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contents of this Application Proof, make no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
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The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the
“Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the purpose of providing
information to the public in Hong Kong.

This Application Proof is in draft form. The information contained in it is incomplete and is subject to change which
can be material. By viewing this document, you acknowledge, accept and agree with the Company, its sponsor,
advisers or members of the underwriting syndicate that:
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this document is only for the purpose of providing information about the Company to the public in Hong Kong
and not for any other purposes. No investment decision should be based on the information contained in this
document;

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

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

the Application Proof is not the final listing document and may be updated or revised by the Company from
time to time in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited;

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

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

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

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

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

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

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

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



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

IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

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

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

The [REDACTED], for themselves and on behalf of the [REDACTED], may, with the consent of our Company, reduce the number of [REDACTED]
and/or the indicative [REDACTED] range stated in this document at any time prior to the morning of the last date for lodging applications under
the [REDACTED]. In such a case, notices of the reduction in the number of [REDACTED] and/or the indicative [REDACTED] range will be
published in the [REDACTED] (in English) and the [REDACTED] (in Chinese) and on the websites of the Stock Exchange at www.hkexnews.hk
and our Company at www.angelalign.com as soon as practicable but in any event not later than the morning of the day which is the last day for
lodging applications under the [REDACTED]. For further information, see the sections headed “Structure and Conditions of the [REDACTED]”
and “How to Apply for [REDACTED]” in this document.

Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this document, and in
particular, the risk factors set out in the section headed “Risk Factors.”

The obligations of the [REDACTED] under the [REDACTED] to [REDACTED] for, and to procure applicants for the [REDACTED] for, the
[REDACTEDY], are subject to termination by the [REDACTED], for themselves and on behalf of the [REDACTED], if certain grounds arise prior to 8:00
a.m. on the [REDACTED]. Further details of such grounds are set out in the section headed “ [REDACTED].” It is important that you refer to that section
for further details.

The [REDACTED] have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States, and may
not be offered, sold, pledged or transferred within the United States or to, or for the account or benefit of US persons (as defined in Regulation
S), except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. The [REDACTED] are being
offered and sold (1) solely to QIBs in reliance on Rule 144A or another exemption from registration under the U.S. Securities Act and (2) outside
of the United States in offshore transactions in reliance on Regulation S.

[REDACTED]

[REDACTED]
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SUMMARY

This summary aims to give you an overview of the information contained in this document and
should be read in conjunction with the full text of this document. Since this is a summary, it does
not contain all the information that may be important to you. You should read the whole document,
including our financial statements and the accompanying notes, before you decide to invest in the
[REDACTED]. There are risks associated with any investment. Some of the particular risks of
investing in the [REDACTED] are set forth in the section headed “Risk Factors.” You should read
that section carefully before you decide to invest in the [REDACTED].

OUR MISSION

Our mission is to bring people confident smiles with revolutionary technologies.

Smile matters. With technologies, we engage, empower and enliven.

OVERVIEW

We are the leading clear aligner treatment solution provider in China. China’s clear aligner treatment
solution market is highly concentrated, with the top two market players accounting for an aggregate
market share of 82.3% in the nine months ended September 30, 2020 in terms of case shipments, according
to the CIC Report. We led the market with a market share of approximately 41.3% in the same period,
according to the same source.

We empower dental professionals with Angelalign clear aligner system, our proprietary digital
orthodontics solution, which comprises a trio of components: (1) digitally-assisted case assessment
support and treatment planning services, (2) customized, removable clear aligners based on specific
treatment plans, and (3) iOrtho, a cloud-based service platform. We facilitate dental professionals
throughout the entire clear aligner treatment process with the assurance of reliability, simplicity, efficiency
and accuracy, which translates into dependability, and ultimately, into user loyalty. As the backstage
driving force, our profound understanding of the medical principles and practice of digital orthodontics
has been emblazoned onto our DNA. It serves as a critical foundation for us to fully address disparate
demands of China’s dental professionals with varying levels of sophistication, in particular a multitude of
GP dentists. During the Track Record Period, the number of dental professionals we served increased from
approximately 11,500 in 2018 to approximately 15,800 in 2019, and from approximately 13,900 in the nine
months ended September 30, 2019 to approximately 17,300 in the nine months ended September 30, 2020.

