,151.7

2,845.9
2,528.9

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

mmm NCD Management —e— Digital Migration Rate

Source: Frost & Sullivan Analysis

The table below sets out the breakdown of the digital NCD management market size in
China:

Breakdown of China Digital NCD Management Market by Service and Product,

2017-2030E
Digital NCD Digital NCD
CAGR Management Service Product Total
2017-2021 55.7% 31.1% 34.4%
2021-2025E 52.0% 31.4% 36.1%
2025E-2030E 22.4% 18.7% 19.9%

2,040.9

Billion RMB

673.6

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

B Digital NCD Management Service m Digital NCD Product

Source: Frost & Sullivan Analysis
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China Cardiovascular Specialized Medical Services

The main channels of access for cardiovascular patients are general hospitals, cardiology
departments of hospitals and specialized cardiology hospitals. The proportion of
specialized cardiology hospitals remains low. Main entry barriers to China’s
cardiovascular specialized medical service market include talent development,
insufficiency of medical resources, high demand for operation capability with high
efficiency and sustainability and limited sources of patients.
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Overview

We were the only total-solution provider in the PRC across the full life cycle of
cardiovascular disease management, with products and services encompassing medical
devices, pharmaceuticals, and medical care solutions, as of the date of Prospectus,
according to Frost & Sullivan. We are one of the earliest companies in the PRC to offer
coronary interventional products and have consolidated our first-mover advantages
through relentless innovation since our inception in 1999. Our key products, namely,
coronary drug-eluting stent, coronary bioresorbable scaffold, coronary drug-coated
balloon, congenital heart disease occluder and coronary cutting balloon, all ranked top
three in the PRC, according to the same source, in terms of operating revenue in 2021. We
have grown steadily for the past 15 consecutive years at a CAGR of 31.5% in operating
revenue and a CAGR of 24.9% in net profit. We have been listed on the Shenzhen Stock
Exchange (SZSE: 300003.SZ) since October 2009.

We organize our business into three operating segments which are also our reporting
segments: medical devices, pharmaceuticals and medical care solutions, which contributed
to 57.9%, 30.6% and 11.6% of our operating revenue, respectively, in 2021.

. Medical Devices. We primarily offer cardiovascular medical devices such as
coronary interventional products, structural heart disease products, cardiac rhythm
management products, digital subtraction angiography (DSA) equipment, and
peripheral interventional products. In particular, we are a pioneer in the innovative
coronary medical device market in the PRC. Leveraging our technical capabilities and
industry expertise, as well as sales and supply chain networks from the cardiovascular
market, we have further expanded into IVD equipment and test kits, and surgical &
anesthetic devices and consumables. We had obtained 541 NMPA type II and type 111
licenses, 234 CE certificates and 34 FDA approvals in medical devices as of June 30,
2022.

. Pharmaceuticals. We offer both API and FDF pharmaceuticals. According to Frost
& Sullivan, we provide one of the most comprehensive cardiovascular FDF offerings
in the PRC. We had 87 pharmaceuticals included in the NRDL as of June 30, 2022,
primarily antihyperlipidemic, antihypertensive, antihyperglycemic, anti-thrombotic
and anti-heart failure pharmaceuticals.

. Medical Care Solutions. We offer cardiovascular-related medical care solutions
through our cardiovascular hospital, Internet hospitals, check-up center, independent
clinical laboratories, and online pharmacies. We also provide solutions for
cardiovascular patients to facilitate their health management at home. Empowered by
our AI-ECG platform, our vital sign monitoring products and services, such as
medical equipment and consumables, software systems and data analysis services,
provide continuous remote monitoring to support consumers’ health management.
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Our leading R&D expertise and capabilities have enabled us to develop and successfully
commercialize a comprehensive portfolio of products. Our National Heart Disease Implant
Interventional Device and Equipment Engineering Technology Innovation Center was the
only nationally certified research center for implantation and intervention devices for
cardiovascular diseases in the PRC as of June 30, 2022. We focus our R&D efforts on
unmet clinical needs. We have developed and commercialized the first fully biodegradable
occluder in the world and many first Chinese brand products, such as coronary stent,
cardiac pacemaker, bioresorbable scaffold and coronary cutting balloon. In addition, we
are the first PRC company to apply Al technology to ECG devices. We had a total of 1,541
registered patents in the PRC as of June 30, 2022. Furthermore, benefiting from our
diverse technology platforms, we have developed over 80 product candidates for
cardiovascular devices and peripheral artery devices across coronary artery diseases,
structural heart diseases, cardiac rhythm management, electrophysiology and other
segments, of which our peripheral cutting balloon, coronary FFR measurement catheter
and measurement system, among other products, have entered registration stage. In
addition, our pulsed sonic balloon dilatation catheter, drug-coated balloon (coronary
branches), PTCA drug-coated balloon catheter, drug-coated balloon catheter for acute
coronary syndrome, above-the-knee PTA drug-coated balloon, below-the-knee PTA
drug-coated balloon, TAVR system, ScienCrown™™, transapical mitral valve repair system
(chordal), transapical mitral valve clip repair system, interatrial shunt device and
Qinming8632 smart pacemaker, among other products, have commenced clinical trials and
are expected to drive our future growth further.
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Our extensive sales, marketing and distribution network integrates online and offline
channels to reach medical institutions, pharmacies and online pharmacies, across 31
provinces, municipalities and autonomous regions in the PRC and over 120 overseas
countries and regions as of June 30, 2022. Our sales and marketing strategies are
customized to fit our diverse products and services.

Our Company is led by a management team with international vision and an average of
over 20 years’ experience in the healthcare industry and over seven years’ experience in
our Company. Despite the changing market conditions and various challenges faced by the
healthcare industry in the PRC and globally, such as those relating to VBP and COVID-19,
we continue to maintain solid growth. From 2019 to 2021, our operating revenue increased
from RMB7.8 billion to RMB10.7 billion at a CAGR of 16.9%; our net profit attributable
to shareholders of the Company after deducting non-recurring profit and loss increased
from RMB1.2 billion to RMB1.9 billion at a CAGR of 22.3%; and our net cash inflow
from operating activities increased from RMB2.0 billion to RMB3.1 billion at a CAGR of
24.0%. With the development and successful commercialization of innovative products in
2020, our operating revenue, net profit attributable to shareholders of the Company after
deducting non-recurring profit and loss and net cash inflows from operating activities
increased by 32.6%, 31.3% and 46.5%, respectively, from 2020 to 2021. We have also had
long-standing commercial success historically. From 2014 to 2018, our operating revenue,
net profit attributable to shareholders of the Company after deducting non-recurring profit
and loss and net cash inflows from operating activities grew at a CAGR of 39.7%, 26.7%
and 44.1%, respectively.

Our Key Competitive Strengths
Domestic leader in the PRC cardiovascular market

We were the only total-solution provider in the PRC across the full life cycle of
cardiovascular disease management with products and services encompassing medical
devices, pharmaceuticals and medical care solutions, as of the date of Prospectus,
according to Frost & Sullivan. Through relentless innovation since our establishment in
1999, we have become a pioneer and a leader in the cardiovascular market in the PRC.

The successful development and commercialization of our bioresorbable scaffold, cutting
balloon and drug-coated balloon have helped accelerate the advancement of the domestic
coronary intervention industry through the application of precision PCI in treatments with
proven commercial success. Our key products, such as coronary drug-eluting stent,
coronary bioresorbable scaffold, coronary drug-coated balloon, congenital heart disease
occluder and coronary cutting balloon, all ranked top three in the PRC in terms of
operating revenue in 2021, according to Frost & Sullivan. We have developed and
commercialized the first fully biodegradable occluder worldwide and many first Chinese-
branded products such as coronary stent, cardiac pacemaker, bioresorbable scaffold and
coronary cutting balloon. In addition, we are the first PRC company to apply Al
technology to ECG devices, offering Al-empowered digitalized services across prevention,
diagnosis, treatment and rehabilitation to patients to build a one-stop cardiovascular
medical care solutions platform. We had over 100 NMPA medical device registrations and
more than 80 product candidates for the treatment of cardiovascular diseases as of June 30,
2022. We believe that our accumulated expertise in product commercialization and our
robust product pipeline will enable us to consolidate our leading position and market
penetration.
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Robust product pipeline derived from highly effective development platforms

Our multidisciplinary biomedical technology platforms are crucial for us to address the
needs of cardiovascular devices. Our R&D teams, led by Dr. PU Zhongjie, Chairman and
technology head of our Company, are responsible for the design of, clinical trials and
registration for, products in each targeted area. Leveraging our versatile technology
platforms, we are dedicated to improving existing products and developing innovative
products. We had more than 80 product candidates for the treatment of cardiovascular
diseases as of June 30, 2022. For example, enabled by our biodegradable biomaterial
technology, our biodegradable occluder can fully biodegrade within 12 months after
implantation in the human body. Our biodegradable occluder can reduce compression and
abrasion to normal tissue caused by conventional metal occluders and hence avoid the risks
of long-term complications. Furthermore, leveraging our deep industry expertise, we have
been able to coordinate our R&D efforts to provide innovative solutions to address unmet
needs. For example, we developed pulsed sonic balloon dilatation catheters and a coronary
rapamycin infusion system to address pain points in the treatment of coronary artery
calcification, in particular, in severe cases. We have also developed FFR and QCA systems
targeting the underdeveloped market of precision diagnosis in PCI procedures.

Product Candidate Stage Functionality Value Proposition

FFR........... Registration Measurement of Provide valuable information
coronary artery for pre-interventional, intra-
pressure during interventional and post-
coronary angiography interventional evaluation of
and/or interventional —myocardial ischemia in PCI
procedures procedure

AI-QCA . ....... Clinical trial Identify and locate Enable Al-empowered

lesions for
angiography analysis
and 3D vessel
reconstruction

identification of shape of
vascular tree and 3D
reconstruction of coronary
artery, locate stenosis segments
and calculate the vessel
diameter and stenosis rate, and
provide reference data for stent
implantation

Pulsed sonic Clinical trial
balloon dilatation

catheter . .......

Coronary Pre-clinical
rapamycin infusion

system .. .......

Break up calcified
lesions in arteries
with sonic pressure
waves

Treatment for
vascular stenosis or
in-stent restenosis

Potentially reduces risks of
vascular injury associated with
rotational atherectomy

Easier to pass through the
vessel, lower drug loss and
better positioned compared to

drug-coated balloon

Holistic solutions empowered by Al technologies

We are a pioneer in the application of Al technologies to medical care solutions. Our
Al-empowered solutions, featuring AI-ECG solutions and other vital sign monitoring
products, can be used by both medical institutions and individual consumers. We are the
first domestic company to offer commercialized AI-ECG algorithm-integrated vital sign
monitoring products in the PRC. Our AI-ECG solutions, with a diagnostic accuracy of over
95% (on the same level as cardiologists), provide real-time diagnostic assistance,
short-term static or long-term dynamic monitoring and analysis and diagnosis services
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such as remote health management services. With our FDA, CE and NMPA registrations
and approvals, we have commercialized our AI-ECG solutions globally. We have offered
our AI-ECG products to more than 9,100 medical institutions in the PRC, performing
short-term static ECG monitoring and long-term dynamic ECG monitoring over 180
million times and 2.7 million times, respectively, as of June 30, 2022. In addition to
AI-ECG products, we have also developed Al-empowered product candidates for blood
pressure monitoring, blood glucose monitoring, echocardiography and QCA. We are able
to offer one-stop services with advanced Al technologies and deep industry insights. Our
services cover the full life cycle of disease management, ranging from prevention,
diagnosis and treatment, to rehabilitation, supported by our online and offline medical
capabilities. Specifically, through our Internet hospital, patients can receive online
services such as personalized consultations and online prescriptions, regardless of
geographic boundaries. Meanwhile, doctors and patients can access real-time data for
assisted diagnosis, early warning and disease management services. We believe that such
comprehensive solutions will continue to strengthen our cardiovascular market leadership.

Diversified products and service solutions

In the cardiovascular market, we have developed a full-spectrum portfolio across medical
devices, pharmaceuticals and medical care solutions. In addition to our over 100
NMPA-approved medical devices for cardiovascular diseases, we had 87 NMPA-approved
pharmaceuticals included in the NRDL, primarily anti-thrombotic, antihyperlipidemic,
antihypertensive, antihyperglycemic and anti-heart failure drugs, as of June 30, 2022. In
the medical care solutions sector, we own a total of nearly 20 healthcare facilities and
online platforms encompassing a Class III specialized cardiovascular hospital, Internet
hospitals, a check-up center, independent clinical laboratories, and online pharmacies. We
also offer Al-empowered vital sign monitoring products, which can be used in both
hospitals and households. Benefiting from our strengths in technology, R&D expertise,
sales and marketing resources and brand awareness, we are able to continuously offer
comprehensive products and services in the cardiovascular market and expand into other
markets to diversify against risks with further customer and supplier development,
enlarged sales and distribution network, and strengthened synergies throughout R&D,
production and sales and marketing to maintain steady growth. As of the date of
Prospectus, we have expanded into the following markets:

. IVD equipment and test Kits: Our comprehensive IVD solutions, including
equipment and test kits, are underpinned by technologies in hematology,
immunoassay, molecular and biochemical tests. We also offer an array of products
based on POCT techniques. Specifically, to address the needs of consumers during the
COVID-19 pandemic, we have developed and globally commercialized COVID-19
antigen rapid test kits. In addition, in response to the Monkeypox outbreak in 2022,
we have developed the Monkeypox Virus Nucleic Acid Test kit (PCR-fluorescent
probe method), for which we have obtained CE approval since May 2022.

. Surgical & anesthetic devices and consumables: We also produce various types of
staplers, ultrasonic scalpels and stents for gastrointestinal and respiratory
intervention, as well as a comprehensive portfolio of minimally invasive surgical &
anesthetic consumables.

. Consumer products and services: We are exploring consumer healthcare markets

with products such as clear aligners and product candidates such as orthokeratology
lenses.
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Global sales and distribution network with industry specialists

Our sales team is led by industry veterans with an average of over 20 years’ experience in
the healthcare industry. Our expansive sales, marketing, and distribution network reached
over 9,000 medical institutions, including over 2,700 hospitals with PCI procedure
capabilities, and nearly 200,000 pharmacies across all provinces, municipalities and
autonomous regions in the PRC and more than 120 overseas countries and regions, as of
June 30, 2022. In 2021, we generated RMB3,760 million from overseas sales, representing
35.3% of our operating revenue, which had grown at a CAGR of 161% from 2019. Our
commercial success is bolstered by our targeted marketing strategy. We organize our sales
and marketing teams by categories of products, especially for innovative products, to
conduct product education and training services for hospitals and doctors via programs
including product introduction, technical training, and live case observation. In 2021,
operating revenue attributable to our innovative coronary products increased by more than
eight times compared to 2020. In addition, we have dedicated online and offline teams to
cover our over-the-counter (OTC) products. We believe that such targeted marketing
strategy will enable us to increase customer stickiness and improve cost-effectiveness in
our business. Our selling expenses as a percentage of operating revenue have decreased
from 27.9% in 2019 to 19.8% in 2021. We are committed to leveraging our global sales
distribution network and targeted marketing strategy to meet the needs of healthcare
consumers, especially through providing innovative products.

Visionary leadership with industry expertise

Our visionary management is key to our steady and sustainable growth. Our management
team has an average of over 20 years’ experiences in the healthcare industry and over
seven years’ experience with our Company. Dr. PU Zhongjie, the chairman of the Board
and technology head of our Company, holds a doctorate degree in metallic materials
science. Dr. Pu founded the National Heart Disease Implant Interventional Device and
Equipment Engineering Technology Innovation Center, the only nationally certified
research center for implantation and intervention devices for cardiovascular diseases in the
PRC. He also serves as vice chairman of the Beijing Pharmaceutical Industry Association,
executive director of the China Society for Drug Regulation, and director of the Chinese
Society of Biotechnology.

Our Strategy
Further expand internationally

We aim to enhance our global presence. To implement our global R&D initiatives, we plan
to establish overseas R&D centers for clinical trial management to facilitate the
development of innovative products. Meanwhile, we also plan to establish overseas
manufacturing facilities to increase our production capacity and to support our product
supply globally. We will also establish BD centers overseas to license in or co-develop
innovative products. We intend to further expand our sales and distribution network
globally with customer service capabilities to increase our penetration of medical
institutions and retail channels and thus enhance our brand awareness globally.
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Continue to innovate and commercialize cardiovascular products

We aim to consolidate our market-leading position via continuous innovation and
commercialization of cardiovascular medical devices and pharmaceuticals, such as our
FFR, rapamycin drug-coated balloon, rapamycin infusion system, pulsed sonic balloon
dilatation catheter and TAVR system (ScienCrown™). We will further strengthen our
competitive advantage in R&D through continuous strategic investment, further
collaboration with doctors, hospitals and research institutions, and potential acquisition of
emerging technologies.

Expand medical care solutions business featuring Al technology

We aim to further expand our cardiovascular medical care solutions business featuring Al
technologies by increasing the coverage of our AI-ECG products. We intend to accelerate
the R&D processes for our Al-empowered blood pressure and blood glucose monitoring
products. Leveraging our online and offline medical resources, such as the specialized
cardiovascular hospital, we will explore diversified markets, directly facing medical
institutions, pharmacies and consumers, with the assistance of Al-empowered solution.

Strengthen synergies and increase cost-efficiencies to drive sustained growth

We aim to strengthen synergies and maximize cost-efficiencies from our comprehensive
offerings. We intend to integrate resources for products which are complementary to each
other, such as our PCI medical devices and surgical consumables, our API and FDF, and
our medical care solutions. We believe that such strategy will help increase efficiency of
our R&D, manufacturing, and sales and marketing activities. In addition, we will take
initiatives to strengthen our internal controls and supplier management to increase our
operating efficiencies.

History

Our Company was established on June 11, 1999 as a limited liability company, and
converted into a joint stock company with limited liabilities on January 14, 2008. Our
Company has been listed on the Shenzhen Stock Exchange (SZSE:300003.SZ) since
October 20009.

The following sets forth a timeline of our key business milestones:

2005. . ....... » Received NMPA approval for Sirolimus-eluting coronary stent (Partner®)

2007. .. ... ... e Strategic investment by Warburg Pincus Capital

2008. . ..., .. e Acquired 100% share in Shanghai Shape Memory Alloy Co., Ltd. to enter
occluder industry

2009......... e Listed on the Shenzhen Stock Exchange (SZSE: 300003.SZ)

2010. . ....... e Acquired 100% share in a leading heart valve company in the PRC, Beijing

Star Medical Devices Co., Ltd.
e Acquired 30.46% share in a Chinese pacemaker producer, Qinming Medical
Instrument Co., Ltd. (later renamed to Lepu Medical Electronics)

2011 ... e Received NMPA approval for Polymer-free Sirolimus-eluting coronary stent
(Nano plus®)

2012, . ... ... * Received NMPA approval for CoCr sirolimus-eluting coronary stent
(GuReater®)

e Acquired 44.64% share in Qinming Medical
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2013....... .. e Acquired 24.90% share in Qinming Medical
e Acquired 60% share in Henan Xinshuaike Pharmaceutical Co., Ltd. (later
renamed Lepu Pharmaceutical) to enter pharmaceutical industry
2014. ...... .. * Acquired 51% share in Zhejiang Xindonggang Pharmaceutical Co., Ltd.
(later renamed Zhejiang Lepu Pharmaceutical) to enter Active
Pharmaceutical Ingredients (API) industry

2016. ........ e Acquired 40% share in Lepu Pharmaceutical
e Received NMPA approval for dual-chamber pacemaker
2017. . ... .. e Acquired share in Liaoning Bo’ao Bio-pharmaceutical Co., Ltd., to expand

pharmaceutical products line
e Launched Al assisted analysis and diagnosis system, AI-ECG Platform, to the
market
2019......... e Received NMPA approval for Sirolimus-eluting bioresorbable coronary
scaffold (NeoVas®)
e Certain pharmaceutical products started participating in volume-based

procurement
2020. . ..., .. + Drug-eluting stent (GuReater®) started participating in volume-based
procurement
e Received NMPA approval for drug-coated balloon and cutting balloon
2022, ... ... + Received NMPA approval for biodegradable VSD occluder (MemoSorb®)

Versatile Technology Platforms

Our versatile technology platforms significantly support our continuous innovation with
breakthrough technologies and help us achieve sustainable growth. With innovative
solutions empowered by our platforms, we can systematically integrate our R&D and
manufacturing capabilities in each targeted area more efficiently. Our in-house expertise
team, supported by external partners, enables us to access the latest technical know-how
and various resources in the industry value chain for continuous innovation. Specifically,
as of June 30, 2022, we have obtained 541 NMPA type II and type III licenses, 234 CE
certificates and 34 FDA approvals for medical devices.

R&D and manufacturing capabilities are important to our business. We have established
the following platforms for innovation of diversified products.

R&D and Manufacturing Technology for Biomedical Applications

. Precise design and manufacture technology Our precise design and manufacture
technology comprises cutting, braiding, coiling, molding, grinding, lapping and
polishing of metals and alloys (e.g., stainless steel, cobalt-based alloy, nitinol alloy,
etc.). Such capabilities enable us to realize production of precise miniature parts and
micro components, which is very important in the design and manufacture of our
medical devices including stents, catheters, and balloons.

. Biodegradable biomaterial technology We have accumulated extensive know-how
and expertise in biomedical applications of biodegradable biomaterial, e.g. materials
that are specifically selected to satisfy the functional requirement of a product, with
the appropriate structural design to secure the product’s performance by creating a
firm structure, and a balance between biomaterial degradation and tissue replacement,
reflecting how we manufacture our featured products using advanced techniques
(e.g., biodegradable wire netting, heat molding, vacuum drying and sterilization).
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Leveraging our biodegradable biomaterial technology, we are able to enhance the
performance and validity of our biodegradable products, such as bioresorbable
scaffolds and biodegradable occluders.

Drug-coating technology We have developed drug-coating technologies with
different drugs, including paclitaxel and rapamycin, for our various drug-device
combination products. We have also established state-of-the-art drug-coating
manufacture lines for balloons with different diameters, lengths, drug-loading levels
and drug-release rates. Leveraging our drug-coating technology, we have developed
products including drug-eluting stents, drug-coated balloon and product candidates,
including rapamycin-coated balloon.

Ultrasound shockwave technology We have extended the application of lithotripsy,
which is a procedure commonly adopted to break up calculi in nephrolithiasis to treat
cardiovascular diseases. The ultrasound shockwave helps to break up calcification by
generating of high energy with less harm to soft tissue. Leveraging our ultrasound
shockwave technology, we have developed candidate products, such as pulsed sonic
balloon dilatation catheter.

Animal-based material technology Our animal-based material technology enables
processing of animal tissues such as bovine and porcine pericardium into materials
for implants. We adopt various techniques, including biomaterial decellularization,
crosslinking, virus inactivation techniques, anti-calcification, and dehydration to
reduce the immunogenicity risks, extending the service life of the products and
facilitating the sterilization, storage and transportation of products.

Catheter design and manufacturing technology Our catheter design and
manufacturing technology with coil-winding, mesh-braiding, thermal-molding,
marker-embedding and coating technologies allows us to manufacture different types
of catheters. Our catheter products primarily include perfusion catheters used in
angiographic diagnosis and treatment, guiding catheters used to guide diagnostic or
therapeutic devices, and balloon dilatation catheters used for pre- or post-dilation.

Balloon design and manufacturing technology We have balloon design and
manufacturing technology based on balloon molding, laser welding, pleating and
folding technologies. Benefiting from such technology, we are able to develop
various balloon products and product candidates, such as drug-coated balloons,
cutting balloons and pulsed sonic balloon dilatation catheters, to meet the needs of
coronary and peripheral intervention.

Active implantable medical devices (AIMD) technology AIMD is a medical device
which functions based on any source of power, such as electrical energy, that is not
directly generated by human body or gravity and which functions by converting such
power. Leveraging this type of technology, we have launched ultrasonic, cryogenic,
radiofrequency and pulsed field ablation technology platforms.

Al Platforms

We focus on the development of algorithms, software and equipment with our Al
technology platforms. Specifically, we have developed an array of commercialized
AI-ECG solutions for health management. See “—OQur Products and Services.”
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We have achieved breakthroughs in integrating Al technology into ECG measurement and
analysis. In 2018, our “AI-ECG platform” became the first FDA-cleared and CE-certified
AI-ECG analysis software developed by a PRC company. ECG is the most frequently used
and effective measurement to help medical professionals detect arrhythmia in patients.
However, the accuracy of conventional ECG tests may be affected by noise and artifacts,
significant individual variance and doctor fatigue. In comparison, our AI-ECG platform
supports the analysis and diagnosis of arrhythmia events with accuracy on par with
cardiologists, significantly increasing efficiency in offering end-to-end solutions.

. Accuracy. Tested by 50 million points of training data and one million points of
independent test data, the average accuracy rate of our AI-ECG platform reaches
95.2%, which is on the same level as the performance of cardiologists. The
application of our AI-ECG platform also reduces the potential variance among
interpretations by different cardiologists.

. Efficiency. Conventional ECG test signal interpretation and diagnosis rely on
medical professionals. Our AI-ECG platform allows for automatic ECG interpretation
and diagnosis within seconds, saving time for medical professionals and patients and
improving the medical consultation experience.

. Effectiveness. We are the first AI-ECG solution provider to develop commercialized
end-to-end solutions in the PRC succesfully. Our comprehensive deep learning-based
analysis solution, OmniECG, provides synchronous automatic interpretation of ECG
raw data collected from the standard 12-lead resting ECG.

Benefiting from our Al technology platform, we have also developed products and product
candidates, including Automated External Defibrillators (“AED”), vital signs monitoring
equipment and ventilators. Meanwhile, we have incorporated the application of leading
technologies such as Artificial Intelligence of Things (“ALeT”) and cloud storage into the
realm of cardiovascular disease treatment and health management. For example, we have
developed and launched solutions empowered by AloT-supported and cloud-based ECG
devices such as resting ECG, Holter ECG, event recorder and wearables such as Checkme
series. Our AloT-supported and cloud-based devices enable upload of raw ECG data
collected in real time for analysis and interpretation. The AI diagnosis results can be
downloaded to clinical software in hospitals and healthcare institutions, or to mobile apps
of individual users. Thus, we extend the application of ECG measurement from hospitals
or healthcare institutions, which require medical professionals to analyze and interpret
ECG signals, to individual households, where real-time and remote monitoring and
analysis of static and dynamic ECGs are possible. As of the date of Prospectus, we have
launched commercialized cloud-based ECG service solutions such as i-Holter, which has
been approved by the FDA and certified by CE. See “—OQur Products and Services.”

Our Products and Services

We offer medical devices, pharmaceuticals, and medical care solutions to the PRC and
more than 120 countries and regions. We have achieved strong competitive strengths in the
medical device market, with over 600 commercialized products worldwide, in particular,
in the cardiovascular devices market. This is complemented by our pharmaceutical
products, including FDFs and APIs, targeting various cardiovascular and other diseases.
Meanwhile, to address the evolving demands for innovative medical care solutions, we
provide medical care solutions, including Al-empowered cardiovascular solutions, health
services and consumer medical devices.
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The following table sets forth our operating revenue by products and services offerings in
2019, 2020, 2021 and the six months ended June 30, 2021 and 2022:

For the year ended December 31, For the period ended June 30,
2019 2020 2021 2021 2022
RMB in RMB in RMB in RMB in RMB in
millions % millions % millions % millions % millions %
Medical devices . ... 3,437 44.1 3,400 423 6,169 579 4,097 628 2,990 56.1
Pharmaceuticals . . .. 3,849 494 3,412 424 3,258  30.6 1,782 27.3 1,748 32.8
Medical care solutions. 510 6.5 1,227 153 1,232 11.6 641 9.8 506  11.2
Total ........... 7,796 100.0 8,039 100.0 10,660 100.0 6,521 100.0 5,334 100.0

Our comprehensive solutions across medical devices, pharmaceuticals and medical care
solutions enable us to continuously provide value through the full life cycle of disease
management. Leveraging our technology advancements, we are able to offer Al-
empowered digitalized one-stop services, including prevention, diagnosis, treatment and
rehabilitation, to patients across geographic boundaries. We also achieve synergies from
our collaborative management, R&D activities, manufacturing, commercialization and
sales and distribution among different business segments to save costs and increase our
operation efficiencies. Specifically, according to Frost & Sullivan, as of the date of
Prospectus, we were the only company in the PRC to provide the all-round offerings
comprising medical devices, pharmaceuticals and medical care solutions for
cardiovascular diseases. With time-tested expertise and accumulated industry
understanding acquired through changing market conditions of the healthcare industry in
the PRC in the past two decades, we are able to lead industry transformation. For example,
we are a pioneer in offering coronary innovative medical devices, and a harbinger of
integrating Al technology in cardiovascular disease health management. We believe we
will continue to seize emerging opportunities, maintain sustainable growth and build brand
awareness.

Our Medical Devices

We are a leading company in the medical device market in the PRC. We primarily provide
three types of medical devices, including: (1) cardiovascular and peripheral vascular
devices; (2) IVD equipment and test kits; and (3) surgical & anesthetic devices and
consumables.

Cardiovascular and Peripheral Vascular Devices

We are in the leading position in the medical device market for cardiovascular disease
treatment in the following aspects:

. Comprehensive solutions provider. According to Frost & Sullivan, we were the only
total-solution provider in the PRC covering the full life cycle of cardiovascular
diseases with products and services across medical devices, pharmaceuticals and
medical care solutions as of the date of Prospectus. Our products include coronary
products, peripheral products, structural heart disease treatment products, cardiac
rhythm management products and DSA equipment. See “—Product Portfolio.”
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Proven commercial success. Many of our cardiovascular devices have been
commercially successful and well received by the market. According to Frost &
Sullivan, in terms of operating revenue, our innovative products, such as coronary
drug-eluting stents, coronary bioresorbable scaffolds, coronary drug-coated balloon,
congenital heart disease occluders and coronary cutting balloon all ranked in the top
three in the PRC market in 2021.

Continuous product innovation. Leveraging our advanced technology platforms, we
have been the pioneer in the PRC in offering key innovative products in
cardiovascular disease treatment, including drug-coated balloon, cutting balloon,
bioresorbable scaffolds and biodegradable occluders. We are committed to
maintaining and advancing our strength in product innovation by continuously
researching, developing, and commercializing the product candidates that we have in
the pipeline. See “—Product Candidates.”

Selected Products

As a testament to our leading position and our underlying advanced technology
capabilities, we have led the R&D and commercialization of the following
selected products, many of which have been commercially successful and will

help us to maintain sustainable growth in markets with great growth potential.

. Drug-coated balloon

A drug-coated balloon is a therapeutic solution that reduces the risks of
restenosis (the re-narrowing of the previously treated vessel.) Restenosis is
associated with percutaneous transluminal coronary angioplasty (a
minimally invasive procedure to open up a blocked blood vessel.)
Restenosis has been conventionally treated with a drug-eluting stent, which
is a stent implanted with anti-proliferative drugs such as paclitaxel coated
on its surface to inhibit vascular smooth muscle cell proliferation and
migration. However, drug-eluting stents may increase the risks of the
thrombus (the formation of blood clot) which may be caused by implants
of exogenous substances. In comparison, a drug-coated balloon enables
transfer of anti-proliferative drugs during inflation of balloon and “leaves
nothing behind”, thus reducing the thrombotic risks in the treatment of
restenosis.

We have obtained NMPA registration for our paclitaxel drug-coated balloon
(Vesselin®) since June 2020. As of June 30, 2022, we have initiated clinical
trials for our second-generation of balloon product candidate with smaller
doses of paclitaxel to increase its safety profile. Our third-generation of
balloon product candidate of rapamycin drug-coated balloons is at pre-
clinical stage.
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Cutting balloon

A cutting balloon is a therapeutic solution that allows for minimally
invasive incisions in the target coronary segment during balloon inflation.
The use of cutting balloons also helps to assist remodeling of fibrocalcific
atheromatous plaque and achieve uniform vascular dilatation, which could
decrease the likelihood of procedure failure and post-procedure
complications such as vessel closure and dissection commonly seen with
conventional open surgery or PCI procedures. Thus, cutting balloons
optimizes lumen dilatation by cutting lesions to reduce the incidence of
abrupt vessel closure (AVC) and to prevent uncontrolled dissections.

We have obtained NMPA registration for our cutting balloon (Vesscide™)
since December 2020. Vesscide™ can be used for the treatment of coronary
atherosclerotic lesions, mild-to-moderate calcification lesions, in stent
restenosis, and for small vessel diseases. It is equipped with 3-4 columns
of microscopic blades situated longitudinally on the surface to cut plaque
while expanding the blood vessel, enabling optimal lumen gain.

W

Bioresorbable scaffold

Bioresorbable scaffold provides the necessary mechanical support after the
PCI procedure, maintain vascular patency after which the scaffold
gradually degrades in the human body. It typically takes two to three years
for a scaffold to degrade after implantation, by which time the process of
vascular remodeling would have been completed. Compared with
conventional stents, bioresorbable scaffolds enable anatomical and
functional “vascular restoration” instead of mere implantation of an
exogenous substance, and reduces the risks associated with permanent
implantation of a metallic foreign body such as precipitation of metal ions.
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We are the first company in the PRC and the second company worldwide
to launch a commercialized bioresorbable scaffold product (NeoVas®),
which received NMPA approval in February 2019.

.

Left atrial appendage (LAA) occluder

LAA occluder is a self-expansive device used in LAA closure (“LAAC”)
procedures. LAAC procedure is an interventional therapy which reduces
the cardiac thrombosis risks, which may lead to a series of occlusive
diseases, such as cerebral and pulmonary thromboembolism. While patients
take anticoagulative drugs to prevent thrombosis with conventional
anticoagulation therapy, LAA occluder provides an alternative to patients
who cannot tolerate long-term anticoagulative drugs by promoting the
closure of LAA.

We have obtained NMPA registration for our LAAC occluder I
(MemoLefort®) since June 2020. MemoLefort® is designed to adapt to
most of the LAA ostium with various sizes, allowing doctors to select the
product to match different LAA ostiums.
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. Drug-eluting stent

We are one of the largest companies in the PRC to offer coronary stent
systems. Our key products feature in:

. Partner®, drug-eluting stent with double-layer polymer coating to
ensure optimal controlled drug release;

. GuReater®, drug-eluting stent with biodegradable coating to ensure
optimal controlled drug release; and

. Nano plus®, polymer-free drug-eluting stent with nanoporous cavities
on strut abluminal surface functioning as drug carrier to ensure firm
adhesion which enables decreased inflammation.

Product Portfolio

Our cardiovascular and peripheral vascular medical devices comprise: (1)
coronary products, including stents, drug-coated balloon, cutting balloon,
catheters, access devices and accessories; (2) structural heart disease products,
including CHD occluders, LAA occluders and valvular products; (3) cardiac
rhythm management products, such as electrophysiology products and
pacemakers; (4) peripheral products, including mapping and dilatation catheters;
and (5) digital subtraction angiography (DSA) equipment.

The following table sets forth our cardiovascular medical devices by category:

Category Type Name Class Functionality
Coronary . ......... Stent Partner® sirolimus 111 Indicated for de novo native
drug-eluting stent coronary artery lesions
Stent Nano plus® I Indicated for de novo native
polymer-free coronary artery lesions, coronary
sirolimus-eluting artery dissection, coronary
stent restenosis after PTCA and abrupt
vessel closure
Stent GuReater® 11 Indicated for de novo native
CoCr sirolimus- coronary artery lesions, coronary
eluting stent restenosis after PTCA and abrupt
vessel closure
Stent NeoVas® 11 Indicated for de novo native
sirolimus-eluting coronary artery lesions
bioresorbable
stent
Drug-coated ~ Vesselin® 11 Indicated for in-stent restenosis,

balloon paclitaxel-coated small vessel disease and branch
balloon lesions

Cutting Vesscide™ I Indicated for dilatation of

balloon cutting balloon stenosis in coronary arteries
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Category Type Name Class Functionality

Guidewire ULTRASKIN® I Providing delivery of catheters
Angiographic for a variety of clinical
guidewire applications

Guidewire Smoothrough® I Providing the extra support and
PTCA guidewire smooth device tracking required

for device delivery

Guidewire Sailor® PTCA I Providing the extra support and
guidewire smooth device tracking required

for device delivery

Balloon Hoper® PTCA I Indicated for stenosis in coronary
balloon dilatation artery or bypass graft stenosis,
catheter and the post-delivery expansion

of stents

Balloon Tadpole® I Indicated for stenosis in coronary
PTCA balloon artery
dilatation catheter

Catheter Convoyer® I Providing precise handling,
guide catheter device delivery options and

clinical versatility.

Catheter Angiostar® I Designed to provide a pathway to
angiographic be used for delivering contrast
catheter media to selected sites in the

vascular system during an
angiographic procedure.

Catheter DELIVER® I Allowing passive drug perfusion
Perfusion catheter during intervention.

Accessories  Y-Valve module  III Providing delivery channels and

- 150 -

fluid injection for interventional
device



OUR BUSINESS

Category Type Name Class Functionality
Structural heart disease Congenital ~ MemoPart® I Indicated for atrial septal defect
products. . ... heart disease ~ ASD occluder
occluder (double riveting)
Congenital ~ MemoCarna® 11 Indicated for atrial septal defect
heart disease  ASD occluder
occluder (oxide film)
Congenital ~ MemoPart® I Indicated for ventricular septal
heart disease  VSD occluder defect
occluder (double riveting)
Congenital ~ MemoCarna® I Indicated for ventricular septal
heart disease  VSD occluder defect
occluder (oxide film)
Congenital ~ MemoPart® I Indicated for patent ductus
heart disease PDA occluder arteriosus
occluder (double riveting)
Congenital ~ MemoCarna® I Indicated for patent ductus
heart disease PDA occluder arteriosus
occluder (oxide film)
Congenital ~ MemoSorb® I Indicated for ventricular septal
heart disease  fully degradable defect
occluder occluder
LAA MemoLefort® I Indicated for patients with non-
occluder LAA occluder valvular atrial fibrillation who are
not suitable for anticoagulant
therapy
Mechanical ~ Single-leaflet I Replacement of heart valve
valve mechanical heart damaged by congenital or
valve acquired causes, also suitable in
valve
Mechanical ~ Two-leaflet I Replacement of heart valve
valve mechanical heart damaged by congenital or
valve acquired causes, also suitable for
valve replacement
CRM. ............ Pacemaker Qinming2312 I Used for the treatment of
single chamber bradyarrhythmia
pacemaker
Pacemaker ~ Qinming8631 I Used for the treatment of

D/DR Series
double chamber
pacemaker
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Category Type Name Class Functionality
Electrophysiology . . . . . Catheter Cardiac i Used for radiofrequency ablation
radiofrequency interventional therapy to treat
ablation catheter tachyarrhythmia
Catheter Electrophysiology III Mapping cardiac structure by
mapping catheter stimulation and recording
Catheter Circular 1T Designed for mapping of electric
pulmonary vein potential in pulmonary veins
mapping catheter along with stimulation and
recording
Peripheral . . . .. ... .. Balloon Non-compliant I Used for percutaneous
balloon dilatation transluminal angioplasty (PTA) of
catheter peripheral arteries and
arteriovenous fistula stenosis or
occlusive lesions
Balloon Supercross® pro I Indicated for below-the-knee
Below-the-knee vascular stenosis or occlusive
balloon dilatation lesions
catheter
Balloon Supercross® PTA  III Indicated for peripheral venous or
balloon dilatation arterial stenosis or occlusive
catheter lesions
Imaging .......... DSA Vicor-CV Robin 1T Used in interventional radiology
C/Robin F to clearly visualize blood vessels
medical in a bony or dense soft tissue
angiography x-ray environment
machine
DSA Vicor-CVSwift I Used in interventional radiology
medical to clearly visualize blood vessels
angiography x-ray in a bony or dense soft tissue
machine environment
DSA Vicor-LARK II Used in interventional radiology

mobile C-arm
x-ray machine
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Product Candidates

We are committed to improving manufacturing through innovation and
technology to keep commercializing new products that meet patient demands. As
of June 30, 2022, we had more than 80 cardiovascular product candidates in our
R&D pipeline.

. Balloon and catheter product candidates. We are developing an array of
balloon and catheter product candidates to address limitations associated
with existing solutions in the market. For example, our rapamycin-coated
balloon is designed to ensure effectiveness with better safety compared to
the first-generation paclitaxel drug-coated balloon. As of June 30, 2022,
our rapamycin-coated balloon is at pre-clinical stage. Our cryoballoon
ablation product candidate uses cryogenic energy to precisely ablate heart
tissue that causes irregular heartbeats. Cryoballoon ablation can be
performed without complex mapping systems. As of June 30, 2022, our
cryoballoon ablation product candidate is at pre-clinical stage. Our pulsed
sonic balloon dilatation catheter product candidate is used for patients with
atherosclerotic plaques in arteries. Leveraging our ultrasound shockwave
technology platform, our pulsed sonic balloon dilatation catheter product
candidate can break up superficial and deep calcification with minimal
tissue damage. As of June 30, 2022, our pulsed sonic balloon dilatation
catheter is at clinical trial stage.

. Biodegradable occluder product candidates. Mainstream occluder
products are made of non-biodegradable materials such as nitinol alloy,
which will permanently remain in the human body after implantation.
Leveraging our biodegradable biomaterial platform, our biodegradable
occluder candidate can degrade at a controlled rate, presenting the unique
value proposition of “leave nothing behind.” Our biodegradable occluder
product candidates comprise occluder product candidates for LAA, ASD
and PFO occluders. As of June 30, 2022, our LAA occluder product
candidate is at pre-clinical stage and our ASD occluder and PFO occluder
product candidates are at clinical stage.

. Interventional heart valve product candidates. We have cultivated a
comprehensive pipeline of interventional heart valve product candidates.
Our interventional heart valve product candidates primarily include our
TAVR system (ScienCrown™), transapical mitral valve clip repair system
(“TMVr-A”), transfemoral mitral valve clip repair system (“TMVr-F”) and
transapical mitral valve repair system (chordal) (TMVCRS). Our TAVR
system (ScienCrown™), is expected to be 100% deployable, retrievable
and repositionable before being detached from the delivery system. Our
TMVr-A and TMVr-F product candidates enable repair of the mitral valve
by interventional therapy without open-chest surgery. As of June 30, 2022,
our TMVr-F system is at pre-clinical stage and our TAVR system
(ScienCrown™), TMVr-A system, and TMVCRS system are at clinical
trial stage.
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Diagnostic device product candidates. Our diagnostic device product
candidates, including the FFR measurement catheter, the FFR measurement
system and the QCA system, provide hemodynamic information for
assessment and diagnosis in vascular diseases. FFR results provide
valuable information for preinterventional, intrainterventional and
postinterventional evaluation of PCI procedures. The interpretation of FFR
and QCA results is important in evidence-based intervention, and can even
be advisory to cardiologist for customized calculation of, for example, the
size of the stent. As of June 30, 2022, our QCA product candidate is at
clinical trial stage, and our FFR product candidates are pending regulatory
approval.

Continuous Glucose Monitoring (“CGM”) system product candidates.
We developed a semi-implantable CGM system that indirectly monitors the
blood glucose level of diabetic patients by measuring the glucose
concentration in the subcutaneous interstitial fluid with a glucose
biosensor, and an Al-empowered non-invasive blood glucose monitoring
product candidate that calculates the local blood glucose level by detecting
the local human energy consumption by combining the near-infrared
method with the Metabolic Heat Conformation (MHC) method. Compared
with the conventional method of measuring fingertip blood glucose and
venous blood glucose, CGM can provide continuous, dynamic,
comprehensive and reliable data, better reflecting the fluctuation trends of
blood glucose. Our CGM system is also designed to be helpful in health
management. As of June 30, 2022, these two CGM system product
candidates are both at pre-clinical stage.
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1VD Equipment and Test Kits

We offer a wide range of IVD equipment, including: (1) POCT products, including
colloidal gold quantitative analyzer, cholesterol analyzer and PT/INR meter analyzer,
among others, (2) hematology and coagulation test products, coagulation analyzer,
thromboelastographic (TEG) analyzer and blood grouping systems, among others, (3)
molecular diagnostics products, fully automated nucleic acid extractor and real-time PCR
systems, among others, (4) Immunodiagnostic products, including enzyme-linked
immunosorbent assay (ELISA) related equipment; and (5) biochemical diagnostics
products, including fully automated biochemical analyzers, among others.

We also provide a variety of IVD test kits, which include biological or chemical substances
that are able to react with target substances in the samples. As of June 30, 2022, we have
obtained 102 NMPA approvals for our biochemistry test kits, including 23 obtained in
2021; we have obtained 112 NMPA approvals for our immunoassay test kits, including 68
obtained in 2021 and 15 in the six months ended June 30, 2022; we have obtained 19
NMPA approvals for our hematology and coagulation test kits, including two obtained in
2021; we have obtained 10 approvals for our molecular test kits; and we have obtained 70
NMPA approvals for our POCT diagnostic test kits, including 11 obtained in 2021 and 2
in the six months ended June 30, 2022. Additionally, we have commercialized and sold our
COVID-19 antigen rapid test kits to countries and regions in Europe, Southeast Asia and
others. We are capable of rapidly tracking the evolving needs of pandemic and adapting our
test kit for newly emerged viruses. For example, we have commercialized our COVID-19
antigen rapid test kits and realized sales in Europe, Southeast Asia and other regions, and
also recently commercialized our Monkeypox Virus Nucleic Acid Test Kit (PCR-
fluorescent probe method) with CE certification obtained in Europe in May 2022.
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The following table sets forth the main information about IVD analyzers that we offer.

Category Product Functionality
POCT Colloidal Gold Used in clinical institutions to
equipment. . ........ Immunochromatographic detect the content of analytes in
Analyzer human fluids
Immunoassay Analyzer Used with the company’s

commercialized fluorescent
quantitative detection test Kits; also
used in clinical institutions to
detect the content of the analyte in
human fluids

Fluorescence Quantitative Used with our test kits to

Analyzer quantitatively detect the content of
the substance to be tested in
clinical samples and assist in
clinical diagnosis

Fluorescence Used with the fluorescence
Immunochromatography immunochromatography
Analyzer quantitative detection test kit to

quantitatively determine the
content of the analyte in human
samples in vitro

Automatic Fluorescence Used with corresponding test kits

Immunoassay Analyzer for quantitative immunoassay of
trace substances in serum by
medical institutions

Blood Glucose Meter Used with our blood glucose test
strips for quantitative
determination of glucose
concentration in whole blood

Blood Lipid Analyzer Used for the quantitative
determination of total cholesterol
(CHOL), high-density lipoprotein
cholesterol (HDL) and triglyceride
(TRIG) in human whole blood
(capillary blood or venous blood)
in vitro by applying the principle
of light reflection

Blood Glucose, Ketone Body, Used with our supporting blood

Uric Acid Detector sugar test strips, ketone physical
examination test strips and uric
acid test strips to detect glucose,
ketone bodies and uric acid in
human fresh fingertip capillary
blood in vitro

Dry Glycated Hemoglobin Used for quantitative analysis of
Analyzer glycated hemoglobin in human
samples
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Category

Product

Functionality

Coagulation
diagnostics
equipment. . ........

Thrombelastography Analyzer

Automatic Platelet Aggregator

Coagulation Analyzer

Automatic Blood Type Analyzer

Used with our test kits to monitor
the coagulation and fibrinolysis
process and reflect the patient’s
coagulation and fibrinolysis status

Used with our platelet aggregation
detection test kit card to detect the
platelet aggregation function in
human whole blood

Used to determine the prothrombin
time (PT) of human capillary
whole blood

Used for ABO/RhD blood group
identification, irregular antibody
screening and cross-matching
blood samples from human blood
samples

Molecular diagnostics
equipment. . . .......

Fully-automatic Medical PCR
Analysis System

Used to determine the analytes in
nucleic acid samples (DNA/RNA)
derived from the human body
based on the polymerase chain
reaction principle (PCR) and real-
time fluorescence monitoring
technology

Immunoassay
diagnostics
equipment. . . .......

Pipeline Automatic ELISA
Workstation

Fully-automatic
Chemiluminescence
Immunoassay Analyzer

Automatic Chemiluminescence
Immunoassay Analyzer

Automatic Enzyme
Immunoassay Analyzer

Fully-automatic
Chemiluminescence Enzyme
Immunoassay Analyzer

Used for enzyme-linked
immunosorbent assays using
micropores as carriers

Used for qualitative or quantitative
detection of analytes in human
serum, plasma, whole blood or
urine samples, including hormones,
tumor-related antigens, infectious
diseases, autoimmunity, allergens
and allergen-related items

Used for qualitative or quantitative
detection of analytes in human
serum and plasma samples,
including hormones, tumor-related
antigens, infectious diseases and
cardiomyopathy-related items

Used for analysis of enzyme-linked
immunosorbent assay of human
samples

Used for qualitative or quantitative
detection of analytes in human
serum, plasma and other body fluid
samples, including hormones,
tumor-related antigens, infectious
diseases, autoimmunity and
allergen-related items

Biochemistry
diagnostics equipment .

Automatic Biochemical
Analyzer
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Surgical & Anesthetic Devices and Consumables

Our surgical & anesthetic devices and consumables include: (1) surgical staples; (2)
ultrasonic scalpels system; (3) anesthetic devices; and (4) other devices. We also provide
accessories required in conducting surgeries.

The following table sets forth the information of representative surgical & anesthetic
devices that we offer.

Category Product Functionality
Surgical staples. . . . .. Disposable endoscopic linear Used for cutting with smooth
cutting stapler and components firing process which increases

procedure safety

Disposable tubular stapler Our disposable tubular stapler
products include conventional
tubular staplers, laparoscopic
circular stapler, bounce cap tubular
stapler and curved tubular staplers,
which are suitable for esophagus,
stomach, intestine and other
digestive tract reconstruction
surgeries. We adopt the use of
high-strength titanium alloy
material to reduce the risks of
postoperative complications

Ultrasonic scalpel Ultrasonic soft tissue cutting Used for laparoscopic surgery with
system . ......... .. hemostatic device little thermal damage to
surrounding tissues

Anesthetic devices. . .. Disposable pressure sensor Used to measure arterial blood
pressure and venous blood pressure
with high sensitivity and accuracy

Disposable medicated central Used for infusion, blood

venous catheter pack transfusion, drug infusion,
sampling and central venous
pressure monitoring

Disposable human arterial blood  Used for arterial blood sample

sample collector collection with safe patented
design to prevent injuries from
needle penetration

Separator needleless connector Used to connect blood transfusion
and infusion pipelines, allowing
large flow with seamless docking
of syringes and no dead space,
which can reduce infection and
avoid drug or blood residues

Others . ........... NiTi memory alloy human Our NiTi memory alloy human
cavity stent series cavity stents series includes
esophageal stents, intestinal stents,
biliary stents and respiratory
stents, which are mainly used to
treat benign or malignant strictures
in human cavities
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Our Pharmaceuticals

Our vertically integrated pharmaceuticals comprise the offerings of (1) FDF products,
which are intended for direct use, primarily targeting cardiovascular diseases; and (2) API
products, which ingredient that produces the intended effects. In particular, according to
Frost & Sullivan, we are one of the most comprehensive cardiovascular FDF producers in
the PRC. As of June 30, 2022, 87 of our pharmaceuticals have been included in the NRDL.

The following table sets forth the information of key API and FDF products that we offer:

Category Product Name Therapeutic Area Certification
API ........ Atorvastatin Calcium PRC, US, EU, Japan,
Canada
Antihyperlipidemic
Rosuvastatin Calcium PRC, US, EU, Japan
Clopidogrel Hydrogen Antithrombotic US, Canada
Sulfate
Ticagrelor Antithrombotic PRC
Macitentan PRC, US
Antihypertensive
Doxazosin Mesylate PRC, Japan
FDF........ Clopidogrel Antithrombotic PRC
Atorvastatin Antihyperlipidemic PRC
Valsartan Antihypertensive PRC
Levosimendan Anti-heart failure PRC
Losartan Potassium Antihypertensive PRC
Hydrochlorothiazide
Amlodipine Besylate Antihypertensive PRC
Isosorbide Mononitrate Antianginal PRC
Sustained Release
Ticagrelor Antithrombotic PRC
Acarbose Antihyperglycemic PRC
Apixaban Antithrombotic PRC
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Medical Care Solutions

We offer medical care solutions including: (1) Al-empowered cardiovascular solutions
such as vital sign monitoring devices; (2) health services from healthcare facilities and
online platforms, including a specialized cardiovascular hospital, internet hospitals, a
check-up center, Internet hospitals and independent clinical laboratories, and online
pharmacies; and (3) consumer medical devices.

We are able to offer one-stop services with our medical care solutions. Our Al-empowered
vital signal monitoring solutions enable access to real-time remote monitoring of static and
dynamic data. These data and analyses serve as the basis for data-driven health
management processes. For example, doctors and patients can use such datapoints for
diagnosis assistance, early warning or health management. Moreover, with our Internet
hospital, patients can receive online services such as medical consultations and
personalized care services regardless of geographic boundaries.

Al-empowered cardiovascular solutions

Our Al-empowered cardiovascular solutions mainly include vital signs monitoring
products. Leveraging our Al technology platform, we are the first PRC company with
commercialized AI-ECG products and the first PRC company to have obtained FDA
approval for AI-ECG platform in 2018. Our AI-ECG platform is capable of analyzing and
diagnosing arrhythmia events and cardiac afferent conduction abnormalities with
effectiveness on par with the performance of medical professionals with significantly
increased efficiency.

Our AI-ECG platform offers a unique value proposition as our AI-ECG solution product
can extend the user scenario of conventional ECG to real-time remote monitoring of static
and dynamic ECG with AI assisted analysis and interpretation. Furthermore, our AI-ECG
platform can serve as a useful tool for primary healthcare institutions in the PRC, which
provide most of the services for outpatient conditions in the PRC but often face the
challenge of medical personnel shortage and skills, level variation according to Frost &
Sullivan. Meanwhile, with the incorporation of other advanced technologies, such as cloud
storage of data and AloT, our AI-ECG platform and its empowered solution can be widely
used in clinical static ECG diagnosis, remote and dynamic ECG diagnosis, real-time
bedside monitoring, household monitoring and early warning systems.

As of June 30, 2022, we have provided our AI-ECG platform empowered solution to over

9,100 healthcare institutions, providing more than 180 million instances of static ECG
services and more than 2.7 million instances of dynamic ECG services.
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The table below illustrates the information on our key Al-empowered cardiovascular
solutions.

User case Solution product
Hospitals and healthcare ~ AI-ECG diagnostic solutions
nstitutions. . ... ... ..

Our AI-ECG diagnostic solutions, such as OmniECG,
facilitate doctors to perform clinical ECG examinations. Our
AI-ECG diagnostic solutions help doctors and patients to save
time with the potential to increase diagnosis accuracy and
treatment protocol consistency.

AI-ECG workstation

Our AI-ECG workstation, AIView, can be used in hospitals to
simultaneously analyze of ECG signals collected from
different clinical rooms within the hospital network.

Cloud-based ECG services empowered solutions

Our cloud-based ECG services empowered solutions, such as
i-Holter, facilitate real-time ECG remote monitoring and
enable early detection and diagnosis of arrhythmia. Though
cardiovascular disorders are the leading cause of death in the
PRC, they often go undiagnosed because the related cardiac
arrhythmias, meaning the abnormal cardiac signal occurrences,
are often unpredictable, transient and asymptomatic.

Household health Household vital signs monitoring device
management . .......

Our household vital signs monitoring devices allows dynamic
monitoring of vital signs, including ECG signals, blood
pressure, heart rate and oxygen saturation rate. Individual
customers are also able to purchase our AI-ECG vital sign
monitoring services to conduct online consultations provided
by our Internet hospitals. To facilitate the consultation,
customers can choose to upload the record of vital signs
recorded locally on their devices.

One-stop AI health management terminal

Our one-stop Al health management terminal is a
physiological parameter detector that integrates telemedicine,
identification, multi-parameter measurement, touch operation,
integrated design and other functions. It can measure various
physiological parameters such as heart rate, body temperature
and blood glucose.
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Health Services
Specialized cardiovascular hospital

We provide medical services and conduct R&D activities, including clinical trials, at our
own specialized cardiovascular hospital, the High-Tech Specialized Cardiovascular
Hospital in Hefei, Anhui. Our specialized cardiovascular hospital is equipped with 500
hospital beds with a total GFA of over 30,000 square meters.

As a certified Class III specialized hospital, we provide clinical consultations, outpatient
and emergency services, and inpatient services across 11 departments, including
Cardiovascular, General Thoracic and Cardiovascular Surgery, General Surgery, and
Neurology. We focus, in particular, on cardiovascular diseases including coronary heart
disease, structural heart disease, atrial fibrillation and macrovascular disease.

Our specialized cardiovascular hospital is also important for our R&D activities. We have
successfully completed TAVR systems and TMV systems in the PRC and initiated clinical
studies for product candidates, including biodegradable PFO occluders and biodegradable
ASD occluders.

Internet hospitals

Through our cardiovascular Internet hospitals, we connect doctors with patients by
enabling doctors to provide services such as medical consultations and personalized care
services remotely to patients. Patients can browse and choose doctors in various
departments from our cardiovascular Internet hospitals and communicate with the doctors
through text messages or telephone once the doctors accept the consultation or follow-up
requests. We typically recommend that patients visit hospitals for serious or acute
conditions. Patients with chronic diseases who are on our management plans can
continuously receive private care services supported by our real-time AI-ECG service pack
so that doctors can receive alert messages at the first sign of the occurrence of abnormal
signals. In addition, our Internet hospitals are connected to our online pharmacies so that
patients can order drugs after consultation with the doctors on our platform. See “—Online
pharmacies.”

Check-up center

We provide one-stop clinical services, including health check-up, clinical consultation, and
health management in our Beijing Lejian Dongwai Clinic. This clinic provides online
services as well.

In our clinic, patients can purchase health check-up packages, receive customized medical
service management packages based on health check-up results schedule appointments
with our contracted cardiovascular experts from leading general hospitals and specialized
cardiovascular hospitals in the PRC, arrange referrals for surgery opinion when necessary,
and receive private care services for chronic disease management.
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Independent clinical laboratories

We offer clinical diagnostic services, including cardiovascular disease diagnosis, non-
invasive prenatal genetic diagnosis, prenatal and postnatal diagnosis and telepathology
diagnosis. Our laboratory IPE Center has 13 specialized laboratories, including the clinical
chemistry laboratory, the clinical immunology laboratory, the clinical microbiology
laboratory, the flow cytometry laboratory, the cytogenetics laboratory, the molecular
biology laboratory, the trace elements laboratory and the mass spectrometry laboratory.

We primarily provide services to medical institutes such as hospitals and research
institutes. We also collaborate with hospitals, research institutes and regulatory authorities
to conduct R&D activities for general pathological diagnosis.

Online pharmacies

We offer products such as OTC drugs, OTC medical devices, health management devices,
and health supplements through our online pharmacies, including our own online health
mall and our online health shops established on major e-commerce platforms in the PRC.
We operate our online pharmacies under the direct sales model where we directly sell our
products to customers. We are responsible for the product delivery. The cost of delivery is
deducted from the product price. We also provide after-sales customer services for such
products.

Consumer medical devices

We also offer consumer medical devices to supplement our disease treatment and health
management solutions. Our consumer medical device offerings primarily include
household oxygen generators, nebulizers, thermometers and FDA-approved oximeters.
Individual customers are able to purchase our consumer medical devices from offline
pharmacies and our self-operated medical e-commerce platforms.

R&D

Our ability to stay at the forefront of technological developments is crucial to determining
if we are able to remain competitive in the market. Thus, continuous investment in R&D
is key to our product development and sustainable growth. In 2019, 2020 and 2021 and the
six months ended June 30, 2022, our R&D investment amounted to RMB630.8 million,
RMB805.6 million, RMBI1,111.7 million and RMB439.5 million, respectively,
representing 8.1%, 10.0%, 10.4% and 8.2% of our operating revenue during the same year
or period, respectively. We were able to pioneer innovations and achieve technological
breakthroughs with our R&D efforts. See “—Versatile Technology Platforms.” As of June
30, 2022, our self-owned National Heart Disease Implant Interventional Device and
Equipment Engineering Technology Innovation Center was the only nationally certified
research center for implantation and intervention devices for cardiovascular diseases in the
PRC.
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Our R&D team possesses rich industry experience. As of June 30, 2022, our R&D team
consisted of more than 1,900 employees, approximately 23% of whom possessed a
master’s degree or above, amongst which many are specialized in cardiology,
biopharmaceuticals, engineering or other related disciplines. We have entered into
legally-binding confidentiality and non-compete agreements with employees involved in
our R&D activities, pursuant to which any intellectual property conceived and developed
during their employment belongs to us and they waive all relevant rights or claims to such
intellectual property.

We employ an integrated approach to R&D involving our internal R&D teams and key
players in the industry, including leading universities, teaching hospitals and research
institutions. Our internal R&D organization comprises: (1) our R&D team at our
headquarter, dedicated to fundamental research, technology platform advancements and
clinical trial management; and (2) our R&D team at subsidiary companies focusing on the
development and optimization of products in selected areas and the corresponding clinical
trial management. We have also established group-level collaborative mechanisms
enabling communication and expertise sharing among our different R&D teams. For our
collaboration with external R&D partners, we lead the R&D process of our products. We
collect market information from doctors and hospitals at the project proposal stage to
optimize product design. After we have a preliminary design, we seek suggestions from
partnered research institutions to evaluate feasibility and then we further refine product
features.

Specifically, we conduct clinical trials of our new products to obtain the requisite
regulatory approvals and collect post-procedure data that can improve and enhance the
design and features of our products. In addition, robust clinical data is an important
marketing tool to increase the credibility of our brand and products. Accordingly, we have
established specialized clinical management teams responsible for conducting clinical
trials for our products. Meanwhile, in line with industry practice, we also engage industry
leading contract research organizations (“CROs”) to provide certain supporting services in
the clinical trials for our products.

Typically, our R&D processes include the following steps:

. Project proposal and approval: We are constantly tracking the latest advancements of
frontier technologies in formulating our R&D plans. Further, we routinely
communicate with doctors to collect feedback on our existing offerings and stay
informed of market demand. We take into consideration both the technology
advancements and the market demand in formulating new product proposals. A new
product proposal is analyzed by multiple functional teams before approval.

. Project approval: After a project has passed all internal assessments, representatives
from our R&D, procurement, quality control and regulatory, product registration,
production and management teams collectively review the project proposal and
determine whether the project should proceed. The R&D team shares its studies on
project feasibility. The procurement team assists with determining raw material
requirements. The quality control and regulatory team helps ensure that the product
design complies with all applicable laws and regulations. The production team then
produces and modifies product archetypes. Based on feedback from our functional
teams, our management will then determine whether a project should proceed.
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. Design and development: Our new medical device product design and development is
guided by our internal control protocol prepared with reference to our risk
management standards.

. Pre-clinical animal studies: We primarily conduct animal studies in third-party
animal study laboratories. Based on the animal study results, we will then confirm our
product design or make improvements to its safety and efficacy.

. Pre-clinical and clinical trial: We conduct clinical trials to collect data for measuring
the clinical efficacy and safety of products before applying for government approvals.
Following a pre-clinical evaluation and/or animal studies of our new products in a
government-approved testing lab, we conduct clinical trials on human subjects. In
addition to engagement of qualified clinical trial institutions to carry out clinical
trials, we are also able to conduct clinical research at our own specialized
cardiovascular hospital with increased efficiency and cost-savings. We first prepare a
clinical trial protocol plan that describes in detail the clinical trial’s purpose, design,
timeline, methods, procedures, and risks. We then meet with clinical trial institutions
to discuss the clinical trial protocol plan. Following such a meeting, we prepare and
send a proposal to the ethics committee of each participating clinical trial institution,
including our clinical trial protocol plan, patient consent forms, investigator report
forms and agreements with the participating clinical trial institution. During the
clinical trial, our R&D team monitors trial progress and patient reactions pursuant to
clinical trial protocols.

In 2019, 2020 and 2021 and the six months ended June 30, 2022, we had dedicated R&D
efforts to projects that improved manufacturing through innovation and technology to keep
commercializing new products that meet patient demands. For more information, see
“—Product Candidates.”

Intellectual Property

We seek to protect our technology through a combination of patent, copyright and trade
secret laws in the PRC and other jurisdictions, as well as license agreements and other
contractual protections. We also rely on a number of registered trademarks to protect our
brand. In addition, we enter into confidentiality and non-disclosure agreements with our
employees and major business partners. The agreements we enter into with our employees
also provide that all software, inventions, developments, works of authorship and trade
secrets created by them during the course of their employment remain our property.

As of June 30, 2022, we had registered a total of 1,541 patents in the PRC. We had not been
subject to any material infringement of our intellectual property rights or allegations of
infringement by third parties in 2019, 2020, and 2021 and the six months ended June 30,
2022. See “Risk Factors—Risks Relating to Our Business and Industry—If we are unable
to protect our intellectual property rights, or if the scope of our intellectual property rights

fails to sufficiently protect our proprietary know-how, our competitive strengths may be
eroded.”
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Sales, Marketing and Distribution

We market and sell our products through a combination of online and offline direct sales
and distributors. As of June 30, 2022, we provided products through our sales and
distribution network in 31 provinces, municipalities and autonomous regions in the PRC
to approximately 2,700 hospitals with PCI capabilities, more than 9,000 medical
institutions and nearly 200,000 pharmacies. At the same time, leveraging our extensive
sales and distribution channels overseas, we offered products to more than 120 countries
and regions globally. The graph below illustrates the coverage of our sales and distribution
network.

We adopt specific sales and distribution channels on a territory-by-territory base,
depending on industry custom, product type, and market needs, to effectively maintain our
competitive strengths in existing markets and penetrate new markets. In the PRC, as is
common in the healthcare industry, our in-house sales and marketing teams directly market
and promote our products to hospitals and pharmacies, while sales to them are typically
made through third-party distributors who purchase products from us and then resell to
them. To a lesser extent, we also conduct direct sales activities of our products, in
particular, innovative medical device products. Meanwhile, we also operate medical
e-commerce platforms to directly sell our products to individual customers. See
“—Medical Care Solutions—Health services—Online pharmacies.” Globally, we also
primarily engage distributors who purchase products from us and resell to hospitals and
pharmacies. We believe this approach helps us to leverage local distributors’ professional
knowledge and capabilities to penetrate the local market.

According to Frost & Sullivan, the sales channels of medical devices and pharmaceuticals
are generally department-specific. Thus, we have established sales and marketing teams
targeting different markets such as coronary heart disease and structural heart diseases, and
we conduct sales and marketing activities for our products accordingly. Each of our
subsidiary companies dedicated to specialized areas manages its own sales and marketing
team to promote and sell its products. Meanwhile, we have also established a collaborative
mechanism among our sales and marketing teams across different product categories (such
as medical device and pharmaceuticals) to promote cross-selling. We also promote
communication between business segments targeting different departments, and are
employed by different subsidiaries to share know-how, market insight and customer
service experiences. Benefiting from such collaboration, we are able to increase our sales
and marketing efficiency and enhance our brand awareness.
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Sales and marketing

We sell and market our products through academic customer education and training
services via programs, including product introduction, technical training and live case
observation. We also establish research, clinical collaboration and training relationships
with hospitals and doctors. We regularly meet with doctors and renowned medical
professionals to discuss our products, conduct product demonstrations and provide related
training. We believe that through such frequent communications, demonstrations, and
training, we can maintain good working relationships with these doctors and renowned
medical professionals, and help them gain familiarity with our products, which we believe
will contribute to the market acceptance of our products. We actively participate in medical
conferences and industry exhibitions and host meetings and seminars to introduce our
products to doctors. We believe that such meetings and conferences are key opportunities
for us to present our products and product candidates, and can increase our market
recognition.

We have established a specialized team with international vision and educational
background to conduct sales and marketing activities overseas. We focus our sales and
marketing efforts on proprietary products that we believe are most suitable for overseas
markets, based on factors such as underlying technology, market demand and customer
acceptance. For such products, we have implemented regional management strategies and
assigned regional sales personnel to attend to the specific needs and customs of the target
markets and to communicate with distributors in that region on a regular basis in order to
monitor their sales performance and inventory levels. The regional sales personnel are also
responsible for establishing and maintaining collaborative connections with local key
opinion leaders. We also plan to host various branding and marketing events in overseas
markets to build up brand recognition and therefore promote product sales. We also enter
into strategic collaboration with global partners with sales, marketing and distribution
resources.

Distribution
Distribution in the PRC

Consistent with industry practice, we primarily sell our products to end customers through
third party distributors in the PRC. As of June 30, 2022, our distributors covered 31
provinces, municipalities and autonomous regions in the PRC. We regularly communicate
with our distributors to gather information on sales and inventory, such as information on
sales quantity, product type and customer complaints. We also visit hospitals to obtain
feedback on their experience of using our products.

We have a buyer-seller relationship with our PRC distributors. We typically enter into
standard one-year-long distribution agreements with these distributors. Under the
distribution agreements, we generally are not responsible for product sale, return or
exchange once our products are sold to the distributors. The distribution agreement also
specifies the relevant products to be distributed and the hospitals for which the distributor
is responsible. Distributors are prohibited from selling our products outside their
respective designated hospitals.

-169 —



OUR BUSINESS

The continuing growth and success of our business will depend on our ability to develop,
expand and optimize our distribution network. We select our distributors based on
experience in the medical device industry, their sales channels and hospital coverage. Our
distributors must hold necessary business licenses and permits to sell medical products in
the region where they conduct activities. We provide technical training and conduct regular
evaluation to assess our distributors’ performance. Our training mainly covers product
information and medical knowledge.

We regularly review our distributors’ sales performance, including the comparison of their
actual sales amount with their sales target, and by taking account of the feedback from
their designated hospitals. We also retain the right to terminate our relationship with
distributors who underperform on their sales target.

Global Distribution

We have built a specialized sales and marketing team well-versed in foreign trade
involving medical devices to lead our product distribution overseas, and we have
implemented regional management strategy to further promote overseas distribution. We
form our sales and marketing strategies on a territory-by-territory basis with product type,
industry norm, market demand and customer preference in consideration. In 2019, 2020,
and 2021 and the six months ended June 30, 2022, we have collaborated with international
distributors and sold our products to major markets such as Asia, Europe, the U.S. and
Africa.

We generally require our overseas distributors to make full payment after the order
acceptance is confirmed by us. We typically enter into standard one-year-long distribution
agreement with these distributors. Our overseas distributors are authorized to sell our
products only within a designated geographic area. We typically set a minimum purchase
volume with our overseas distributors, depending upon various conditions at the target
market such as patient number, brand awareness and market acceptance of our products.
We will review the minimum purchase volume at the end of the contract term and adjust
if necessary. Our oversea distributors bear costs for importing, storing and selling our
products in the designated area.

Pricing

According to relevant laws and regulations in the PRC, all public hospitals and
non-profit-making medical institutions controlled by government at a county level or
above must implement the volume-based procurement system in respect of purchase of any
pharmaceuticals which are contained in the NRDL and generally used for clinical purposes
and purchased in relatively large amount, and in respect of purchase of any high-value
medical consumables. The volume-based procurement involves bidding by manufacturers
of these products. See “Regulatory Environment.” We participate in such volume-based
procurement regularly and have found that the successful bidding prices are the hospital
procurement prices at which distributors sell the products to the hospitals.
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We determine the bidding prices by considering our costs and expenses and the price of
similar products in the past. If our products win the bid, such products would be qualified
for future procurement by the hospitals in the provinces, and our winning bid prices would
become the public prices of our products, which generally determine the maximum retail
prices that our distributors may bid in the public tender processes organized by the
hospitals.

After a volume-based procurement, our distributors distribute our products upon receiving
purchase orders provided by the hospitals, which specify the brand, volume and types of
the products. We set the prices at which we sell products to our distributors by considering
factors such as successful bidding prices with hospitals and medical institutions, prices at
which our competitors sell similar products to distributors, cost of our raw materials, our
gross profit margins and the margins for our distributors.

For our products sold overseas, we determine prices through commercial negotiations with
overseas distributors based on a number of factors, primarily including the specific market
conditions of each overseas market, product specifications, the scale and potential of
overseas customers, their purchase amounts and the pricing of multinational competitors
in the same market.

Customers

Our customers primarily encompass distributors, and to a lesser extent, hospitals and
pharmacies to which we directly provide products under our direct sales model. Customers
of our self-operated online stores are mostly individual consumers. As we provide products
and services across different segments, such as medical devices and services to our
customers or end-users, we conduct joint and cross selling efforts among our products to
increase efficiencies and effectiveness. See “—Sales, Marketing and Distribution.”

Our business depends on well-established customer relationships. We have a dedicated
after-sales services team responsible for collecting feedback, addressing complaints and
inquiries, compiling customer profiles and collaborating with our R&D personnel on
product design and improvement. We also collaborate closely with doctors and hospitals
to gather their, and their patients’, product feedback and improvement suggestions to
develop new features that cater to evolving market demands.

Supply Chain

Our suppliers mainly include suppliers of raw materials, machinery and equipment, and
testing or clinical trial related services. The primary raw materials we use in our
production are metal materials, animal source materials, polymer materials and semi-
finished components. We source our raw materials from suppliers in the PRC, the U.S., EU
and Japan, among other countries and areas. As of June 30, 2022, we had engaged nearly
one thousand suppliers.

We have formulated detailed quality standards for raw materials, covering both technical
specifications and regulatory compliance requirements. We only procure raw materials
from selected suppliers that can satisfy our stringent standards to ensure the consistently
high quality and performance of our products. We include suppliers in our list of qualified
suppliers only after they have gone through the processes stipulated in our evaluation and
control protocol, which include documented qualification review, field review and sample
inspection. Multiple departments throughout the product life cycle, such as supply chain,
manufacturing, quality control, as well as R&D, participate in this initial review to
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evaluate and jointly approve the qualifications of new suppliers. All raw materials supplied
are subject to continuous inspections during our cooperation and are only admitted into our
manufacturing facilities upon passing our strict inspections. In addition, our supply chain
team re-evaluates all qualified suppliers annually in terms of, among others, qualification
rate, quality complaint management, supply punctuality and after-sales service.

Manufacturing and Quality Control

We manufacture, assemble and test most of our products at our production facilities
located on our self-owned properties. Our manufacturing facilities are well equipped with
state-of-the-art equipment from reputable manufacturers and suppliers. We believe
operating our own manufacturing facilities enables us to deliver high quality products in
an efficient, timely and consistent manner in accordance with our own strict quality control
measurements. Furthermore, we are able to enhance our know-how and technological
capabilities from the development, validation, implementation and optimization of our
manufacturing techniques.

Our quality assurance and quality control team coordinates with our production team to
manage the manufacturing process. Our production team designs the production plan based
on a clinical development plan, procures materials according to the production plan, and
issues production instructions to the production lines. As of June 30, 2022, all of our
manufacturing facilities were certified with ISO 13485, and are also subject to periodic
inspections by regulatory agencies and certification entities.

Medical Devices

While the exact manufacturing method and process for each of our medical device
products is unique, the manufacturing process generally occurs over similar stages. The
typical manufacturing process for our medical device products includes:

. Raw material quality inspection. We examine the quality of the raw materials
purchased in accordance with our internally established technical requirements and
procurement specifications.

. Molding. We shape raw materials into semi-finished components and parts through
specifically designed procedures such as laser cutting, physical kneading and heat
processing. We inspect the dimensions of the semi-finished products and assess the
molding results to ensure that they conform to our production specifics and quality
control requirements.

. Washing. We carry out the initial washing of the semi-finished products before
moving them into the cleanroom. Within the cleanroom, we wash the semi-finished
products for a second time with an ultrasonic cleaner and then dry them.

. Suturing and assembling (if applicable). For products requiring suturing, suturing
must be carried out through our specifically designed process by experienced
technicians as it requires significant technical know-how in assessing the appearance
and tightness. For products requiring assembling, we combine individual parts or
components into a completed product according to specified technical standards to
ensure proper fitting. We then conduct a comprehensive quality inspection on the
products.
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. Cleaning. We clean the products to remove potential particles from the
manufacturing process.

. Coating (if applicable). For drug-coated products, we have the products going
through a plasma treatment process to produce the required coating on the surfaces
of the products.

. Packaging. We pre-package the finished products.

. Sterilization. We transport the packaged products to a third-party sterilization service
provider for professional sterilization.

. Finished product validation. We proceed with the outer packaging process and
conduct a comprehensive quality inspection on final products.

For our medical device products, we have established quality control systems based on: (1)
domestic medical device laws and regulations in the PRC; (2) FDA medical device laws
and regulations; (3) EU medical device laws and regulations; and (4) the relevant
international quality authentication standard to monitor all aspects throughout the product
life cycle, such as product design and development, raw material supply and procurement,
product manufacturing and delivery and after-sales follow-ups, to ensure the quality
management of our products.

Pharmaceuticals

The production processes of our pharmaceuticals vary significantly depending on factors
including the types of products (API and FDF), and especially the form of FDF products
(tablets, granules, powder, liquid pills and condensed pills). The following illustration
demonstrates the typical manufacturing process for our API products.

. Raw material quality inspection. We examine the quality of the raw materials
purchased in accordance with the internally established technical requirements and

procurement specifications.

. Active ingredients production. We adopt two approaches for active ingredients
production, namely chemical synthesis and biotechnologies.

. Extraction. Depending on the type and production methods of active ingredients, we
separate APIs from byproducts generated from any previous production process using

methods such as filtration, crystallization and distillation.

. Dehydration. We use dryers to produce dry powder of API, and vaporize the solvent
from previous steps.

. Packaging. We pre-package the finished products.

. Finished product validation. We proceed with the outer packaging process and
conduct a comprehensive quality inspection on final products.
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We implement strict procedures for the receiving and releasing of the raw materials used
in our production process, intermediate products, raw liquids and finished products. We
also have standard process procedures in place to ensure that the finished products meet
the process requirements for registration. Besides manufacturing conducted in our own
plants, we also engage third-party contract development and manufacturing organizations
(“CDMOs”) to manufacture some of our products and clinical materials.

Inventory Management

Our inventory mainly includes raw materials, work-in-progress and finished products. We
have established a digitalized inventory management system to monitor our warehousing
process. Raw materials are separately stored in different regions of the warehouse
according to their respective storage condition requirements, properties and usages. We
examine our work-in-progress and finished products frequently to identify any that are
damaged, expired or soon-to-be expired, which are disposed of or for which provisions are
made pursuant to our protocols.

We determine the required inventory level for raw materials based on the average sales
volume of the same periods in the past and the production volume of the current year, and
evaluate and adjust the inventory level frequently with reference to factors such as
procurement cycles, market conditions and our R&D plans. We also take into consideration
factors beyond our control, including international relations and supply chains, and
strategically enlarge our inventories when necessary.

Competition

We operate in a rapidly changing market, resulting from technological advances and
scientific discoveries. While we believe our robust R&D capabilities provide us with
competitive advantages, we face potential competition with major international and
domestic cardiovascular medical device manufacturers, pharmaceutical companies and
medical care solutions providers. As of the date of Prospectus, according to Frost &
Sullivan, we were the only total-solution provider in the PRC covering the full life cycle
of cardiovascular disease management with products and services covering medical
devices, pharmaceuticals and medical care solutions. We compete primarily based on our
products and services offerings, R&D capabilities, our sales, distribution and marketing
force and brand recognition.

For more information relating to market competition, see “Industry and Market Overview”;
for more information relating to our competitive strengths, see “—OQur Key Competitive
Strengths.”

Environmental Matters, Social Responsibility and Workplace Safety

We are committed to operating our business in a manner that protects the environment, and
providing our employees with a healthy and safe workplace. To ensure that our operations
are in compliance with the applicable laws and regulations, we have implemented
group-wide environmental, health and safety policies and standard operating procedures,
mainly comprising of management systems and procedures relating to wastewater
generation and treatment, management of process safety and hazardous substances,
employee health and safety requirements, third-party safety management and emergency
planning and response.
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In particular, our environmental, health and safety protection measures include: (i)
compliance with relevant pollutant emissions standards during our production process to
reduce pollutant emissions of air and wastewater; (ii) implementation of safety guidelines
with respect to employee health and safety, environmental protection and operational and
manufacturing safety in laboratories and manufacturing facilities and closely monitored
internal compliance with these guidelines; (iii) storage of hazardous substances in special
warehouses, and contracts with qualified third parties for the periodic disposal of
hazardous materials and waste; and (iv) conducting periodic environmental evaluations on
exhaust gas detection and emissions, hazardous waste disposals, noise emissions, and
waste water detection and emissions to make sure all operations are in compliance with the
applicable laws and regulations.

In addition, we have implemented measures to identify and address potential risks relating
to environment, health and work safety. These measures include continuous employee
training to enhance our employees’ awareness of environment, health and work safety
issues and skills to comply with safety and operation standards, requirements that all our
employees operating specialized equipment must have the requisite certifications, timely
provision of protection equipment to our employees, periodic inspection of our operational
facilities, special health examinations for employees who may have contact with hazardous
materials, medical examinations for employees and establishment of procedures to
appropriately handle work safety incidents. Upon identification of any risks related to
environment, health and safety, we will conduct a cross-department investigation, compose
a risk assessment report and emergency response plan, and make filings with the local
governmental authority if required under local laws and regulations, and take all applicable
measures to reduce the impact of such risks or incidents.

In respect of social responsibilities, we have entered into employment agreements with our
employees in accordance with the applicable PRC laws and regulations. We hire employees
based on their qualifications and experience and it is our corporate policy to offer equal
opportunities to our employees regardless of gender, age, race, religion or any other social
or personal characteristics.

Employees
We believe that our professional workforce is the driving force of our long-term growth.

As of June 30, 2022, we had 10,658 full-time employees. The following table sets forth the
number of our employees by function as of the dates indicated:

As of December 31, As of June 30,
Department 2019 2020 2021 2022
Manufacturing .. ............ .. 2,618 2,921 3,391 4,077
Sales, marketing, and consulting . . . 2,675 2,962 3,501 3,471
Technology (including R&D) ... .. 2,744 2,654 3,063 2,020
Administration . . .............. 613 555 658 808
Finance ..................... 268 296 328 282
Total ... .................... 8,918 9,388 10,941 10,658

We are committed to establishing a competitive and fair remuneration mechanism. To
effectively motivate our employees, we continually refine our remuneration and incentive
policies. We conduct performance evaluation of our employees periodically to provide
feedback on their performance. Compensation for our employees typically consists of
basic salary and a performance-based bonus.
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We continually improve our welfare system for the benefit of our employees. We offer
employees additional benefits such as annual leave, stipends and health examinations,
among other things. We also provide equity incentive plans. We provide regular and
specialized training tailored to the needs of our employees in different departments at all
levels. Through these trainings, we help our employees to stay up to date with industry
developments, skills and technologies. We also organize workshops from time to time to
discuss latest industry trends and key technology advancements.

Properties

We own and lease properties in the PRC for manufacturing, business and office purposes.
As of June 30, 2022, we owned 47 major properties, with an aggregate gross floor area of
approximately 218,807 square meters and leased 16 major properties in the PRC, with an
aggregate gross floor area of approximately 51,868 square meters. The following table sets
forth an overview of our key major properties as of June 30, 2022.

Location GFA Main Use Type Leased/Owned
Beijing. . ......... .. ... 9,898 Office/Production/Warehouse Owned
Beijing. . ....... ... L. 28,659 Office Owned
Beijing. . ...... .. L oL 18,192 Office/Production/Warehouse Owned
Shanghai . ............... 9,049 Office/Production/Warehouse Owned
Zhoukou, Henan province . . . . 17,892 Office/Production/Warehouse Owned
Zhoukou, Henan province . . . . 20,908 Office/Production/Warehouse Owned
Taizhou, Zhejiang province . . . 44,627 Office/Production/Warehouse Owned
Taizhou, Zhejiang province . . . 17,006 Office/Production/Warehouse Owned
Changzhou, Jiangsu province. . 29,960 Office/Production/Warehouse Owned
Shenzhen, Guangdong

province . . ............. 15,292 Production Leased
Beijing . ......... ... ... 13,693 Office/Production/Warehouse Leased

Licenses and Approvals

We are subject to regular inspections, examinations and audits by local regulators and are
required to obtain various permits, licenses, approvals, and certifications from government
authorities as required under the laws and regulations of jurisdictions where we sell and
distribute our products. As of June 30, 2022, we have maintained 541 NMPA type II and
type III licenses, 34 FDA approvals for medical devices, and 234 CE certificates. We renew
all such permits and licenses from time to time to comply with the relevant laws and
regulations.