We persistently optimize our clear aligner system, allowing dental professionals to continuously
extend their outreach. We currently market four lines of clear aligners with a variety of unique features
that appeal to different user segments, including Angelalign, Angelalign Pro, Angelalign Kid and
COMFOS. In particular, we have established one of the largest stomatology databases for Asian
population, according to the CIC Report. Leveraging our data-driven insight and a series of innovative
appliances and attachments and patented treatment plans on top of our diversified product lines, we are
uniquely positioned to help dental professionals address intractable cases that are prevalent in China. As
a result, we enable dental professionals to deliver effective treatment for a growing number of
malocclusion cases with varying complexities and for an enlarging patient base of a broad spectrum of
ages and different spending powers. Our case shipments increased from approximately 77,700 in 2018 to
approximately 120,100 in 2019, and from approximately 91,400 in the nine months ended September 30,
2019 to approximately 101,700 in the nine months ended September 30, 2020.
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We are well positioned to capture the enormous market opportunities in China. As the second largest
in the world, China’s overall clear aligner market, in terms of retail sales revenue, is expected to increase
from US$1.4 billion in 2019 to US$11.9 billion in 2030 at a CAGR of 21.5%, according to the CIC Report.
Moreover, as an increasing number of traditional orthodontic cases will become addressable by clear
aligners, we expect to seize the overall potential of China’s orthodontics market, which is expected to
reach US$29.6 billion in terms of retail sales revenue in 2030 at a CAGR of 13.6% from 2019 to 2030,
according to the same source. On the other hand, China’s clear aligner market is still at a nascent stage.
In 2019, China had approximately 1,037 million malocclusion cases, much higher than that of
approximately 244 million in the United States. However, among the 2.9 million treated malocclusion
cases in China in 2019, only 10.5% were addressed with clear aligners, whereas 33.1% of the 4.5 million
treated malocclusion cases in the United States were addressed with clear aligners. Such significant
disparities indicate a huge underpenetrated clear aligner market in China. Leveraging our market
leadership and our intimate understanding of China’s digital orthodontics market, we believe that we are
well positioned to capture the upside potential of the enormous market. Furthermore, we are poised to
replicate our success in the global clear aligner market, which is expected to reach US$50.9 billion in
terms of retail sales revenue by 2030.

We attribute our mastery of digital orthodontics to the integrated application of our dedicated and
relentless scientific research efforts on a range of relevant subjects, including clinical stomatology,
biomechanics, materials science, computer science and intelligent manufacturing technologies, including
3D printing and manufacturing automation. As the nucleus of our Angelalign clear aligner system, our
proprietary and robust technology and data platforms, nicknamed masterForce, masterControl and
masterEngine, play a vital role in our capability to continuously make breakthroughs in digital
orthodontics, which has created strong entry barriers and underpinned our long-term growth. Furthermore,
we manufacture all the clear aligners pertinent to specific treatment plans through a “mass customization”
model, leveraging our intelligent manufacturing capabilities and state-of-the-art technologies, including
3D printing and automated production lines.

We experienced significant growth during the Track Record Period. We generate revenue primarily
from the provision of clear aligner treatment solutions. Our revenue increased from RMB488.5 million in
2018 to RMB645.9 million in 2019, and from RMB485.4 million in the nine months ended September 30,
2019 to RMB601.3 million in the nine months ended September 30, 2020. Our net profit increased from
RMB58.2 million in 2018 to RMB67.7 million in 2019, and from RMB70.6 million in the nine months
ended September 30, 2019 to RMB155.7 million in the nine months ended September 30, 2020. Our
adjusted EBITDA was RMB127.5 million and RMB172.1 million in 2018 and 2019, respectively, and
RMB149.3 million and RMB253.2 million in the nine months ended September 30, 2019 and 2020,
respectively. Our adjusted net profit was RMB92.5 million and RMB130.4 million in 2018 and 2019,
respectively, and RMB116.3 million and RMB203.6 million in the nine months ended September 30, 2019
and 2020, respectively. See “Financial Information — Description of Major Profit or Loss Line Items —
Non-IFRS Measures” for a reconciliation of our operating profit to adjusted EBITDA and net profit to
adjusted net profit, respectively.