Specifically, in the PRC, we are required to obtain registration certificates for our products
from relevant regulatory authorities prior to commercialization. In addition, we are
required to maintain a number of licenses, permits and approvals for our production and
operations, such as the Medical Device Production Permit, Medical Device Export
Certificate and the Internet Drug Information Service Qualification Certificate. As advised
by our PRC Legal Advisors, in 2019, 2020, and 2021 and the six months ended June 30,
2022, we have duly obtained and maintained all material licenses, permits and certificates
required by PRC laws and regulations for our operations, and such licenses, permits and
certificates have remained in full effect.
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Legal Proceedings

From time to time, we may become involved in legal and administrative proceedings and
other disputes in the ordinary course of our business. In 2019, 2020, and 2021 and up to
the date of this Prospectus, we had not been and were not a party to any material legal,
arbitral or administrative proceedings, and we were not aware of any pending or threatened
legal, arbitral or administrative proceedings against us or our directors that could,
individually or in the aggregate, have a material adverse effect on our business, financial
condition and results of operations.

Insurance

We have in place all the mandatory insurance policies required by PRC laws and
regulations and in accordance with the commercial practices of our industry. We maintain
all property risks insurance to protect the loss of fixed assets such as machinery, equipment
and inventory due to events such as theft and natural disasters. Our employee-related
insurance consists of pension insurance, maternity insurance, unemployment insurance,
work-related injury insurance, medical insurance and housing funds. In 2019, 2020, and
2021 and the six months ended June 30, 2022, we did not make any material insurance
claims in relation to our business.
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Overview

Our business operations are subject to extensive supervision and regulation by the PRC
government. This section sets out: (i) an introduction to the major PRC government
authorities with jurisdiction over our current operations; and (ii) a summary of the major
laws, regulations and policies to which we are subject.

Principal Regulatory Authorities

In addition to the supervision and management by authorities that perform general
regulation on companies in the PRC, our operations in the PRC are mainly subject to
supervision and management under the following authorities:

National Health Commission

National Health Commission of the People’s Republic of China (the “NHC”, a main
national administrative body in charge of public health and family planning, is responsible
for formulating national health policies, coordinating and deepening the reform of the
medical and health systems, organizing the formulation of the national system for essential
drugs, supervising and managing public health, medical services and health emergency
response, and the management and services of family planning.

National Medical Product Administration

National Medical Product Administration of the People’s Republic of China (the “NMPA”,
formerly known as China Food and Drug Administration (the “CFDA”, a body supervised
by the State Administration for Market Regulation (the “SAMR”, is responsible for
supervision and management of safety of drugs and medical devices, formulating policy
planning for the relevant department and administration, drafting relevant laws and
regulations, formulating relevant department regulations and supervising the relevant
implementation. It is also responsible for registration and management of drugs and
medical devices, establishing the system for relevant registration and management and
performing stringent review and approval of drugs applied for marketing; management of
quality of drugs and medical devices, formulating and supervising the implementation of
regulations on quality management, formulating the regulations on quality management of
production and supervising the relevant implementation within its authority, risk
management of drugs and medical devices that have been launched in the market,
organizing monitor, test, evaluation and handling of cases in relation to adverse reaction
or events arising from drugs and medical devices, guiding the supervising and inspecting
work on drugs and medical devices, exchanges and cooperation with other parties, guiding
work of authorities responsible for supervision and management of drugs in provinces,
autonomous regions and municipalities directly under the central government.
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National Healthcare Security Administration

The National Healthcare Security Administration (the “NHSA”), is responsible for
drafting and implementing policies, plans and standards on medical insurance, maternity
insurance and medical assistance; administrating relevant healthcare fund; optimizing the
national administration and settlement platform for medical treatment received in different
places; establishing and adjusting the price and charging standard of drugs and medical
services; drafting and supervising the implementation of the policy on bidding and
purchasing of drugs and medical disposables; regulating and administrating medical
services and medical expenditure covered by medical insurance.

Ministry of Commerce of the People’s Republic of China

The Ministry of Commerce of the People’s Republic of China (the “MOFCOM?”) is the
department in charge of the domestic and the international trade and international
economic cooperation of the PRC, drafting strategies and policies on development of
regulations and formulating relevant departmental regulations on domestic and the
international trade and international economic cooperation, drafting laws and regulations
and formulating relevant departmental regulations on domestic and international trade,
foreign investment, overseas investment and economic cooperation with other countries,
guiding the foreign investment in the PRC, formulating policies and plans of reform for
foreign investment and organizing the relevant implementation, approving the
establishment and changes of foreign investment enterprises in accordance with the laws.
The MOFCOM is also responsible for handling filing and registration of foreign trade
dealers engaging in import and export of goods or technologies. The Company is also
subject to the MOFCOM’s supervision and management for matters of overseas investment
such as overseas acquisitions or investment and establishment of enterprises.

National Development and Reform Commission of the People’s Republic of China

The National Development and Reform Commission of the People’s Republic of China
(the “NDRC”) is an authority that formulates and implements economic and social
development policies, carries out overall balances and guides the overall economic system
reform from an all-rounded macro perspective. It is responsible for promoting the
economic and social development, formulating and implementing the national strategic
emerging industries development plan, coordinating high-stake investment projects. The
Company is also subject to NDRC’s supervision and management on overseas investment
regarding to establishment of enterprises or acquisition of assets and shares outside China.

-179 -



REGULATORY ENVIRONMENT

Principal Laws and Regulations Related to our Businesses in the PRC
Regulations Relating to Medical Devices
Classification of Medical Devices

Pursuant to the Regulations on Supervision and Administration of Medical Devices ( (&
J7 #a b BB B 25 H]) ), which was promulgated by the State Council on January 4, 2000,
became effective on April 1, 2000, and was latest amended on February 9, 2021 with effect
from June 1, 2021, the NMPA shall be responsible for the supervision of medical devices
of the PRC. The drug administration departments of the local people’s governments at the
county level and above are responsible for the supervision of medical devices within their
own administrative jurisdictions. The relevant departments of the local people’s
governments at the county level and above are responsible for the supervision of medical
devices within their respective scope of duties.

In the PRC, medical devices are classified into three categories based on the degree of risk.
The classification of specific medical devices is stipulated in the Classification Catalog of
Medical Device ( IE¥7#t53JEH %) ), which was issued by the NMPA on August 31,
2017, became executive on August 1, 2018 and dynamically amended from time to time.

Class I medical devices shall refer to those devices with low risk, and the safety and
effectiveness of which can be ensured through routine administration. Class II medical
devices shall refer to those devices with moderate risk, which are strictly controlled and
administered to ensure their safety and effectiveness. Class III medical devices shall refer
to those devices with high risk, which are strictly controlled and administered through
special measures to ensure their safety and effectiveness.

Registration and Filings of Medical Device Products

The Administrative Measures on the Registration and Record-filing of Medical Devices
( {EIFHRMEMN S8 REHIME) ) (the “Medical Devices Registration and Record-
filing Measures”), as promulgated by the SAMR on August 26, 2021 and took into effect
on October 1, 2021, provide that Class I medical devices are subject to record-filing, while
Class II and Class III medical devices are subject to registration. Class I medical devices
need to be filed with the local branches at the prefectural city level of the NMPA before
they can be commercialized. Class II and Class III medical devices are examined by the
provincial branches of the NMPA and the NMPA, respectively, and must apply for
registration certificates from competent authorities for commercialization. Registration
certificates for Class II and Class III medical devices have five-year terms and must be
renewed by filing renewal applications with the NMPA or its provincial branches at least
six months prior to the expiration of the certificate. In determining whether to grant
renewal, the NMPA or its provincial branches focus on, among other things, whether the
medical device conforms to the latest regulatory requirements. Registrants or record-filing
parties of medical devices shall strengthen the quality management of the whole life cycle
of medical devices and shall be responsible according to laws for the safety, effectiveness
and quality controllability of medical devices in the whole process of development,
production, business operation and use.
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Clinical Evaluation and Clinical Trials of Medical Devices

According to the Medical Devices Registration and Record-filing Measures, when
applying for registration or record-filing, the applicant shall carry out inspection in
accordance with the technical requirements of the products and submit an inspection
report. Only the one who has passed the inspection can carry out clinical trials or apply for
registration or record-filing. Clinical evaluation shall be conducted for the registration or
record-filing of medical devices. Clinical evaluation of medical devices refers to activities
in which clinical data are analyzed and evaluated by adopting scientific and reasonable
methods in order to confirm the safety and effectiveness of medical devices within the
scope of application. Clinical evaluation materials shall be submitted for application for
registration of medical devices. However, medical devices may be exempted from clinical
evaluation under any of the following circumstances:

. the medical devices have clear and definite working mechanisms, finalized designs
and mature manufacturing techniques, the marketed medical devices of the same
category have been put into clinical application for years with no record of severe
adverse event, and their general purposes remain unchanged;

. the safety and effectiveness of such medical devices can be proved through
non-clinical evaluation.

Where clinical evaluation is exempted, clinical evaluation materials may not be submitted.
The catalog of medical devices that are exempted from clinical evaluation shall be
formulated, adjusted and published by the NMPA. According to the Catalog of Medical
Devices Exempted from Clinical Evaluation ( (TR N EIT7 88 E %) )
promulgated by the NMPA on September 16, 2021 and took effect on October 1, 2021,
thousands of categories of medical devices are exempted from clinical evaluation.

Clinical evaluation of medical devices may be carried out through clinical trials or analysis
and evaluation of clinical literature materials and clinical data of medical devices of the
same kind to prove the safety and effectiveness of medical devices taking into account
product characteristics, clinical risks, existing clinical data and other circumstances. In
accordance with the provisions of the NMPA, clinical trials shall be carried out for medical
devices for which the existing clinical literature materials and clinical data are insufficient
to confirm their safety and effectiveness in the clinical evaluation of medical devices.

Clinical trials shall be conducted in accordance with the Norms on the Quality
Management for the Clinical Trials of Medical Devices ( {157 g5 B PR 1055 5t &2 45 20
¥¢) ) (the “Clinical Trial Norm”), which was jointly issued by the NMPA and the NHC
on March 1, 2016, and amended on March 24, 2022, with effective from May 1, 2022. The
Clinical Trial Norm includes full procedures of clinical trial of medical devices, including,
among others, the protocol design, conduct, monitoring, verification, inspection, data
collection, recording, analysis and conclusion and reporting procedure of a clinical trial.
Prior to commencement of a clinical trial, the applicant must complete the pre-clinical
research of the medical device, including product design and quality test, animal testing
and risk analysis, the results of which should support the clinical trial. The clinical trial
must be conducted in two or more clinical trial organizations that are qualified to do such
trials. Prior to commencement of a clinical trial, approval by the ethics committees of the
relevant clinical trial organization should be obtained and the applicant, the clinical trial
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organization and the researchers must enter into agreements in writing in respect of trial
design, trial quality control, allocation of responsibilities during the trial, trial-related fees
borne by the applicant and the principles of responses to emergencies that may occur
during the trial.

On January 4, 2018, the NMPA issued the Guidelines for Clinical Trial Design of Medical
Devices ( CEZE¥7 MG AR IAE % 1148 S 7)Y ), with effect from the same date. The
guidelines provide guidance for the design of a clinical trial in terms of setting the purpose
of the trial, basic type of trial design, subjects, evaluation indicators, etc. Controlled
clinical trials using marketed devices that are recognized for efficacy/safety or standard
treatments can be conducted with a superiority test, an equivalence test, or a non-
inferiority test, depending on the purpose of the trial.

Special Procedures for Examination and Approval of Innovative Medical Devices

On October 8, 2017, the Central Committee of the Communist Party of China (9 [E 3=
TR ZE H142) and the General Office of the State Council (E45FE7pA)T) issued the
Opinions on Deepening the Reform of the Evaluation and Approval Systems and
Encouraging Innovation on Drugs and Medical Devices ( % T R H PF a7 4L il B o 4 5%
Jih 25 7 2R AT H B = L) (the “Opinions™), which aims to encourage the innovation
for medical devices. Pursuant to the Opinions, the priority review and approval will be
applicable to innovative medical devices supported by the National Science and
Technology Major Projects (| Z B K% i) and the National Key R&D Program ([
K E LR I SZRFSH), and the clinical trials of which having been conducted by the
National Clinical Research Center (FEZKIfGIKE W5 H.0>) and approved by the
management department of the National Clinical Research Center.

Pursuant to the Special Procedures for Examination and Approval of Innovative Medical
Devices ( (RIHTEETT g5 7 F7 &F2F) ) promulgated by the NMPA on November 2,
2018, which came into effect on December 1, 2018, special procedures shall be applicable
to the examination and approval for medical devices in the following circumstances: (1)
the applicant legally owns the invention patent of the core technology of the product
through its technological innovation activities in the PRC, or legally obtained the invention
patent or the right of use thereof through transfer in the PRC, and the interval between the
date of application for the special examination and approval of innovative medical devices
to the date of authorized publication should not exceed five years; or the patent
administration department of the State Council has disclosed the application for the
invention patent of the core technology and the Patent Search and Consultation Center of
the National Intellectual Property Administration of the PRC ([EZFIH = AUm & FIA 2 i
1 91.0>) has issued the patent search report setting out the novelty and innovation of the
core technology solution of the product; (2) the applicant has developed the prototype
product and completed the preliminary research under a true and controllable process that
generated complete and traceable data; (3) the product has major working mechanism or
mechanism of action which is the first of its kind in the PRC, has fundamental
improvement in product performance or safety compared with similar products, is of an
internationally leading standard in terms of techniques and has significant clinical value.
The Center for Medical Device Evaluation of the NMPA ([E 5 2y /il &5 P15 B2 ¥ 7 8 hld
AHPEHLL) should give priority to the innovative medical devices in their technical
review upon receiving the registration application, after which the NMPA will give priority
to the product in their administrative approval.
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Production of Medical Devices

The NMPA issued the Measures for the Supervision and Administration of Medical Device
Production ( {[E¥7#thA = & EHIME) | the “Measures”) on July 20, 2004 and
further amended on July 30, 2014 and November 17, 2017. In order to engage in medical
device production, the applicant shall have production premise, environmental conditions,
production equipment and professional technicians commensurate with the medical
devices produced by it, and it shall have qualified inspectors and the inspection equipment,
management rules and after-sales service capability. Furthermore, in order to further
strengthen the supervision and management of medical devices production, standardize
medical device production activities and ensure the safety and effectiveness of medical
devices, the Measures was amended by the SAMR on March 10, 2022, and effective on
May 1, 2022. The 2022 version of the Measures stipulates that the provincial drug
regulatory authority is responsible for the supervision and administration of the production
of Class II and Class III medical devices, and the drug regulatory department at the city
level divided into districts supervises and administrates the production of Class I medical
devices under the guidance of the provincial drug regulatory authority.

To establish an enterprise producing Class I medical devices, the applicant shall undergo
the formalities for the recordation of Class I medical devices at the local drug
administration at the level of a districted city, while the applicant shall file an application
for production licensing with the local drug administration of the province, autonomous
region, or municipality directly under the central government of the PRC for the
production of Class II or Class III medical devices. A Medical Device Production License
(=7 #8271 7] UE) shall be valid for five years and may be renewed pursuant to the
relevant regulations.

The Good Manufacturing Practice Rules for Medical Devices ( (&7 g iAot &2 8 FLA
&) ), as promulgated by the NMPA on December 29, 2014 and effective on March 1,
2015, provide basic principles for quality control systems for medical devices
manufacturing, and these rules are applicable to the entire process of design and
development, production, sales and post-sale services of medical devices.

Pursuant to the Notice of Four Guidelines including On-site Inspection Guidelines for the
Standards on Production and Quality Management of Medical Devices ( {(O& T El kK <[E)¥
AP 7 T PV IR A A S R NS SE AN S SR U B8 FT) ) promulgated by the
NMPA with effect from September 25, 2015, during the course of on-site verification of
the registration of medical devices and on-site inspection of production permit, including
change production permit, the inspection team will, in accordance with the guidelines,
issue recommended conclusions for on-site inspections, which shall be divided into
“Passed,”“Failed” and “Reassessment after rectification.” During the supervision and
inspection, if it is found that the requirements of the key items or ordinary items that may
have direct impact on product quality are not satisfied, the enterprise shall suspend
production and go through rectification. If it is found that the requirements of the ordinary
items are not satisfied, and it does not directly affect product quality, the enterprise shall
rectify in a prescribed time. The regulatory authorities will examine and verify the
recommended conclusions and on-site inspection materials submitted by the inspection
group, and issue the final inspection results.
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Operation of Medical Devices

According to the Regulations on Supervision and Administration of Medical Devices and
the Measures for Supervision and Administration of the Operation of Medical Devices
( CEEyy #tls s B /M%) ) promulgated by the NMPA on July 30, 2014, which
became effective on October 1, 2014, and was amended and implemented on November 17,
2017, and further amended by the SAMR on March 10, 2022, and effective on May 1,
2022, an enterprise engaging in the operations of Class I medical devices is not required
to obtain approval or file a record. An enterprise engaging in the operations of Class II
medical devices is required to file a record with the drug administration departments of the
city with districts where it is located. An enterprise engaging in the operations of Class III
medical devices shall obtain operation permit from the drug administration departments of
the city with districts where it is located.

No operation permit or record filing is required for the registrant, record holder or
manufacturer of medical devices to sell its medical devices at its domicile or production
sites, while it is required for it to store and sell medical devices in other places.

Pursuant to the Measures for the Administration and Supervision of Online Sales of
Medical Devices ( 77 &abi® 25406 B & 2 Jp%) ) promulgated by the CFDA on
December 20, 2017, with effective from March 1, 2018, an enterprise engaged in online
sales of medical devices shall carry out online sales of medical devices via its own website
or a third-party platform providing online trading service for medical devices. An
enterprise carrying out online sales of medical devices via its own website shall obtain the
Qualification Certificate for Medicine Information Services on the Internet (LI 215
SRS G UET) in accordance with the laws and have office space adaptive to its scales
and data backup, failure recovery and other technical conditions.

According to the Rules for the Unique Device Identification System for Medical Devices
( CEST 2RO —FRIL R GMNT) ) promulgated by the NMPA on August 23, 2019, and
became effective on October 1, 2019, registrants/record-filing applicants shall be
responsible for creating and maintaining the unique device identification (the “UDI”) for
medical devices, attaching the UDI data carrier for medical devices on their products or
packaging and uploading relevant data and strengthen the whole process management of
products by virtue of the UDI for medical devices.

Export Registration

Pursuant to the Administrative Provisions on the Export and Sales Certificate of Medical
Device Products ( &7 #550™ it A B IEI S B E ) ) promulgated by the NMPA,
which took effect on September 1, 2015, where the registration certificate and the
production permit certificate for medical device products have been obtained or the filing
for medical device products and the production filing have been completed in the PRC, the
provincial food and drug administration departments at the places where enterprises are
located may issue the Export and Sales Certificate for Medical Device Products (%7 #%
W™ it A B UEBA) to the relevant production enterprise.
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Medical Device Recalls

Pursuant to the Administrative Measures for Medical Device Recalls ( {ZEJ7 #ti A [
#Jp%) ) promulgated on January 25, 2017, which came into effect on May 1, 2017, in
light of the severity of harm, medical device recalls are divided into: (1) Level I recall
where the circumstances leading to the recall may cause or have caused serious health
hazards; (2) Level Il recall where the circumstances leading to the recall may cause or have
caused temporary or reversible health hazards; or (3) Level III recall where the
circumstances leading to the recall are not likely to cause harm.

Medical device manufacturers shall determine the recall class based on the specific
situation and properly design and implement the recall plan based on the recall class and
the sale and use of the medical devices. In terms of Level I recall, the recall notice shall
be published on the NMPA website and major media of the central government. In terms
of Level II and Level III recalls, the recall notice shall be published on the website of the
food and drug administrative authority of the provinces, autonomous regions or
municipalities.

Regulations Relating to Drugs
Research and Development of New Drugs

Pursuant to the Drug Administration Law of the PRC ( {9142 A RILHIE 24 7 1) |
last amended on August 26, 2019 and effective on December 1, 2019), and the
Implementing Regulations of the Drug Administration Law of the PRC ( {4 A RI:AN
[E] 24 5 A B St 254911, 1ast amended on March 2, 2019 and effective on the same day),
the dossier on a new drug research and development, including the manufacturing method,
quality specifications, results of pharmacological and toxicological tests and the related
data, documents and the samples, shall, in accordance with the regulations of NMPA be
truthfully submitted to the said department for approval before clinical trial is conducted.
The NMPA shall, within 60 working days from the date on which the application for such
clinical trial is accepted, decide on whether to approve it and then notify the clinical trial
applicant. In the case of failure to notify the applicant within the prescribed time limit, it
shall be deemed as approved. When a new drug has gone through the clinical trial and
passed the evaluation, a drug registration certificate shall be issued upon approval by
NMPA. The institutions for non-clinical safety evaluation and study and clinical trial
organizations shall respectively implement the Good Laboratory Practice for Non-Clinical
Laboratory Studies (the “GLP”) ( (YRR RTEEIMIL) , effective on
September 1, 2017) and Good Clinical Practice (the “GCP”) ( {Z5¥If PRI 5 i 45 PR
i) , effective on July 1, 2020). If certain actions in the preclinical trial research and
clinical research conducted for a clinical application trial, and/or in the application
procedures for registration of medicines, are in violation of the relevant rules and
regulations, the CFDA(now known as NMPA)is authorized to handle such cases pursuant
to the Measures regarding Noncompliance with Relevant Rules of Research and
Application for Registration of Medicines ( 2y AR B R AL BRI R AT)) )
promulgated on and effective from September 1, 1999. On July 22, 2015, the CFDA issued
Notice No. 117 (CFDA notice in relation to self-review of clinical trials data) ( {EHE&
il 24 ot M B A BRSO T T R 25 e R B B A A% A TAER A4 ) ), which required
the current applicants in respect of the existing 1,622 drug manufacturing or drug import
applications to the CFDA to reassess the clinical trials data in respect of each application.
On April 23, 2020, the NMPA and NHC further revised the Good Clinical Practice of
Pharmaceutical Products ( {Z4¥)If KI5 i =& FEMIE) ) which became effective on
July 1, 2020, in order to further improve the quality of clinical trials and encourage
innovation of pharmaceutical products.
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Drug Registration
Examination and Approval of New Drug Application

On January 22, 2020, the SAMR promulgated the Revised Administrative Measures for
Drug Registration which became effective on July 1, 2020 (the “Drug Registration
Measures (2020)”) ( <255 FEMNEHJ0%(2020) ) ). According to the Drug Registration
Measures (2020), drug registration is regulated according to the classification into Chinese
medicine, chemical medicine and biological products. The NMPA shall establish a system
to expedite drug registration, and support drug innovation guided by clinical value. Where
an application for drug registration satisfies the criteria, the applicant may apply for
breakthrough therapy drug, conditional approval, prioritized/special review and approval.
Drug registration inspection for overseas-manufactured drug shall be implemented by port
pharmaceutical inspection agencies organized by the National Institutes for Food and Drug
Control (the “NIFDC”), and for application for registration of overseas-manufactured
drug, where an applicant applies for drug registration inspection prior to acceptance of the
application for drug registration, it shall request for random sampling pursuant to the
provisions, and deliver the samples, materials required for inspection and standard
substances to the NIFDC.

In March 2016, the CFDA issued the Reform Plan for Registration Category of Chemical
Medicine ( {fb22 24 iFEM 0 K H TAEJ7 %) ) (the “Reform Plan”), which outlined the
reclassifications of drug applications under the Registration Measures. Under the Reform
Plan, Category 1 drugs refer to new drugs that have not been marketed anywhere in the
world. Improved new drugs that are not marketed anywhere in the world fall into Category
2. Generic drugs, that have equivalent quality and efficacy to the originator’s drugs have
been marketed abroad but not yet in China, fall into Category 3. Generic drugs, that have
equivalent quality and efficacy to the originator’s drugs and have been marketed in China,
fall into Category 4. Category 5 drugs are drugs which have already been marketed abroad,
but are not yet approved in China. Category 1 drugs and Category 2 drugs can be registered
through the application procedures for new drugs, Category 3 drugs and Category 4 drugs
can be registered through the application procedures for generic drugs, and Category 5
drugs can be registered through the application procedures for importing drugs.

According to the Special Examination and Approval of Registration of New Drugs (
AEM R AT B E ) ), (the “Special Examination and Approval Provisions”),
which was promulgated and implemented since January 7, 2009 by the CFDA, the NMPA
conducts special examination and approval for new drug registration applications when:
(1) the effective constituent of drug extracted from plants, animals, minerals, etc. as well
as the preparations thereof have never been marketed in China, and the material medicines
and the preparations thereof are newly discovered; (2) the chemical raw material medicines
as well as the preparations thereof and the biological product have not been approved for
marketing home and abroad; (3) the new drugs are for treating AIDS, malignant tumors and
orphan diseases, etc., and have obvious advantages in clinic treatment; or (4) the new drugs
are for treating diseases with no effective methods of treatment.

The Special Examination and Approval Provisions provide that the applicant may file for
special examination and approval at the clinical trial application stage if the drug candidate
falls within items (1) or (2). The provisions provide that for drug candidates that fall within
items (3) or (4), the application for special examination and approval cannot be made until
filing for production.
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Administrative Protection and Monitoring Periods for New Drugs

According to the Registration Measures, the Implementing Regulations of the Drug
Administration Law ( {248 L5045 %]) ) and the Reform Plan, the NMPA may, for
the purpose of protecting public health, provide for an administrative monitoring period of
five years for Category 1 new drugs approved to be manufactured, commencing from the
date of approval, to continually monitor the safety of those new drugs. During the
monitoring period of a new drug, the NMPA will not accept other applications for new
drugs containing the same active ingredient. This renders an actual five-year exclusivity
protection for Category 1 new drugs. The only exception is that the NMPA will continue
to handle any application if, prior to the commencement of the monitoring period, the
NMPA has already approved the applicant’s clinical trial for a similar new drug. If such
application conforms to the relevant provisions, the NMPA may approve such applicant to
manufacture or import the similar new drug during the remainder of the monitoring period.

Registration of Generic Drugs

According to the Registration Measures, the applicants which apply for registration of
generic drugs shall be manufacturer of the same drugs. The applicant’s drugs shall also be
within the manufacturing scope specified in the Pharmaceutical Manufacturing Permit.
Furthermore, clinical trials are required to be conducted in accordance with the
Registration Measures. According to the Circular on Implementation of Record-filing
Management of Bioequivalence Trials of Chemical Drug ( 5%k 2% 24 248 M 4 U PR 1L 56 5
TR ZE MM /A% ) ) promulgated by the CFDA on December 1, 2015, the management
of bioequivalence trials of chemical drug has been changed from examination and approval
to record-filing. With reference to the technical review opinions, the NMPA will either
grant a drug registration number or issue a disapproval notice.

Pursuant to the Opinions on Conducting the Consistency Evaluation for the Quality and
Efficacy of Generic Drugs issued by the General Office of the State Council ( (& 5B 7p
ISITRTIT A il 2 T & A7 30— B PN & L) ) promulgated on February 6, 2016
and the Opinions of Relevant Matters Concerning Implementing the Opinions on
Conducting the Consistency Evaluation for the Quality and Efficacy of Generic Drugs
issued by the CFDA ( (KT K< [E 55 B /322 1 5% T 1 JE A5 il 24 Joi & A0y 8% — EvE RN 1Y
BEISPARFEIN A1) ),promulgated on May 25, 2016, generic drugs approved for
marketing before the implementation of the new registration classification of chemical
drugs, including domestic generic drugs, imported generic drugs and the indigenous
varieties of the original developed drugs, shall carry out consistency evaluation. In
principle, the consistency evaluation should be completed before the end of 2018 for the
oral solid preparations of generic chemicals approved for sale before October 1, 2007
listed in the National Essential Drug List (2012 version) ( {EZIEARLAY H 5 (20124
) ). For any other generic drugs approved for marketing before the implementation of
the new classification of registration of chemical drugs, after a drug produced by a
pharmaceutical enterprise passes the consistency evaluation, other pharmaceutical
enterprises shall complete the consistency evaluation for their identical drugs within three
years in principle; no registration will be granted in case of failure to do so as required
within the prescribed time limit.
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Pursuant to the Circular on Relevant Matters Concerning Consistency Evaluation for
Quality and Curative Effect of Generic Drugs ( <% T3 il £ )it & A7 80— FCE VRN A%
HIUU/A4) ) further promulgated by NMPA on December 28, 2018, the time limit for
evaluation of the varieties included in the National Essential Drug List (2018 version)
( (EZEEAAYE S (20184F/)) ) will no longer be set uniformly. For generic drugs,
including essential drug varieties, approved for listing before the implementation of new
registration and classification of chemical drugs, after the first variety has passed the
consistency evaluation, the same variety of other drug manufacturers should complete the
consistency evaluation within three years in principle. If it is not completed within the time
limit, the enterprise may apply to the local provincial drug regulatory authority for an
extension of the evaluation if it is deemed to be clinically necessary and in short supply
in the market. If the registration is not completed within the prescribed time limit, it shall
not be re-registered.

Regulations on Drug Manufacturing

Pursuant to the Drug Administration Law of the PRC and the Implementing Regulations
of the Drug Administration Law, a drug manufacturing enterprise is required to obtain a
drug manufacturing license (ZiftA4z/"VFAIE) from the relevant provincial drug
administration authority of the PRC. The grant of such license is subject to an inspection
of the manufacturing facilities, and an inspection to determine whether the sanitary
condition, quality assurance systems, management structure and equipment meet the
required standards. Pursuant to the Regulations of Implementation of the Drug
Administration Law of the PRC and the Measures on the Supervision and Administration
of the Manufacture of Drugs ( (ZifhAd =M EEMIME) | effective on August 5,
2004,amended on November 17, 2017, with effective from the same day and amended on
January 22, 2020, with effective from July 1, 2020), the drug manufacturing license is
valid for five years and shall be renewed at least six months prior to its expiration date
upon a re-examination by the relevant authority. In addition, the name, legal
representative, registered address and type of the enterprise specified in the drug
manufacturing certificate shall be identical to that set forth in the business license as
approved and issued by the industrial and commercial administrative department.

The Good Manufacturing Practice for Drugs (2010 revised edition) ( <2y &hA: ™= it & 1
HIE(20104-181T)) , effective on March 1, 2011), comprises a set of detailed standard
guidelines governing the manufacture of drugs, which includes institution and staff
qualifications, production premises and facilities, equipment, hygiene conditions,
production management, quality controls, product operation, raw material management,
maintenance of sales records and manner of handling customer complaints.

On January 22, 2020, the SAMR promulgated the newly revised Administrative Measures
on Supervision of Drug Manufacturing (the “Revised Administrative Measures of Drug
Manufacturing”) ( {Zy&h 4= B &M% (2020)) ), which took effect on July 1, 2020.
The Revised Administrative Measures of Drug Manufacturing further implement the drug
marketing authorization holder system as stipulated in the Drug Administration Law of the
PRC. Drug marketing authorization holder entrusting others to manufacture preparations
shall enter into an outsourcing agreement and a quality agreement with a qualified drug
manufacturing enterprise and submit the relevant agreements together with the actual
manufacturing site application materials to the competent drug administrative authority to
apply for a drug manufacturing license. The Revised Administrative Measures of Drug
Manufacturing no longer require the application for Good Manufacturing Practice (the
“GMP”) certificate for drug manufacturing enterprises, but the competent drug
administrative authorities shall, based on regulatory needs, conduct compliance inspection
of drug manufacturing quality control examination before drug marketing procedure.
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Regulations on Drug Distribution

The Measures for the Supervision and Administration of Drug Distribution ( £ i Ji 18
BHEIRIPE) ), which was promulgated by the CFDA on January 31, 2007 and came into
effect on May 1, 2007, detailed provisions are imposed on aspects such as the purchase,
sale, transportation and storage of medicines.

The establishment of a wholesale pharmaceutical distribution company requires the
approval of the provincial medicine administrative authorities. Upon approval, the
authority will grant a Medicine Operation Certificate (Z4/£5 177 IE) in respect of the
wholesale pharmaceutical product distribution company. The establishment of a retail
pharmacy store requires the approval of the local medicine administrative authorities at or
above the county level. Upon approval, the authority will grant an Operation Certificate in

respect of the retail pharmacy store.

Under the Measures for the Administration of Pharmaceutical Operation Certificate ( {Z4
M EVF R IEE I ) ) promulgated on February 4, 2004 and became effective from
April 1, 2004 and amended on November 17, 2017 by the CFDA, a Medicine Operation
Certificate is valid for five years. Each holder of the Medicine Operation Certificate must
apply for an extension of its permit six months prior to expiration.

Export of Drugs

According to the Approval by NMPA on Certain Issues of Pharmaceutical Products Export
( CEZ G BE R T 255 O A R SR #AE) ), promulgated and effective on
September 20, 1999, an enterprise to obtain the right to operate import and export business
and the qualification shall be approved by relevant foreign trade authority. The export of
pharmaceutical products shall mainly comply with the requirements of the importing
country, so long as there is no special requirement by the importation country, the NMPA
support the export in principle based on the national policy of encouraging exports.
However, under the Pharmaceutical Administration Law, the export licenses issued by the
relevant NMPA are required for the export of narcotics and psychotropic substances falling
within the restricted scope prescribed by the State.

Drug recall

According to the Measures on Drug Recall ( (ZijhH EIEMIME) ) effective from
December 10, 2007, a drug manufacturer should establish and improve its recall system by
collecting relevant information about drug safety and making an investigation and
evaluation with respect to any drugs with potential safety hazards. If there are any potential
safety hazards that endanger human health and life safety in respect of any drugs sold in
PRC, such manufacturer must start the drug recall procedures. Where a drug is recalled,
the drug operating units and users should assist such manufacturer to satisfy its recall
obligations by communicating the drug recall information and any feedback, controlling
and recovering such drugs according to the recall plan.
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Other Related Regulations on Medical Devices and Drugs
Volume-based Procurement
Purchase of Medical Devices

According to the Notice of Ministry of Health on Further Strengthening the Administration
of Centralized Procurement of Medical Devices ( { DAFRK T H#E— w7 gt +
RIEHIEA) ) issued on June 21, 2007, all not-for-profit medical institutions under
all levels of government and state-owned enterprises from different industries shall
participate in the volume-based procurement of medical devices.

According to the Administrative Norms on Centralized Procurement of High-value
Medical Consumables (for Trial Implementation) ( <%ﬁ@)ﬂﬁﬁfﬁﬁp%ﬂﬁiﬁﬂﬁ(ﬁ
17)) ) issued on December 17, 2012, high-value medical consumables are defined as
medical consumables directly used on human body, with strict requirement on safety and
strong social response, in great demand clinically, and relatively highly-priced. The online
volume-based procurement works of high-value medical consumables (the “Volume-based
Procurement”, 77 & KJ) will be led by government and conducted by each province
(region and municipality). Medical institutions and medical consumables production and
operation enterprises shall make procurement through the Volume-based Procurement
platform established by each province (region and municipality). The administrative
authorities in charge of the Volume-based Procurement in each province (region and
municipality) shall be responsible for formulating and preparing a Volume-based
Procurement list of high-value medical devices within its administrative region. High-
value medical consumables listed on the Volume-based Procurement list may be procured
by way of public tenders, invitational tenders or by other means stipulated by PRC laws
and regulations. After the procurement prices are determined, public medical institutions
within relevant regions shall make procurement strictly at bidding prices.

On July 19, 2019, the General Office of the State Council issued the Notice on Printing and
Distributing the Reform Plan for the Management of High-value Medical Consumables
( CRTEIR<IGHL A FAEM MO 77 >0 %1) ), according to which, high-value
medical consumables refer to the medical consumables that are directly used for human
bodies, and are strictly required for safety, and are in great clinical demand and priced
relatively high, and can impose heavy burdens on patients for affording them. The medical
insurance payment standards on high-value medical consumables will be formulated and
the dynamic adjustment mechanism will be established. The medical insurance funds and
patients will share the cost of high-value medical consumables according to the medical
insurance payment standards, and medical institutions shall further reduce procurement
prices accordingly.

Purchase of Drugs

According to the Notice on the Trial Implementation of the Centralized Tender with
Respect to Drug Purchases by Medical Institutions ( (3¢ T ELR RS 7 AL 245 5 45 AR R
Wl AR T M€ W38 A1) ) promulgated and became effective on July 7, 2000, and the
Opinions concerning Further Regulating Purchase of Medicines by Medical Institutions
through Centralized Tendering ( <% T HE— 20 MLIE BT HLAL 24 5 46 R B TAERS L) )
promulgated and took into effect on January 17, 2009, any non-profit-making medical
institutions established and/or controlled by any government at a county level or above
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must implement the centralized tender system in respect of purchase of any drugs which
are contained in the National Reimbursement Drug List (the “NRDL”, [E A &7 R[S
Zihh H>%) and are generally used for clinical purposes and purchased in relatively large
amount. Now the NRDL is formulated and adjusted in accordance with the Interim
Measures for the Administration of Use of Drugs Covered by the Basic Medical Insurance
( CGEAREYT PR A 258 B2 177015) ) promulgated by the NHSA on July 30, 2020, with
effective from September 1, 2020.

According to the Guidance Opinion of the General Office of the State Council on the
Improvement of the Drug Centralized Procurement Work of Public Hospitals ( & 55 B¢/}
WITRTREAEGEL MET R TAERNTE S EML) ) promulgated and came into
effect on February 9, 2015, the volume-based procurement work of public hospitals will
be improved through the classification purchase of drugs. All drugs used by public
hospitals (with the exception of traditional Chinese medicine decoction pieces) should be
procured through a provincial volume-based procurement platform.

According to the Circular of the General Office of the State Council on Issuing the Pilot
Program for Conducting Centralized Drug Procurement and Use by the State ( {[E 55 F¢ 7}
ONJTORT B R R AR 2R 24 it B b R W AR I 7 2 B8 A ) promulgated on January
1, 2019, and the Implementing Opinions on Expanding the Pilot Program for Conducting
Centralized Procurement and Use of Drugs by the State to Wider Areas ( (& T EZKHLH
2y i B R M AN I R XY Y S5 2 W) ) promulgated on  September 25,
2019, volume-based procurement modes shall be adopted correspondingly in light of the
quantity of selected manufacturers of each drug: (i) if there are three or more
manufacturers selected, the mode of procurement through tender bidding shall be adopted;
(i1) if there are two manufacturers selected, the mode of procurement through bargaining
shall be adopted, and; (iii) if there is only one manufacturer selected, the mode of
procurement through negotiation shall be adopted.

Two-invoice System

In order to further optimize the order of purchasing and selling pharmaceutical products
and reduce circulation steps, as required at the executive meeting of the State Council
dated April 6, 2016 and under the 2016 List of Major Tasks in Furtherance of the
Healthcare and Pharmaceutical Reforms ( CIRMLEEST PARG M F20164 8 2 TR
%) ) issued by the General Office of the State Council on April 21, 2016, the
“two-invoice system” (W 5iil) will be fully implemented in the PRC. According to the
Circular on Issuing the Implementing Opinions on Carrying out the Two-invoice System
for Drug Procurement among Public Medical Institutions (for Trial Implementation) <E[!
R <R AL LRI T AU 24 i SR mh AT W S 461 B St I (A T)> RSB R ) (the
“Circular”), which was effective from December 26, 2016, the two-invoice system means
one invoice between the pharmaceutical manufacturer and the pharmaceutical distributor,
and one invoice between the pharmaceutical distributor and the hospital, and thereby only
allows a single level of distributor for the sale of pharmaceutical products from the
pharmaceutical manufacturer to the hospital. According to the Circular, the two-invoice
system will be promoted in pilot provinces (autonomous regions and municipalities
directly under the Central Government) involved in the comprehensive medical reform
program and pilot cities for public hospital reform on a priority basis, while other regions
are encouraged to implement such system, so that such system can be promoted in full
swing nationwide in 2018.
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On July 19, 2019, the General Office of the State Council issued the Notice on Printing and
Distributing the Reform Plan for the Management of High-value Medical Consumables
( CRFENVR<IGIEEEE FHAEM BCE T >0 A1) ),  according to  which, local
governments are encouraged to adopt the two-invoice system combined with actual
situation in order to reduce the circulation of high-value medical consumables and promote
the transparency of purchase and sales.

As of the date of Prospectus, some provinces and municipal cities in China, had
promulgated local rules to require public medical institutions in their respective
administrative regions to implement the two-invoice system in the procurement process of
medical consumables, such as the Two-invoice System Implementation Opinions on the
Procurement of Medical Consumables in Public Medical Institutions in Anhui Province
(Trial) ( CEBEASLIETT ML FFEA R < S5 S22 L (3847)) ) promulgated on
November 20, 2017, the Notice from the Office of Fujian Province Medical
Security Management Committee on the Province-wide Sharing of the Results of
Medical Equipment (Medical Consumables) Open Procurement Implementation ( {f&E#E&
oy PRI B 2R DL 2PN R TIT R BT a2 IAERD DRI 45 1 g L= TR iE
1) ) promulgated on July 23, 2018, and the Notice on Further Promoting the “Two
Invoice System” for Medicines and Medical Consumables ( <= T3t —25HEiE 24 4 A [
FEM ST BY3EHT) ) in Shaanxi promulgated on July 23, 2018. According to such local
rules, if the manufacturers or distributors of medical consumables fail to implement the
two-invoice system, they may lose the qualification to participate in the procurement or
distribution of medical consumables, and they may also be included in the bad credit
record for medical consumables procurement.

Utilization of Human Genetic Resources

On May 28, 2019, the State Council promulgated the Administrative Regulations on
Human Genetic Resources of the PRC ( {4 N RALFNE NI AL G IRE A1) )
which came into effect on July 1, 2019. In accordance with the provisions therein, the State
shall support the rational utilization of human genetic resources to carry out scientific
research, develop the bio-medical industry, improve diagnosis and treatment technologies,
enhance the bio-safety guarantee capability of the country, and enhance the level of
people’s health guarantee. The international cooperation in scientific research carried out
by utilization of China’s human genetic resources shall meet several conditions stipulated
in the provisions, and the two cooperative parties shall jointly submit an application, which
shall be approved by the administrative department of science and technology under the
State Council. Where clinical institutions, in order to obtain the marketing licenses of
relevant drugs and medical devices in China, makes use of China’s human genetic
resources to carry out international cooperation in clinical trials by utilization of China’s
human genetic resources by the clinical institutions, not involving the export of human
genetic resource materials, approval is not needed. However, the two parties shall, before
conducting clinical trials, submit the types, quantities and uses of the human genetic
resources to be used to the administrative department of science and technology under the
State Council for filing.
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Management of Scientific Data

On March 17, 2018, the General Office of the State Council promulgated the Circular on
Issuing the Measures for the Management of Scientific Data ( {ES5FE/AT R FEI A<
BRAREE M IpESTYIE D) ), which came into effect on the same day. All entities and
individuals shall abide by the relevant national laws and regulations as well as
departmental rules in relation to collecting, producing, using and managing scientific data,
and may not use scientific data to engage in any activity that endangers the national
security, social public interests and others’ legitimate rights and interests. Moreover, legal
entities shall establish a storage system for scientific data, and be equipped with necessary
facilities for data storage, management, service and security, to guarantee the completeness
and security of scientific data. And legal entities shall conduct hierarchical classification
for scientific data, specify the security classification and security deadline, opening
conditions, opening objects and review procedures relating to scientific data, announce the
opening catalog of scientific data as required, and make such data accessible and shared
to the public by means of online download, offline sharing or customized services.

Censorship of Advertisements

Pursuant to the Interim Administrative Measures for Censorship of Advertisements
for Drugs, Medical Devices, Dietary Supplements and Foods for Special Medical
Purpose ( {Zyfl ~ EI7 M PRAEE N - FRRE 2 REE O &5 S &gy 1T
%) ) promulgated by the SAMR on December 24, 2019, which came into effect on March
1, 2020, an enterprise qualified for engaging in the production or operation of medical
devices or drugs shall apply for the publication of any medical device or drug
advertisement with the market regulation, drug administration departments of the local
people’s governments of the provinces, autonomous regions or municipalities, and obtain
an approval of such advertisement of medical device or drug. The validity term of such
advertisement approval shall be consistent with that of the registration certificate or
record-filing certificate or the production permit of the product, whichever is the shortest.
Where no validity term is set forth in the registration certificate, record-filing certificate
or the production permit of the product, the advertisement approval shall be valid for two
years. The content of the medical device advertisements shall be based on the registration
certificate or the recordation proof. A medical device advertisement involving the name,
scope of application, mechanism of action, or structure and composition of the medical
device must not exceed the scope of the registration certificate or the recordation proof.
The contents of a drug advertisement shall be subject to the instructions approved by the
medical products administration under the State Council. If a drug advertisement involves
the name, indications, main functions, pharmacological action, or other content of the drug
concerned, it shall not go beyond the scope of the instructions.
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Regulations Relating to Medical Care Solutions
Medical Services

According to the Administrative Regulations on Medical Institutions ( (I HLAE 4
%) ) promulgated by the State Council on February 26, 1994, and amended on February
6, 2016, medical institutions must be registered for practice, and obtain the License for
Practicing of Medical Institutions (57 HUMHLIFATIE). The License for Practicing of
Medical Institutions shall not be forged, altered, sold, transferred or lent. Medical
institutions shall not employ persons other than health technical personnel to engage in
medical and health technical work.

Pursuant to the Opinions of the General Office of the State Council on Promoting the
Development of “Internet Healthcare” ( <[ 55 Bt /0 A 17 5% TR 1+ B )+ 2 7 fgk B ¢
M &) ) promulgated on April 25, 2018, medical institutions shall be allowed to develop
Internet hospitals. Medical institutions may use “Internet hospital” as their second name
and on the basis of their physical hospitals, apply Internet technology to provide safe and
appropriate medical services. Medical institutions shall be allowed to undertake the online
re-diagnosis of some common and chronic diseases. Doctors should be allowed to write
online prescriptions for some common and chronic diseases after they have examined
patients’ medical records.

On July 17, 2018, the NHC and the National Administration of Traditional Chinese
Medicine jointly issued the Notice on Printing and Distributing the Administrative
Measures for Internet Diagnosis and Treatment (Trial) ( {OCTER BIKEM 297 & Ipik
AT EE3N RSN ), including the Measures for the Management of Internet
Diagnosis and Treatment (Trial) ( CEIXM 1297 & BEJp%E(A1T)) ), the Measures for the
Management of Internet Hospitals (Trial) ( (EECMIEBEEIMEGLTT)) ) and the
Standards for the Management of Telemedicine Services (Trial) ( G Iy IR 55 FRE
(i47)) ),which have been issued to further standardize Internet diagnosis and treatment.

Pursuant to the Circular of the State Health and Family Planning Commission on Printing
and Distributing the Basic Standards and Management Norms of Medical Laboratory
(trial) (KRR DA ZR ST ENR B oA 50 S 00 2 A s vHEAN S DALY (U ) B9 A )
promulgated on July 20, 2016, the medical laboratory is a medical institution set up
separately. It is an independent legal entity and bears corresponding legal responsibilities
independently. It is set up and approved by the health and family planning administrative
departments at the municipal level divided into districts and above.

Management of Health Data

On June 10, 2021, the Standing Committee of the National People’s Congress (the
“SCNPC”) promulgated the PRC Data Security Law ( {*4& N RILFIEZ 24215 ),
which took effect on September 1, 2021. Those conducting data handling activities shall,
in accordance with laws and regulations, establish and perfect a data security management
system across the entire workflow, organize and conduct data security education and
training, and adopt the corresponding technical measures and other necessary measures to
ensure data security. Any organization or individual collecting data shall adopt lawful and
proper methods and shall not steal data or obtain them by other illegal means.
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Pursuant to the PRC Personal Information Protection Law ( /4 AN RILFIEAN AfG B4R
11E) ) issued by the SCNPC on August 20, 2021, and took effective on November 1,
2021, collection of personal information shall be limited to the minimum scope necessary
for achieving the purpose of processing and shall not be excessive. Personal information
processors shall not disclose any personal information processed by them, except with
specific consent obtained from the individual.

Laws and Regulations in Relation to Foreign-Invested Enterprises

On December 29, 1993, the SCNPC issued the PRC Company Law ( {H4& A\ RILHE A
Fli£) ) (the “Company Law”), which was last amended on October 26, 2018. The
Company Law regulates the establishment, operation and management of corporate
entities in China and classifies companies into limited liability companies and limited
companies by shares. A foreign-invested company is also subject to the PRC Company
Law unless otherwise provided by the foreign investment laws.

Foreign Investment Law of the People’s Republic of China ( {¥4& A\ RILFNE SP R 7
%) ) was promulgated by the National People’s Congress (the “NPC”) on March 15,2019
and became effective on January 1, 2020. On December 26, 2019, the State Council issued
the Regulations on Implementing the Foreign Investment Law of the PRC ( {H4¢ AR 4L
] A1 7 48 TR S it 2%k 451 ) ), which came into effect on January 1, 2020. On December
30, 2019, the MOFCOM issued the Measures for the Reporting of Foreign Investment
Information ( (AP THE B4k 705) ), which came into effect on January 1, 2020.
Since January 1, 2020, for foreign investors carrying out investment activities directly or
indirectly in China, the foreign investors or foreign-invested enterprises shall submit
investment information to the commerce authorities pursuant to these measures.

Investment activities in the PRC by foreign investors and foreign-invested enterprises shall
comply with the Special Administrative Measures (Negative List) for Foreign Investment
Access (2021 version) ( {HRRIFCTEHEN SRS PRFE Al (LT B (20214FEM0)) ) (the
“Negative List 2021”) which was promulgated by the NDRC and the MOFCOM on
December 27, 2021 and became effective on January 1, 2022, and the Catalog of Industries
for Encouraging Foreign Investment (2020 Version) ( {EZJil#M i %=k H 5%£(20204F
[2)) ) (the “Encouraging Catalog 2020”) which was promulgated by the NDRC and the
MOFCOM on December 27, 2020 and became effective on January 27, 2021. Pursuant to
the Encouraging Catalog 2020 and the Negative List 2021, foreign-invested projects are
categorized as encouraged, restricted and prohibited. Foreign-invested projects that are not
listed in the Negative List 2021 are permitted foreign invested projects.

Regulations on Overseas Investment

The Measures for Overseas Investment Management ( GHAMERERINE) ) was
promulgated by the MOFCOM on September 6, 2014 and came into effect on October 6,
2014. As defined by the Measures for Overseas Investment Management, overseas
investment means that the enterprises legally incorporated in the PRC own the non-
financial enterprises or obtain the ownership, control and operation management rights of
the existing non-financial enterprises in foreign countries through incorporation, merger
and acquisition and other means. If the overseas investments involve sensitive countries
and regions or sensitive industries, they shall be subject to the approval of competent
authorities. For other overseas investments, they shall be subject to filing administration.
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Local enterprises shall file with the provincial commercial administration authorities
where they are located. The qualified enterprises will be put into record and granted with
Overseas Investment Certificate for Enterprise by the relevant provincial commercial
administration authorities.

The Administrative Measures for Outbound Investment by Enterprises ( {{BM5E /M9
MJp%) ) was promulgated by the NDRC on December 26, 2017 and came into effect on
March 1, 2018. As defined therein, overseas investment means any investment activities in
which a domestic enterprise of the PRC obtains ownership, control, operation and
management rights and other relevant interests directly or through its controlled overseas
enterprise by way of contributing asset and/or interest or providing financing and/or
guarantee. To conduct overseas investment, certain procedures shall be compiled with,
including approval and record-filing of overseas investment project, reporting relevant
information and cooperating with the supervision and inspection. The NDRC promulgated
the Catalog of Sensitive Sectors for Outbound Investment (2018 Edition) ( (FE&M% %
AT H 5(20184FhK)) ), which was promulgated by the NDRC on January 31, 2018 and
came into effect on March 1, 2018, to list the current sensitive industries in detail.

Regulations Relating to Overseas Issuance of Securities/Listing

The Provisions on the Supervision and Administration of Depository Receipts under the
Stock Connect Scheme between Domestic and Overseas Stock Exchanges ( (5ENAMIEZ:
58 5 T B EEAEAE R 55 I B M ZE ) ) released by CSRC on February 11, 2022, which
became effective on the same date, and Interim Measures on Listing and Trading of the
Depositary Receipt under the Stock Connect Scheme between Shenzhen Stock Exchange
and Overseas Stock Exchanges (IRYINES2E 5 BT 515 4MIE 5538 7 i B BEAEHE FEE -
38 5 ¥ 11702%) stipulated by Shenzhen Stock Exchange and implemented on March 25,
2022. Where a domestic listed company issues depositary receipts overseas with its
newly-increased shares as the underlying securities, or uses its non-newly-increased shares
as the underlying securities to list depositary receipts overseas, it shall comply with the
Securities Law, relevant laws and regulations on overseas issuance and listing of domestic
enterprises and the provisions of the CSRC. Global Depositary Receipts issued under the
stock connect scheme shall be regulated by the CSRC, the PBOC, the SAFE and other
relevant authorities.

Conditions for GDR Offerings and Restrictions on Offer Price

According to the DR Provisions, a domestic listed company may not offer depositary
receipts overseas if:

. the application documents for the offering contain any misrepresentations, misleading
statements or have major omissions;

. the rights and interests of the listed company are severely impaired by its controlling
shareholder or de facto controller, and such impairment has not been relieved;

. the listed company or its subsidiaries have illegally provided any external guarantees,
and such guarantee has not been discharged;
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. incumbent board directors or senior executives of the listed company have received
administrative penalties from the CSRC in the last 36 months or have been
reprimanded publicly by domestic stock exchanges in the last 12 months;

. the listed company or its incumbent board directors and senior executives are under
on-going investigations by judicial authorities for suspected criminal offenses, or
under on-going investigations by the CSRC for suspected violations of laws or
regulations;

. qualified opinion, adverse opinion, or disclaimer of opinion on the listed company’s
financial reports for the last year and the last accounting period are given by the
auditors, unless the major consequences of the issues indicated by aforesaid opinions
have been completely relieved or unless the current offering involves material asset
restructuring; or

. other circumstances that impose severe damages to the legitimate rights and interests
of the investors or public interests.

For depositary receipts offered overseas by a domestic listed company representing
newly-issued shares, the offer price following pro-rata conversion shall, in principle, not
be lower than 90% of the average closing price of the underlying shares over the 20 trading
days preceding the pricing benchmark date (being the first day of the offering period of the
depositary receipts).

Upper Limit of Equity Holding

Pursuant to the DR Provisions, the proportion of equity interests held by any single foreign
investor in a single domestic listed company shall not exceed 10% of the total number of
shares of the company, and the aggregate interests held by all foreign investors in the A
shares of a single domestic listed company shall not exceed 30% of the total number of
shares of the company, except for foreign investors’ strategic investments in the domestic
listed company in accordance with applicable laws, which are not subject to these
restrictions.

Redemption Limitation

Pursuant to the DR Provisions, the depositary receipts offered overseas by a domestic
listed company may be redeemed for, or generated from, domestic underlying A shares.
The depositary receipts may not be redeemed for domestic underlying shares within the
120 days following the date of listing of the depositary receipts. The depositary receipts
subscribed by the controlling shareholders, the de facto controller of the domestic listed
company and the enterprises controlled by them may not be transferred within the 36
months following the date of listing of the depositary receipts.

Cross-Border Fund Regulations

Pursuant to the Measures for the Administration of Cross-Border Funds of Depositary
Receipts  (For  Trial  Implementation) ( {(fFIEREIEEIRHEEMIMEANT)) ),
promulgated by the PBOC and the SAFE and effective from May 25 2019, the PBOC and
its branches, the SAFE and its branches and administrative offices shall supervise,
administer and inspect the accounts, fund receipts/payments and conversion involved in
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the issuance and transactions of depository receipts according to the law. A domestic
enterprise offering depositary receipts overseas representing newly-issued securities shall
complete the registration procedures, open and use the relevant accounts, and pay, receive
and transfer relevant funds in accordance with the Notice on Further Improving Policies
on Cross-Border Renminbi Business to Promote Trade and Investment Facilitation (
B ARA TR Ttk — 20 58 & N RSl 5 BORAE 2 5 5 B s AL 938 H) ) and  the
Notice on Issues concerning Foreign Exchange Control Pertaining to Overseas Listing

( CEZANIE RO THEAN LT NI BEAT 5% () U TE ) ).
Environmental Regulations

Pursuant to the Law of Environmental Impact Assessment of the PRC ( /14 A R AN
MEE R PN L) |, effective on September 1, 2003 and amended on July 2, 2016, and
December 29, 2018 respectively), Regulations on Environmental Protection Management
for Construction Projects ( (RS T H IR B 5]) | effective on November 29,
1998 and amended on July 16, 2017), where effects may be exerted on the environment
after the completion of construction projects, the construction enterprise shall submit an
environmental impact report (form) or environmental impact registration form to the
relevant environmental protection department. The project that is required to prepare the
environmental impact report (form) in accordance with the law shall obtain the approval
from the relevant environmental protection department for its environmental impact
assessment documents; otherwise it shall not start the construction. After the construction
project is completed, the construction enterprise shall apply for environmental protection
acceptance of the construction project and make acceptance report pursuant to the standard
and formality set by the environmental protection authority.

Safety Management Supervision

Pursuant to the Law on Work Safety of the PRC ( {4 NRILFEZ 2L/ |
effective on November 1, 2002 and last amended on June 10, 2021 and became effective
on September 1, 2021), enterprises engaged in production activities must strengthen safety
production management, establish and improve the responsibility system for safe
production and ensure a safe production environment. The state establishes and
implements a system for the accountability of production safety accidents. If the company
fails to comply with the provisions of the Law on Work Safety, the supervisory authority
on production safety may issue a rectification order, impose a fine, order the company to
cease production and operation, or revoke the relevant permit.

Regulations on Employment

The Labor Contract Law of the PRC ( {4 NRILFEF7h&IFE) |, effective on
January 1, 2008 and amended on December 28, 2012 with effect from July 1, 2013) and
the Regulations on Implementation of the Labor Contract Law of the PRC ( {H4& AR 4L
FE 57 8 A [RE 945 1) , Order No. 535 of the State Council, effective on September
18, 2008) provide for the establishment of labor relationship between employing entities
and workers, as well as the concluding, performance, dissolution and revision of the labor
contracts. To establish a labor relationship, a written labor contract shall be signed. In the
event that no written labor contract is signed at the time when a labor relationship is
established, such contract shall be signed within one month as of the date when the
employing enterprise employs the employee.
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Pursuant to Social Insurance Law of the PRC ( {HF4& N RILFIE LS REGTE) | effective
on July 1, 2011, and amended on December 29, 2018), Interim Regulations on Collection
and Payment of Social Insurance Premiums ( {ft2{REQIRAFGLE1T4541) | effective on
January 22, 1999 and amended on March 24, 2019), Trial Measures for Enterprise Staff
Maternity Insurance ( (MR TAFRIILITIME) |, effective on January 1, 1995),
Regulations on Work-Related Injury Insurance ( { TAT{RK:4541) , effective on January 1,
2004 and amended on December 20, 2010), and Regulations on Management of Housing
Provident Fund ( {(fEEAREE LAY |, effective on April 3, 1999 and amended on
March 24, 2002, March 24, 2019, respectively), employing entity must pay basic pension
insurance, unemployment insurance, basic medical insurance, work-related injury
insurance, maternity insurance and housing provident fund for its employees. If an
employing entity fails to go through the formalities or does not pay the full amount as
scheduled, the relevant administration department shall order it to make rectification or
make up the payment within the prescribed time limit. If the rectification for social
insurance registration is not made within the stipulated period, the employing entity shall
be imposed a fine. If the payment for social insurance premiums is not made within the
stipulated period, the relevant administration department shall impose a fine. If an
employing entity fails to undertake payment and deposit registration of housing provident
fund or fails to go through the formalities of opening housing provident fund account for
its employees by the expiration of the time limit, a fine shall be imposed. If an employing
entity fails to make the payment and deposit of the housing provident fund within a
prescribed time limit, an application may be made to the people’s court for compulsory
enforcement.

Regulations on Intellectual Property
Patent

The SCNPC enacted the Patent Law of the PRC ( {H4& NRILFE L F)3L) ) in March
12,1984 and last amended on October 17, 2020. A patentable invention, utility model or
design must meet three conditions: novelty, inventiveness and practical applicability.
Patents cannot be granted for scientific discoveries, rules and methods for intellectual
activities, methods used to diagnose or treat diseases, animal and plant breeds or
substances obtained by means of nuclear transformation. The Patent Office under the State
Intellectual Property Office is responsible for receiving, examining and approving patent
applications. A patent is valid for a twenty-year term for an invention and a ten-year term
for a utility model or design, starting from the application date. Except under certain
specific circumstances provided by law, any third party user must obtain consent or a
proper license from the patent owner to use the patent, or else the use will constitute an
infringement of the rights of the patent holder.

Trademark

Trademarks are protected by the Trademark Law of the PRC ( {4 N RALHIE phriZ) )
which was enacted on August 23, 1982 and last amended on April 23, 2019, as well as the
Implementation Regulation of the Trademark Law of the PRC ( {H4& A R ILFIE iRk
SCHEZ%51) ) promulgated by the State Council on August 3, 2002 and amended on April
29, 2014. The Trademark Office handles trademark registrations and grants a term of ten
years to registered trademarks which may be renewed for consecutive ten-year periods
upon request by the trademark owner. Trademark license agreements must be filed with the
Trademark Office for record. The Trademark Law has adopted a “first-to-file” principle
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with respect to trademark registration. Where a trademark for which a registration has been
made is identical or similar to another trademark which has already been registered or been
subject to a preliminary examination and approval for use on the same kind of or similar
commodities or services, the application for registration of such trademark may be
rejected. Any person applying for the registration of a trademark may not prejudice the
existing right first obtained by others, nor may any person register in advance a trademark
that has already been used by another party and has already gained a “sufficient degree of
reputation” through such party’s use.

Copyright and Software Registration

The SCNPC promulgated the Copyright Law ( (ZEEFUE) ) in 1990 and amended it in
2001, 2010 and 2020, respectively. The Copyright Law provides that Chinese citizens,
legal persons, or other organizations shall, whether published or not, enjoy copyright in
their works, including computer software. The purpose of the Copyright Law is to
encourage the creation and dissemination of works which contribute to the construction of
socialist spiritual and material civilization and promote the development and prosperity of
socialist cultural and scientific pursuit.

The Regulation on Computers Software Protection ( (iHEHLIMELRT2561) ), which was
promulgated by the State Council on June 4, 1991 and amended in 2001, 2011 and 2013,
respectively, was formulated for the purposes of protecting the rights and interests of
copyright owners of computer software, regulating the relationship of interests generated
in the development, dissemination and use of computer software, encouraging the
development and application of computer software, and promoting the development of
software industry and the informatization of national economy. According to the
Regulation on Computer Software Protection, Chinese citizens, legal entities or other
organizations are entitled to the copyright in the software which they have developed,
whether published or not. A software copyright owner may register with the software
registration institution recognized by the copyright administration department of the State
Council. A registration certificate issued by the software registration institution is a
preliminary proof of the registered items. The Measures for the Registration of Computer
Software Copyright ( (IFENLEMAZVERCEIL/ME) ), which was promulgated by the
National Copyright Administration on February 20, 2002 and took effect on the same day,
regulates registrations of software copyright, exclusive licensing contracts for software
copyright and transfer contracts. The National Copyright Administration shall be the
competent authority for the nationwide administration of software copyright registration
and the Copyright Protection Center of China (the “CPCC”) is designated as the software
registration authority. The CPCC shall grant registration certificates to the computer
software copyright applicants which conforms to the provisions of both the Measures for
the Registration of Computer Software Copyright and the Regulation on Computers
Software Protection.

Domain Name

Pursuant to the Administrative Measures for Internet Domain Names( E.I5¢ M 1547 % L 7
%) ), which was promulgated by the Ministry of Industry and Information Technology on
August 24, 2017 and became effective on November 1, 2017, domain names are registered
on a “first-come, first-served” basis. The domain names registered or used by an
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organization or individual shall not contain any contents prohibited by laws and
administrative regulations. A domain name registration applicant shall provide the domain
name registration service agency with truthful, accurate and complete identity information
on the domain name holder.

Regulations on Taxation
Enterprise Income Tax

According to the Enterprise Income Tax Law of PRC ( {H14 A RILANE Al Irigsiik) ),
which was promulgated by the NPC on March 16, 2007, implemented on January 1, 2008,
and subsequently revised on February 24, 2017 and December 29, 2018 respectively, and
the Implementation Rules for the Enterprise Income Tax Law of the PRC ( {H4& AR 1t
FE AL S B S 45 1) ) enacted on December 6, 2007 by the State Council and
became effective on January 1, 2008, and amended on April 23, 2019, a resident enterprise
shall pay EIT on its income originating from both inside and outside PRC at an EIT rate
of 25%. Foreign invested enterprises in the PRC falls into the category of resident
enterprises, which shall pay EIT for the income originated from domestic and overseas
sources at an EIT rate of 25%. High and new technology enterprises which are supported
by the State may enjoy a reduced EIT rate of 15%. A non-resident enterprise having no
office or establishment inside China, or for a non-resident enterprise whose incomes has
no actual connection to its office or establishment inside China must pay enterprise income
tax on the incomes derived from China at a rate of 10%.

Value-added Tax

According to the Interim Regulations of the PRC on Value-Added Tax ( {4 A\ RFLFIE
HEFLE1745%1) ) which was promulgated by the State Council on December 13, 1993,
and amended on November 10, 2008, February 6, 2016 and November 19, 2017, and the
Detailed Rules for the Implementation of the Provisional Regulations of the PRC on
Value-added Tax ( (A A RILHNE S EBL T4 BS540 ) ) which was promulgated
by the Ministry of Finance on December 25, 1993 and subsequently amended on December
15, 2008 and October 28, 2011, all enterprises and individuals that engage in the sale of
goods, the provision of processing, repair and replacement services, sales of service,
intangible assets and real estate and the importation of goods within the territory of the
PRC shall pay value-added tax at the rate of 17%, except when specified otherwise.

In accordance with Circular on Comprehensively Promoting the Pilot Program of the
Collection of Value-added Tax in Lieu of Business Tax ( <& T &5 LB ik 19 (H
Fi i AL AYIE ) ), which was promulgated on March 23, 2016 and came into effect on May
1, 2016, upon approval of the State Council, the pilot program of the collection of VAT in
lieu of business tax shall be promoted nationwide in a comprehensive manner starting from
May 1, 2016.

The Notice on the Adjustment to VAT Rates ( ST URAEHEBIBIREF) ),
promulgated by the Ministry of Finance and the State Administration of Taxation on April
4, 2018 and became effective as of May 1, 2018 adjusted the applicative rate of VAT, and
the rates of 17% and 11% applicable to the taxpayers who have VAT taxable sales activities
or imported goods are adjusted to 16% and 10%, respectively.
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According to the Announcement on Relevant Policies for Deepening Value-Added Tax
Reform ( R TR EBIUCEA RER A ) promulgated on March 20, 2019 and
became effective on April 1, 2019, with respect to VAT taxable sales or imported goods of
a VAT general taxpayer, where the VAT rate of 16% applies currently, it shall be adjusted
to 13%; the currently applicable VAT rate of 10% shall be adjusted to 9%.

Other Overseas Laws and Regulations Relevant to Our Business

The US Food and Drug Administration (“FDA”) is an agency within the Department of
Health and Human Services of the United States and consists of thirteen Headquarter (HQ)
Offices and nine Center-level organizations. In the United States, the FDA regulates the
conduct of clinical trials of drug products in human subjects and their regulatory
applications such as the form and content. It also regulates the development, approval,
manufacture, safety, labeling, storage, record keeping, and marketing of drug products.
The FDA has similar authority and requirements with respect to the clinical testing of
biological products and medical devices.

The FDA regulates medical devices sold in the United States to assure their safety and
effectiveness. Medical devices range from simple tongue depressors and hospital gowns to
complex programmable pacemakers and robotic surgical systems. The Medical Device
Product Classification database of the FSA lists over 6,000 types of medical devices
regulated by FDA’s Center for Medical Devices and Radiological Health (“CDRH”) and
the classification assigned to each type. Depending on the device classification, along with
other factors, federal regulations (such as the Code of Federal Regulations, Title 21) define
requirements that must be fulfilled for CDRH to approve or clear devices sold in the
United States.

Medical devices can be commercialized in the European market only if they meet the
requirements as stipulated in Regulation (EU) no.2017/745 (“MDR”) and obtain CE
(Conformité Européenne) Mark (including countries which has signed Mutual Recognition
Agreement with EU). MDR aims to ensure the smooth functioning of the internal market
as regards medical devices, taking as a base a high level of protection of health for patients
and users, and taking into account the small- and medium-sized enterprises that are active
in this sector. At the same time, this Regulation sets high standards of quality and safety
for medical devices in order to meet common safety concerns as regards such products.
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RELATED PARTY TRANSACTIONS

The related party transactions are disclosed in accordance with the PRC Accounting
Standards for Business Enterprises No. 36—Disclosure of Related Parties issued by the
MOF and the Preparation Convention of Information Disclosure by Companies Offering
Securities to the Public No. 15—General Rules on Financial Reporting issued by the
CSRC. Pursuant to such standards, related parties are, broadly, parties under common
control or one party controlling the other party or capable of exercise of significant
influence over the other party in making financial or operational decisions. In considering
each possible related party relationship, attention is directed to the substance of the
relationship, not merely the legal form.

As presented in the Auditor’s Report as of and for the years ended December 31, 2019,
2020, and 2021 and the Review Report as of and for the six months ended June 30, 2022,
we entered into transactions with our related parties in the ordinary course of our business
from time to time, pursuant to which: (i) we purchased goods and services from certain
related parties; (ii) we provided goods and services to certain related parties; (iii) we
leased properties and equipment to or from certain related parties; (iv) we provided
guarantees to certain related parties as to their borrowings; (v) we lent funds to a related
party; and (vi) we paid compensation to key management personnel who are related parties
of the Company, among other things.

For further details on our related party transactions, see note X to the Auditor’s Report for
the three years ended December 31, 2019, 2020, and 2021 and note VII to the Review
Report for the six months ended June 30, 2022 in F-pages to this Prospectus as of and for
the years ended December 31, 2019, 2020 and 2021. These related party transactions were
conducted on an arm’s length basis and on normal commercial terms between the relevant
parties. We are expected to continue entering into contracts for related party transactions
of the foregoing nature as part of our ordinary business from time to time.
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Set out below is certain information in relation to our Company’s Board of Directors,
Supervisory Committee and senior management, as well as a brief description of certain
significant provisions of the Articles of Association, the PRC Company Law and other PRC
laws and regulations as of the date of this Prospectus. This description does not purport
to be complete and is qualified in its entirety by reference to the Articles of Association,
the PRC Company Law and such other PRC laws and regulations as in effect on the date
of this Prospectus.

Overview

Our Company is principally governed by the general meeting of its shareholders (the
“general meeting”), the Board of Directors, the Supervisory Committee and senior
management. The Articles of Association which will take effect upon the the First Day of
Trading were approved at the annual general meeting for the year of 2021 on May 17,
2022. For details on the shareholders’ general meeting, see “Description of Share

Capital—Description of A Shares—Shareholders’ General Meetings.”

Certain details on the Board of Directors, the Supervisory Committee and senior
management of the Company are set out below.

Board of Directors

The Board of Directors is responsible for the general management of the Company and is
accountable to the general meeting. Board meetings include routine board meetings and
extraordinary board meetings. A routine board meeting is required to be called semi-
annually. An extraordinary board meeting may be called upon demand.

The Board of Directors has the following functions and powers:

. to convene general meetings and report to general meetings;

. to implement resolutions of general meetings;

. to determine on the Company’s business plans and investment plans;

. to formulate the annual financial budgets and final accounting plans of the Company;

. to draw up the profit distribution plans and the loss make-up plan of the Company;

. to formulate proposals in respect of any increase or reduction of registered capital, the
issuance of bonds or other securities and the listing of the Company;

. to formulate plans for material acquisitions, share buy-backs or any merger, division,
dissolution or change in corporate form of the Company;

. to decide on the Company’s acquisition of its shares (i) for employee stock purchase
plans or incentive schemes, (ii) to convert convertible corporate bonds issued by the
Company to its shares, and (iii) necessary to safeguard the value of the Company and
the rights of the shareholders;
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. to decide on the Company’s external investment, acquisition and sale of assets, asset
pledge, external guarantees, entrusted wealth management and related party
transactions, among other things, as prescribed in the scope authorized by the
shareholders’ general meeting;

. to decide on the establishment of the internal management structure of the Company;

. to appoint or dismiss the general manager, the secretary to the Board of Directors of
the Company or other senior management members, and to appoint or dismiss senior
vice president(s), vice president(s) and the person in charge of finance matters of the
Company in accordance with the nominations by the general manager, and to
determine their remunerations, rewards and penalties;

. to set up the basic management regime of the Company;
. to formulate the proposals for any amendment to the Articles of Association;
. to manage information disclosure of the Company;

. to propose to the general meeting the appointment or replacement of the accounting
firms which provide auditing services to the Company;

. to receive reports from the general manager and review his or her work; and
. to exercise other functions and powers as stipulated by the Articles of Association.

In addition, in the disposal of fixed assets (which shall include the acts of transferring
certain assets-related rights and interests, but excluding the acts of using fixed assets as
collaterals), where the expected value of the fixed assets to be disposed of, combined with
the value derived from the fixed assets already disposed of in the four months immediately
preceding the disposal proposal, exceed 33% of the value of the Company’s fixed assets
as shown in the balance sheet that has been deliberated at the most recent general meeting,
the Board of Directors may not, without the prior approval of the general meeting, dispose
of or agree to the disposal of such fixed assets.

In order to pass resolutions, no less than a majority of the Board members must be
participating in the meeting (whether in person, by phone or video conference). Once a
quorum is met, the Board of Directors can pass resolutions with the majority of the votes
cast (i.e., simple majority) for ordinary resolutions (such as to convene general meetings
and report to general meetings and to manage information disclosure of the Company), and
two thirds of the votes cast for special resolutions (such as to determine on the Company’s
business plans and investment plans and to formulate plans for material acquisitions, share
buy-backs or any merger, division, dissolution or change in corporate form of the
Company).

All members of the Board of Directors have to be elected, and may only be removed, by
a shareholders’ resolution. The Board of Directors currently consists of seven Directors,
including three independent Directors. A Director serves a term of three years and may
seek re-election upon expiry of the said term, except that Independent Directors cannot
serve more than two terms consecutively.
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Members of the Board of Directors

The Board of Directors currently consists of seven Directors, including three independent
Directors. Other than disclosed under “Related Party Transactions,” none of the members
of the Board of Directors have any significant business connection with any member of the
Group.

The membership of the Board of Directors is as set out below:

Name Year of birth Current positions Since
PU Zhongjie. . . .. 1963 Chairman of the Board, technology head 2007
WANG Qihong ... 1965 Vice chairman of the Board 2021
XU Yang ....... 1967 Director 2014
PUFei......... 1989 Director 2020
GAN Liang. .. ... 1967 Independent Director 2020
WANG Lihua . ... 1963 Independent Director 2020
QU Xin ........ 1963 Independent Director 2021

The business address of the office of the Board of Directors is the registered address of the
Company: No. 37 Chaogian Road, Changping District, Beijing, the PRC 102200. The
biographies of the members of the Board of Directors of the Company are set out below.

Mr. PU Zhongjie, a Chinese citizen with US permanent residency, is chairman of the
Board and technology head of our Company. Currently, he is also chairman of the board
of Lepu Biopharma Co., Ltd., founder and director of the National Heart Disease Implant
Interventional Device and Equipment Engineering Technology Innovation Center, vice
chairman of the Beijing Pharmaceutical Industry Association, executive director of the
China Society for Drug Regulation, vice president of the National Association of Health
Industry and Enterprise Management, chairman of the Zhongguancun Changping Great
Health Alliance, and director of the Chinese Society of Biotechnology. Previously, he
served as senior engineer of Central Iron & Steel Research Institute, research assistant of
Florida International University in the US, deputy general manager of WP Medical
Technologies, Inc., and general manager of the Company. He holds a doctor’s degree and
a master’s degree.

Mr. WANG Qihong, a Chinese citizen, is vice chairman of the Board of our Company.
Currently, he is also head and deputy secretary of the party committee of 725th Research
Institute of China Shipbuilding Industry Corporation Limited, and chairman of the board
of Luoyang Shuangrui Technology Industry Holding Group Co., Ltd., Luoyang Shuangrui
Special Equipment Co., Ltd., Qingdao Shuangrui Water Environmental Engineering Co.,
Ltd. and Xiamen Shuangrui Materials Research Institute Co., Ltd. Previously, he served as
deputy head and head of the science and technology department, and deputy chief engineer
and deputy director of 725th Research Institute of China Shipbuilding Industry
Corporation Limited. He holds a master’s degree and a title of research fellow.
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Mr. XU Yang, a Chinese citizen, is a Director of our Company. Currently, he is also senior
partner of Beijing Chongguang Law Firm, a supervisor of Lepu Biopharma Co., Ltd., an
independent director of Tangshan Port Group Co., Ltd. and Tibet Tianlu Co., Ltd.
Previously, he was a lawyer of Zhong Xin Law Firm, Gongcheng Law Firm, East
Associates Law Firm and Beijing Sihai Tongcheng Law Firm. Furthermore, he served as
an independent director of Beijing Sevenstar Electronics Co., Ltd. and Sinotrans Air
Transportation Development Co., Ltd. He holds a master’s degree, and he is an
attorney-at-law admitted to the PRC bar.

Ms. PU Fei, a US citizen, is a Director of our Company. Currently, she is also director of
the international business department of the Company. Previously, she co-founded Ningbo
Future Power Education Co., Ltd., and served as a material R&D engineer at the 3M
Company in the US and an intern analyst at the investment bank department of Credit
Suisse (Hong Kong) Limited. She holds a master’s degree in applied physics from Harvard
University and bachelor’s degree in materials science and business management from
Massachusetts Institute of Technology.

Mr. GAN Liang, a Chinese citizen, is an independent Director of our Company. Currently,
he is also a founding partner of Ningbo Jundu Private Equity Fund Management Co., Ltd.,
a supervisor of Hainan Juncheng Investment Co., Ltd., a supervisor of Ningbo Jundu Rico
Investment Co., Ltd., and a supervisor of Beijing Jundu Jinghong Enterprise Management
Consulting Co., Ltd. Previously, he served as a managing director of CITIC Securities Co.,
Ltd. (H{5uEF 3 A FRZA 7)), and a senior partner of Innovation Growth Fund of Dinghui
Investment Management Co., Ltd., a director of Jining Haifu Electronic Technology Co.,
Ltd., and a director of Bowei Technology Co., Ltd. He holds a master’s degree in business
administration from China Europe International Business School in the PRC and was the
first batch of sponsor representatives in the PRC. He is also a Certified Public Accountant
(CPA).

Mr. WANG Lihua, a Chinese citizen, is an independent Director of our Company.
Currently, he is also chief partner and secretary of the party committee of Beijing Tianyuan
Law Firm, vice chairman of the Beijing Intellectual Property Law Research Association,
an independent director of CMBC Capital Holdings Limited, and an arbitrator of Shenzhen
Court of International Arbitration and Beijing Arbitration Commission. Previously, he
served as director of the research and graduate office of the law department of Peking
University, a member of the party committee and an assistant to the department head of the
law department of Peking University, director of Beijing Tianyuan Law Firm, head of the
disciplinary committee, director, executive director and vice chairman of Beijing Lawyers
Association, and a member of the stock issuance review committee of the CSRC. He holds
a master’s degree in law, and he is an attorney-at-law admitted to the PRC bar.

Ms. QU Xin, a Chinese citizen, is an independent Director of our Company. Currently, she
is also head of the finance department of the China Enterprise Reform and Development
Research Association, an independent director of Beijing Timeloit Technology Co., Ltd.,
and an independent director of Zhihui Hutong Science and Technology Co., Ltd.
Previously, she served as deputy head of the general office of the finance department of
China New Building Materials Co., Ltd., deputy manager of the planning and finance
department of China New Building Materials (Group) Co., Ltd., general manager of the
finance department of China National Building Materials Group Co., Ltd., a director of
Triumph Technology Co., Ltd., and an independent director of Beijing Mabworks Biotech
Co., Ltd. She holds a bachelor’s degree, and a title of senior accountant, and she is a
Certified Public Accountant (CPA).
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Convictions/proceedings

In the last five years, none of the members of the Board of Directors have been subject to
any convictions for major or minor financial or business-related crimes or to any legal
proceedings by statutory or regulatory authorities (including designated professional
associations) that are ongoing or have been concluded with a sanction.

Committees of the Board of Directors

Certain responsibilities of the Board of Directors are delegated to specialized committees
to assist the Board with carrying out its functions and to ensure independent oversight of
internal controls and risk management. The four principal specialized committees (the
Development Strategy Committee, the Audit Committee, the Nomination Committee and
the Remuneration and Appraisal Committee) play an essential role in supporting the Board
of Directors in fulfilling its responsibilities and ensuring that the highest standards of
corporate governance are maintained throughout the Company. All the specialized
committees are accountable to, and submit working reports to, the Board of Directors,
which shall consider the opinions of the specialized committees before making any
decisions on matters related to the duties of the specialized committees.

Development Strategy Committee

The Development Strategy Committee is mainly responsible for studying and predicting
the long-term development strategies of the Company and determining the development
strategic plan of the Company. The specific duties of the Development Strategy Committee
include: (i) studying the Company’s long-term development strategy and giving
suggestions on the same; (ii) studying and giving suggestions on the Company’s major
investment financing plans which are subject to the approval of the Board of Directors as
stipulated in the Articles of Association; (iii) studying and giving suggestions on other
major issues affecting the development of the Company; (iv) checking the implementation
of the above matters; and (v) other duties granted by the Board of Directors. The
Development Strategy Committee, chaired by Mr. PU Zhongjie, consists of Mr. GAN
Liang and Mr. WANG Qihong.

Audit Committee

The Audit Committee assists the Board of Directors with, among other matters: (i)
monitoring and evaluating the work of the Company’s external auditor, and proposing the
appointment or replacement of the accounting firms; (ii) guiding internal audit work; (iii)
coordinating the communications of the internal audit department with the Company’s
external auditor; (iv) reviewing and commenting on the financial statements of the
Company; (v) evaluating the effectiveness of the Company’s internal controls, and
reviewing all external guarantees of the Company; (vi) other matters authorized by the
Board of Directors and other matters involving relevant laws and regulations. The Audit
Committee, chaired by Ms. QU Xin, consists of Mr. WANG Lihua and Ms. PU Fei.
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Nomination Committee

The Nomination Committee assists the Board of Directors with, among other matters: (i)
giving suggestions to the Board of Directors on the size and composition of the Board
based on the Company’s business activities, asset scale and shareholding structure; (ii)
reviewing and opining on the election standards and procedures of the Directors and senior
management personnel; (iii) searching broadly for eligible candidates for Directors and
senior management; (iv) reviewing and opining on the qualification criteria of candidates
for Directors and senior management; (v) reviewing and opining on the senior management
personnel to be appointed by the Board of Directors; and (vi) other matters authorized by
the Board of Directors. The Nomination Committee, chaired by Mr. GAN Liang, consists
of Mr. PU Zhongjie, Mr. WANG Lihua, Mr. WANG Qihong and Ms. QU Xin.

Remuneration and Appraisal Committee

The Remuneration and Appraisal Committee assists the Board of Directors with, among
other matters: (i) studying and opining on the evaluation standards of Directors and senior
management; (ii) formulating remuneration plans or schemes for Directors and senior
management based on the main scope, responsibilities and importance of management
positions and with reference to remuneration levels of relevant positions at other relevant
corporations; the remuneration plans or schemes mainly include but are not limited to the
performance appraisal standard, procedure and the main appraisal system, the main plan
and system for rewards and penalties; (iii) reviewing the performance of the Directors and
senior managers and conducting annual performance appraisals; (iv) supervising the
implementation of the remuneration system for Directors and senior management; and
(v) other matters authorized by the Board of Directors. The Remuneration and Appraisal
Committee, chaired by Mr. WANG Lihua, consists of Mr. WANG Qihong, Mr. XU Yang,
Mr. GAN Liang and Ms. QU Xin.