COMPETITIVE STRENGTHS

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

. pioneer and leading clear aligner treatment solution provider in China well positioned to
capture the enormous market opportunities;

. comprehensive product portfolio addressing diverse user needs;
. premium medical and technological services;

2 -
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. proprietary technology and data platforms underpinned by industry-leading R&D capabilities;

. strong brand recognition and profound academic influence;
. robust intelligent manufacturing capabilities with stringent quality assurance system; and
. visionary and seasoned management team with strong shareholder support.

GROWTH STRATEGIES

User satisfaction is our top priority. We aim to serve dental professionals and their patients with more
customized products and services, refined manufacturing capability and flexible supply chain. To this end,
we intend to pursue the following key strategies to grow our business sustainably and maintain our market

leadership:
. strengthen R&D capabilities and continue orthodontic solution innovations;
. further intelligentize and digitalize our systems to improve operational efficiency;
. optimize medical services to enhance user experience;
. increase production capacity and improve production efficiency; and
. solidify our market leading position by expanding sales network and enhancing brand

awareness and academic influence.

OUR RISKS AND CHALLENGES

Our business and operations involve certain risks and uncertainties including those set out in the
“Risk Factors” section in this document. Our historical business growth, revenue and profitability may not
be indicative of future performance, and our success depends in large part on our ability to execute our
business strategy. We may fail to achieve and further promote brand recognition and acceptance of our
Angelalign clear aligner system among dental professionals, or grow or retain the number of dental
professionals who utilize our solutions. Demand for clear aligner treatment may not increase as rapidly as
we anticipate due to a variety of factors, including weakness in general economic conditions. In addition,
we face competition in the clear aligner industry with domestic and international competitors. We also may
fail to execute our expansion plan as planned. As different investors may have different interpretations and
criteria when determining the significance of a risk, you should carefully read the “Risk Factors” section
in its entirety before you decide to invest in our Shares.

SUMMARY OF FINANCIAL INFORMATION

The following tables present the summary of our financial information for the Track Record Period
and should be read in conjunction with our financial information included in the Accountant’s Report in
Appendix I to this document, including the notes thereto.
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Summary of Combined Statements of Comprehensive Income

The following table set forth a summary of our combined statements of comprehensive income for
the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)
Revenue . .. .......... 488,483  100.0 645,898 100.0 485,410 100.0 601,328  100.0
Cost of revenue . . ... ... (176,765) (36.2) (228,756) (35.4) (161,036) (33.2) (175,680) (29.2)
Gross profit . .. ....... 311,718 63.8 417,142 64.6 324,374 66.8 425,648 70.8
Profit before income tax . . 74,777 15.3 84,492 13.1 86,489 17.8 186,287 31.0
Income tax expense . . . . .. (16,591)  (3.4)  (16,827)  (2.6)  (15,906)  (3.3) (30,576)  (5.1)

Profit for the year/period. . 58,186 11.9 67,6605 10.5 70,583 14.5 155,711 25.9
Total comprehensive

income for the year/

period attributable to

— Owners of the

Company. ......... 59,823 12.2 69,231 10.7 71,681 14.8 155,120 25.8
— Non-controlling
interests . . ........ (1,548)  (0.3) (1,170)  (0.2) (708)  (0.1) 102 0.0

58,275 11.9 68,061 10.5 70,973 14.6 155222 25.8

Non-IFRS Measures":
Adjusted EBITDA . ... .. 127,537 26.1 172,054 26.6 149,320 30.8 253,202 42.1
Adjusted net profit. . . . . . 92,497 18.9 130,354 20.2 116,288 24.0 203,610 33.9

(1)  See “Financial Information — Description of Major Profit or Loss Line Items — Non-IFRS Measures.”
Non-IFRS measures

To supplement our combined financial statements which are presented in accordance with IFRS, we
also use adjusted EBITDA and adjusted net profit as additional financial measures, which is not required
by, or presented in accordance with IFRS. We believe that these non-IFRS measures facilitates
comparisons of operating performance from period to period and company to company by eliminating
potential impacts of items that our management do not consider indicative of our operating performance.
The following table reconciles our adjusted EBITDA and adjusted net profit for the year/period presented
to the most directly comparable financial measure calculated and presented under IFRS, which is operating
profit and profit for the year/period, respectively.