Supervisory Committee

The Supervisory Committee is responsible for overseeing the Company’s general
management and is accountable to the general meeting. The Supervisory Committee has
the following functions and powers in accordance with PRC law:

. to produce written opinions, explaining whether the Board’s procedures for preparing
and reviewing periodic reports comply with the laws, administrative regulations, the
requirements of the CSRC, the Shenzhen Stock Exchange and the stock exchange on
which the GDRs are listed, and whether the content of the reports can truly, accurately
and completely reflect the actual situation of the listed company;

. to inspect the financials of the Company;

. to supervise the performance of Directors and senior management members of their
duties to the Company, and propose dismissal of Directors and senior management
members that have violated the laws, administrative regulations, the Articles of

Association or the resolutions of the general meetings;

. to demand rectification by Directors and senior management members when the acts
of such persons are prejudicial to the Company’s interest;
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. to propose the convening of an extraordinary general meeting, and to convene and
preside over the general meeting when the Board of Directors fails to perform such
duties as specified by the Company Law;

. to make proposals to be considered at the general meeting;

. to negotiate with Directors and senior management members on behalf of the
Company or initiate legal proceedings against Directors and senior management
members in accordance with Article 151 of the Company Law;

. to verify financial materials such as financial reports, operational reports and profit
distribution plans that the Board intends to submit to the general meeting, and engage
on behalf of the Company certified public accountants and independent auditors to
help review them if any doubt is found; and

. to conduct investigations in relation to any operational abnormality of the Company,
and, if necessary, engage accounting firms, law firms or other professional agencies
to assist with such investigations at the expense of the Company.

The term of office of each Supervisor shall be three years per session. Upon expiry of the
term, a Supervisor may be reappointed upon re-election. The chairman of the Supervisory
Committee shall be elected and removed by the Supervisory Committee.

Members of the Supervisory Committee
The Company’s Supervisory Committee currently consists of three Supervisors, including

the chairman of the Supervisory Committee. The membership of the Supervisory
Committee of the Company is as set out below:

Name Year of birth Current positions Since
WANG Xinglin. .. 1962 Chairman of the Supervisory Committee 2020
WANG Jun...... 1975 Supervisor 2020
YANG Ming. . . .. 1966 Employee Supervisor 2017

The business address of the office of the Supervisory Committee is the registered address
of the Company: No. 37 Chaogian Road, Changping District, Beijing, the PRC 102200.
The biographies of the members of the Supervisory Committee of the Company are set out
below.

Mr. WANG Xinglin, a Chinese citizen, is the chairman of the Supervisory Committee of
our Company. Currently, he is chairman of the supervisory committee of Lepu Scientech
Medical Technology (Shanghai) Co., Ltd. Previously, he served as an accountant, senior
accountant, deputy director and director of the finance department and deputy chief
accountant of Xi’an Shipbuilding Industry Co., Ltd., deputy general manager, general
manager and vice chairman of the board of China Shipping Industry Finance Co., Ltd., and
deputy chief accountant and head of the finance department of China Shipbuilding
Industry Group Co., Ltd. He holds a bachelor’s degree and a title of senior accountant.
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Mr. WANG Jun, a Chinese citizen, is a Supervisor of our Company. Currently, he is also
office manager and deputy general counsel of 725th Research Institute of China
Shipbuilding Industry Corporation Limited, a director of Luoyang Shuangrui Technology
Industry Holding Group Co., Ltd., a supervisor of CSIC Shuangrui Technology Holdings
Co., Ltd. and a supervisor of Xiamen Shuangrui Materials Research Institute Co., Ltd.
Previously, he served as legal counsel, deputy office manager of 725th Research Institute
of China Shipbuilding Industry Corporation Limited. He holds a bachelor’s degree and a
title of senior economist.

Mr. YANG Ming, a Chinese citizen, is an employee Supervisor of our Company.
Currently, he is also deputy technical director of the Company. Previously, he served as
manager of the technical quality department, manager of the marketing department and
manager of the clinical registration department of the Company. He holds a bachelor’s
degree.

Convictions/proceedings

In the last five years, none of the members of the Supervisory Committee have been
subject to any convictions for major or minor financial or business-related crimes or to any
legal proceedings by statutory or regulatory authorities (including designated professional
associations) that are ongoing or have been concluded with a sanction.

Senior Management

The senior management is responsible for day-to-day and operational activities of the
Company and the Group and is accountable to the Board of Directors. The senior
management consists of general manager, senior deputy general managers, deputy general
managers, chief financial officer and secretary to the Board. The general manager, senior
deputy general manager and deputy general managers shall be appointed and removed by
the Board of Directors.

The general manager is mainly responsible for managing the Company’s production,
operation and R&D, organizing the implementation of resolutions of the Board and annual
operating plans, formulating detailed rules and regulations of the Company, and
determining the remuneration, welfare, reward and punishment policies and plans of the
Company’s employees (excluding senior management), among other things. The Secretary
to the Board is mainly responsible for ensuring that the Company has a complete set of
constitutional documents and records, that the Company prepares and submits the reports
and documents required by competent authorities according to the laws, and that the
register of shareholders of the Company is properly created and the persons entitled to
obtain the relevant records and documents of the Company obtain such records and
documents promptly, unless otherwise stipulated by laws, administrative regulations,
company shares or the listing rules of the stock exchange where the GDRs are listed.
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Members of the Senior Management

The senior management members, by function, of the Company are as set out below:

Name Year of birth Current positions Since
ZHANG Zhibin ... 1976 General Manager 2021
WEI Zhanjiang. ... 1972 Senior Deputy General Manager 2003
ZHANG Xia. ... .. 1968 Senior Deputy General Manager 2013
WANG Yong .. ... 1973 Senior Deputy General Manager, 2007
Chief Financial Officer
ZHANG Bingfeng. . 1980 Deputy General Manager 2015
FENG Xiaoying ... 1974 Deputy General Manager 2021
ZHENG Guorui ... 1982 Deputy General Manager 2021
QIANG Yu....... 1981 Deputy General Manager 2021
JIANG Weina. . . .. 1979 Secretary to the Board 2021

The business address of the senior management is the registered address of the Company:
No. 37 Chaoqgian Road, Changping District, Beijing, the PRC 102200. The biographies of
the senior management members of the Company are set out below.

Mr. ZHANG Zhibin, a Chinese citizen, is general manager of our Company. Previously,
he served as manager of the Northwestern/Beijing region of sales department, marketing
director and deputy general manager of the Company, and general manager of Shanghai
Shape Memory Alloy Materials Co., Ltd. He holds a master’s degree.

Mr. WEI Zhanjiang, a Chinese citizen, is a senior deputy general manager of our
Company. Currently, he is also the representative of the 12th Beijing Congress of the
Communist Party of China. Previously, he served at 725th Research Institute of China
Shipbuilding Industry Corporation Limited. He holds a master’s degree and a title of
researcher-level senior engineer.

Ms. ZHANG Xia, a Chinese citizen, is a senior deputy general manager of our Company.
Previously, she served as deputy director of the non-metallic materials research office,
director of the science and technology department and deputy chief engineer of 725th
Research Institute of China Shipbuilding Industry Corporation Limited. She holds a
master’s degree and a title of researcher-level senior engineer.

Ms. WANG Yong, a Chinese citizen, is a senior deputy general manager and chief
financial officer of our Company. Currently, she is also a supervisor of Sichuan Rekind
Medtec., Inc. Previously, she served as senior manager of the audit department of the
Beijing branch of PricewaterhouseCoopers Zhongtian Accounting Firm. She holds a
bachelor’s degree.

Mr. ZHANG Bingfeng, a Chinese citizen, is a deputy general manager of our Company.
Previously, he served as senior investment manager of China OperVestors, Inc., and
manager of the investment development department of the Company. He holds a master’s
degree.
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Ms. FENG Xiaoying, a Chinese citizen, is a deputy general manager of our Company.
Previously, she served as sales director of Shenzhen Langou Pharmaceutical Co., Ltd.,
sales director of the first retail division of the Company, and assistant to general manager
of the Company. She holds a bachelor’s degree and a title of senior engineer.

Mr. ZHENG Guorui, a Chinese citizen, is a deputy general manager of our Company.
Previously, he served as sales manager of Wuhan Grand Pharmaceutical Co., Ltd., sales
manager and marketing director of Lepu pharmaceuticals, nationwide sales director and
assistant to the general manager of the Company. He holds a bachelor’s degree.

Mr. QIANG Yu, a Chinese citizen, is a deputy general manager of our Company.
Previously, he served as officer and senior officer of Ucar Inc., chief technology officer of
Luckin Coffee, and assistant to general manager of the Company. He holds a bachelor’s
degree.

Ms. JTIANG Weina, a Chinese citizen, secretary to the Board of our Company. Previously,
she served as a foreign physician in the general surgery department of Hautepierre Hospital
in Strasbourg, France, a physician in the general surgery department of Shanghai Ruijin
Hospital, chief analyst of the pharmaceutical industry of Guosen Securities Co., Ltd., and
vice president and secretary to the board of directors of Meinian Health Industry Holdings
Co., Ltd. She holds a master’s degree in medicine from Shanghai Jiao Tong University in
the PRC and a specialized training certificate (Attestation de formation spécialisée) from
Louis Pasteur University in France, as well as the practicing physician qualification in
surgery.

Convictions/proceedings

In the last five years, none of the members of the senior management have been subject
to any convictions for major or minor financial or business-related crimes or to any legal
proceedings by statutory or regulatory authorities (including designated professional
associations) that are ongoing or have been concluded with a sanction.

Compensation

At the annual shareholders’ meeting of 2021 on May 17, 2022, the shareholders of our
Company reviewed and approved the proposal on the allowances paid to the Company’s
Directors and Supervisors. Accordingly, the standard for such allowances is set at, on an
annual basis and before any tax, RMB300,000 for each Director, RMB300,000 for the
chairman of the Supervisory Committee, and RMB250,000 for each Supervisor (excluding
any employee supervisor).

With respect to compensation to senior management, our Company conducts a

comprehensive assessment of the performance and ascertain the annual basic salary for
each member.
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The following table sets forth some details of the pre-tax remuneration and pension,
retirement and other similar benefits received from the Company by each of the
Company’s current Directors, Supervisors and senior management members in 2021:

Pre-tax remuneration and
pension, retirement and
other similar benefits
received from the
Name Company in 2021

(RMB in thousands)
PU Zhongjie. . . .. ..o —

WANG Qihong . . . ..o —
XU Yang .. ... 300.0

PU Fei . ..o 500.0
GAN Liang. . . . ..o 300.0
WANG Lihua . ... ... 300.0
QU Xin ..o 233.8
WANG Xinglin. .. ... 300.0
WANG Jun. . ... —
YANG MING . . oot e 900.0
ZHANG Zhibin. . . .. .. 2,100.0
WEI Zhanjiang . . . ... .. 1,800.0
ZHANG Xia. ..o 1,800.0
WANG YONng. . . .o 1,800.0
ZHANG Bingfeng. . . .. ..o 1,600.0
FENG Xiaoying . .. ... ... i 1,300.0
ZHENG GUOTUIL. « « v o vttt e e e e e e e e e 1,300.0
QIANG Yu . . .o 1,500.0
JIANG Weina . . .. .o 750.0

Ownership of Shares
The following table sets forth the number of shares held by our Directors, Supervisors and
members of senior management as of the date of this Prospectus (and, unless stated

otherwise, as of the First Day of Trading):

Owned Shares

Name Current positions A Shares held % of voting rights
PU Zhongjie. ... ... Chairman, technology head 228,074,749 12.6386%
ZHANG Zhibin. . . .. General Manager 217,500 0.0121%
WEI Zhanjiang . . . . . Senior Deputy General Manager 193,600 0.0107%
WANG Yong. ...... Senior Deputy General Manager, 191,700 0.0106%
Chief Financial Officer
FENG Xiaoying . ... Deputy General Manager 7,400 0.0004%
ZHENG Guorui. . . .. Deputy General Manager 30,000 0.0017%

As far as the Company is aware, as at the date of this Prospectus, none of the Directors,
Supervisors or members of senior management of the Company intend to subscribe in the
Offering.
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Incentive Restricted Shares Plan

On May 5, 2022, the Board of Directors approved a proposal of an incentive restricted
shares plan for members of the senior management of the Company and selected
employees of the Company and its subsidiaries (the “Proposed IRS Plan’), which is still
subject to the approval by the general meeting of the shareholders. Under the Proposed IRS
Plan, tentatively 810 persons are expected to be granted restricted shares of up to
20,000,000 A Shares in aggregate at a grant price of RMB10.74 per share. The following
table sets forth the number of restricted shares to be granted to our current senior
management based on the proposed plan:

% of the

Number of total % of the

restricted number of Company’s

shares to restricted total share

be granted shares capital as of
Name Current positions (proposed) (proposed) May 5, 2022
ZHANG Zhibin ... General Manager 500,000 2.5% 0.0277%
WEI Zhanjiang. . .. Senior Deputy General Manager 350,000 1.75% 0.0194%
ZHANG Xia. ... .. Senior Deputy General Manager 350,000 1.75% 0.0194%
WANG Yong .. ... Senior Deputy General Manager, 350,000 1.75% 0.0194%

Chief Financial Officer

ZHANG Bingfeng. . Deputy General Manager 300,000 1.5% 0.0166%
FENG Xiaoying . .. Deputy General Manager 300,000 1.5% 0.0166%
ZHENG Guorui ... Deputy General Manager 300,000 1.5% 0.0166%
QIANG Yu....... Deputy General Manager 300,000 1.5% 0.0166%
JIANG Weina. . . .. Secretary to the Board 300,000 1.5% 0.0166%

For further information, See “Description of Share Capital—Capital Structure—Own
Shares.”

Permitted Other Activities of the Directors, Supervisors and Members of the Senior
Management

According to PRC laws, members of the senior management of the Company shall not
assume a position other than a director or supervisor of the Company’s corporate
controlling shareholders.

Corporate Governance

As of the date of this Prospectus, the Company is in compliance with the corporate
governance requirements applicable to it as a PRC public company listed on the Shenzhen
Stock Exchange in all material aspects.

Potential Conflicts of Interest

According to our Articles of Association, our Directors, Supervisors and members of the
senior management must abide by the principle of good faith when performing their duties,
and shall not put themselves in a situation where their own interests may conflict with their
obligations. There are no potential conflicts of interest between any duties owed by the
Directors, Supervisors or members of senior management to the Company and their private
interests and/or other duties. There are no interests, including conflicting interests that are
material to the Offering.
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As of September 9, 2022 (the “Latest Practicable Date”), our Company had issued a total
of 1,804,590,109 A Shares with a par value of RMB1.00 per A Share. No shareholder has
different voting rights attached to the A Shares to any other shareholder. The Company is
not aware of any arrangements, the operation of which may at a subsequent date result in
a change of control of the Company.

The Administrative Measures for the Disclosure of Information of Listed Companies of the
PRC require that an annual report and a semi-annual report of a listed company shall
include, among other things, information about the top ten shareholders and shareholders
holding 5% or more of the shares.

Shareholders Holding 3% or More

The table below sets out the information known to us with respect to the principal
shareholders as well as the beneficial ownership of our Company’s A Shares as of the
Latest Practicable Date (i) on an actual basis, and (ii) on an adjusted basis to give effect
to the Offering assuming the sale of all Firm GDRs and (a) the Upsize Option is not
exercised, and (b) the Upsize Option is exercised in full. Based on the information
available to us, the table below describes the individual shareholdings of those
shareholders that hold prior to, and are expected to hold upon completion of, the Offering,
directly or indirectly, 3% or more of our Company’s voting rights. Each A Share carries
one vote at a shareholders’ general meeting of our Company and, as such, the number of
A Shares held by shareholders set forth in the table below is equal to the number of voting
rights held by the respective shareholder. You should also read “Related Party
Transactions” and “Board of Directors, Supervisory Committee and Senior Management.”

Prior to the Offering” Upon Completion of the Offering
No exercise of the Full exercise of the
Upsize Option® Upsize Option®
% of % of % of
voting voting voting
Shareholder A Shares held rights A Shares held rights A Shares held rights
725th Research Institute of
China State Shipbuilding
Corporation Limited® .. . 244,063,788 13.52% 244,063,788 13.09% 244,063,788 12.89%
Pu, Zhongjie(s) ......... 228,074,749 12.64% 228,074,749 12.23% 228,074,749 12.05%
WP Medical Technologies,
Inc® . ... ... .. 123,968,600 6.87% 123,968,600 6.65% 123,968,600 6.55%
Hong Kong Exchanges and
Clearing Limited” . . . . . 82,042,156  4.55% 82,042,156  4.40% 82,042,156  4.33%
Houde Yimin (Beijing)
Investment Management
Co., Ltd® .. ... ... .. 67,750,000 3.75% 67,750,000 3.63% 67,750,000 3.58%
Other shareholders. . . . . .. 1,058,690,816  58.67% 1,118,242,246 59.99% 1,147,112,796  60.60%
Total. . .............. 1,804,590,109 100.0% 1,864,141,539 100.0% 1,893,012,089  100.0%
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(1) Based on the Company’s issued share capital of 1,804,590,109 A Shares with a nominal value of RMB1.00 as of the
Latest Practicable Date

(2) Based on the Company’s issued share capital of 1,864,141,539 A Shares with a nominal value of RMB1.00 following
completion of the Offering assuming the issuance and sale of all Firm GDRs (and no exercise of the Upsize Option)

3) Based on the Company’s issued share capital of 1,893,012,089 A Shares with a nominal value of RMB1.00 following
completion of the Offering assuming the issuance and sale of all Offer GDRs (i.e. assuming exercise in full of the
Upsize Option)

(4) 725th Research Institute of China State Shipbuilding Corporation Limited, a subsidiary to China Shipbuilding
Industry Corporation (CSIC), is a comprehensive institution engaged in the research, development and application of
shipbuilding materials.

(5) Mr. PU Zhongjie is currently the chairman of the Board and technology head of our Company. See “Board of
Directors, Supervisory Committee and Senior Management—Board of Directors—Members of the Board of
Directors.”

6) WP Medical Technologies, Inc. was established on November 16, 1998 and incorporated in Florida, the US.

(7)  The nominal holder of shares held by non-registered shareholders who hold A shares of the Company through the
Northbound Trading under Shenzhen-Hong Kong Stock Connect

(8) Houde Yimin (Beijing) Investment Management Co., Ltd. was established on August 17, 2009, with a registered
capital of RMB50 million.

Top Ten Shareholders

The table below identifies the top ten beneficial owners of our Company’s A Shares and
the percentage of their respective shareholding (exclusive of A Shares held by persons
acting in concert, if any), based on the A Shares outstanding as of June 30, 2022. No
shareholder has different voting rights attached to the A Shares to any other shareholder.

Name of Shareholder Percentage
(%)

725th Research Institute of China State Shipbuilding Corporation Limited . . . 13.52
PU Zhongjie'" . ... . .. 12.64
WP Medical Technologies, Inc. V. 6.87
Hong Kong Securities Clearing Company Limited. . . . ... .............. 5.54
Houde Yimin (Beijing) Investment Management Co., Ltd.‘" .. ... .. .. .. .. 3.75
Houde Yimin (Ningbo) Investment Management Co., Ltd.‘" .. ... .. .. ... . 1.99
Bank Of China Limited—Huabao CSI medical trading open-end index

securities investment fund . . ... ... . Lo oL oL L L o 0.84
XIONG Qingchuan . . .. .. ... 0.78
Monetary Authority of Macao—Proprietary funds . . ... ................ 0.62
WANG Yunyou . . ... .. 0.56

(1) As of June 30, 2022, Mr. PU Zhongjie, WP Medical Technologies, Inc., Houde Yimin (Beijing) Investment
Management Co., Ltd. and Houde Yimin (Ningbo) Investment Management Co., Ltd. were persons acting in concert
within the meaning of PRC law.

As of the date of this Prospectus, Mr. PU Zhongjie and his persons acting in concert within
the meaning of PRC law (comprising WP Medical Technologies, Inc., Houde Yimin
(Beijing) Investment Management Co., Ltd. and Houde Yimin (Ningbo) Investment
Management Co., Ltd.) held in aggregate 25.25% of the total A Shares of the Company;
Mr. PU Zhongjie is the actual controlling person of our Company.

Underwriting

For information relating to the underwriting of the Offer GDRs by the Managers, such as
the composition of the underwriting syndicate, the maximum number of GDRs which have
been underwritten as well as the percentage of voting rights and the time frame in which
the Managers are likely to hold the underwritten Offer GDRs, see “Offering and
Sale—Underwriting.”
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Set out below is certain information in relation to our Company’s share capital, as well as
a brief description of certain significant provisions of the Articles of Association, the PRC
Company Law and other laws and regulations as will be applicable to the Company on the
First Day of Trading. This description does not purport to be complete and is qualified in
its entirety by reference to the Articles of Association, the PRC Company Law and such
other laws and regulations as in effect on the date of this Prospectus.

General Corporate Information

Our Company’s name is Lepu Medical Technology (Beijing) Co., Ltd. (“k& (b 50) £ ¥7 45
MBS A PR~ 7). Our Company was converted into a joint stock company with limited
liabilities in accordance with the PRC Company Law, the PRC Securities Law and other
applicable regulations on January 14, 2008 and has conducted business since then in
conformity with our Articles of Association and the aforementioned laws and regulations.

Our Company was registered with Market Supervision Administration of Changping
District of Beijing on June 11, 1999, with an enterprise registration number of
110000410140103. Our registered office is No. 37 Chaogian Road, Changping Tech. Zone,
Beijing, 102200 the PRC. The scope of our business primarily includes production and
sales of medical devices and accessories, R&D of medical devices and accessories,
provision of technology consulting services, import and export of medical devices and
accessories, and import and export of technology, among other things.

For an overview of the participations held by our Company, see “Presentation of Financial
and Other Information.”

Capital Structure

Issued Share Capital

As of the Latest Practicable Date, our Company’s issued share capital amounts to
RMB1,804,590,109.00, divided into 1,804,590,109 A Shares, which are fully paid and
listed on the Shenzhen Stock Exchange with the stock name and code of ‘RKi[EJr

(300003.SZ). Each A Share has a par value of RMB1.00, and the A Shares have been issued
by our Company in registered form. The A Shares are fully paid-up and non-assessable.
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Changes in Share Capital

The table below sets out our Company’s share capital as of December 31, 2019, 2020 and
2021 and June 30, 2022 as well as the Latest Practicable Date:

Number of Share Capital

Date A Shares Value

(RMB)
December 31,2019 . ... ... ... .. . ... .. ... ... 1,781,652,921  1,781,652,921.00
December 31, 2020 .. ... .. ... ... .. 1,804,581,117  1,804,581,117.00
December 31, 2021 ... ... ... ... .. ... 1,804,587,310  1,804,587,310.00
June 30, 2022 . ... .. 1,804,589,657 1,804,589,657.00
Latest Practicable Date. . . .. .................... 1,804,590,109 1,804,590,109.00

Pursuant to special resolutions dated May 17, 2022, the shareholders of our Company
approved the issuance of no more than 180,458,875 new A Shares by our Company to the
Depositary in connection with the Offering.

GDRs
Each GDR represents an interest in five A Shares.

Based on a resolution of the Board of Directors on April 25, 2022 and a resolution of the
Shareholders on May 17, 2022 (pursuant to which matters in connection with the Capital
Increase (as defined herein) were delegated to the Chairman and/or his authorized
representatives), the Company’s share capital shall be increased in the amount of up to
RMB180,458,875.00 by the issuance of up to 180,458,875 fully-paid A shares (the “New
A Shares”) at a nominal value of RMB1.00 each, corresponding to the underlying interests
of up to 36,091,775 GDRs (the “Capital Increase”). The Capital Increase is expected to
be completed on or around September 20, 2022.

Based on a share capital of 1,804,590,109 A Shares as of the Latest Practicable Date and
assuming the issuance and sale of all Firm GDRs (representing 59,551,430 underlying A
Shares, assuming no exercise of the Upsize Option), the share capital of the Company will
be RMB1,864,141,539.00 and consisting of 1,864,141,539 A Shares. In this case, the
59,551,430 New A Shares (corresponding to the underlying interests of 11,910,286 GDRs)
will represent approximately 3.19% of the share capital of the Company upon completion
of the Offering. Based on a share capital of 1,804,590,109 A Shares as of the Latest
Practicable Date and assuming the issuance and sale of all Offer GDRs (representing
88,421,980 underlying A Shares, assuming the exercise of the Upsize Option in full), the
share capital of the Company will be RMB1,893,012,089.00 and consisting of
1,893,012,089 A Shares. In this case, the 88,421,980 New A Shares (corresponding to the
underlying interests of 17,684,396 GDRs) will represent approximately 4.67% of the share
capital of the Company upon completion of the Offering. The Company expects that the
GDRs will be listed in accordance with the Standard for Depository Receipts of SIX
Exchange Regulation and that trading in the GDRs will commence on SIX Swiss Exchange
on or around September 21, 2022.

Other Classes of Shares

As of the date of this Prospectus, our Company has not issued any other classes of shares
including preference shares.
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Own Shares

On November 2, 2021, the Board of Directors of our Company considered and approved
the A Share repurchase plan (the “Repurchase Plan”). Under the Repurchase Plan, our
Company may use no less than RMB300 million and up to RMB500 million of our own
funds to repurchase A Shares of our Company at the repurchase price that shall not exceed
RMB35 per share (inclusive), subject to adjustment in certain cases such as dividend
distribution, through centralized price bidding for the purpose of the implementation of our
equity incentive scheme. Approval by the general meeting of the shareholders is not
required for this Repurchase Plan. The period of the repurchase shall not exceed 12 months
from the date of approval by the Board. As of the Latest Practicable Date, we had
repurchased 18,273,500 A shares, representing 1.0126% of our share capital, at the cost of
RMB355.8 million (exclusive of trading fees).

In addition, we repurchased 12,402,781 A Shares from December 2018 to December 2019
using approximately RMB254.3 million (inclusive of trading fees). Such A Shares are
expected to be canceled by end of 2022.

As of the date of this Prospectus, except as disclosed above, neither our Company nor any
of its subsidiaries holds any own shares.

Cross-shareholdings

As of the date of this Prospectus, our Company does not have any cross-shareholdings
exceeding 5% of the holdings of capital or voting rights on both sides.

Authorized Capital and Conditional Capital

The Company’s Articles of Association do not allow any authorized capital or conditional
capital.

Outstanding Bonds, Conversion and Option Rights

For details on our outstanding bonds, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Contractual Obligations, Commitments
and Contingencies—Indebtedness” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Discussion and Analysis of the Six Month
Historical Financial Information—Indebtedness.”

To further optimize the debt structure, broaden financing channels and satisfy funding
needs of our Company, on March 30, 2021, we completed the public issuance of
convertible bond of RMB1,638 million to the then shareholders of our Company and
public investors (the “Convertible Bond”). On April 19, 2021, the Convertible Bond was
listed on Shenzhen Stock Exchange (bond code: 123108).

Some further details of the Convertible Bond are set out as follows:

Interest rate . .......... First year: 0.30%; second year: 0.50%; third year: 1.00%; fourth
year: 1.50%; and fifth year: 1.80%

Maturity date . ......... March 29, 2026

Conversion period. . ... .. October 8, 2021 to March 29, 2026

Initial conversion price ... RMB29.73 per A Share and not lower than (i) the average trading

price of the A Shares of the twenty trading days before the date of the
Convertible Bonds offering document and (ii) the average trading
price of the trading day before conversion date. Such conversion
price shall be adjusted in the event of issuance of bonus shares,
increase of share capital, issuance of new shares and distribution of
cash dividend
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Conversion shares. ... ... A Shares

Redemption at maturity . . . Unless otherwise converted, the Convertible Bond will be redeemed
by the Issuer at 107.80% of its principal amount together with
accrued and unpaid interest thereon within the fifth day after the
maturity date

Redemption at the option During the conversion period, the issuer has the right to redeem part

of the issuer ......... or all of the Convertible Bond at its principal amount together with

accrued and unpaid interest if either situation occurred:

(i)  during the conversion period, if for at least fifteen trading day
in thirty consecutive trading days, the closing price of the A
Shares is not lower to the 130% of the conversion price, or

(ii) when the total outstanding amount of the unconverted
Convertible Bond is less than RMB30,000,000

Use of proceeds . ....... RMB1,150,000,000 shall be used in the R&D of coronary and
peripheral intervention medical devices, and RMB488,000,000 shall
be used for supplementing working capital and debt repayment

Voting . .............. A holder of the Convertible Bonds will be entitled to attend and vote
at meetings of bondholders
Guarantee. . .. ......... No guarantee

As of the Latest Practicable Date, 8,992 A Shares had been converted from the Convertible
Bond.

As of the date of this Prospectus, except as disclosed above, our Company has no
outstanding bonds or debt instruments convertible into or option rights in our Company’s
securities.

Description of A Shares

Shareholders of our Company shall enjoy rights and bear obligations according to the class
and quantity of their shares. Holders of the same class of shares shall enjoy the same rights
and bear the same obligations.

Form of A Shares

The A Shares are ordinary shares in the share capital of our Company with a nominal value
of RMB1.00 each. They have been issued by our Company in registered form and are fully
paid-up.

The A Shares rank pari passu in all respects with each other, including, in respect of
entitlements to dividends, to a share in the liquidation proceeds in the case of a liquidation
of the Company.

The Company maintains a centralized registration of Shareholders with the CSDC.
Shareholders holding the same class of shares shall enjoy the same rights and assume the
same obligations.

There is no provision in the Articles of Association deviating from statutory provisions
under PRC laws.
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Transfer of A Shares

Our A Shares have been listed on the Shenzhen Stock Exchange since October 30, 2009.
A Shares can only be subscribed by, and traded between legal or natural persons of the
PRC or qualified foreign institutional investors or eligible foreign strategic investors, and
must be traded in Renminbi.

Voting Rights

A shareholder (including its proxy) shall vote based on the number of its voting shares,
with one A Share representing one vote. A Shares held by us (if any) do not carry any
voting rights and shall not be counted in the total number of voting shares represented by
shareholders attending a shareholders’ general meeting. However, when voting to elect our
Directors or Supervisors, each A Share shall have number of votes equal to the number of
proposed Directors or Supervisors to be elected, and a shareholder may cast all its votes
towards one or more candidates.

When material issues affecting the interests of minority shareholders are considered at a
shareholders’ general meeting, the votes of minority shareholders shall be counted
separately. The results of such separate votes shall be disclosed publicly in a timely manner
following such shareholders’ general meeting.

When related-party transactions are considered at a shareholders’ general meeting, related
shareholder(s) shall not vote, and the voting shares held by such shareholder(s) shall not
be counted in the total number of valid voting shares. The announcement of the resolutions
of the shareholders’ general meeting shall fully disclose the voting of non-related
shareholders.

Shareholders’ General Meetings

Pursuant to our Articles of Association, an annual shareholders’ general meeting shall be
held within six months after the end of each fiscal year, and an extraordinary shareholders’
general meeting shall be held within two months upon the occurrence of incidents
warranting such extraordinary shareholders’ general meeting as described in our Articles
of Associations.

The following persons may also request our Board of Directors to convene an
extraordinary shareholders’ general meeting: (i) any of our independent Directors, (ii) our
Supervisory Committee; and (iii) any persons holding in aggregate 10% or more of our A
Shares. If a request from persons holding in aggregate 10% or more of our A Shares is
declined by our Board of Directors, such persons may request our Supervisory Committee
to convene the extraordinary shareholders’ general meeting, failing of which such persons
(if having held 10% or more of our A Shares for consecutive 90 days or more) may convene
the extraordinary shareholders’ general meeting on their own. However, holders of the
GDRs may not request an extraordinary shareholders’ general meeting. See “Terms and
Conditions of the Global Depositary Receipts.”

A notice for an annual shareholders’ general meeting shall be published at least 20 days

prior to the date of the meeting, and a notice for an extraordinary shareholders’ general
meeting shall be published at least 15 days prior to the date of the meeting.
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Our shareholders may attend shareholders’ general meetings in person or by proxy. Our
Articles of Association do not provide for a quorum for our shareholders’ general meeting.

The following matters must be approved by an ordinary resolution at a shareholders’
general meeting, which shall be passed by no less than half of the votes present at the
meeting:

. work reports of the Board of Directors and the Supervisory Committee;

. plans of profit distribution and loss recovery;

. appointment and dismissal of the members of the Board of Directors and the
Supervisory Committee, remuneration and payment methods thereof;

. our annual reports;

. profit distribution plans and loss recovery plans of the Company for deliberation and
approval;

. resolutions on the Company’s engagement and removal of an accounting firm;
. any related transactions with shareholders and any of their related persons;

. resolutions on the issue of bonds of the Company;

. guarantees under certain circumstances for deliberation and approval; and

. other matters other than those requiring approval by special resolutions in accordance
with laws, administrative regulations or the Articles of Association.

The following matters must be approved by an extraordinary resolution at a shareholders’
general meeting, which shall be passed by no less than two thirds of the votes present at

the meeting:

. increase or reduction of the registered capital of the Company or issue of shares of
any class, stock warrants or other similar securities;

. issuance of corporate bonds;

. division, spin-off, merger, dissolution, liquidation or change in the form of the
Company;

. amendments to the Articles of Association;

o share incentive scheme;
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. any purchase or disposal of material assets or giving of material guarantee, in each
case within one year in an aggregate amount exceeding 30% of the latest audited total
assets of the Company; and

. other matters as required by laws, administrative regulations or the Articles of
Association, or deemed by an ordinary resolution to be of a material impact to our
Company and required to be approved by an extraordinary resolution.

The following persons may make proposals to be included in the agenda of our
shareholders’ general meetings: (i) our Board of Directors; (ii) our Supervisory
Committee; and (iii) any persons holding in aggregate 3% or more of our A Shares.
However, holders of our GDRs are not entitled to introduce proposals to the agenda of our
shareholders’ general meetings. See “Terms and Conditions of the Global Depositary
Receipts.”

Rights to Dividends

We distribute dividends primarily in the form of cash, but may also distribute dividends in
the form of stock or a combination of cash and stock. Any proposed distribution of
dividends is subject to the discretion of the Board and the approval of the shareholders.
The Board may recommend a distribution of dividends in the future after taking into
account our Company’s results of operations, financial condition, operating requirements,
capital requirements, shareholders’ interests and any other conditions that the Board may
deem relevant.

According to the applicable PRC laws and our Articles of Association, we will pay
dividends out of our profit for the year/period (on an after tax basis) only after we have
made the following allocations:

. recovery of accumulated losses, if any;

. allocations to the statutory common reserve equivalent to 10% of our profits for the
year/period (on an after tax basis), and, except when the balance of the statutory
reserve reaches or exceeds 50% of our Company’s registered capital, no further
allocations to this statutory reserve will be required; and

. allocations, if any, to a discretionary reserve as approved by our shareholders in a
shareholders’ meeting.

Subject to the aforesaid allocations and restrictions, the remaining profit for the relevant
year/period (on an after tax basis) may be distributed as dividends to our shareholders in
accordance with their shareholding percentage. As set forth in our Articles of Association,
if we record a positive annual distributable profit and a positive accumulated undistributed
profit during the year, we shall distribute cash dividends, and the accumulated profits for
distribution in the financial year shall be no less than 25% of the distributable profit
realized for that year. If the Company’s year end asset liability ratio exceeds 60% or net
cash flows generated from operating activities is negative for the year, we may choose not
to distribute cash dividends.

See also “Dividends and Dividend Policy” and “Tax Considerations—PRC Tax
Considerations—Taxation on Dividends.”
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Other Rights of Shareholders

In addition to the aforesaid voting rights, rights relating to the shareholder’s general
meetings and rights to dividends, our shareholders shall enjoy the following rights:

. to supervise, and make recommendations or inquiries on, our operations;

. to transfer, gift or pledge their A Shares in accordance with laws, administrative
regulations and our Articles of Association;

. to inspect our Articles of Association, shareholders’ register, corporate bond stubs,
minutes of shareholders’ general meetings, resolutions of our Board of Directors,
resolutions of our Supervisory Committee, and financial and accounting reports;

. upon the dissolution or liquidation of our Company, to participate in the distribution
of the residual assets of our Company in proportion to the number of A Shares they
hold;

. to require our Company to buy back their A Shares if they voted against a resolution
passed at a shareholders’ general meeting concerning the merger or division of our

Company; and

. to enjoy other rights provided by laws, administrative regulations, departmental rules
or our Articles of Association.

Our shareholders do not have any pre-emptive rights with respect to our A Shares. Holders
of GDRs are not entitled to certain rights available to the holders of our A Shares described
above, such as inspection rights, rights to request a share buy-back or rights to bring
shareholder actions against us. Rights of the GDR holders will be based on the terms and
conditions of the Deposit Agreement. For a detailed description of the rights attached to
our GDRs, see “Terms and Conditions of the Global Depositary Receipts.”

Provisions Regarding Redemption of Shares

We may, in the following circumstances only, buy back our issued A Shares pursuant to
laws, administrative regulations, departmental rules and our Articles of Association:

(i) to reduce the registered capital of our Company;

(i) to merge with another company that holds A Shares in our Company;

(iii) to grant to employees as employee stock ownership plan or equity incentive plan;

(iv) from shareholders who voted against a resolution passed at a shareholders’ general
meeting on the merger or division of our Company and request our Company to buy
back their A Shares;

(v) for the purposes of converting convertible corporate bonds we issued; and

(vi) to safeguard our Company’s value and our shareholders’ rights and interests as we
deem necessary.
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Buyback of our A Shares in circumstances (i) and (ii) set out above shall be approved by
a resolution of a shareholders’ general meeting; buyback of our A Shares in circumstances
(ii1), (v) and (vi) set out above shall be approved by a resolution of our Board of Directors
with more than two thirds of the directors present at the Board meeting.

Where we buy back our issued A Shares, we shall (a) in circumstance (i) set out above,
cancel the relevant A Shares within ten days from the date of the buyback; (b) in
circumstances (ii) and (iv) set out above, we shall transfer or cancel the relevant A Shares
within six months from the date of the buyback; and (c) in circumstances (iii), (v) and (vi)
set out above, hold in aggregate no more than 10% of our total outstanding share capital
and shall transfer or cancel the relevant A Shares within three years from the date of the
buyback.

We may buy back our issued A Shares by any of the following ways:
. through public transactions on stock exchanges;

. through tender offers;

. by agreement without involving a stock exchange; and

. through other means as approved by the CSRC.

However, where we buy back our A Shares in circumstances (iii), (v) or (vi) set out above,
we shall do so through public transactions.

Restrictions on Free Transferability of Shares

Subject to the following restrictions and save as otherwise specified by the PRC laws,
administrative regulations, and relevant provisions of the securities regulatory authorities
at the places where our equity securities are listed, our A Shares may be transferred freely
and without any liens:

. we shall not accept our own Shares as the subject matter of a pledge;

. our Directors, Supervisors and senior management officers shall report to us their
shareholdings and any changes thereto, and shall not transfer more than 25% of the
Shares they hold each year during their terms of office; the Shares they hold in the
Company shall not be transferred within one year from the date that the Shares are
listed or within the six-month period following any termination of their
service/employment with our Company; and

. if a Director, Supervisor, senior management officer, or a shareholder holding 5% or
more of our Shares sells any Shares within six months after buying the same, or buys
any Shares within six months after selling the same, the profit realized therefrom
shall belong to the Company and the Board shall recover such earnings. However, this
six-month restriction shall not apply to any sale of Shares by a securities firm holding
5% or more of the Company’s Shares as a result of it having underwritten and
purchased Shares not sold pursuant to an offering, or to other circumstances as
prescribed by the CSRC.
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Rules Relating to Mandatory Takeover Bids and/or Squeeze-out and Sell-out in Relation
to Shares

Pursuant to the Measures for the Administration of Acquisition of Listed Companies
promulgated by the CSRC and last amended in March 2020 (the “PRC Takeover Rules”),
any person (the “offeror”) who holds, controls or beneficially owns 30% or more of the
shares in a company listed in the PRC (including our Company) and who wishes to further
acquire additional shares in the listed company must (unless a waiver is granted by the
CSRC or an exemption is available) do so through a tender offer to all other shareholders
of the listed company to purchase:

. all or a specified percentage of their shares in the listed company, if the offeror is a
direct shareholder of the listed company; or

. all their shares, if the offeror indirectly controls or holds the beneficial ownership of
its existing shares through investments, agreements or other arrangements.

The offeror shall notify the target company, publish a takeover alert, and prepare and
publish a tender offer report.

Pursuant to the PRC Takeover Rules, shares proposed to be purchased through a tender
offer shall be no less than 5% of the outstanding shares of the listed company. The offeror
shall treat all shareholders of the listed company equally, and the offer price shall be no
less than the highest price the offeror has paid for the acquisition of the shares in the same
listed company during the six months prior to its publication of the takeover alert. Unless
there is a competing tender offer to acquire the same listed company, the offer period shall
be no less than 30 days and no more than 60 days, during which the offeror may not cancel
the tender offer. The Offeror may not, after the publication of the takeover alert and up to
the expiry of the offer period, sell any shares in the listed company, or purchase any shares
in the listed company through any other means. Any competing tender offer to acquire the
same listed company must be made prior to the 15th day prior to the end of the offer
period. Unless there is a competing tender offer to acquire the same listed company, the
offeror may not change the terms of the tender offer during the last 15 days of the offer
period.

If an offeror cancels the proposed tender after the publication of a takeover alert and prior
to the publication of the tender offer report, such offeror may not acquire the same listed
company within the 12 months thereafter.