Nine months ended

Year ended December 31, September 30,
2018 2019 2019 2020
(RMB in thousands except for percentages)
(unaudited)

Operating profit. . ... ............ 75,271 84,191 85,937 184,250
Add:
Share-based payments ............. 23,438 61,677 45,419 47,201
[REDACTED] expenses . .......... 10,510 664 443 664
Other gains — net . .. ............. (1,933) (2,851) (2,428) (2,857)
Depreciation of property, plant and

equipment . ................... 9,595 13,402 9,209 12,740

—4-
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Nine months ended
Year ended December 31, September 30,
2018 2019 2019 2020
(RMB in thousands except for percentages)
(unaudited)

Depreciation of right-of-use assets . . . . 8,338 10,367 7,291 8,297
Amortization of intangible assets . . ... 2,318 4,604 3,449 2,907
Adjusted EBITDA ............... 127,537 172,054 149,320 253,202
Profit for the year/period . .. ... .. .. 58,186 67,665 70,583 155,711
Add:
Share-based payments ............. 23,438 61,677 45,419 47,201
[REDACTED] expenses . .......... 10,510 664 443 664
Share of results of investments

accounted for using the equity

method . ..................... 363 348 (157) 34
Adjusted net profit. .. ...... ... ... 92,497 130,354 116,288 203,610
See “Financial Information — Description of Major Profit or Loss Line Items — Non-IFRS

Measures” for details.
Summary of Combined Statements of Financial Position

The following table sets forth details of our summary combined financial position as of the dates
indicated.

As of

As of December 31, September 30
’

2018 2019 2020
(RMB in thousands)
Total non-current assets . . . . ............. 99,687 197,214 194,543
Total current assets . ................... 372,813 655,575 941,585
Total current liabilities. . . . ... ... ........ 249,156 471,073 605,137
Net current assets. . . ... ................ 123,657 184,502 336,448
Total assets less current liabilities ... ... ... 223,344 381,716 530,991
Total non-current liabilities . ... ... ... .. .. 59,792 88,337 96,189
Net assets . . . ... ... ... ... ............ 163,552 293,379 434,802

Summary of Combined Statements of Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated.

Nine months
ended

Year ended December 31, September 30
b

2018 2019 2020
(RMB in thousands)

Net cash generated from operating activities . . . 144,585 402,332 271,331
Net cash used in investing activities . .. ... ... (2,062) (103,035) (284,389)
Net cash used in financing activities . . . ... ... (61,827) (11,304) (8,138)
Net increase/(decrease) in cash and cash

equivalents. . . ........ .. .. ... ... .. ... 80,696 287,993 (21,196)
Cash and cash equivalents at beginning of the

year/period. . .. ... ... .. 134,051 216,015 504,697
Exchange gains/(losses) on cash and cash

equivalents. . . .......... ... ... ... .. 1,268 689 (1,442)
Cash and cash equivalents at end of the

year/period. . . .. ... ... 216,015 504,697 482,059
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Key Financial Ratios

The following table sets forth certain of our key financial ratios as of the dates and for the periods
indicated.

As of/for the
nine months

As of/for the year ended ended
December 31, September 30,
2018 2019 2020
Profitability ratios
Gross profit margin . .. ......... .. .. ..... 63.8% 64.6% 70.8%
Adjusted net profit margin . ... ............ 18.9% 20.2% 33.9%
Adjusted return on equity . . . ... ... ... ... 72.1% 57.1% N/A
Adjusted return on total assets . ............ 23.2% 19.7% N/A
Liquidity ratios
Current ratio . . . .......... .. . ... ... 1.50 1.39 1.56
See “Financial Information — Key Financial Ratios” for a detailed analysis of our key financial
ratios.