Any shareholder may indicate its acceptance of the tender offer during the offer period,
which may be withdrawn up to the third trading day prior to the end of the offer period.
The shareholder who has indicated its acceptance of the tender offer may not transfer its
shares unless such indication is withdrawn.
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Major Shareholder Transactions

Pursuant to Several Provisions on the Stock-selling by Shareholders, Directors,
Supervisors and Senior Management of Listed Companies promulgated by CSRC and
effective in May 2017 and the Notice on Promulgation of the Implementing Rules of the
Shenzhen Stock Exchange for the Sale of Shares by Shareholders, Directors, Supervisors
and Senior Executives of Listed Companies promulgated by Shenzhen Stock Exchange and
effective in May 2017, a major shareholder of a listed company who plans to sell stocks
through call auction on a stock exchange shall, 15 trading days prior to the initial sale,
report to the relevant stock exchange and disclose the stock-selling plan in advance, which
shall be recorded by the stock exchange. Within the time interval of stock-selling disclosed
in advance, a major shareholder shall disclose the progress of stock-selling in accordance
with the provisions of the relevant stock exchange. After the completion of the
implementation of the stock-selling plan, a major shareholder shall, within two trading
days, report to the relevant stock exchange and release an announcement; within the time
interval disclosed in advance, where stock-selling is not implemented or the stock-selling
plan has not been completely implemented, the major shareholder shall, within two trading
days upon expiration of the time interval of stock-selling, report to the relevant stock
exchange and release an announcement. The total stocks sold by a major shareholder of a
listed company through call auction on a stock exchange within three months shall not
exceed 1% of the total stocks of the company.

Where stocks are sold through transfer by agreement, leading to the loss of the transferor’s
status as a major shareholder of a listed company, the transferor and the transferee of the
stocks shall continue to abide by restrictions hereof within six months after the
stock-selling.

Where a major shareholder or a specific shareholder sells shares by way of bulk trading,
the total of shares sold in any consecutive 90 natural days shall not exceed 2% of the total
shares of the relevant company. The transferees involved in the aforesaid trading shall not
transfer the shares transferred to them within six months after the transfer.

Management Transactions

According to PRC laws and regulations, where there is any change in shareholding of the
Company by a Director, Supervisor, or senior management member of the Company, he or
she shall, within two trading days upon occurrence of the change, report to the Company
and make an announcement on the website of the Shenzhen Stock Exchange. Such
announcement shall include: (1) the number of shares in the Company held at the end of
the previous year; (2) the date, number, and transaction price of each change in
shareholding since the end of the previous year to the relevant change; (3) the number of
shares held before the relevant change; (4) the date, number, and transaction price of
shares involved in the relevant change; (5) the number of shares held after the relevant
change; and (6) other matters required to be disclosed by the Shenzhen Stock Exchange.

See also “SIX Swiss Exchange—Directive on Disclosure of Management Transactions.”
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Foreign Investment and Exchange Control Regulations in Switzerland

Other than in connection with government sanctions imposed on certain persons from the
Republic of Iraq, the Islamic Republic of Iran, Yemen, Libya, Sudan, the Republic of South
Sudan, Burundi, the Democratic Republic of Congo, Somalia, Guinea-Bissau, Syria,
Myanmar (Burma), Zimbabwe, Belarus, Guinea, the Democratic People’s Republic of
Korea (North Korea), the Central African Republic, the Republic of Mali, Venezuela,
Nicaragua, persons and organizations with connections to Osama bin Laden, the
“Al-Qaeda” group or the Taliban, and certain measures in connection with the prevention
of circumvention of international sanctions in connection with the situation in Ukraine,
there are currently no government laws, decrees or regulations in Switzerland that restrict
the export or import of capital, including, but not limited to, Swiss foreign exchange
controls on the payment of dividends, interest or liquidation proceeds, if any, to
non-resident holders of the Shares.
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The following terms and conditions, subject to completion and amendment and excepting
sentences in italics, will apply to the global depositary receipts and will be endorsed on
each global depositary receipt certificate.

The Global Depositary Receipts (i) offered and sold outside the United States (the
“Regulation S GDRs”) and (ii) offered and sold in the United States (the “Rule 144A
GDRs” and together with the Regulation S GDRs, the “GDRs”), are issued in respect of
the A shares, each having a par value of RMB1.00 (the “Shares”) of Lepu Medical
Technology (Beijing) Co., Ltd., a joint stock company established under the laws of the
People’s Republic of China with limited liability (the “Company”), with one GDR issued
in respect of five Shares, pursuant to and subject to the deposit agreement dated September
15 2022, and made between the Company and Deutsche Bank Trust Company Americas,
with its principal office at 1 Columbus Circle, New York, NY 10019, US, as depositary (the
“Depositary”) (such agreement, as amended from time to time, being hereinafter referred
to as the “Deposit Agreement”).

Pursuant to the provisions of the Deposit Agreement, the Depositary has appointed
Industrial and Commercial Bank of China Limited, as Custodian (as defined below) to
receive and hold on its behalf, as nominee, the Shares and any certificates issued in respect
of such Shares (the “Deposited Shares”) and all and any rights, interests and other
securities, property and cash deposited with the Custodian which are attributable to the
Deposited Shares (together with the Deposited Shares, the “Deposited Property”). The
Depositary shall hold Deposited Property for the benefit of the Holders (as defined below)
as bare trustee in proportion to the number of Shares in respect of which the GDRs held
by such Holder are issued. In these terms and conditions (the “Conditions”), references to
the “Depositary” are to Deutsche Bank Trust Company Americas, and/or any other
Depositary which may from time to time be appointed under the Deposit Agreement,
references to the “Custodian” are to Industrial and Commercial Bank of China Limited,
or any other Custodian from time to time appointed under the Deposit Agreement and
references to the “Main Office” mean, in relation to the Custodian, its office at No. 55
Fuxingmennei Street, Xicheng District, Beijing, 100140, PRC (or such other office as from
time to time may be designated by the Custodian or Custodians with the approval of the
Depositary).

References in these Conditions to the “Holder” of any GDR shall mean the person
registered as holder of any GDR on the books of the Depositary maintained for such
purpose (the “Register”). References in these Conditions to “Beneficial Owner” of any
GDR shall mean any person who is the beneficial owner of GDRs as determined in
accordance with Rule 13d-3 and Rule 13d-5 under the Exchange Act. These Conditions
include summaries of, and are subject to, the detailed provisions of the Deposit Agreement,
which includes the forms of the certificate in respect of the GDRs (each a “GDR
Certificate”). Copies of the Deposit Agreement are available for inspection at the
principal office of the Depositary and at the Main Office of the Custodian. Holders and
Beneficial Owners are deemed, by virtue of being a Holder or Beneficial Owner, to have
notice of and be subject to all of the applicable provisions of the Deposit Agreement, and
shall become bound by these Conditions and the Deposit Agreement upon becoming a
Holder or Beneficial Owner of GDRs. Terms used in these Conditions and not defined
herein but which are defined in the Deposit Agreement have the meanings ascribed to them
in the Deposit Agreement. Holders and Beneficial Owners of GDRs are not parties to
the Deposit Agreement which specifically disallows application of the Contracts
(Rights of Third Parties) Act 1999 (except as set out in Clauses 9.1 and 13.4 of the

-230 -



TERMS AND CONDITIONS OF THE GLOBAL DEPOSITARY RECEIPTS

Deposit Agreement) and thus, under English Law, have no contractual rights against,
or obligations to, the Company or the Depositary. However, the Deed Poll executed by
the Company in favour of the Holders provides that, if the Company fails to perform
the obligations imposed on it by certain specified provisions of the Deposit
Agreement, any Holder may enforce the relevant provisions of the Deposit Agreement
as if it were a party to the Deposit Agreement and were the “Depositary” in respect
of that number of Deposited Shares to which the GDRs of which he or she is the
Holder relate.

GDRs will initially take the form of global GDRs evidenced by one or more Master GDR
Certificates (each a “Master GDR Certificate”) registered (i) in the case of the Regulation
S GDRs, in the name of BT Globenet Nominees Limited, as nominee of Deutsche Bank AG,
London Branch, as common depository for Euroclear Bank S.A./N.V., as operator of the
Euroclear System (“Euroclear”) and Clearstream Banking, S.A. (“Clearstream”) and for
the account of accountholders in Euroclear or Clearstream and (ii) in the case of Rule
144A GDRs, in the name of Cede & Co., as nominee for The Depository Trust Company
(“DTC”) for the account of accountholders in DTC.

If at any time DTC, Euroclear or Clearstream, as the case may be, ceases to make its
respective book-entry settlement systems available for the GDRs, the Company and the
Depositary will attempt to make other arrangements for book-entry settlement. If
alternative book-entry settlement arrangements cannot be made, the Depositary will make
available GDR Certificates in definitive registered form.

Under the terms of the GDRs, each purchaser of GDRs is deemed to have represented and
agreed, among other things, that the GDRs have not been and will not be registered under
the Securities Act and may be offered, sold, pledged or otherwise transferred only in a
transaction exempt from, or not subject to, the registration requirements of the Securities
Act. Each GDR will contain a legend to the foregoing effect.

For a description of the restrictions on the transfer of the GDRs see “Selling and Transfer
Restrictions—Transfer Restrictions” and “Offering and Sale.”
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(@)

(b)

()

(d)

DEPOSIT OF SHARES AND OTHER SECURITIES

After the initial deposit of Shares in connection with the initial offering, unless
otherwise agreed by the Depositary and the Company and permitted by applicable
law, only the following may be deposited under the Deposit Agreement in respect of
such GDR:

(i) Shares issued as a dividend or free distribution on Deposited Shares pursuant to
Condition 5;

(ii) Shares subscribed for or acquired by Holders and Beneficial Owners from the
Company through the exercise of rights distributed by the Company to such
persons in respect of Deposited Shares pursuant to Condition 7;

(iii) securities issued by the Company to the Holders and Beneficial Owners in
respect of Deposited Shares as a result of any sub-division, consolidation or
other reclassification of Deposited Shares or otherwise pursuant to Condition 10.
References in these Conditions to “Deposited Shares” or “Shares” shall include
any such securities, where the context permits; and

(iv) (to the extent permitted by applicable law and regulation) any other Shares in
issue from time to time.

For so long as the Shares are held in dematerialised form and registered with the
China Securities Depository and Clearing Co., Ltd., which acts as the book-entry
securities registry system for securities of publicly traded companies in the PRC (the
“CSDC”), “Shares” to be delivered or deposited with the Custodian shall mean the
delivery or deposit of Shares to the account maintained by the Custodian at the CSDC
in the name of the Depositary.

The Depositary will issue GDRs in respect of Shares accepted for deposit under this
Condition. Under the Deposit Agreement, the Company must inform the Depositary
if any Shares issued by it which may be deposited under this Condition do not, by
reason of the date of issue or otherwise, rank pari passu in all respects with the other
Deposited Shares. Subject to the provisions of Conditions 5, 7 and 10, if the
Depositary accepts such Shares for deposit it will arrange for the issue of temporary
GDRs in respect of such Shares which will form a different class of GDRs from the
other GDRs until such time as the Shares which they represent become fully fungible
with the other Deposited Shares.

The Depositary will refuse to accept Shares for deposit whenever it is notified in
writing by the Company that the Company has restricted the transfer of such Shares
to comply with ownership restrictions under applicable PRC law or that such deposit
would result in any violation of any applicable PRC laws or governmental or stock
exchange regulations. The Depositary may also refuse to accept Shares for deposit in
certain other circumstances as set out in the Deposit Agreement.

Notwithstanding anything else contained in the Deposit Agreement to the contrary,
the Depositary shall not be required to accept for deposit or maintain on deposit with
the Custodian (a) any fractional Deposited Property, or (b) any number of Shares or
Deposited Property which, upon application of the ratio of Regulation S GDRs to
Deposited Property with respect to such Regulation S GDRs, or, upon application of
the ratio of Rule 144A GDRs to Deposited Property with respect to such Rule 144A
GDRs, would give rise to fractional GDRs.
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(e) No Shares shall be accepted for deposit unless accompanied by certifications and

)

agreements and other evidence, if and to the extent required by the Depositary, that
is satisfactory to the Depositary and the Custodian in their discretion that all
conditions to the making and acceptance (as the case may be) of such deposit and the
issuance of GDRs against such deposit have been satisfied under the laws and
regulations of the PRC and any necessary registration, filing, notification, permit,
license and approval has been made with or granted by any state authority in the PRC
(which may include an opinion of counsel reasonably satisfactory to the Depositary
provided at the cost of the person seeking to deposit Shares). The Company shall
notify the Depositary of any threshold or limit that restricts the number of GDRs that
can be issued or the number of Shares that can be deposited into a Facility, in each
case as required pursuant to the Constitutive Documents (as defined below) or any
applicable law, directive, regulation or permit (each such threshold or limit, a “GDR
Cap”) and shall instruct the Depositary not to accept for deposit hereunder any Shares
if such deposit would result in a GDR Cap being exceeded, specifying in such
instruction the maximum amount of Shares as may be accepted for deposit under the
applicable GDR Cap. The Company shall notify the Depositary on an ongoing basis
of any change in a GDR Cap, including as a result of any change in the number of
outstanding Shares and/or in the memorandum and Articles of Association of the
Company, as may be amended from time to time (the “Constitutive Documents”) or
any applicable law, directive, regulation or permit in relation to such GDR Cap.

Without limitation of the foregoing, the Depositary shall not knowingly accept for
deposit under the Deposit Agreement (a) any Shares or other Deposited Property
required to be registered pursuant to the provisions of the Securities Act, unless a
registration statement under the Securities Act is in effect as to such Shares or other
Deposited Property, (b) any Shares or Deposited Property the deposit of which would
violate any provisions of the Constitutive Documents, or (c) any Shares or Deposited
Property which, if accepted for deposit under the Deposit Agreement, exceed the
maximum amount as may be accepted for deposit under a GDR Cap, as communicated
to the Depositary by the Company in writing under Condition 1(e) above; provided
that neither the Company nor the Depositary nor any of their affiliates shall have any
liability to any Holder or Beneficial Owner in the event that the Depositary shall fail
to comply with the requirements of these sub-clauses (a), (b) and (c). For purposes of
the foregoing sentence, the Depositary shall be entitled to rely upon representations
and warranties made or deemed made pursuant to the Deposit Agreement and the
written instructions of the Company and shall not be required to make any further
investigation. The Depositary will (i) comply with written instructions of the
Company (received by the Depositary reasonably in advance), including any
instructions regarding any GDR Cap, not to accept for deposit hereunder any Shares
identified in such instructions at such times and under such circumstances as may
reasonably be specified in such instructions in order to facilitate the Company’s
compliance with the securities laws of any jurisdiction and/or any other applicable
law or regulation (including but not limited to any anti-money laundering and “know
your customer” requirements) and/or (ii) after prior consultation with the Company,
take such steps as the Depositary deems are necessary or desirable to remedy the
consequences of any applicable thresholds or limits being exceeded (including any
GDR Cap) and to comply with any such law, directive or regulation, including
without limitation, causing pro rata cancellation of GDRs and withdrawal of Shares
or other Deposited Property or selling or otherwise disposing of Shares underlying the
GDRs to the extent necessary or desirable to so comply with any such law, directive,
or regulation or permit (including, but not limited to, any GDR Cap). The Depositary
shall have no liability for any actions taken or not taken in accordance with this
Condition 1(f).
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()

(h)

(1)

€)

Holders and Beneficial Owners shall make all necessary notifications or filings and
shall obtain, maintain, extend or renew all necessary approvals to, with or from state
authorities in the PRC, and shall take all such other actions, as may be required to
remain at all times in compliance with applicable rules and regulations of the PRC.

In its capacity as Depositary, the Depositary shall not (and shall not instruct the
Custodian to) sell, convey, assign, lend or create any security interest over Shares or
other Deposited Property held hereunder or GDRs.

Each person depositing Shares pursuant to the Deposit Agreement shall be deemed
thereby to represent and warrant that (i) such Shares (and the certificates therefor) are
duly authorised, validly issued, fully paid, non-assessable, and legally obtained by
such person, (ii) all pre-emptive (and similar) rights with respect to such Shares have
been validly waived or exercised, (iii) the person making such deposit is duly
authorised so to do and has fulfilled all requirements of applicable law or regulation
with respect to the Shares or the deposit thereof against the issuance of GDRs, (iv)
the Shares presented for deposit are free and clear of any lien, encumbrance, security
interest, charge, mortgage or adverse claim, (v) the Shares presented for deposit have
not been stripped of any rights or entitlements, (vi) in the case of Shares to be
represented by Regulation S GDRs, the Shares presented for deposit are not
“restricted securities” (within the meaning of Rule 144), except in the case of a
deposit of Shares by affiliates of the Company contemplated by the terms of Clause
3.2(b)(ii)(b) of the Deposit Agreement, and the Regulation S GDRs delivered upon
issuance will not be “restricted securities” (within the meaning of Rule 144), (vii)
such Shares are not subject to any unfulfilled requirements of applicable law or
regulation, and (viii) except with respect to any deposit by an affiliate permitted in
the Deposit Agreement, such person is not and shall not become at any time while
such person holds GDRs or any beneficial interest therein, an affiliate of the
Company. Such representations and warranties shall survive the deposit and
withdrawal of Shares and the issuance and cancellation of GDRs in respect thereof
and the transfer of such GDRs. If any such representations or warranties are false in
any way, the Company and the Depositary shall be authorised, at the cost and expense
of the person depositing Shares, to take any and all actions necessary to correct the
consequences thereof. Each person depositing Shares, taking delivery of or
transferring GDRs or any beneficial interest therein, or surrendering GDRs or any
beneficial interest therein and withdrawing Shares under the Deposit Agreement shall
be deemed thereby to acknowledge that the GDR Certificates, the GDRs evidenced
thereby and the Shares represented thereby have not been and will not be registered
under the Securities Act, and may not be offered, sold, pledged or otherwise
transferred except in accordance with the restrictions on transfer set forth in the
Securities Act Legend, and such person shall be deemed thereby to represent and
warrant that such deposit, transfer or surrender or withdrawal complies with the
foregoing restrictions. Such representations and warranties shall survive any such
deposit, transfer or surrender and withdrawal of the Shares or the GDR Certificates
or any beneficial interest therein.

On and subject to these Conditions and the terms and conditions set out in the Deposit
Agreement and to the extent permitted by applicable law, the Depositary will accept
for deposit any Shares so deposited hereunder pursuant to this Condition 1 upon: (i)
delivery to the Custodian of Shares accompanied by such instruments and other
documents, if any, as are required for the transfer of the relevant Shares to the
Depositary or its nominees in each case by book-entry transfer to the Custodian
accompanied by any appropriate instrument or instruments of transfer or
endorsement, as set out in Clause 3.2(a) of the Deposit Agreement; (ii) physical or
electronic delivery to the Depositary of the applicable deposit certification; (iii)
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delivery of evidence satisfactory to the Depositary, acting reasonably, that all
conditions to such deposit have been satisfied by the person depositing such Shares
under PRC law and regulations; (iv) delivery of evidence satisfactory to the
Depositary, acting reasonably, that any necessary approval for such deposit has been
granted by any appropriate governmental agency in the PRC and in accordance with
the Constitutive Documents; (v) payment of necessary taxes, governmental charges
(including transfer taxes) and other charges as set forth in the Deposit Agreement and
fees, costs, expenses and other charges of the Depositary as set forth in Clause 13 of
the Deposit Agreement and Condition 16 hereof; (vi) delivery of a duly executed
notice containing instructions for delivery of a GDR Certificate at the specified office
of the Depositary or for crediting interests in a Master GDR to the account of a
specified participant in DTC, Clearstream, Luxembourg or Euroclear, as the case may
be; and (vii) compliance with such reasonable regulations, if any, as the Depositary
and the Company may establish consistent with the provisions of the Deposit
Agreement.

In the case of a deposit by a person other than the Company or an affiliate of the Company,
the relevant Regulation S or Rule 144A deposit certificate to be provided pursuant to the
Deposit Agreement certifies, among other things, that the person providing such certificate
is not an “affiliate” of the Company, and either (i) in the case of the Regulation S GDRs,
has acquired, or has agreed to acquire and will have acquired, the Shares to be deposited
in an “offshore transaction” (as defined in Regulation S) and will comply with the
restrictions on transfer applicable to Regulation S GDRs set forth under “Selling and
Transfer Restrictions.” or (ii) in the case of the Rule 144A GDRs, is a “Qualified
Institutional Buyer” (as defined in Rule 144A), and will comply with the restrictions on
transfer applicable to Rule 144A GDRs set forth under “Selling and Transfer
Restrictions.”

2. WITHDRAWAL OF DEPOSITED PROPERTY

(a) Subject as set out in this Condition 2, any Holder may request withdrawal of, and the
Depositary shall thereupon relinquish, the Deposited Property attributable to any
GDR upon production of such evidence that such person is the Holder of, and entitled
to, the relative GDR as the Depositary may reasonably require at the specified office
of the Depositary or any Agent accompanied by:

(i) a duly executed order (in a form approved by the Depositary) requesting the
Depositary to cause the Deposited Property being withdrawn to be delivered at
the Main Office of the Custodian, or (at the request, risk and expense of the
Holder and only if permitted by applicable law from time to time) at the
specified office from time to time of the Depositary or any Agent to, or to the
order in writing of, the person or persons designated in such order and a duly
executed and completed certificate substantially in the form set out in Schedule
3, Part C, to the Deposit Agreement (or an electronic certification through the
applicable clearing system in lieu of such executed certification) by or on behalf
of each person who will be the Beneficial Owner of the Deposited Property to
be delivered in respect of the Regulation S GDRs and Schedule 4, Part C, to the
Deposit Agreement (or an electronic certification through the applicable clearing
system in lieu of such executed certification) by or on behalf of each person who
will be the Beneficial Owner of the Deposited Property to be delivered in respect
of the Rule 144A GDRs (the certificates in Part C of Schedule 3 and Part C of
Schedule 4 may be modified in a manner not inconsistent with the provisions of
the Deposit Agreement as may be reasonably required by the Depositary in order
for the Depositary to perform its duties under the Deposit Agreement, or to
comply with any applicable law or with the rules and regulations of any
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(b)

(c)

securities exchange, market or automated quotation system upon which the
GDRs issued hereunder may be listed or to conform with any usage with respect
thereto or any book-entry system by which GDRs issued hereunder may be
transferred, or to indicate any special limitations or restrictions to which any
particular GDRs are subject by reason of the date of issuance of the underlying
Deposited Property or otherwise);

(i) the payment of such fees, taxes, duties, charges and expenses as may be required
under these Conditions or the Deposit Agreement; and

(ii1) the surrender (if appropriate) of GDR Certificates in definitive registered form
to which the Deposited Property being withdrawn is attributable.

GDR Certificates for withdrawn Deposited Shares will contain such legends, and
withdrawals of Deposited Shares may be subject to such transfer restrictions or
certifications, as the Company or the Depositary may from time to time determine to
be necessary for compliance with applicable laws.

The Company’s board of directors may in certain circumstances refuse to register the
transfer of Deposited Shares from the name of the Depositary or its nominee.

Upon production of such documentation and the making of such payment as aforesaid
in accordance with paragraph (a) of this Condition, the Depositary will direct the
Custodian by facsimile or SWIFT message, within a reasonable time after receiving
such direction from such Holder, to deliver at its specified office to, or to the order
in writing of, the person or persons designated in the accompanying order:

(i) a certificate for the relevant Deposited Shares, registered in the name of the
Depositary or its nominee and accompanied by such instruments of transfer in
blank or to the person or persons specified in the order for withdrawal and such
other documents, if any, as are required by law for the transfer thereof; and

(ii) all other property forming part of the Deposited Property attributable to such
GDR, accompanied, if required by law, by one or more duly executed
endorsements or instruments of transfer in respect thereof as aforesaid;

provided that the Depositary (at the request, risk and expense of any Holder so
surrendering a GDR):

(ii1) will direct the Custodian to deliver the certificates for, or other instruments of
title to, the relevant Deposited Shares and any document relative thereto and any
other documents referred to in sub-paragraph (c)(i) of this Condition (together
with any other property forming part of the Deposited Property which may be
held by the Custodian or its Agent and is attributable to such Deposited Shares);
and/or

(iv) will deliver any other property forming part of the Deposited Property which
may be held by the Depositary and is attributable to such GDR (accompanied by
such instruments of transfer in blank or to the person or persons specified in
such order and such other documents, if any, as are required by law for the
transfer thereto),

in each case to the specified office from time to time of the Depositary or, if any,

any Agent as designated by the surrendering Holder in such accompanying order
as aforesaid.
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(d)

(e

()

(2)

(h)

Delivery by the Depositary, any Agent and the Custodian of all certificates,
instruments, dividends or other property forming part of the Deposited Property as
specified in this Condition will be made subject to any laws or regulations applicable
thereto.

Subject as set out above, upon request by any Holder in accordance with this
Condition 2 for withdrawal of Deposited Property and upon compliance therewith, the
Depositary shall make (and forthwith notify the Custodian and the Company of) such
arrangements for delivery or collection thereof as soon as practicable to, or to the
order in writing of, the person or persons specified in the order for withdrawal,
provided that the Depositary shall not (except on the instruction of the Company)
make arrangements for such delivery or collection at any time the Register is closed.
For the avoidance of doubt, in the absence of any such notification from the
Company, the Depositary is not under any obligation to refuse delivery for any reason
and the Depositary shall not be liable for any loss, damage or other consequences
arising from any such delivery. The Depositary shall only be obliged to deliver Shares
or other Deposited Property to the extent that Shares or such other Deposited Property
are then held by the Custodian or the Depositary or by their respective agents
pursuant to the provisions of these Conditions.

Neither the Depositary nor the Custodian shall deliver Shares, by physical delivery,
book entry or otherwise (other than to the Company or its agent as contemplated by
Condition 1), or otherwise permit Shares to be withdrawn from the relevant GDR
facility, except upon the receipt and cancellation of GDRs or as set out in Condition
1(j). Notwithstanding the foregoing, each Holder or Beneficial Owner of GDRs
acknowledges that at any time the Company maintains an unrestricted depositary
receipt facility with respect to the Shares in the United States, each of the Depositary
and the Custodian may agree that, neither the Custodian nor the Depositary will make
any actual delivery of Shares to any Holder or Beneficial Owner at an address within
the United States.

The Depositary may refuse to deliver Deposited Property generally, or in one or more
localities, if such refusal is deemed necessary or desirable by the Depositary, in good
faith, at any time or from time to time because of any requirement of law or of any
government or governmental authority, body or commission, or under any provision
of these Conditions or for any other reason, and will ensure that the Deposited
Property comprises at least one Share until such time as all the GDRs are cancelled.

No surrender of GDR Certificates for the purpose of withdrawal of Deposited
Property shall be accepted unless accompanied by evidence satisfactory to the
Depositary that all necessary filings applicable to the Holder(s) or Beneficial
Owner(s) of the GDRs surrendered (if any) have been made and approvals have been
obtained (or in each case, have been properly waived) under the laws of the PRC.

The Depositary shall refuse to accept the surrender of GDR Certificates for the
purpose of withdrawal of Deposited Property within the 120 days following the date
of listing of the depositary receipts or such other period as is deemed necessary by
the Depositary to comply with the requirements of the Provisions on the Supervision
and Administration of Depository Receipts under the Stock Connect Scheme between
Domestic and Overseas Stock Exchanges published by the CSRC on 11 February
2022 (the “DR Provisions”).
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(i) Notwithstanding anything to the contrary in the Deposit Agreement or the Conditions,
the Depositary shall not knowingly accept any Rule 144A GDRs for cancellation and
withdrawal of the Deposited Property represented thereby if the recipient thereof has
instructed the deposit of such Deposited Property into any unrestricted depositary
receipt facility, unless the Depositary shall have received an opinion of counsel
satisfactory to it stating that the Deposited Property so withdrawn are not at such time
“restricted securities” within the meaning of Rule 144(a)(3) under the Securities Act.

3. TRANSFER AND OWNERSHIP; RESTRICTIONS ON OR SUSPENSION OF
TRANSFER

The GDRs are in registered form. Title to the GDRs passes by registration in the Register
and, accordingly, transfer of title to a GDR is effective only upon such registration. The
Depositary may refuse to accept for transfer any GDR in accordance with this Condition
3 and will refuse to accept for transfer any GDRs if it reasonably believes that such transfer
would result in either (i) a violation of applicable laws, or (ii) a person being required by
the Constitutive Documents or applicable law to make an offer to acquire all of the
outstanding Shares or GDRs of the Company, in which case the Depositary shall notify the
Company as soon as reasonably practicable and the Company reserves the right to instruct
the relevant Holder(s) and Beneficial Owner(s) to deliver their GDRs for cancellation and
withdrawal of the Deposited Property, so as to permit the Company to deal directly with
them as holders of Shares, and the Holders and Beneficial Owners agree to comply with
such instructions. The Holder of any GDR will (except as otherwise required by law) be
treated by the Depositary, the Custodian, each Agent and the Company as its beneficial
owner for all purposes (whether or not any payment or other distribution in respect of such
GDR is overdue and regardless of any notice of ownership, trust or any interest in it or any
writing on, or theft or loss of, any certificate issued in respect of it) and no person will be
liable for so treating the Holder.

The registration of transfer of GDRs may be refused during any period when the transfer
books of the Depositary, the Company or a Registrar are closed, or if any such action is
deemed necessary or advisable by the Company or the Depositary, in good faith, at any
time or from time to time because of any requirement of the Constitutive Documents,
applicable law, any government or governmental body or commission or any securities
exchange on which the GDRs or Shares are listed, or under any provision of the Deposit
Agreement, these Conditions or the provisions of, or governing, the Deposited Property, or
any meeting of shareholders of the Company or for any other reason.

The Company or the Depositary may also restrict certain transfers, close the Depositary’s
books to deposits, or take such steps as are necessary or desirable where such transfer or
deposit might result in exceeding certain limits applicable to the Shares or in certain other
instances, as set out in Conditions 28(d) and 1(h), respectively.

The Depositary will refuse to accept Shares for deposit to be represented by Rule 144A
GDRs, if it has been notified by the Company in writing that the Deposited Shares or any
depositary receipts corresponding to Shares are listed on a US national securities exchange
or quoted on a US automated inter-dealer quotation system unless accompanied by
evidence satisfactory to the Depositary that any such Shares are eligible for resale pursuant
to Rule 144 A under the Securities Act.
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For a description of further restrictions on the transfer of the GDRs see “Selling and
Transfer Restrictions.”

4. CASH DISTRIBUTIONS

Whenever the Depositary shall receive from the Company any cash dividend or other cash
distribution on or in respect of the Deposited Shares (including any amounts received in
the liquidation of the Company) or otherwise in connection with the Deposited Property
in a currency other than United States dollars, the Depositary, its Agent or Custodian shall
as soon as practicable convert the same into United States dollars in accordance with
Condition 8. The Depositary shall, if practicable in the opinion of the Depositary, give
notice to the Holders of its receipt of such payment in accordance with Condition 24,
specifying the amount per Deposited Share payable in respect of such dividend or
distribution and the date, determined by the Depositary, for transmission of such payment
to Holders and shall as soon as practicable distribute any such amounts to the Holders in
proportion to the number of Deposited Shares represented by the GDRs so held by them
respectively, subject to and in accordance with the provisions of Conditions 9 and 11,
provided that:

(i) if the Depositary is aware that any Deposited Shares are not entitled, by reason of the
date of issue or transfer or otherwise, to such full proportionate amount, the amount
so distributed to the relative Holders shall be adjusted accordingly; and

(i) the Depositary will distribute only such amounts of cash dividends and other
distributions as may be distributed without attributing to any GDR a fraction of the
lowest integral unit of currency in which the distribution is made by the Depositary
and any balance remaining shall be retained by the Depositary beneficially as an
additional fee under Condition 16(a)(iv) or (v), as the case may be.

5. DISTRIBUTIONS OF SHARES

Whenever the Depositary shall receive from the Company any distribution in respect of
Deposited Shares which consists of a dividend in, or free distribution or bonus issue of,
Shares, the Depositary shall cause to be distributed to the Holders entitled thereto, in
proportion to the number of Deposited Shares represented by the GDRs held by them
respectively, additional GDRs representing an aggregate number of Shares received
pursuant to such dividend or distribution by an increase in the number of GDRs evidenced
by the Master GDR or by an issue of certificates in definitive registered form in respect
of GDRs, according to the manner in which the Holders hold their GDRs; provided that,
if and in so far as the Depositary deems any such distribution to all or any Holders not to
be reasonably practicable (including, without limitation, owing to the fractions which
would otherwise result or to any requirement that the Company, the Custodian or the
Depositary withhold an amount on account of taxes or other governmental charges) or to
be unlawful, the Depositary shall sell such Shares so received (either by public or private
sale and otherwise at its discretion, subject to applicable laws and regulations) and
distribute the resulting net proceeds of such sale as a cash distribution pursuant to
Condition 4 to the Holders entitled thereto.
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6. DISTRIBUTIONS OTHER THAN IN CASH OR SHARES

Whenever the Depositary shall receive from the Company any dividend or distribution in
securities (other than Shares) or in other property (other than cash) on or in respect of the
Deposited Property, the Depositary shall distribute or cause to be distributed such
securities or other property to the Holders entitled thereto, in proportion to the number of
Deposited Shares represented by the GDRs held by them respectively, in any manner that
the Depositary may deem equitable and practicable for effecting such distribution;
provided that, if and in so far as the Depositary deems any such distribution to all or any
Holders not to be reasonably practicable (including, without limitation, due to the fractions
which would otherwise result or to any requirement that the Company, the Custodian or the
Depositary withhold an amount on account of taxes or other governmental charges) or to
be unlawful, the Depositary shall deal with the securities or property so received, or any
part thereof in such manner as the Depositary may determine to be equitable and
practicable, including, without limitation, by way of sale of the securities or property so
received, or any part thereof (either by public or private sale and otherwise at its
discretion, subject to applicable laws and regulations), and shall (in the case of a sale)
distribute the resulting net proceeds of such sale as a cash distribution pursuant to
Condition 4 to the Holders entitled thereto.

7. RIGHTS ISSUES

(a) If and whenever the Company announces its intention to make any offer or invitation
to the holders of Shares to subscribe for or to acquire Shares, securities or other assets
by way of rights, the Depositary shall as soon as practicable give notice to the Holders
in accordance with Condition 24 of such offer or invitation specifying, if applicable,
the earliest date established for acceptance thereof, the last date established for
acceptance thereof and the manner by which and time during which Holders may
request the Depositary to exercise such rights as provided below or, if such be the
case, specify details of how the Depositary proposes to distribute the rights or the
proceeds of any sale thereof. The Depositary will deal with such rights in the manner
described below:

(i) if, at its discretion, the Depositary shall be satisfied that it is lawful and
reasonably practicable and, to the extent that it is so satisfied, the Depositary
shall make arrangements whereby the Holders may, upon payment of the
subscription price in United States dollars or other relevant currency together
with such fees, taxes, duties, charges, costs and expenses as may be required
under the Deposit Agreement and completion of such undertakings, declarations,
certifications and other documents as the Depositary may reasonably require,
request the Depositary to exercise such rights on their behalf with respect to the
Deposited Shares and in the case of Shares so subscribed or acquired to
distribute them to the Holders entitled thereto by an increase in the numbers of
GDRs evidenced by the Master GDRs or an issue of certificates in definitive
registered form in respect of GDRs, according to the manner in which the
Holders hold their GDRs; or
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(b)

(©

(d)

(i1) if, at its discretion, the Depositary shall be satisfied that it is lawful and
reasonably practicable and to the extent that it is so satisfied, the Depositary
shall distribute such securities or other assets by way of rights or the rights
themselves to the Holders entitled thereto in proportion to the number of
Deposited Shares represented by the GDRs held by them respectively in such
manner as the Depositary may at its discretion determine; or

(ii1) if and in so far as the Depositary is not satisfied that any such arrangement and
distribution to all or any Holders is lawful and reasonably practicable (including,
without limitation, owing to the fractions which would otherwise result or to any
requirement that the Company, the Custodian or the Depositary withhold an
amount on account of taxes or other governmental charges) or is so satisfied that
it is unlawful, the Depositary will, provided that Holders have not taken up
rights through the Depositary as provided in (i) above, sell such rights (either by
public or private sale and otherwise at its discretion subject to applicable laws
and regulations and the Depositary shall, to the extent reasonably practicable,
consult the Company in relation to the manner and terms of any such sale prior
to such sale) and distribute the net proceeds of such sale as a cash distribution
pursuant to Condition 4 to the Holders entitled thereto, except to the extent
prohibited by applicable law.

If at the time of the offering of any rights, at its discretion, the Depositary shall be
satisfied that it is not lawful or practicable (for reasons outside its control) to dispose
of the rights in any manner provided in (i), (ii) or (iii) above the Depositary shall
permit the rights to lapse. In the absence of its own wilful default, bad faith or gross
negligence the Depositary will not be responsible for any failure to determine that it
may be lawful or practicable to make rights available to Holders or owners of GDRs
in general or to any Holder or owner of GDRs in particular.

The Company has agreed in the Deposit Agreement that it will, unless prohibited by
any applicable law or regulation, give its consent to, and, if requested, use its
reasonable endeavours (subject to the next paragraph) to facilitate any such
distribution, sale or subscription by the Depositary or the Holders, as the case may be,
pursuant to Conditions 5, 6, 7 or 10.

If the Company notifies the Depositary that registration is required in any jurisdiction
under any applicable law of the rights, securities or other property to be distributed
under Conditions 5, 6, 7 or 10 or the securities to which such rights relate, in order
for the Depositary to offer such rights or distribute such securities or other property
to the Holders or owners of GDRs and to sell the securities represented by such rights,
the Depositary will not offer such rights or distribute such securities or other property
to Holders or sell such rights unless and until the Company procures at the Company’s
expense, the receipt by the Depositary of an opinion from counsel satisfactory to the
Depositary that the necessary registration has been effected or that the offer and sale
of such rights, securities or property to Holders or beneficial owners of GDRs are
exempt from registration under the provisions of such law. Neither the Company nor
the Depositary shall be liable to register such rights, securities or other property or
the securities to which such rights relate and neither the Depositary nor the Company
shall be liable for any losses, damages or expenses resulting from any failure to do
so.
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8. CONVERSION OF FOREIGN CURRENCY

Whenever the Depositary shall receive any currency other than United States dollars by
way of dividend or other distribution or as the net proceeds from the sale of securities,
other property or rights, and if at the time of the receipt thereof the currency so received
can in the judgment of the Depositary be converted on a reasonable basis into United States
dollars and distributed to the Holders entitled thereto, the Depositary shall as soon as
practicable itself convert or cause to be converted by another bank or financial institution,
by sale or in any other manner that it may determine, the currency so received into United
States dollars. If such conversion or distribution can be effected only with the approval or
licence of any government or agency thereof, the Depositary, with the assistance of the
Company, shall make reasonable efforts to apply, or procure that an application be made,
for such approval or licence, if any, as it may consider desirable. If at any time the
Depositary shall determine that in its judgment any currency other than United States
dollars is not convertible on a reasonable basis into United States dollars and distributable
to the Holders entitled thereto, or if any approval or licence of any government or agency
thereof which is required for such conversion is denied or, in the opinion of the Depositary,
is not obtainable, or if any such approval or licence is not obtained within a reasonable
period as determined by the Depositary, the Depositary may distribute such other currency
received by it (or an appropriate document evidencing the right to receive such other
currency) to the Holders entitled thereto to the extent permitted under applicable law, or
the Depositary may in its discretion hold such other currency (without liability to any
person for interest thereon) for the benefit of the Holders entitled thereto. If any
conversion of any such currency can be effected in whole or in part for distribution to some
(but not all) Holders entitled thereto, the Depositary may in its absolute discretion make
such conversion and distribution in United States dollars to the extent possible to the
Holders entitled thereto and may distribute the balance of such other currency received by
the Depositary to, or hold such balance on non-interest bearing accounts for the account
of, the Holders entitled thereto and notify the Holders accordingly.

9. DISTRIBUTION OF ANY PAYMENTS

(a) Any distribution of cash under Conditions 5, 6, 7 or 10 will be made by the
Depositary to those Holders who are Holders of record on the record date established
by the Depositary for that purpose (which shall be the same date as the corresponding
record date set by the Company or as near as practicable to any record date set by the
Company) for that purpose and, if practicable in the opinion of the Depositary, notice
shall be given promptly to Holders in accordance with Condition 24, in each case
subject to any laws or regulations applicable thereto and (subject to the provisions of
Condition 8) distributions will be made in United States dollars by cheque drawn
upon a bank in New York City or, in the case of the Master GDR, according to usual
practice between the Depositary and DTC, Clearstream Banking, S.A.
(“Clearstream, Luxembourg”) or Euroclear Bank S.A./N.V. (“Euroclear”), as the
case may be. The Depositary or the Agent, as the case may be, may deduct and retain
from all moneys due in respect of such GDR in accordance with the Deposit
Agreement all fees, taxes, duties, charges, costs and expenses which may become or
have become payable under the Deposit Agreement or under applicable law in respect
of such GDR or the relevant Deposited Property.
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(b) Delivery of any securities or other property or rights other than cash shall be made
as soon as practicable to the entitled Holder on the record date established by the
Depositary for that purpose (which shall be the same date as the corresponding record
dates set by the Company or as near as practicable thereto), subject to any laws or
regulations applicable thereto. If any distribution of cash or other property made by
the Company with respect to the Deposited Property and received by the Depositary
shall remain unclaimed at the end of 12 years from the first date upon which such
distribution is made available to Holders in accordance with the Deposit Agreement,
all rights of the Holders to such distribution or the proceeds of the sale thereof shall
be extinguished and the Depositary shall (except for any distribution upon the
liquidation of the Company, which remains unclaimed for such period as aforesaid,
when the Depositary shall retain the same) return the same to the Company for its
own use and benefit.

10. CAPITAL REORGANISATION

Upon any sub-division, consolidation or other reclassification of Deposited Shares or any
other part of the Deposited Property or upon any reduction of capital or upon any takeovers
reorganisation, merger or consolidation of the Company or to which it is a party (except
where the Company is the continuing corporation), the Depositary shall as soon as
practicable give notice of such event to the Holders in accordance with Condition 24 and,
at its discretion, may treat such event as a distribution and comply with the relevant
provisions of Conditions 5, 6, and 9 with respect thereto or may execute and deliver
additional GDRs in respect of Shares or may call for the surrender of outstanding GDRs
to be exchanged for new GDRs which reflect the effect of such change or to be stamped
in the appropriate manner so as to indicate the new number of Shares and/or the new
securities evidenced by such outstanding GDRs or may adopt more than one of these
courses of action.

11. TAXATION AND APPLICABLE LAWS

(a) Payments to Holders of dividends or other distributions or payments made to Holders
on or in respect of the Deposited Shares will be subject to deduction of PRC and other
withholding taxes, if any, at the applicable rates. In making such deductions, the
Company shall have no obligation to any Holder to apply a rate under any treaty or
other arrangement in effect between the PRC and the country within which the
Beneficial Owner of GDRs is resident.