OUR SHAREHOLDING STRUCTURE
Our Controlling Shareholders

As of the Latest Practicable Date, CareCapital Orthotech held approximately 67.1242% of the total
issued share capital and thus, is a Controlling Shareholder of our Company. CareCapital Orthotech is
wholly-owned by CareCapital EA, Inc., which is in turn owned by CareCapital Holdings and CareCapital
Moonstone Holdings Limited, a wholly-owned subsidiary of CareCapital Holdings. CareCapital Group is
the holder of all voting shares and has the right to appoint the sole director of CareCapital Holdings.
Accordingly, as of the Latest Practicable Date, CareCapital Group is entitled to exercise approximately
67.1242% of the voting rights at the general meetings of our Company. Immediately after the completion
of the [REDACTED)] (assuming no exercise of the [REDACTED] or any options granted under the Share
Award Schemes), CareCapital Group will continue to control approximately [REDACTED]% of the
voting rights at the general meetings of our Company, and thus continue to be the Controlling Shareholders
of our Company upon [REDACTED]. See “Relationship with Our Controlling Shareholders” for details
of our Controlling Shareholders.

Pre-[REDACTED] Investments

We have completed certain pre-[REDACTED] equity financings to fund our rapid business
expansion. See “Our History and Corporate Development — Pre-[REDACTED] Investments” for details
of the identity and background of our Pre-[REDACTED] Investors.

Share Award Schemes

We value the contribution from our Directors, senior management and employees to the development
and success of our Group. See “Our History and Corporate Development — Share Award Schemes” and
“Statutory and General Information — D. Share Award Schemes” in Appendix IV to this document for
details of or share incentives.
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DIVIDEND

According to our dividend policy adopted on [®], the Articles of Association and applicable laws and
regulations, the determination to pay dividends will be made at the discretion of our Directors, subject to
the Listing Rules, and will depend upon, among others, the financial results, cash flow, business conditions
and strategies, future operations and earnings, capital requirements and expenditure plans, any restrictions
on payment of dividends, and other factors that our Directors may consider relevant. We do not have a
pre-determined dividend payout ratio. We will continue to re-evaluate our dividend policy in light of our
financial condition and the prevailing economic environment.

As advised by our Cayman legal advisors, we are a holding company incorporated under the laws
of the Cayman Islands, pursuant to which, the financial position of accumulated losses does not prohibit
us from declaring and paying dividends to our Shareholders, as dividends may still be declared and paid
out of our share premium account notwithstanding our profitability, provided that our Company satisfies
the solvency test set out in the Cayman Companies Act.

During the Track Record Period and up to the Latest Practicable Date, Wuxi EA paid cash dividends
of RMB61.0 million and RMB43.0 million in October 2020 and November 2020, respectively. For details,
see Note 30 and Note 37 to the Accountant’s Report in Appendix I to this document.

NO MATERIAL ADVERSE CHANGE

Our Directors confirmed that, up to the date of this document, there had been no material adverse
change in our financial, operating or trading conditions since September 30, 2020, being the end of the
period reported in the Accountant’s Report in Appendix I to this document.

STATISTICS OF THE [REDACTED]

All statistics in the following table, unless otherwise indicated, are based on the assumptions that (1)
the [REDACTED] has been completed and [REDACTED] Shares are issued pursuant to the
[REDACTED]; (2) options granted under the [REDACTED] or the Share Award Schemes are not
exercised; and (3) [REDACTED] Shares are issued and outstanding following the completion of the
[REDACTED].

Based on an Based on an
[REDACTED] of [REDACTED] of
HKS$[REDACTED] HK$[REDACTED]

per Share per Share
Market capitalization of our Shares. .. ................... HKS$[REDACTED] HKS$[REDACTED]
million million
Unaudited [REDACTED] adjusted combined
net tangible asset value per Share™ . .. . ... ... .. ... ... .. HK$[REDACTED] HKS$[REDACTED]

(1) The unaudited [REDACTED] adjusted combined net tangible asset value per Share is calculated after making the adjustments
referred to in Appendix II to this document, which excludes Shares issued to a pre-[REDACTED] investor in December 2020.