(b) If any governmental or administrative authorisation, consent, registration or permit or
any report to any governmental or administrative authority is required under any
applicable law in the PRC in order for the Depositary to receive from the Company
Shares or other rights, securities, property and cash to be deposited under the
Conditions or in order for Shares, other securities or other property and cash to be
distributed or otherwise dealt with under Conditions 5, 6, or 10 or to be subscribed
under Condition 7 or to offer any rights or sell any securities represented by such
rights relevant to any Deposited Shares, the Company, to the extent permitted by
applicable law, shall apply for such authorisation, consent, registration or permit or
file such report on behalf of the Holders within the time required under such law. In
this connection, the Company has undertaken in the Deposit Agreement, to the extent
reasonably practicable and does not involve unreasonable expense to the Company, to
take such action as may be required in obtaining or filing the same. The Depositary
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(©)

shall not distribute the GDRs, Shares, other securities or other property or cash to be
deposited under the Conditions or make any offer of any such rights or sell any
securities represented by any such rights with respect to which it has been informed
in writing that such authorisation, consent, registration or permit or such report has
not been obtained or filed, as the case may be, and shall have no duties to obtain (but
shall, where assistance is reasonably requested by the Company and such assistance
does not require the Depositary to take any action in a capacity other than its capacity
as Depositary, at the expense of the Company, make reasonable endeavours to assist
the Company to obtain) any such authorisation, consent, registration or permit or to
file any such report except in circumstances where the same may only be obtained or
filed by the Depositary, at the expense of the Company, without, in the opinion of the
Depositary, unreasonable burden.

IN PERFORMING ITS OBLIGATIONS UNDER THE DEPOSIT AGREEMENT
AND THESE CONDITIONS, THE DEPOSITARY IS ACTING AS AGENT ON
BEHALF OF THE COMPANY. BY VIRTUE OF ITS OWNERSHIP OF ANY
GDR OR DEPOSIT OF ANY DEPOSITED PROPERTY, EACH HOLDER AND
BENEFICIAL OWNER SHALL BE DEEMED TO ACCEPT (BY VIRTUE OF
HIS OR HER OWNERSHIP OR DEPOSIT, AS THE CASE MAY BE) THAT, IF
ANY PRESENT OR FUTURE TAX OR OTHER GOVERNMENTAL CHARGE
SHALL BECOME PAYABLE BY THE DEPOSITARY OR THE CUSTODIAN
WITH RESPECT TO ANY GDR OR ANY DEPOSITED PROPERTY, SUCH
TAX OR OTHER GOVERNMENTAL CHARGE SHALL BE PAYABLE BY THE
HOLDERS AND BENEFICIAL OWNERS TO THE DEPOSITARY AND SUCH
HOLDERS AND BENEFICIAL OWNERS SHALL BE DEEMED LIABLE
THEREFOR AND COVENANT TO PAY THE DEPOSITARY AN AMOUNT
EQUAL TO ANY SUCH LIABILITY SUFFERED OR INCURRED BY THE
DEPOSITARY. THE DEPOSITARY SHALL NOT INCUR ANY LIABILITY
FOR ANY TAX CONSEQUENCES THAT MAY BE INCURRED BY HOLDERS
AND BENEFICIAL OWNERS ON ACCOUNT OF THEIR OWNERSHIP OF
THE GDRS, INCLUDING WITHOUT LIMITATION, TAX CONSEQUENCES
RESULTING FROM THE COMPANY BEING TREATED AS A “PASSIVE
FOREIGN INVESTMENT COMPANY” (AS DEFINED IN THE U.S.
INTERNAL REVENUE CODE OF 1986, AS AMENDED FROM TIME TO
TIME, AND THE REGULATIONS ISSUED THEREUNDER) OR OTHERWISE.
BY VIRTUE OF ITS OWNERSHIP OF ANY GDR OR DEPOSIT OF ANY
DEPOSITED PROPERTY, EACH HOLDER AND BENEFICIAL OWNER
SHALL BE DEEMED TO AGREE TO INDEMNIFY THE DEPOSITARY, THE
COMPANY, THE CUSTODIAN AND ANY OF THEIR RESPECTIVE
DIRECTORS, EMPLOYEES, AGENTS AND AFFILIATES AGAINST, AND
HOLD EACH OF THEM HARMLESS FROM, ANY CLAIMS BY ANY
GOVERNMENTAL AUTHORITY WITH RESPECT TO TAXES, ADDITIONS
TO TAX, PENALTIES OR INTEREST ARISING OUT OF ANY REFUND OF
TAXES, REDUCED RATE OF WITHHOLDING AT SOURCE OR OTHER TAX
BENEFIT OBTAINED. THE DEPOSITARY IS UNDER NO OBLIGATION TO
PROVIDE THE HOLDERS AND BENEFICIAL OWNERS WITH ANY
INFORMATION ABOUT THE TAX STATUS OF THE COMPANY. NONE OF
THE DEPOSITARY, THE CUSTODIAN OR THE COMPANY SHALL BE
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(d)

12.

LIABLE FOR THE FAILURE BY ANY HOLDER OR BENEFICIAL OWNER
TO OBTAIN THE BENEFITS OF CREDITS ON THE BASIS OF NON U.S. TAX
PAID AGAINST SUCH HOLDER’S OR BENEFICIAL OWNER’S INCOME
TAX LIABILITY.

Unless otherwise required by law, all payments to the Depositary under Condition
11(c) shall be paid without set-off or counterclaim, and free and clear of and without
deduction or withholding for or on account of, any present or future taxes, levies,
imports, duties, fees, assessments or other charges of whatever nature, imposed by the
PRC or by any department, agency or other political subdivision or taxing authority
thereof or therein and all interest, penalties or similar liabilities with respect thereto
(“Taxes™). If any Taxes are required by law to be deducted or withheld in connection
with any such payment, the payor will increase the amount paid so that the full
amount of such payment is received and retained by the Depositary as if no such
deduction or withholding had been made. In addition, the relevant payor agrees to
indemnify and hold the Depositary harmless against any Taxes which it is required to
pay in respect of any amount paid by the payor under Condition 11(c).

VOTING RIGHTS

The Depositary will exercise the voting rights attached to Deposited Shares only in
accordance with this Condition 12 and the Deposit Agreement.

(a)

The Company will notify the Depositary of any meeting at which the holders of
Shares or other Deposited Properties are entitled to vote, or of solicitation of consents
or proxies from holders of Shares or other Deposited Property, and the Depositary
shall fix the record date in respect of such meeting or solicitation of consent or proxy.
As soon as practicable after receipt from the Company of such notice, the Depositary
shall, if requested by the Company in writing and at the Company’s expense and
provided no U.S. legal prohibitions, Swiss legal prohibitions (including, without
limitation, the listing rules and other rules and regulations applicable to issuers with
securities listed on SIX Swiss Exchange Ltd (“SIX Swiss Exchange”) in accordance
with its Standard for Depository Receipts) or PRC legal prohibitions against such
action exist, mail by regular, ordinary mail delivery (or by electronic mail or as
otherwise may be agreed between the Company and the Depositary in writing from
time to time) or otherwise, distribute to Holders as of the record date: (a) such notice
of meeting or solicitation of consent or proxy, (b) a statement that the Holders at the
close of business in New York on a specified record date will be entitled, subject to
any applicable law, the provisions of the Deposit Agreement, the Constitutive
Documents and the provisions of or governing the Deposited Property (which
provisions, if any, shall be summarised in pertinent part by the Company), to instruct
the Depositary as to the exercise of the voting rights, if any, pertaining to the Shares
or other Deposited Property represented by such Holder’s GDRs, and (c) a brief
statement as to the manner in which such voting instructions may be given. Voting
instructions may be given only in respect of a number of GDRs representing an
integral number of Shares or other Deposited Property. The Company may, in
accordance with Condition 28(b), instruct the Depositary by notice in writing as to the
suspension of voting rights, if any, pertaining to the Shares or other Deposited
Property relating to a Holder’s GDRs, and the Depositary shall not vote nor cause the
Custodian to vote (and the Holder shall be deemed to have instructed the Depositary
not to vote) any Shares or Deposited Property in relation to which such an instruction
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is received. Subject to the foregoing, upon the timely receipt from a Holder of GDRs
as of the record date of voting instructions in the manner specified by the Depositary,
the Depositary shall use its reasonable endeavours, insofar as practicable and
permitted under applicable law, the provisions of these Conditions, the Constitutive
Documents and the provisions of the Deposited Property, to vote or cause the
Custodian to vote the Shares and/or other Deposited Property (in person or by proxy)
represented by such Holder’s GDRs in accordance with such instructions.

Neither the Depositary nor the Custodian shall, under any circumstances, exercise any
discretion as to voting, vote any number of Shares other than an integral number
thereof or vote Shares in a manner that would be inconsistent with any applicable law,
and neither the Depositary nor the Custodian shall vote or attempt to exercise the
right to vote or in any way make use of for purposes of establishing a quorum or
otherwise the Shares or other Deposited Property represented by GDRs except
pursuant to and in accordance with instructions from Holders. Moreover, neither the
Depositary nor the Custodian shall, on behalf of, or at the initiative of, a Holder of
a GDR, introduce proposals for the agenda of the Company’s shareholders meeting,
request that a meeting of holders of Shares be called or nominate candidates for the
Company’s board of directors without first receiving written consent from the
Company to do so. Notwithstanding the timely receipt from a Holder of GDRs as of
the GDR record date of voting instructions, if such voting instructions fail to specify
the manner in which the Depositary is to vote the Deposited Property represented by
such Holder’s GDRs, the Depositary will deem such Holder to have instructed the
Depositary not to vote the Deposited Property with respect to the items for which the
Holder has failed to specify the manner in which the Depositary is to vote. Deposited
Property represented by GDRs for which no specific voting instructions are received
by the Depositary from the Holder shall not be voted.

The Company agrees to provide timely notice to the Depositary which will enable the
timely notification of Holders as to any change in its Constitutive Documents
resulting in limitations on the ability of the Depositary to vote a particular GDR
according to the voting instructions received in regard to such GDR.

Notwithstanding anything else contained in the Deposit Agreement, the Depositary
shall not have any obligation to take any action with respect to any meeting, or
solicitation of consents or proxies, of holders of Deposited Property if the taking of
such action would violate U.S. legal prohibitions, Swiss legal prohibitions (including,
without limitation, the listing rules and other rules and regulations applicable to
issuers with securities listed on SIX Swiss Exchange in accordance with its Standard
for Depository Receipts) or PRC legal prohibitions. The Company agrees that it shall
not, except to the extent necessary (upon the advice of PRC legal counsel of reputable
standing) to comply with applicable law in the PRC, establish internal procedures that
would prevent the Depositary from complying with, or that are inconsistent with, the
terms and conditions of Clause 7 of the Deposit Agreement.

By continuing to hold GDRs, all Holders shall be deemed to have agreed to the

provisions of Clause 7 of the Deposit Agreement as it may be amended from time to
time in order to comply with applicable law.
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13. DOCUMENTS TO BE FURNISHED, RECOVERY OF TAXES, DUTIES AND
OTHER CHARGES

The Depositary shall not be liable for any taxes, duties, charges, costs or expenses which
may become payable in respect of the Deposited Shares or other Deposited Property or the
GDRs, whether under any present or future fiscal or other laws or regulations, and such
part thereof as is proportionate or referable to a GDR shall be payable by the Holder
thereof to the Depositary at any time on request or may be deducted from any amount due
or becoming due on such GDR in respect of any dividend or other distribution. In default
thereof, the Depositary may, for the account of the Holder, discharge the same out of the
proceeds of sale on any stock exchange on which the shares may from time to time be
listed and subject to PRC law and regulations, of an appropriate number of Deposited
Shares (being an integral multiple of the number of Shares in respect of which a single
GDR is issued) or other Deposited Property and subsequently pay any surplus to the
Holder. Any such request shall be made by giving notice pursuant to Condition 24.

14. LIABILITY

(a) In acting hereunder, the Depositary shall have only those duties, obligations and
responsibilities expressly specified in the Deposit Agreement and these Conditions
and, other than holding the Deposited Property for the benefit of Holders as bare
trustee, does not assume any relationship of trust for or with the Holders or the
owners of GDRs.

(b) None of the Depositary, the Custodian, the Company, nor any of their respective
affiliates, agents, officers, directors or employees nor any Agent shall be obliged to
do or perform any act which is inconsistent with the provisions of the Deposit
Agreement or these Conditions or shall incur any liability to any other of them or to
any Holder or Beneficial Owner of a GDR or any other person (i) if, by reason of any
provision of any present or future law or regulation of the United States, or any state
thereof, Switzerland, the PRC or any other country or of any relevant governmental
authority or regulatory authority or stock exchange, or on account of the possible
criminal or civil penalties or restraint, or by reason of the interpretation or application
of any such present or future law or regulation or any change therein or by reason of
act of God or war or any other circumstances beyond its control (including without
limitation, nationalisation, expropriation, currency restrictions, work stoppages,
strikes, civil unrest, revolutions, rebellions, explosions and computer failure) or, in
the case of the Depositary, the Custodian, any Agent or any of their respective
affiliates, agents, officers, directors or employees or any Agent, by reason of any
provision, present or future, of the Constitutive Documents, any of them shall be
prevented, delayed or forbidden from doing or performing any act or thing which the
terms of the Deposit Agreement or these Conditions provide shall or may be done or
performed; (ii) by reason of any exercise of, or failure to exercise, any discretion
provided for in the Deposit Agreement, the Conditions or in the Constitutive
Documents or provisions of or governing Deposited Property; (iii) for any action or
inaction in reliance upon the advice or information from legal counsel, accountants,
any person presenting Shares for deposit, any Holder, any Beneficial Owner or
authorised representative thereof, or any other person believed by it in good faith to
be competent to give such advice or information; (iv) for any consequential or
punitive damages for any breach of the terms of the Deposit Agreement or these
Conditions; or (v) for the inability by a Holder or Beneficial Owner of a GDR to
benefit from any distribution, offering, right or other benefit which is made available
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(d)

(e

to holders of Deposited Property but is not, under the terms of the Deposit Agreement,
made available to Holders of GDRs. None of them shall incur any liability to any
Holder, owner of a GDR or person with an interest in a GDR for any non-performance
or delay in performance, caused by reason of any exercise of, or failure to exercise
any voting rights attached to the Deposited Shares or any failure to carry out any
instructions to vote any of the Deposited Shares. Any such party may rely on (without
further enquiry), and shall be protected in acting upon, any written notice, request,
direction or other document believed by it to be genuine and to have been duly signed
or presented (including a translation which is made by a translator believed by it to
be competent or which appears to be authentic). The Depositary and its agents
(including, without limitation, any Agent) shall not be liable for any acts or omissions
made by a successor depositary whether in connection with a previous act or omission
of the Depositary or in connection with any matter arising wholly after the removal
or resignation of the Depositary, provided that, in connection with the issue out of
which such potential liability arises, the Depositary performed its obligations without
gross negligence, bad faith or wilful default while it acted as Depositary.

None of the Depositary, the Custodian nor any Agent shall be liable (except for its
own wilful default, bad faith or gross negligence or that of its agents, officers,
directors or employees) to the Company or any Holder or owner of a GDR or any
other person, by reason of having accepted as valid or not having rejected any
document relating to Shares or GDRs or any signature on any transfer or instruction
purporting to be such and subsequently found to be forged or not authentic or for its
failure to perform any obligations under the Deposit Agreement or these Conditions.

The Depositary and each of its Agents (and any holding, subsidiary or associated
company of the Depositary), may engage or be interested in any financial or other
business transactions with the Company or any of its subsidiaries or affiliates or in
relation to the Deposited Property (including, without prejudice to the generality of
the foregoing, the conversion of any part of the Deposited Property from one currency
to another), may at any time hold or be interested in GDRs for its own account, and
shall be entitled to charge and be paid all usual fees, commission and other charges
for business transacted and acts done by it as a bank or in any other capacity, and not
in the capacity of Depositary, in relation to matters arising under the Deposit
Agreement (including, without prejudice to the generality of the foregoing, charges
on the conversion of any part of the Deposited Property from one currency to another
and on any sales of property) without accounting to Holders or Beneficial Owners of
GDRs or a person with an interest in a GDR, or any other person for any profit arising
therefrom.

The Depositary shall endeavour to effect any such sale as is referred to or
contemplated in Conditions 5, 6, 7, 10, 13 or 22 or any such conversion as is referred
to in Condition 8 in accordance with the Depositary’s normal practices and
procedures, but shall have no liability (in the absence of its own wilful default, bad
faith or gross negligence or that of its officers, directors or employees or agents) with
respect to the terms of such sale or conversion or if such sale or conversion shall not
be reasonably practicable. In the absence of its own wilful default, bad faith or gross
negligence (or that of its officers, directors or employees or agents) the Depositary
will not be responsible for any failure to determine that it may be lawful or
practicable to make rights available to Holders in general or to any Holder in
particular pursuant to Condition 7.
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The Depositary shall not be required or obliged to monitor, supervise or enforce the
observance and performance by the Company of its obligations under or in
connection with the Deposit Agreement or these Conditions. The Depositary shall not
incur any liability for any failure to determine that any distribution or action may be
lawful or reasonably practicable, for the content of any information submitted to it by
the Company for distribution to the Holders or for any inaccuracy of any translation
thereof, for any investment risk associated with acquiring an interest in the Deposited
Property, for the validity or worth of the Deposited Property or for any tax
consequences that may result from the ownership of GDRs, Shares or Deposited
Property, for the creditworthiness of any third party, for allowing any rights to lapse
upon the terms of the Deposit Agreement or for the failure or timeliness of any notice
from the Company, or for any action or non action by it in reliance upon the opinion,
advice of or information from legal counsel, accountants, any person presenting
Shares for deposit, any Holder or any other person believed by it in good faith to be
competent to give such advice or information.

Neither the Company nor the Depositary shall, subject to all applicable laws, have
any responsibility whatsoever to the other party hereto, any Holder or any owner of
GDRs or a person with an interest in a GDR as regards any deficiency which might
arise because the Depositary is subject to any tax in respect of the Deposited Property
or any part thereof or any income therefrom or any proceeds thereof.

In connection with any proposed modification, waiver, authorisation or determination
permitted by the terms of the Deposit Agreement, the Depositary shall not, except as
otherwise expressly provided in Condition 23, be obliged to have regard to the
consequence thereof for the Holders or Beneficial Owners of GDRs or any other
person.

Notwithstanding anything else contained in the Deposit Agreement or these
Conditions, the Depositary may refrain from doing anything which could or might, in
its reasonable opinion, be contrary to any law of any jurisdiction or any directive or
regulation of any agency or state or which would or might otherwise render it liable
to any person and the Depositary may do anything which is, in its reasonable opinion,
necessary to comply with any such law, directive or regulation.

Subject only to the provisions of Conditions 1(e) and 2(h), the Depositary shall be
under no obligation to check, monitor or enforce compliance with any ownership
restrictions in respect of GDRs or Shares under any applicable law as the same may
be amended from time to time.

Notwithstanding any other provision of the Deposit Agreement, the Constitutive
Documents and applicable law, each Holder and Beneficial Owner agrees to be bound
by and subject to applicable provisions of PRC laws, the Constitutive Documents and
the requirements of any markets or exchanges upon which the Shares or GDRs are
listed or traded, or pursuant to any requirements of any electronic book-entry system
by which the Shares or GDRs may be transferred, to the same extent as if such Holder
and Beneficial Owner held Shares directly.
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The Depositary, the Custodian and their respective affiliates and agents (including,
without limitation, any Agent) may, in relation to the Deposit Agreement and these
Conditions, act or take no action on the advice or opinion of, or any certificate or
information obtained from, any lawyer, valuer, accountant, banker, broker, securities
company or other expert whether obtained by the Company, the Depositary or
otherwise and shall not be responsible or liable for any loss or liability occasioned by
so acting or refraining from acting or relying on information from persons presenting
Shares for deposit or GDRs for surrender or requesting transfer thereof. Any such
advice, opinion, certificate or information may be sent or obtained by letter or
facsimile transmission, and none of the Depositary, the Custodian and their respective
affiliates and agents (including, without limitation, any Agent) shall be liable for
acting on any advice, opinion, certificate or information purported to be conveyed by
any such letter or facsimile transmission, whether or not liability in relation thereto
is limited by reference to a monetary cap, methodology or otherwise, although
(without the Depositary’s actual knowledge) the same shall contain some error or
shall not be authenticated.

The Depositary may call for and shall be at liberty to accept as sufficient evidence of
any fact or matter or the expediency of any transaction or thing, a certificate, letter
or other communication, whether oral or written, signed or otherwise communicated
on behalf of the Company by any member of the board of directors of the Company
or by a person reasonably believed to have been duly authorised by the board of
directors of the Company or such other certificate from persons specified in
Condition 14(j) which the Depositary considers appropriate and the Depositary shall
not be bound in any such case to call for further evidence of or be responsible for any
loss or liability that may be occasioned by the Depositary acting on such certificate.

Notwithstanding anything to the contrary contained in the Deposit Agreement or
these Conditions, the Depositary shall not be liable in respect of any loss or damage
which arises out of or in connection with the performance or non-performance of or
the exercise or attempted exercise of, or the failure to exercise, any of its powers or
discretions under the Deposit Agreement, except to the extent that such loss or
damage arises from its own wilful default, bad faith or gross negligence or that of its
officers, directors or employees.

No provision of the Deposit Agreement or these Conditions shall require the
Depositary to expend or risk its own funds or otherwise incur any financial liability
in the performance of any of its duties, or in the exercise of any of its rights or
powers, if it shall have reasonable grounds for believing that repayment of such funds
or adequate indemnity or security against such risk of liability is not assured to it.

Subject to applicable law, the Depositary may, in the performance of its obligations
hereunder instead of acting personally, employ and pay an agent, whether a lawyer or
other person, including obtaining an opinion of legal advisers in form and substance
satisfactory to it (such opinion to be obtained at the expense of the Company where
agreed in the Deposit Agreement), to transact or concur in transacting any business
and do or concur in doing all acts required to be done by such party, including the
receipt and payment of money. Subject to applicable law, the Depositary shall not be
liable to anyone for any misconduct or omission by any such agent so employed by
it or be bound to supervise the proceedings or acts of any such agent, provided that
it has exercised reasonable care in the selection of any such agent.
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The Depositary may, subject to applicable law, having given prior notification to the
Company, delegate by power of attorney or otherwise to any person or persons or
fluctuating body of persons, whether being a joint Depositary of these Conditions or
not and not being a person to whom the Company may reasonably object, all or any
of the powers, authorities and discretions vested in the Depositary by these
Conditions and such delegation may be made upon such terms and subject to such
conditions, including power to sub-delegate and subject to such regulations as the
Depositary may in the interest of the Holders think fit, provided that no objection
from the Company to any such delegation as aforesaid may be made to a person
whose financial statements are consolidated with those of the Depositary’s ultimate
holding company. Any delegation by the Depositary shall be on the basis that the
Depositary is acting on behalf of the Holders and the Company in making such
delegation. The Company shall not in any circumstances and the Depositary shall not
(provided that it shall have exercised reasonable care in the selection of such
delegate) be bound to supervise the proceedings or be in any way responsible for any
loss, liability, cost, claim, action, demand or expense incurred by reason of any
misconduct or default on the part of any such delegate or sub-delegate. However, the
Depositary shall, if practicable, and if so requested by the Company, pursue (at the
Company’s expense and subject to receipt by the Depositary of such indemnity and
security for costs as the Depositary may reasonably require) any legal action it may
have against such delegate or sub-delegate, arising out of any such loss caused by
reason of any such misconduct or default. The Depositary shall, within a reasonable
time of any such delegation or any renewal, extension or termination thereof, give
notice thereof to the Company. Any delegation under this Clause, which includes the
power to sub-delegate, shall provide that the delegate or sub-delegate, as the case may
be, shall be required to provide the services delegated or sub-delegated in
substantially the same manner as such services are required to be provided under the
Deposit Agreement and the delegate or the sub-delegate, as the case may be, shall,
within a specified time of any sub-delegation or amendment, extension or termination
thereof, give notice to the Company and the Depositary.

The Depositary shall be at liberty to hold or to deposit these Conditions and any deed
or document relating thereto in any part of the world with any banking company or
companies (including itself) whose business includes undertaking the safe custody of
deeds or documents or with any lawyer or firm of lawyers of good repute and the
Depositary shall not (in the case of deposit with itself, in the absence of wilful
default, bad faith or gross negligence) be responsible for any losses, liabilities or
expenses incurred in connection with any such deposit.

No disclaimer of liability under the Securities Act is intended by any provision of the
Deposit Agreement or these Conditions.

The Depositary shall not be liable to any person if incorrect, false or misleading
information derives from an inspection of the Register. For the avoidance of doubt,
the Depositary has no obligation to inspect the Register.

Subject to applicable law, the Depositary shall under no circumstances have any
liability arising from the Deposit Agreement or the Conditions or from any
obligations which relate to the Deposit Agreement or the Conditions (including, but
not limited to, obligations in tort), whether as a matter of contract, tort, negligence
or otherwise, for any indirect, special, punitive or consequential loss or damage, loss
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of profit, reputation or goodwill, or trading loss incurred by any person or entity,
whether or not foreseeable and regardless of the type of action in which such a claim
may be brought. For the purposes of this Condition 14(r):

(i) “consequential loss or damage” means loss or damage of a kind or extent which
was not reasonably foreseeable at the time these Conditions were entered into as
a serious possibility in the event of the breach of obligation in question; and

(i1) “special loss or damage” means loss or damage of a kind or extent which arises
from circumstances special to the person suffering the loss and not from the
ordinary course of things, whether or not those circumstances were known to the
Depositary either at the time these Conditions were entered into or later.

Without limitation of the foregoing, none of the Depositary and the Company, nor any
of their respective controlling persons, directors, officers, affiliates, employees or
agents (including, without limitation, any Agent), shall be under any obligation to
appear in, prosecute or defend any action, suit or other proceeding in respect of any
Deposited Property or in respect of the GDRs, which in the opinion of the Depositary
or the Company, as the case may be, may involve it in expense or liability, unless
indemnity and/or security and/or prefunding satisfactory to it against all expenses
(including fees and disbursements of counsel) and liabilities be furnished as often as
may be required (and the Custodian shall not be under any obligation whatsoever with
respect to such proceedings, the responsibility of the Custodian being solely to the
Depositary).

Each Holder, where relevant, acting also on behalf of a Beneficial Owner or owner
of GDRs, by subscribing or acquiring a GDR and any time thereafter so long as it is
a Holder, Beneficial Owner or owner of GDRs, mandates, authorises and empowers
the Depositary to disclose, or make available for further processing, any information
entrusted to it and concerning the relevant Holder, Beneficial Owner or owner of
GDRs in the context of these Conditions or the Deposit Agreement, the disclosure or
making available of which is restricted under applicable data protection legislation
(“Confidential Holder Information”), including, without limitation, information on
(i) the relevant Holder, Beneficial Owner or owner of GDRs (including, without
limitation, registered office or residence, business sector, financial data,
representatives, beneficial ownership and ownership structure as well as other
information obtained for customer identification and on-boarding purposes) and (ii)
the transactions with the Holder, Beneficial Owner or owner of GDRs (including,
without limitation, Deposited Property, GDRs and these Conditions, transaction
positions, fees, taxes, corporate actions, events of default or similar data or
information) to the Company, any person whose financial statements are consolidated
with those of the Depositary’s ultimate holding company, the Custodian, any
securities clearing and settlement system, in particular DTC, Euroclear and
Clearstream, or SWIFT (Society for Worldwide Interbank Financial
Telecommunication), a bank or other payment services provider or other agent used
by any of the foregoing for the receipt or payment of money, Agents used for making
distributions to the Holders or proxy distribution agents (“Disclosure Addressees”
and each a “Disclosure Addressee”), be such Disclosure Addressees incorporated or
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established inside or outside the European Union, for the purpose of and to the extent
this is reasonably necessary for assisting or enabling the Depositary to perform its
obligations under the Deposit Agreement and the Conditions (“Disclosure
Purposes”).

In case a new delegation, sub-delegation or granting of a power to sub-delegate or a
new employment of an agent or an amendment or extension of an existing delegation,
sub-delegation, power to sub-delegate or agent employment relationship (including
the appointment of a successor Custodian in accordance with Clause 3.1 of the
Deposit Agreement and Condition 19) or the appointment of a successor depositary
in accordance with Clause 14 of the Deposit Agreement and Condition 21 is
envisaged which involves, or introduces or widens the possibility of, disclosure or
making available of Confidential Holder Information to the relevant delegate,
sub-delegate, potential sub-delegate, agent or successor depositary that is not a
Disclosure Addressee, the Depositary shall give at least 15 Business Days prior notice
thereof in accordance with Condition 24 to the Holders. If the Company does not
consent to the disclosure of Confidential Information within 10 Business Days of
receipt of such written request, the Company shall be deemed to have given its
consent to the disclosure of Confidential Information. In such case the relevant
delegate, sub-delegate, potential sub-delegate, agent or successor depositary shall be
deemed to be a Disclosure Addressee and the Depositary shall be deemed to be
mandated, authorised and empowered by the Holders, Beneficial Owners and owners
of GDRs to disclose Confidential Holder Information to such new Disclosure
Addressee for the Disclosure Purposes. Holders, Beneficial Owners and owners of
GDRs disagreeing with the disclosure or making available of Confidential Holder
Information to a new Disclosure Addressee shall be given the possibility at any time
before lapsing of such notice period to dispose of their holding, ownership or interest
in a GDR and thereby to cease being a Holder, Beneficial Owner or owner of GDRs
preventing disclosure and making available of Confidential Holder Information to a
new Disclosure Addressee. A disagreeing Holder or a Holder acting on behalf of a
disagreeing Beneficial Owner or owners of GDRs shall in particular be entitled at any
time before the lapsing of such notice period to obtain delivery of the Deposited
Property relative to each GDR held by it, subject to the provisions of Condition 2 and
upon compliance with Condition 2, payment by the Holder of the charge specified in
Condition 16(a)(i) for such delivery and surrender, and payment by the Holder of any
sums payable by the Depositary and/or any other expenses incurred by the Depositary
(together with all amounts which the Depositary is obliged to pay to the Custodian)
in connection with such delivery and surrender, and otherwise in accordance with the
Deposit Agreement. For the avoidance of doubt, each Holder, where relevant, acting
also on behalf of a Beneficial Owner or owner of GDRs, by subscribing or acquiring
a GDR and any time thereafter so long as it is a Holder, Beneficial Owner or owner
of GDRs, as appropriate, hereby waives to the extent necessary any confidentiality
obligations that the Depositary may have vis-a-vis the relevant Holder, Beneficial
Owner or owner of GDRs for the purpose of allowing the above-mentioned
disclosures of Confidential Holder Information by the Depositary and authorises the
Depositary to transmit any Confidential Holder Information as may be necessary to
the Disclosure Addressees for the Disclosure Purposes.
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15.

Each Holder by subscribing or acquiring a GDR and any time thereafter so long as
it is a Holder represents and warrants that it is and will be duly authorised and has
obtained and, where relevant, will obtain respective prior consent and waiver
declarations from any Beneficial Owner or owner of GDRs and will for such purpose
promptly as of receipt of notices given by the Depositary to the Holders inform these
Beneficial Owners and owners of GDRs of the content of any such notices as foreseen
in this Condition 14(u) so as to permit the disclosure of Confidential Holder
Information by the Depositary and its employees, agents, delegates, sub-delegates or
other representatives to the Disclosure Addressees for the Disclosure Purposes or to
permit such Beneficial Owners and owners of GDRs to dispose of such GDRs before
the lapsing of the relevant notice period if they disagree with a disclosure of
Confidential Holder Information relating to them to a new Disclosure Addressee.

The transmission of Confidential Holder Information via or transmission or making
available of Confidential Holder Information to a communication medium belonging
to any of the Disclosure Addressees (as and to the extent permitted hereunder) may
entail all Confidential Holder Information being processed by, including stored in the
central data banks of a Disclosure Addressee for the Disclosure Purposes. Such data
banks may be located in Europe, in the United States of America (in particular,
without limitation, in New York) or anywhere in the world. To the extent Confidential
Holder Information consists of personal data of a Holder, Beneficial Owner or owner
of GDRs who is an individual and such data are processed under the responsibility of
the Depositary, such individual is hereby being informed that its data will only be
processed by the Depositary for the purpose of performing its obligations under the
Deposit Agreement and the Conditions and that such individual has a right of access
to and rectification of its personal data in the premises of the Depositary upon its
reasonable request.

ISSUE AND DELIVERY OF REPLACEMENT GDRS AND EXCHANGE OF
GDRS

Subject to the payment of the relevant fees, taxes, duties, charges, costs and expenses and
such terms as to evidence and indemnity as the Depositary may require, replacement GDRs
will be issued by the Depositary and will be delivered in exchange for or in replacement
of outstanding lost, stolen, mutilated, defaced or destroyed GDRs upon surrender thereof
(except in the case of destruction, loss or theft) at the specified office of the Depositary
or (at the request, risk and expense of the holder) at the specified office of any Agent.

16.

(a)

DEPOSITARY’S FEES, COSTS AND EXPENSES

The Depositary shall be entitled to charge the following fees to the Holders, the
Beneficial Owners and the persons depositing Shares or surrendering GDRs for
cancellation:

(i) for the issue of GDRs (other than upon the issue of GDRs pursuant to the initial
offering or any subsequent offering of Shares, offered in the form of GDRs by
the Company) or the cancellation of GDRs upon the withdrawal of Deposited
Property: up to USDO0.05 per GDR issued or cancelled (except for issuances and
cancellations covered by paragraph (a)(vii) below);
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(b)

(i1)

(iii)

(iv)

(v)

(vi)

for the issue of GDR Certificates in definitive registered form in replacement for
mutilated, defaced, lost, stolen or destroyed GDR Certificates: a sum per GDR
Certificate which is determined by the Depositary to be a reasonable charge to
reflect the work, costs and expenses involved;

for issuing GDR Certificates in definitive registered form (other than pursuant
to paragraph (a)(ii) above): a sum per GDR Certificate which is determined by
the Depositary to be a reasonable charge to reflect the work, costs (including, but
not limited to, printing costs) and expenses involved;

in respect of any issue of rights or distribution of Shares (whether or not
evidenced by GDRs) or other securities or other property (other than cash) upon
exercise of any rights, any free distribution, stock dividend or other distribution
(except where converted to cash): up to USDO0.05 per GDR for each such issue
of rights, dividend or distribution;

for receiving and paying any cash dividend on or in respect of the Deposited
Property: a fee of up to USDO0.05 per GDR for each such dividend;

for the operation and maintenance costs associated with the administration of the
GDRs: an annual fee of USDO0.05 per GDR (such fee to be assessed against
Holders of record as at the date or dates set by the Depositary as it sees fit and
collected at the sole discretion of the Depositary by billing such Holders for such
fee or by deducting such fee from one or more cash dividends or other cash
distributions);

(vii) for receiving and paying any cash distribution (other than cash dividends) and/or

cash proceeds, including proceeds from the sale of rights, securities and other
entitlements: up to USDO0.05 per GDR for each such distribution; and

(viii) for the issue of GDRs pursuant to a change for any reason in the number of

Shares represented by each GDR, regardless of whether or not there has been a
deposit of Shares to the Custodian or the Depositary for such issuance: a fee of
up to USDO0.05 per GDR (or portion thereof).

In addition, Holders, Beneficial Owners, persons depositing Shares for deposit and
persons surrendering GDRs for cancellation and for the purpose of withdrawing
Deposited Property shall be responsible for the following charges:

()

(i1)

(iii)

taxes (including applicable interest and penalties thereon) and other
governmental charges;

such registration fees as may from time to time be in effect for the registration
of Shares or other Deposited Property in the Share Register and applicable to
transfers of Shares or other Deposited Property to or from the name of the
Custodian, the Depositary or any nominees upon the making of deposits and
withdrawals, respectively;

such facsimile transmission and delivery expenses as are expressly provided in
the Deposit Agreement to be at the expense of the person depositing or
withdrawing Shares or Holders and Beneficial Owners of GDRs;
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(iv) the expenses and charges incurred by the Depositary in the conversion of foreign
currency; and

(v) such fees and expenses as are incurred by the Depositary in connection with
compliance with exchange control regulations and other regulatory and transfer
requirements applicable to Shares, Deposited Property, GDRs and GDR
Certificates.

(c) Any other charges and expenses of the Depositary under the Deposit Agreement will
be paid by the Company upon agreement between the Depositary and the Company.
All fees and charges so payable may, at any time and from time to time, be changed
by agreement between the Depositary and Company but, in the case of fees and
charges payable by Holders or Beneficial Owners, only in the manner contemplated
by Condition 23. The Depositary will provide, without charge, a copy of its latest fee
schedule to anyone upon request. The charges and expenses of the Custodian are for
the sole account of the Depositary.

17. AGENTS

The Depositary shall be entitled to appoint one or more agents (the “Agents”) for the
purpose, inter alia, of making distributions to the Holders.

18. LISTING

The Company has undertaken in the Deposit Agreement to use all reasonable endeavours
to obtain and thereafter maintain, so long as any GDR is outstanding, a listing for the
GDRs and admission for trading on SIX Swiss Exchange. For that purpose the Company
will pay all fees and sign and deliver all undertakings required by the SIX Exchange
Regulation AG and SIX Swiss Exchange in connection therewith. If a GDR listing and
trading on SIX Swiss Exchange are not obtained and maintained or it becomes
unreasonably burdensome or impracticable for it to do so, and such listing is suspended,
the Company has undertaken in the Deposit Agreement to use all reasonable endeavours
to obtain and maintain a listing of the GDRs on an internationally recognised stock
exchange in Europe.

19. THE CUSTODIAN

The Depositary has, pursuant to the Deposit Agreement, separately agreed with the
Custodian that the Custodian will receive and hold (or appoint agents approved by the
Depositary to receive and hold) all Deposited Property other than cash for the account and
to the order of the Depositary in accordance with the applicable terms of the Deposit
Agreement, which include a requirement to segregate the Deposited Property from the
other property of, or held by, the Custodian. The Custodian shall be responsible solely to
the Depositary; provided that, if at any time the Depositary and the Custodian are the same
legal entity, references to them separately in these Conditions and the Deposit Agreement
are for convenience only and that legal entity shall be responsible for discharging both
functions directly to the Holders and the Company. Whenever the Depositary in its
discretion determines that it is in the best interest of the Holders to do so, it may, if
practicable, terminate the appointment of the Custodian and, in the event of the termination
of the appointment of the Custodian, the Depositary shall promptly appoint a successor
Custodian (with notice of such appointment to the Company as soon as reasonably
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practicable), which shall, upon acceptance of such appointment, become the Custodian
under the Deposit Agreement on the effective date of such termination. The Depositary
shall notify Holders of such change as soon as reasonably practicable following such
change taking effect in accordance with Condition 24. Notwithstanding the foregoing, the
Depositary may temporarily deposit the Deposited Property in a manner or a place other
than as herein specified; provided that, in the case of such temporary deposit in another
place, the Company shall have consented to such deposit and such consent of the Company
shall have been delivered to the Custodian. In case of transportation of the Deposited
Property under this Condition, the Depositary shall obtain appropriate insurance at the
expense of the Company if, and to the extent that, the obtaining of such insurance is
reasonably practicable and the premiums payable are, in the opinion of the Depositary, of
a reasonable amount.

20. SHARE REGISTER

(a) The Company agrees that it shall: (i) take any and all action reasonably necessary to
ensure the accuracy and completeness of all information set forth in the Share
Register in respect of the Shares; (ii) upon having received reasonable notice, provide
to the Depositary, the Custodian or their respective agents access to the Share
Register and during ordinary business hours in the PRC, in such manner and upon
such terms and conditions as the Depositary, acting reasonably may deem appropriate,
to permit the Depositary, the Custodian or their respective agents to regularly (and in
any event not less than monthly) reconcile the number of Deposited Shares registered
in the name of the Depositary, the Custodian or their respective nominees, as
applicable, pursuant to the terms of the Deposit Agreement and, in connection
therewith, to provide the Depositary, the Custodian or their respective agents, upon
request, with a duplicate extract from the Share Register duly certified by the
Company (or some other evidence of verification which the Depositary, in its
reasonable discretion, deems sufficient); (iii) promptly (and, in any event, within
seven (7) Business Days in the PRC of the Company’s receipt of such documentation
as may be required by applicable law and regulation, or as soon as practicable
thereafter) effect the re-registration of ownership of Deposited Shares in the Share
Register in connection with any deposit or withdrawal of Shares under the Deposit
Agreement; (iv) permit the Depositary or the Custodian to register any Shares held
hereunder in the name of the Depositary, the Custodian or their respective nominees
(which may, but need not be, a non-resident of the PRC).

(b) In connection with the Deposit Agreement, the Company agrees that it shall be solely
liable for the unavailability of Deposited Shares or for the failure of the Depositary
to make any distribution of cash or other distributions with respect thereto as a result
of any one or more of the following: (i) any act or failure to act of the Company, its
affiliates or its agents, (other than such act or failure to act on the part of the Company
arising in connection with any act or failure to act of the Depositary, its affiliates or
its agents (including the Custodian), or their respective directors or employees), or
their respective directors or employees, (ii) any provision of any present or future
Constitutive Documents or any other instrument of the Company governing the
Deposited Shares, or (iii) any provision of any securities issued or distributed by the
Company or any offering or distribution thereof.
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()

21.