[REDACTED] EXPENSES

We expect to incur a total of approximately RMB[REDACTED] million of [REDACTED] expenses
in connection with the [REDACTED], representing approximately [REDACTED]% of the
[REDACTED] from the [REDACTED] (assuming an [REDACTED] of HK$[REDACTED], being the
mid-point of the indicative [REDACTED] range between HK$[REDACTED] and HK$S[REDACTED],
and assuming that the [REDACTED] is not exercised). During the Track Record Period, we incurred
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[REDACTED] expenses of approximately RMB[REDACTED] million, out of which approximately
RMB[REDACTED] million was charged to our combined statements of comprehensive income as
administrative expenses, while the remaining amount of approximately RMB[REDACTED] million was
capitalized as prepayment and will be deducted from the share premium upon the completion of the
[REDACTED]. We expect to further incur [REDACTED] and other [REDACTED] expenses of
approximately RMB[163.6] million upon the completion of the [REDACTED], out of which
approximately RMB[31.1] million is expected to be charged to our combined statements of results of
operations and approximately RMB[132.5] million is expected to be deducted from the share premium.
The [REDACTED] expenses above are the best estimate as of the Latest Practicable Date and for
reference only. The actual amount may differ from this estimate.

USE OF [REDACTED]

We estimate that the [REDACTED] from the [REDACTED] will be approximately
HK$[REDACTED] million (after deducting the estimated [REDACTED] and other fees and expenses
payable by us in connection with the [REDACTED]), assuming an [REDACTED] of HK$[REDACTED]
per Share, being the mid-point of the indicative range of the [REDACTED] of HK$[REDACTED] to
HKS$[REDACTED] per Share, and that the [REDACTED] is not exercised.

We currently intend to apply the [REDACTED] from the [REDACTED] for the purposes and in the
amounts set out follows:

J approximately [REDACTED]%, or HK${REDACTED] million, for funding the construction
of our Chuangmei Center which comprises new manufacturing facilities and a research and
development center;

. approximately [REDACTED]%, or HK$[REDACTED] million, for strengthening our
research and development capabilities and funding our in-house and collaborative R&D
initiatives;

. approximately [REDACTED]%, or HK$[REDACTED] million, for expanding our in-house
sales team and providing sales personnel with training sessions;

. approximately [REDACTED]%, or HK$[REDACTED] million, for funding a variety of
marketing and branding activities to expand customer base and promote brand image;

. approximately [REDACTED]%, or HK$[REDACTED] million, for developing a flexible and
scalable intelligent information technology system and deploying a data middle platform, and
upgrading our existing platforms and systems;

. approximately [REDACTED]%, or HK${REDACTED] million, for optimizing our medical
services by establishing additional regional demonstration centers and cultivating qualified
medical talent through joint programs; and

. approximately [REDACTED]%, or approximately HK$[REDACTED] million, for working
capital and other general corporate purposes.

See “Future Plans and Use of [REDACTED] — Use of [REDACTED].”

8-



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

DEFINITIONS

document.

Unless the context otherwise requires, the following expressions have the following meanings
in this document. Certain other terms are explained in the section headed “Glossary” in this

“affiliate”

“Articles of Association” or
“Articles”

“associate”

“Audit Committee”

“Board” or “Board of Directors”

“business day”

“BVI”

“CareCapital Group”

“CareCapital Holdings”

“CareCapital Orthotech”

“Cayman Companies Act”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

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

our articles of association, as adopted on [®], and as amended from
time to time, a summary of which is contained in Appendix III to
this document

has the meaning ascribed to it under the Listing Rules
the audit committee of the Board
the board of directors of our Company

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

British Virgin Islands

Mr. FENG Dai and the entities controlled by him directly or
indirectly for holding interests in the Company under the trade
name of CareCapital

CareCapital Dental Holdings Limited, a limited liability company
incorporated under the laws of Cayman Islands on April 15, 2015
and a Controlling Shareholder

CareCapital Orthotech Limited (FAMA1E B 4% 114 BR/A A]) (formerly
known as Rico Investments Limited (GKHHERIRAT)), a
limited liability company incorporated under the laws of Hong
Kong on November 19, 2009 and a Controlling Shareholder

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

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant
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“CCASS Investor Participant”

“CCASS Participant”

“China” or “the PRC”

“CcIC”

“CIC Report”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company,” “our Company,”
“Group,” “our Group,”
“We” Or “us”

“Controlling Shareholders”

“CSRC”

“Director(s)”

“Extreme Conditions”

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

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

the People’s Republic of China excluding, for the purpose of this
document, Hong Kong, Macau and Taiwan