(a)

The Depositary agrees for the benefit of Holders and Beneficial Owners that the
Depositary or the Custodian shall reconcile regularly (and in any event not less than
monthly) the number of Deposited Shares registered in the name of the Depositary,
the Custodian or their respective nominees, as applicable, pursuant to the terms of the
Deposit Agreement. The Company and the Depositary agree that, for the purposes of
the rights and obligations under the Deposit Agreement of the parties hereto, the
records of the Depositary and the Custodian shall be controlling for all purposes with
respect to the number of Shares which should be registered in the name of the
Depositary, the Custodian or their respective nominees, as applicable, pursuant to the
terms of the Deposit Agreement; provided, however, that the Depositary agrees that
it shall, and shall cause the Custodian to, at any time and from time to time take any
and all action necessary to ensure the accuracy and completeness of all information
set forth in the records of the Depositary, the Custodian or their respective nominees,
as applicable, pursuant to the Deposit Agreement with respect to Shares registered in
the name of any of them. The Depositary agrees that it will instruct the Custodian to
maintain custody of all duplicate share extracts (or other evidence of verification)
provided to the Depositary, the Custodian or their respective agents. In the event of
any material discrepancy between the records of the Depositary or the Custodian and
the Share Register, then, if the Depositary has knowledge of such discrepancy, the
Depositary shall notify the Company promptly. In event of discrepancy between the
records of the Depositary or the Custodian and the Share Register, the Company
agrees that (whether or not it has received any notification from the Depositary) it
will (i) reconcile its records to the records of the Depositary or the Custodian and
make such corrections or revisions in the Share Register as may be necessary in
connection therewith, and (ii) to the extent the Company is unable to so reconcile
such records, and the number of Shares reflected in the Share Register differs by more
than one-half of one per cent from the number of Shares reflected in the records of
the Depositary or the Custodian, promptly instruct the Depositary to notify the
Holders of the existence of such discrepancy. Upon receipt of the Company’s
instruction to notify the Holders of such discrepancy, the Depositary shall give such
notification promptly to the Holders (it being understood that the Depositary at any
time may give such notification to the Holders, whether or not it has received
instructions from the Company) and shall promptly cease issuing GDRs until such
time as, in the opinion of the Depositary, such records have been appropriately
reconciled.

RESIGNATION AND TERMINATION OF APPOINTMENT OF THE
DEPOSITARY

The Company may terminate the appointment of the Depositary under the Deposit
Agreement by giving at least 90 calendar days’ notice in writing to the Depositary and
the Custodian, and the Depositary may resign as Depositary (without giving a reason
and without liability for any costs or expenses occasioned thereby) by giving at least
90 calendar days’ prior notice in writing to the Company. Notwithstanding the above,
and without prejudice to Clauses 15 and 20.3 of the Deposit Agreement, the
Depositary and the Company have agreed to consult and attempt to resolve in good
faith any matters in relation to the services to be provided by the Depositary to the
Company under the Deposit Agreement. Within 30 calendar days after the giving of
either such notice, notice thereof shall be duly given by the Depositary to the Holders.
The Depositary may resign as Depositary and appoint one of its affiliates as its
successor depositary hereunder by giving written notice to the Company and notice
to the Holders in accordance with Condition 24.
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(b)

22.

(a)

The termination of the appointment or the resignation of the Depositary shall take
effect on the date specified in the relevant notice provided that no such termination
of appointment or resignation shall take effect (a) other than in the case of an
appointment by the Depositary of one of its affiliates as its successor depositary, until
the appointment by the Company of a successor depositary, (b) until the grant of such
approvals as may be necessary to comply with applicable laws and with the
Constitutive Documents for the transfer of the Deposited Property to such successor
depositary, and (c) until the acceptance of such appointment to act in accordance with
the terms thereof and of these Conditions by the successor depositary. The Company
has undertaken in the Deposit Agreement to use its reasonable endeavours to procure
the appointment of a successor depositary with effect from the date of termination or
resignation specified in such notice as soon as reasonably practicable following
notice of such termination or resignation. Upon any such appointment and
acceptance, notice thereof shall be duly given by the successor depositary to the
Holders in accordance with Condition 24.

Upon the termination of appointment or resignation of the Depositary, the Depositary
shall, against payment of all fees, expenses and charges owing to it by the Company
under the Deposit Agreement, deliver to its successor depositary sufficient
information and records to enable such successor efficiently to perform its obligations
under the Deposit Agreement and shall deliver and pay to such successor depositary
all Deposited Property held by it under the Deposit Agreement. Upon the date when
such termination of appointment or resignation takes effect, the Deposit Agreement
provides that the Custodian shall be deemed to be the Custodian thereunder for such
successor depositary and shall hold the Deposited Property for such successor
depositary and the resigning Depositary shall thereafter have no obligation
thereunder. For the avoidance of doubt, this Condition will be without prejudice to
any liabilities of the Depositary which have accrued prior to the date of the
termination of appointment or resignation or any liabilities stipulated in relevant laws
or regulations which accrued prior to such date.

TERMINATION OF DEPOSIT AGREEMENT

Subject as set out below, either the Company or the Depositary but, in the case of the
Depositary, only if the Company has failed to appoint a replacement Depositary
within 90 calendar days of the date on which the Depositary has given notice pursuant
to Condition 21 that it wishes to resign, may terminate the Deposit Agreement by
giving 90 calendar days’ notice to the other and to the Custodian. Within 30 calendar
days after the giving of such notice, notice of such termination shall be duly given by
the Depositary to Holders of all GDRs then outstanding in accordance with Condition
24,

If the Company terminates the Deposit Agreement, it will be obligated, prior to such
termination, to reimburse to the Depositary all amounts owed to the Depositary as set out
in the Deposit Agreement and in any agreement between the Depositary and the Company
relating to the GDRs, Deposited Property or the provision of services by the Depositary to
the Company in relation thereto.
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(b) During the period beginning on the date of the giving of such notice by the Depositary
to the Holders and ending on the date on which such termination takes effect, each
Holder shall be entitled to obtain delivery of the Deposited Property relative to each
GDR held by it, subject to and upon compliance with Condition 2, and further upon
payment by the Holder of any sums payable by the Depositary to the Custodian in
connection therewith for such delivery and surrender in accordance with Condition
16(a)(i) and otherwise in accordance with the Deposit Agreement.

(c) If any GDRs remain outstanding after the date of termination, the Depositary (i) shall,
if possible, as soon as reasonably practicable sell the Deposited Property then held by
it under the Deposit Agreement by public or private sale, and on such terms as the
Depositary considers appropriate; and (ii) shall not register transfers, pass on
dividends or distributions or take any other action except that it will deliver the net
proceeds of any such sale, together with any other cash then held by it under the
Deposit Agreement, pro rata to Holders of GDRs which have not previously been so
surrendered by reference to that proportion of the Deposited Property which is
represented by the GDRs of which they are Holders. After making such sale and
delivering the net proceeds of such sale proceeds, the Depositary shall be discharged
from all obligations under the Deposit Agreement and these Conditions, except its
obligations to account to Holders for other cash comprising the Deposited Property
without interest and subject to Clauses 14.3 and 15.4 of the Deposit Agreement.

(d) The Company has agreed not to appoint any other depositary in respect of GDRs
issued or to be issued under the depositary facility established pursuant to the Deposit
Agreement so long as Deutsche Bank Trust Company Americas is acting as
Depositary under the Deposit Agreement.

23. AMENDMENT OF DEPOSIT AGREEMENT AND CONDITIONS

All and any of the provisions of the Deposit Agreement and these Conditions (other than
this Condition 23 and Clause 16 of the Deposit Agreement) may at any time and from time
to time be amended by written agreement between the Company and the Depositary in any
respect which they may deem necessary or desirable but subject to and in accordance with
this Condition 23. Notice of any amendment of these Conditions (except to correct a
manifest error) shall be duly given to the Holders by the Depositary and any amendment
(except as aforesaid) which shall increase or impose fees or charges payable by Holders
or which shall otherwise, in the opinion of the Depositary, be materially prejudicial to the
interests of the Holders (as a class) shall not become effective so as to impose any
obligation on the Holders of the outstanding GDRs until the expiry of 30 days after such
notice shall have been given. During such period of 30 days, each Holder shall be entitled
to obtain, subject to and upon compliance with Condition 2, delivery of the Deposited
Property relative to each GDR held by it upon surrender thereof in accordance with the
Deposit Agreement and these Conditions. Each Holder at the time when any such
amendment so becomes effective shall be deemed, by continuing to hold a GDR, to
approve such amendment and to be bound by the terms thereof in so far as they affect the
rights of the Holders. In no event shall any amendment impair the right of any Holder to
receive, subject to and upon compliance with Condition 2, the Deposited Property
attributable to the relevant GDR.
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Notwithstanding the foregoing, if any governmental or regulatory body should adopt new
laws, rules or regulations which would require an amendment or supplement of the Deposit
Agreement to ensure compliance therewith, the Company and the Depositary may amend
or supplement the Deposit Agreement and the GDRs at any time in accordance with such
changed laws, rules or regulations. Such amendment or supplement to the Deposit
Agreement and the GDRs in such circumstances may become effective before a notice of
such amendment or supplement is given to Holders or within any other period of time as
required for compliance with such laws, rules or regulations.

24. NOTICES

All notices to Holders shall be validly given if mailed to them at their respective addresses
in the register of Holders maintained by the Depositary or furnished to them by electronic
transmission as agreed between the Company and the Depositary and, so long as the GDRs
are listed and traded on SIX Swiss Exchange. Any such notice shall be deemed to have
been given on the later of such publication and the seventh day after being so mailed.
Notice to Holders shall be deemed to be notice to Beneficial Owners for all purposes of
the GDRs and the Deposit Agreement.

All notices required to be given by the Company to the Holders pursuant to any applicable
laws, regulations or other agreements shall be given by the Company to the Depositary and
upon receipt of any such notices, the Depositary shall forward such notices to the Holders
in accordance with these Conditions. The Depositary shall not be liable for any notices
required to be given by the Company which the Depositary has not received from the
Company, nor shall the Depositary be liable to monitor the obligations of the Company to
provide such notices to the Holders.

All formal complaints to the Depositary should be made in writing to the compliance
officer of the Depositary at the address set out in Clause 17 of the Deposit Agreement.

25. REPORTS AND INFORMATION ON THE COMPANY

(a) The Company has undertaken in the Deposit Agreement (so long as any GDR is
outstanding) to send the Depositary a copy in the English language by electronic
transmission of any financial statements or accounts that it makes generally available
to its shareholders, including but not limited to any financial statements or accounts
that may be required by law or regulation or in order to maintain a listing for the
GDRs on the SIX Swiss Exchange, or any other stock exchange, in accordance with
Condition 18, as soon as practicable following the publication or availability of such
communications. If such communication is not furnished to the Depositary in
English, the Depositary shall, at the Company’s expense, arrange for an English
translation thereof to be prepared.

(b) The Depositary shall, upon receipt thereof, give due notice to the Holders that such
copies are available upon request at its specified office and the specified office of any
Agent.

(c) The Company has undertaken in the Deposit Agreement to provide the Depositary
with sufficient information, as may be requested by the Depositary, so as to enable the
Depositary to determine whether or not the Depositary is obliged, in respect of any
payments to be made by it pursuant to the Deposit Agreement, to make any
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withholding or deduction pursuant to Sections 1471 through 1474 of the U.S. Internal
Revenue Code of 1986 and any regulations or agreements thereunder or official
interpretations thereof (“FATCA”, and such withholding or deduction, “FATCA
Withholding Tax”). If applicable, the Depositary shall be entitled to deduct FATCA
Withholding Tax to the extent required under FATCA and shall have no obligation to
gross-up any payment hereunder or to pay any additional amount as a result of such
applicable FATCA Withholding Tax.

(d) The Company has undertaken in the Deposit Agreement use its commercially
reasonable efforts to provide a written notice described in Condition 12(a) of the
Deposit Agreement to the Depositary in a timely manner in advance of the relevant
meeting or solicitation of consent or proxy.

(e) If, so long as any of the Rule 144A GDRs or the Shares represented thereby remain
outstanding and are “restricted securities” within the meaning of Rule 144(a)(3)
under the Securities Act, during any period in which it is neither a reporting company
under, and in compliance with the requirements of, Section 13 or Section 15(d) of the
Exchange Act nor exempt from the reporting requirements of the Exchange Act by
complying with the information furnishing requirements of Rule 12g3-2(b)
thereunder, the Company agrees to provide to any Holder, Beneficial Owner or holder
of Shares or any prospective purchaser designated by such Holder, Beneficial Owner
or holder of Shares, upon the request of such Holder, Beneficial Owner, holder of
Shares or prospective purchaser, copies of the information required to be delivered
pursuant to Rule 144A(d)(4) under the Securities Act and otherwise to comply with
Rule 144A(d)(4).

26. COPIES OF COMPANY NOTICES

The Company has undertaken in the Deposit Agreement to transmit to the Custodian and
the Depositary such number of copies of any notice to holders of any Shares or other
Deposited Property, whether in relation to the taking of any action in respect thereof or in
respect of any dividend or other distribution thereon or of any meeting or adjourned
meeting of such holders or otherwise, and any other material (which in the opinion of the
Company contains information having a material bearing on the interests of the Holders or
Beneficial Owners of GDRs) furnished to such holders or Beneficial Owners of the Shares
or other Deposited Property by the Company in connection therewith as the Depositary
may reasonably request. If such notice is not furnished to the Depositary in English, either
by the Company or the Custodian, the Depositary shall, at the Company’s expense, arrange
for an English translation thereof (which may be in such summarised form as the
Depositary may deem adequate to provide sufficient information) to be prepared. The
Depositary shall, as soon as practicable after receiving notice of such transmission or
(where appropriate) upon completion of translation thereof, give due notice to the Holders
which notice may be given together with a notice pursuant to paragraph (a) of Condition
9, and shall make the same available to Holders in such manner as it may determine.

27. MONEYS HELD BY THE DEPOSITARY

The Depositary shall be entitled to deal with moneys received by it, in respect of or in
connection with the Deposited Property in the same manner as other moneys paid to it as
a banker for its customers and shall not be liable to account to the Company or any holder
or any other person for any interest on any moneys paid to it by the Company for the
purposes of the Deposit Agreement, except as otherwise agreed.
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28.

(a)

(b)

(c)

(d)

OBLIGATIONS OF HOLDERS

Notwithstanding any other provision contained in the Deposit Agreement, the
Constitutive Documents, these Conditions or applicable law, each Holder and
Beneficial Owner agrees to comply with requests made in accordance with Condition
24 from the Company or the Depositary pursuant to applicable law, the rules and
requirements of SIX Swiss Exchange, the Shenzhen Stock Exchange (and such other
stock exchanges in the PRC where the Shares may be listed from time to time) or any
other stock exchange on which the Shares or GDRs are, or may be, registered, traded
or listed, or the Constitutive Documents, to provide information, inter alia, regarding
(i) name, state registration details (including, with respect to legal entities only,
country of registration, registration number, date of registration or formation and
registered and(or) principal business address) and (with respect to individuals only)
citizenship; (ii) the capacity in which such Holder or Beneficial Owner holds or owns
GDRs (and Shares, as the case may be) and (iii) the identity of any other person
interested in such GDRs, the nature of such interest and various related matters,
whether or not they are Holders and/or Beneficial Owners at the time of such request.
The Depositary agrees to use its reasonable efforts to forward upon the request of the
Company, at the Company’s expense, any such request from the Company to the
Holders and to forward to the Company any such responses to such requests received
by the Depositary, provided that the Depositary shall not be responsible or liable for
any information contained in or omitted from such responses.

Failure by a Holder or Beneficial Owner to provide in a timely fashion the
information requested by the Company or required in each case pursuant to Condition
28(a), the Constitutive Documents or any applicable law may, in the Company’s sole
and absolute discretion, result in the withholding of certain rights in respect of such
Holder or Beneficial Owner’s GDRs (including voting rights and certain rights as to
dividends in respect of the Shares represented by such GDRs). The Depositary agrees
to use its commercially reasonable efforts to comply with any reasonable instructions
received from the Company requesting that the Depositary take the actions specified
therein to obtain such information.

If the Company determines that there has been a failure by a Holder or Beneficial
Owner to comply with the applicable reporting requirements under Condition 28(a),
the Constitutive Documents or any applicable law, with respect to any Deposited
Property and that sanctions are to be imposed against such Deposited Property
pursuant to applicable law by a court of competent jurisdiction or the Constitutive
Documents, the Company shall promptly notify the Depositary, giving details thereof,
and shall instruct the Depositary in writing as to the application of such sanctions to
the Deposited Property. The Depositary shall have no liability to any person for any
actions taken in accordance with such instructions and may rely on such instructions
without any further enquiry.

Notwithstanding any other provision in the Deposit Agreement or these Conditions,
the Company may restrict transfers of the Shares and Deposited Property where such
transfer might result in (i) ownership of Shares exceeding the limits applicable to the
Shares under applicable law, regulations and stock exchange rules or the Constitutive
Documents, or (ii) a person being required by the Constitutive Documents or
applicable law to make an offer to acquire all of the outstanding Shares or GDRs of
the Company. The Company may also restrict, subject to the Constitutive Documents,
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(e)

()

applicable law, regulations and stock exchange rules, in such manner as it deems
appropriate, and in such manner as the Depositary deems practicable, transfers of the
GDRs where such transfer may result in the total number of Shares represented by the
GDRs owned by a single Holder or Beneficial Owner to exceed any such limits
referred to in Condition 28(d) (i) or (ii). The Company may, subject to applicable law,
regulations and stock exchange rules and further subject to what the Depositary may
deem to be practicable, instruct the Depositary to take action with respect to the
ownership interest of any Holder or Beneficial Owner in excess of the limits
referenced in the preceding sentence, including but not limited to, the imposition of
restrictions on the transfer of GDRs, the removal or limitation of voting rights or the
mandatory sale or disposition on behalf of a Holder or Beneficial Owner of the Shares
represented by the GDRs held by such Holder or Beneficial Owner in excess of such
limitations, if and to the extent such disposition is permitted by applicable law and
the Constitutive Documents. The Depositary, acting in good faith, shall have no
liability to any person for any actions taken in accordance with such instructions and
may rely on such instructions without any further enquiry. Alternatively, the
Company reserves the right to instruct a Holder or Beneficial Owner with an
ownership interest in excess of the limits referenced in this Condition, to deliver their
GDRs for cancellation and withdrawal of the Deposited Shares so as to permit the
Company to deal directly with them as holders of Shares and Holders and Beneficial
Owners agree to comply with such instructions. The Company agrees to post on the
website of the Share Exchange information on the number of outstanding voting
Shares so as to enable Holders and Beneficial Owners to determine if they have met
or exceeded any applicable thresholds.

Applicable laws, regulations and stock exchange rules, including those of SIX Swiss
Exchange, the SIX Exchange Regulation AG the Shenzhen Stock Exchange (and such
other stock exchanges in the PRC where the Shares may be listed from time to time)
or other state authorities in the PRC or Switzerland, may require holders and
beneficial owners of Shares, including the Holders and Beneficial Owners of GDRs,
to satisfy reporting requirements and obtain regulatory approvals in certain
circumstances. Holders and Beneficial Owners of GDRs are solely responsible for
complying with such reporting requirements and obtaining such approvals. Each
Holder and each Beneficial Owner hereby agrees to file such reports and obtain such
approvals to the extent and in the form required by applicable laws and regulations
as in effect from time to time. Neither the Depositary, the Custodian, the Company
or any of their respective agents or affiliates shall be required to take any actions
whatsoever on behalf of Holders or Beneficial Owners to satisfy such reporting
requirements or obtain such regulatory approvals under applicable laws and
regulations.

By holding GDRs or interests therein, Holders and Beneficial Owners agree to
immediately notify the Company in writing at such time as they own or otherwise
control such number of GDRs and Shares that, taken together, equal or exceed five
per cent (5%) (or subsequently increase or decrease their holding by five per cent
(5%) increments) of the voting shares of the Company provided that the Company has
complied with its obligation in the final sentence of this Condition 28(f). The
Company reserves the right to instruct Holders and Beneficial Owners who do not
provide such notices or who provide notice that the total number of Shares
represented by the GDRs exceeds the limits set out in Condition 28(d) (i) or (ii) to
deliver their GDRs for cancellation and withdrawal of the Deposited Property so as
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to permit the Company to deal directly with them as holders of Shares and the Holders
and Beneficial Owners agree to comply with such instructions. The Company agrees
to post on the website of the Share Exchange information on the number of
outstanding voting Shares so as to enable Holders and Beneficial Owners to
determine if they have met or exceeded any applicable thresholds.

The Depositary shall have no obligations with respect to any such obligations of
Holders and Beneficial Owners, except to the extent set forth in this Condition 28.

SEVERABILITY

If any one or more of the provisions contained in the Deposit Agreement or in these
Conditions shall be or become invalid, illegal or unenforceable in any respect, the validity,
legality and enforceability of the remaining provisions contained therein or herein shall in
no way be affected, prejudiced or otherwise disturbed thereby.

30.

(a)

(b)

31.

(@)

(b)

DISCLOSURE OF BENEFICIAL OWNERSHIP, OTHER INFORMATION AND
OWNERSHIP RESTRICTIONS

The Depositary may from time to time request Holders or former Holders to provide
information as to the capacity in which they hold or held GDRs and regarding the
identity of any other persons then or previously interested in such GDRs and the
nature of such interest and various other matters. Each such Holder agrees to provide
any such information reasonably requested by the Depositary pursuant to the Deposit
Agreement whether or not still a Holder at the time of such request.

To the extent that provisions of or governing any Deposited Property, the Constitutive
Documents, or applicable law may require the disclosure of, or limitations in relation
to, beneficial or other ownership of Deposited Property and other securities of the
Company, the Holders, owners of GDRs and Beneficial Owners, as the case may be,
shall comply with the Depositary’s instructions to Holders, owners and Beneficial
Owners, as the case may be, of GDRs in respect of such disclosure or limitation, as
may be forwarded to them from time to time by the Depositary, to the extent they have
knowledge of the identity of such owners or Beneficial Owners.

GOVERNING LAW

The Deposit Agreement, including these Conditions, the GDRs and any non-
contractual obligations arising out of or in connection with either of them are
governed by, and shall be construed in accordance with, English law. The rights and
obligations attaching to the Deposited Shares will be governed by the laws of the
PRC. The Company has submitted in respect of the Deposit Agreement and these
Conditions to the jurisdiction described in (b) below.

Any dispute, controversy or cause of action arising out of or in connection with these
Conditions and the GDRs, including any question regarding its scope, existence,
validity or termination, shall be referred to and finally resolved by arbitration in
accordance with the Rules of the London Court of International Arbitration (the
“LCIA”) (the “Rules”), which are deemed incorporated by reference into this
Condition. The arbitration shall be conducted by three arbitrators: one nominated by
the claimant, one nominated by the respondent, and one nominated by the two
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party-appointed arbitrators within thirty (30) calendar days of the confirmation of the
nomination of the second arbitrator. If any arbitrator has not been appointed within
the time limits specified herein and in the Rules, then such arbitrator shall be
appointed by the LCIA in accordance with the Rules. The seat of the arbitration shall
be London, England, and the language of the arbitration shall be English. The parties
hereby waive any rights under the Arbitration Act 1996 or otherwise to appeal any
arbitration award to, or seek determination of a preliminary point of law by, the courts
of England.

The Depositary irrevocably appoints the Managing Director for the time being of
Deutsche Trustee Company Limited, currently situated at Winchester House, 1 Great
Winchester Street, London EC2N 2DB, UK, as its authorised agent for service of
process in England. If for any reason the Depositary does not have such an agent in
England, it will promptly appoint a substitute process agent and notify the Company
of such appointment. Nothing herein shall affect the right to serve process in any
other manner permitted by law.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce these terms and conditions under the Contracts
(Rights of Third Parties) Act 1999 except and to the extent (if any) that these terms and
conditions expressly provide for such Act to apply.

DEPOSITARY

Deutsche Bank Trust Company Americas
1 Columbus Circle
New York, NY 10019
United States of America

CUSTODIAN

Industrial and Commercial Bank of China Limited
No. 55 Fuxingmennei Street,
Xicheng District, Beijing, 100140, PRC

and/or such other Depositary and/or such other Custodian or Custodians and/or principal
offices as may from time to time be duly appointed and notified to the Holders.
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The GDRs will initially be evidenced by: (i) a single Master Regulation S GDR Certificate
in registered form; and (ii) a single Master Rule 144A GDR Certificate in registered form.
The Master Regulation S GDR Certificate will be registered in the name of BT Globenet
Nominees Limited, as nominee for Deutsche Bank AG, London Branch as common
depository for Euroclear and Clearstream on the date the GDRs are issued. The Master
Rule 144A GDR Certificate will be registered in the name of Cede & Co. as nominee for
DTC on the date the GDRs are issued.

The Regulation S Master GDR Certificate and Rule 144A Master GDR Certificate contain
provisions which apply to the GDRs whilst they are in master form. Words and expressions
given a defined meaning in the Conditions shall have the same meanings in this section
unless otherwise provided in this section.

Exchange

The Master GDR Certificates will only be exchanged for certificates in definitive
registered form representing GDRs in the circumstances described in paragraphs (i), (ii),
(iii) or (iv) below in whole but not in part and until exchanged in full subject to the
Conditions and the Deposit Agreement. The Depositary will irrevocably undertake in the
Master GDR Certificates to deliver certificates in definitive registered form representing
GDRs in exchange for the relevant Master GDR Certificate to the Holders within 75
calendar days in the event that:

(1) either DTC, in the case of the Master Rule 144A GDR Certificate, or Euroclear or
Clearstream, in the case of the Master Regulation S GDR Certificate, notifies the
Company that it is unwilling or unable to continue as common depository or
depository (or as nominee thereof), as the case may be, and a successor common
depository or successor depository (or successor nominee thereof), as the case may
be, is not appointed within 90 calendar days; or

(ii) either DTC, in the case of the Master Rule 144A GDR Certificate, or Euroclear or
Clearstream, in the case of the Master Regulation S GDR Certificate, is closed for
business for a continuous period of 14 calendar days (other than by reason of holiday,
statutory or otherwise) or announces an intention permanently to cease business or to
cease to make its book-entry system available for the GDRs or does in fact do so, and,
in each case, no alternative clearing system satisfactory to the Depositary is available
within 45 calendar days; or

(iii) in respect of the Master Rule 144A GDR Certificate, DTC or any successor ceases to
be a “clearing agency” registered under the Exchange Act; or

(iv) the Depositary has determined that, on the occasion of the next payment in respect of
the GDRs, the Company, the Depositary or its agent would be required to make any
deduction or withholding from any payment in respect of the GDRs which would not

be required were the GDRs in definitive registered form.

Any exchange shall be at the expense of the Holder.

- 267 -



SUMMARY OF THE PROVISIONS RELATING TO THE GLOBAL
DEPOSITARY RECEIPTS WHILST IN MASTER FORM

A GDR evidenced by an individual definitive certificate will not be eligible for clearing
and settlement through Euroclear, Clearstream or DTC. Upon any exchange of a Master
GDR Certificate for certificates in definitive registered form, or any exchange of interests
between the Master Rule 144A GDR Certificate and the Master Regulation S GDR
Certificate pursuant to the Deposit Agreement, or any distribution of GDRs pursuant to
Conditions 5, 7 or 10, or any reduction in the number of GDRs represented thereby
following any withdrawal of Deposited Property pursuant to Condition 2, or any increase
in the number of GDRs following the deposit of Shares pursuant to Condition 1, the
relevant details shall be entered by the Depositary on the register maintained by the
Depositary whereupon the number of GDRs represented by the relevant Master GDR
Certificate shall be reduced or increased (as the case may be) for all purposes by the
number so exchanged and entered on the register, provided always that if the number of
GDRs represented by a Master GDR Certificate is reduced to zero, such Master GDR
Certificate shall continue in existence until the obligations of the Company under the
Deposit Agreement and the obligations of the Depositary pursuant to the Deposit
Agreement and the Conditions have terminated.

Payments, Distributions and Voting Rights

Payments of cash dividends and other amounts (including cash distributions) will, in the
case of GDRs represented by the Master Regulation S GDR Certificate, be made by the
Depositary through Euroclear and Clearstream and, in the case of GDRs represented by the
Master Rule 144A GDR Certificate, will be made by the Depositary through DTC, on
behalf of persons entitled thereto upon receipt of funds therefore from the Company. Any
free distribution or rights issue of Shares to the Depositary on behalf of the Holders may
result in the records maintained by the Depositary being adjusted to reflect the enlarged
number of GDRs represented by the relevant Master GDR Certificate.

Holders of GDRs will have voting rights as set out in the Conditions.
Surrender of GDRs

Any requirement in the Conditions relating to the surrender of a GDR to the Depositary
shall be satisfied by the production by Euroclear or Clearstream, in the case of GDRs
represented by the Master Regulation S GDR Certificate, or by DTC, in the case of GDRs
represented by the Master Rule 144A GDR Certificate, on behalf of a person entitled to an
interest therein of such evidence of entitlement of such person as the Depositary may
reasonably require, which is expected to be a certificate or other documents issued by
Euroclear or Clearstream or DTC, as appropriate. The delivery or production of any such
evidence shall be sufficient evidence in favor of the Depositary, any Agent and the
Custodian of the title of such person to receive (or to issue instructions for the receipt of)
all money or other property payable or distributable in respect of the Deposited Property
represented by such GDRs.

- 268 —



SUMMARY OF THE PROVISIONS RELATING TO THE GLOBAL
DEPOSITARY RECEIPTS WHILST IN MASTER FORM

Notices

For as long as the Master Regulation S GDR Certificate is registered in the name of a
nominee for a common depository holding on behalf of Euroclear and Clearstream, and the
Master Rule 144A GDR Certificate is registered in the name of DTC or its nominee,
notices to Holders may be given by the Depositary by delivery of the relevant notice to
Euroclear and Clearstream or DTC, as applicable, for communication to persons entitled
thereto in substitution for publication required by Condition 24. Notice to Holders shall be
deemed to be notice to Beneficial Owners for all purposes of the GDRs and the Deposit
Agreement.

Governing Law
The Master GDR Certificates, and any non-contractual obligations arising out of or in

connection with the Master GDR Certificates, shall be governed by and construed in
accordance with English law.
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The Depositary

The Depositary is Deutsche Bank Trust Company Americas. Deutsche Bank Trust
Company Americas is a wholly-owned indirect subsidiary of Deutsche Bank AG, a German
global banking and financial services company. Deutsche Bank Trust Company Americas
is a New York state chartered banking corporation and a member of the United States
Federal Reserve System, subject to regulation and supervision principally by the United
States Federal Reserve Board and the New York State Department of Financial Services.
The corporate trust office of Deutsche Bank Trust Company Americas at which the GDRs
will be administered is located at 1 Columbus Circle, New York, NY 10019, US. The
principal executive office of Deutsche Bank Trust Company Americas is located at 1
Columbus Circle, New York, NY 10019, US. See “Information Relating to the
Depositary.” There are no bank or other guarantees attached to the GDRs which are
intended to underwrite the Depositary’s obligations.

Rights of Holders of GDRs

See “Terms and Conditions of the Global Depositary Receipts” and the Deposit Agreement
for further information.

Relationship of Holders of GDRs with the Depositary: The rights of Holders against the
Depositary are governed by the Conditions and the Deposit Agreement, which are
governed by English law. The Depositary and the Company are parties to the Deposit
Agreement. Holders of GDRs have contractual rights in relation to cash and other
Deposited Property (including Deposited Shares, which are Shares of the Company
represented by GDRs) deposited with the Depositary under Clause 3 of the Deposit
Agreement, and otherwise under specified provisions of the Deposit Agreement by virtue
of the Deed Poll. The Depositary will hold the Deposited Shares and other non-cash assets
as bare trustee for the Holders; however, the Depositary does not otherwise assume any
relationship of trust for or with the Holders or the beneficial owners of the GDRs or any
other person. Any cash held by the Depositary for Holders will be held by the Depositary
as banker.

Voting: With respect to voting of Deposited Shares and other Deposited Property
represented by GDRs, the Conditions and the Deposit Agreement provide that, upon
receipt of notice from the Company of any meeting at which the holders of Shares or other
Deposited Property are entitled to vote, or of a solicitation of consent or proxy from
holders of Shares or Deposited Property, the Depositary shall, providing that no relevant
legal prohibitions exist, send to any person who is a Holder on the record date established
by the Depositary for that purpose (which shall be as close as possible to the corresponding
record date set by the Company) such notice of meeting or solicitation of consent or proxy,
along with a brief statement on the manner in which such Holders may provide the
Depositary with voting instructions for matters to be considered. The Deposit Agreement
provides that the Depositary will endeavor to exercise or cause to be exercised the voting
rights with respect to Deposited Shares in accordance with instructions from Holders. As
of the date of this Prospectus, the Company confirms that there are no restrictions under
applicable law, the Articles of Association or the provisions of the Deposited Shares that
would prohibit or restrict the Depositary from voting any of the Deposited Shares in
accordance with instructions from Holders, except for those generally applicable to all
shareholders of the Company.
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Delivery of Deposited Shares: Pursuant to the Stock Connect Scheme, GDR holders will
not be permitted to redeem their GDRs and hold the Deposited Shares underlying such
GDRs in an on-shore account (such as a QFI account) or have the underlying Deposited
Shares held on their behalf by a designated broker. If GDR holders wish to hold A Shares
they must purchase them separately either from the funds received from a sale of GDRs
(whether a sale of GDRs on SIX Swiss Exchange (or another legitimate trading venue) or
a redemption of GDRs and sale of the underlying A Shares on the Shenzhen Stock
Exchange through a designated broker) or from funds unconnected with their holding of
GDRs. GDR holders or former GDR holders that are non-PRC investors may only hold A
Shares if they are QFIIs or RQFIIs or are otherwise able to hold A Shares through another
exemption.

Rights of the Company

The Company has broad rights to remove the Depositary under the terms of the Deposit
Agreement, but no specific rights under the Deposit Agreement which are triggered in the
event of the insolvency of the Depositary.

Insolvency of the Depositary

Applicable insolvency law: If the Depositary becomes insolvent, the insolvency
proceedings will be governed by US laws applicable to the insolvency of banks.

Effect of applicable insolvency law in relation to cash: The Conditions state that any cash
held by the Depositary for Holders is held by the Depositary as banker. Under current US
and English law, it is expected that any cash held for Holders by the Depositary as banker
under the Conditions would constitute an unsecured obligation of the Depositary. Holders
would therefore only have an unsecured claim in the event of the Depositary’s insolvency
for such cash that would also be available to general creditors of the Depositary.

Effect of applicable insolvency law in relation to non-cash assets: The Deposit Agreement
states that the Deposited Shares and other non-cash assets which are held by the Depositary
for Holders are held by the Depositary as bare trustee and, accordingly, the Holders will
be tenants in common for such Deposited Shares and other non-cash assets. Under current
US and English law, it is expected that any Deposited Shares and other non-cash assets
held for Holders by the Depositary on trust under the Conditions would not constitute
assets of the Depositary and that Holders would have ownership rights relating to such
Deposited Shares and other non-cash assets and be able to request the Depositary’s
receiver or conservator to deliver such Deposited Shares and other non-cash assets that
would be unavailable to general creditors of the Depositary.

Default of the Depositary

If the Depositary fails to pay cash or deliver non-cash assets to Holders in the
circumstances required by the Conditions or the Deposit Agreement or otherwise engages
in a default for which it would be liable under the terms of the Conditions or the Deposit
Agreement, the Depositary will be in breach of its contractual obligations under the
Conditions. In such case, Holders will have a claim under English law against the
Depositary for the Depositary’s breach of its contractual obligations under the Deposit
Agreement.
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The Custodian

The Custodian is Industrial and Commercial Bank of China Limited, a joint stock company
incorporated in the PRC with limited liability, at No. 55 Fuxingmennei Street, Xicheng
District, Beijing, 100140, PRC.

Relationship of Holders of GDRs with the Custodian: The Custodian and the Depositary
are parties to a custody agreement, which is governed by Hong Kong law. The Holders do
not have any contractual relationship with, or rights enforceable against, the Custodian.
The Depositary will hold the Deposited Shares in an account with CSDC. The CSDC
account will be in the name of the Depositary and the Deposited Shares will be registered
in the Company’s share register in the name of the Depositary and deposited in the
Regulation S and Rule 144A GDR facilities.

Default of the Custodian

Failure to deliver cash: Any cash dividend payments from the Company (which are
expected to be denominated in Renminbi) will initially be received by the Depositary in
a custody account held with the Custodian in the Depositary’s name. Subject to applicable
PRC regulations, amounts received from the Company by the Depositary into its account
with the Custodian will then be converted into USD by the Custodian in accordance with
the Conditions and the USD will be wired to the Depositary’s account in New York. After
deduction of any fees and expenses of the Depositary, the USD will then be credited to the
appropriate accounts of the Holders. If the Custodian fails to deliver cash to the Depositary
as required under the custody agreement or otherwise engages in a default for which it
would be liable under the terms of the custody agreement, the Custodian will be in breach
of its contractual obligations under the custody agreement. In such case, the Depositary
would have a claim under Hong Kong law against the Custodian for the Custodian’s breach
of its contractual obligations under the custody agreement. The Depositary can also
remove the Custodian and appoint a successor custodian and may exercise such rights if
it deems necessary.

Failure to deliver non-cash assets: If the Custodian fails to deliver Deposited Shares or
other non-cash assets held for the Depositary as required by the custody agreement or
otherwise defaults under the terms of the custody agreement, the Custodian will be in
breach of its contractual obligations to the Depositary. In such case, the Depositary will
have a claim under Hong Kong law against the Custodian for the Custodian’s breach of its
contractual obligations under the custody agreement. The Depositary can also remove the
Custodian and may appoint a substitute or additional custodians and exercise such rights
if it deems necessary.

The Depositary’s obligations: The Depositary has no obligation to pursue a claim for
breach of obligations against the Custodian on behalf of Holders. The Depositary is not
responsible for and shall incur no liability in connection with or arising from default by
the Custodian due to any act or omission to act on the part of the Custodian.
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Insolvency of the Custodian

Applicable law: If the Custodian becomes insolvent, the insolvency proceedings will be
governed by applicable PRC law.

Effect of applicable insolvency law in relation to cash: On an insolvency of the Custodian,
cash held by the Custodian in a custody account for the Depositary would not constitute
assets of the Custodian and the Depositary would have ownership rights relating to such
cash. As a result, the Depositary would have the right to claim the cash in the custody
account in full, without being subject to insolvency proceedings.

Effect of applicable insolvency law in relation to non-cash assets: All of the Deposited
Shares will be registered in the name of the Depositary and be held by the Depositary in
an account under its own name with the CSDC. In the event that the Custodian becomes
insolvent, as legal title to the Deposited Shares will be held by the Depositary and the
Deposited Shares will not be under the possession or control of the Custodian, the
Deposited Shares will not constitute part of the Custodian’s assets subject to the
insolvency proceedings.

The Depositary’s obligations: The Depositary has no obligation to pursue a claim in the
Custodian’s insolvency on behalf of the Holders. The Depositary has no responsibility for,
and will incur no liability in connection with or arising from, the insolvency of any
custodian. In the event of the insolvency of the Custodian, the Holders have no direct
recourse to the Custodian under the Deposit Agreement, though the Depositary can remove
the Custodian and appoint a substitute or additional custodian(s) and may exercise such
rights if it deems necessary.

PERSONS HOLDING TITLE TO GDRS OR BENEFICIAL INTERESTS THEREIN
ARE REMINDED THAT THE ABOVE DOES NOT CONSTITUTE LEGAL ADVICE
AND IN THE EVENT OF ANY DOUBT REGARDING THE EFFECT OF THE
DEFAULT OR INSOLVENCY OF THE DEPOSITARY OR THE CUSTODIAN,
SUCH PERSONS SHOULD CONSULT THEIR OWN ADVISORS IN MAKING A
DETERMINATION.
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Standard for Depository Receipts

As of the date on which the listing of the GDRs on SIX Swiss Exchange in accordance with
the Standard for Depository Receipts becomes effective, and for so long as any of the
GDRs remain listed on SIX Swiss Exchange, the Company will be subject to the Listing
Rules and any additional regulations enacted by SIX Exchange Regulation.

SIX Swiss Exchange (SIX Swiss Exchange AG; formerly known as SWX Swiss Exchange
AG) was founded in 1993 as the successor to the local stock exchanges in Zurich, Basel
and Geneva. Full electronic trading in foreign equities and derivatives began in 1995. In
1996, SIX Swiss Exchange introduced full electronic trading in Swiss equities, derivatives
and bonds. In 2008, the SWX Swiss Exchange AG changed its name to SIX Swiss
Exchange AG.

A listing in accordance with the Standard for Depository Receipts requires, inter alia, that
(1) the articles of association of the issuer comply with the national law to which the issuer
is subject, (ii) the operating and financial track record of the issuer extends over a period
of at least three years, (iii) the issuer’s consolidated equity capital amounts to at least CHF
25 million, (iv) at the time of the listing, at least 20% of the issuer’s outstanding GDRs
in the same category are in public ownership and the capitalization of those securities in
public ownership amounts to a minimum of CHF 25 million, (v) the issuer reports
according to PRC GAAP for PRC companies, (vi) the GDRs have been validly issued at
the time of listing, (vii) the depository must either be governed by the Swiss Banking Act
(BA) or, as securities firm, by the Financial Institutions Act (FinlA) or be subject to
equivalent foreign supervision, and (viii) the deposit agreement must provide for the
underlying shares to be held by the depository on a fiduciary basis (or on the basis of
similar arrangements under applicable law) on behalf of the investors with rights to the
global depository receipts in question so that they can be separated and segregated in favor
of the investors in the event of debt restructuring or insolvency of the depositary, and for
the depository to exercise all property and membership rights attached to the underlying
shares in the interests of those investors.

As of the date of this Prospectus, four issuers of global depositary receipts and around 250
equity issuers were listed on SIX Swiss Exchange (source: https://www.six-
group.com/en/products-services/the-swiss-stock-exchange/market-data/
shares/companies.html).

General Rules on Securities Trading

Trading on SIX Swiss Exchange occurs through a fully integrated trading system covering
the entire process from trade order through settlement. Trading in GDRs begins each
business day at 15:00 Central European Time (“CET”) or Central European Summer Time
(“CEST?”), as applicable, and continues until 17:20 CET or CEST (as applicable), at which
time the closing auction starts, and continues until trading closes at 17:30 (as applicable),
with a random close of trading within two minutes. Following the closing auction,
“Trading-At-Last” (“TAL”) provides investors with on book trading at the official closing
price until 17:40 CET or CEST (as applicable). After the close of exchange trading, new
orders can be entered or deleted until 22:00 CET or CEST (as applicable). From 6:00 CET
or CEST (as applicable), new entries and enquiries can be made until 11:00 CET or CEST
(as applicable). The system is not available between 22:00 and 6:00 CET or CEST (as
applicable). For the opening phase (starting at 15:00 CET or CEST (as applicable)), the
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system closes the order book and starts opening procedures, it establishes the opening
prices and determines orders to be executed 