China Insights Industry Consultancy Limited, the industry
consultant of our Company

a commissioned report from CIC

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended or supplemented or otherwise modified from
time to time

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

Angelalign  Technology Inc. (FRURMERHEZABRAF), an
exempted company incorporated under the laws of Cayman Islands
with limited liability on November 29, 2018, and, except where the
context indicated otherwise, all of its subsidiaries, or with respect
to the period before our Company became the holding company of
our current subsidiaries, the business operated by our present
subsidiaries or their predecessors (as the case may be)

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, refers to Mr. FENG Dai,
CareCapital Management Group LLC, CareCapital Dental
Holdings Limited, CareCapital Moonstone Holdings Limited,
CareCapital EA, Inc. and CareCapital Orthotech Limited

China Securities Regulatory Commission (B 75 B EHZE E

)
the director(s) of the Company or any one of them

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

[REDACTED]
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“HK$” or “Hong Kong dollars”

“HKFRS”
“HKSCC”
“HKSCC Nominees”

“Hong Kong”

“IFRS”

“independent third party(ies)”

[REDACTED]

Hong Kong dollars and cents, respectively, the lawful currency of
Hong Kong

Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of HKSCC

the Hong Kong Special Administrative Region of the PRC

[REDACTED]

International Financial Reporting Standards

a party, who/which, to the best of our Directors’ knowledge,
information and belief, having made all reasonable enquiries,
which is not connected (as defined in the Listing Rules) to our
Company or our connected persons

[REDACTED]
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“[REDACTED]” and “Joint
Sponsors”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

[REDACTED]

Goldman Sachs (Asia) L.L.C. and China International Capital
Corporation Hong Kong Securities Limited

[REDACTED]

[January 21], 2021, being the latest practicable date prior to the
printing of this document for the purpose of ascertaining certain
information contained in this document

[REDACTED]

the Listing Committee of the Stock Exchange

[REDACTED]

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended or supplemented
from time to time
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“Memorandum”

“MOFCOM”

“NDRC”

“QIBS”

“Regulation S”

“RMB”

“Rule 144A”

“SAFE”

“SAMR”

“SAT”

“SFC”

our memorandum of association, conditionally approved and
adopted on [®] and to become effective on the [REDACTED], as
amended, supplemented or otherwise modified from time to time

Ministry of Commerce of the PRC ("1 #E A [ ] 75 5 7))

National Development and Reform Commission the PRC (1 #EA
RILFIE B R RS EE B )

[REDACTED]

qualified institutional buyers within the meaning of Rule 144A
Regulation S under the U.S. Securities Act

Renminbi, the lawful currency of the PRC

Rule 144A under the U.S. Securities Act

the State Administration for Foreign Exchange of the PRC (FH#E A
ROILAN RSP R

State Administration for Market Regulation of the PRC (%?Tﬁi%
WA LA I

State Administration of Taxation of the PRC (B ZBiH544)R)

the Securities and Futures Commission of Hong Kong
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“SFDA”

“SFO”

“Shanghai EA”

“Shareholder(s)”

“Shares”

“Share Award Schemes”

“Share Subdivision”

“Stock Exchange”

“Track Record Period”

“U.S.” or “United States”

“U.S. Securities Act”

State Food and Drug Administration (B X & /25 BB E ),
which was later reformed as China Food and Drug Administration
in 2013 and is now known as the National Medical Products
Administration

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

Shanghai EA Medical Instruments Co., Ltd. (_F 7 REAC R BB 8%
WA FR/AF]), a company incorporated under the laws of the PRC
with limited liability on September 5, 2011 and a direct wholly-
owned subsidiary of Wuxi EA

holder(s) of Shares

ordinary shares in the share capital of the Company with a par
value of US$0.01 each as of the Latest Practicable Date; upon the
[REDACTED], oridnary shares in the share capital of the
Company with a par value of US$0.0001 each

the share award schemes adopted by the Company in December
2020, as amended, the principal terms of which are summarized in
“Statutory and General Information — D. Share Award Schemes”
in Appendix IV to the document

the share subdivision on [®], where each of our issued and unissued
share with par value of US$0.01 each was subdivided into 100
shares of our Company with a par value of US$0.0001, such that
the authorized share capital of our Company was US$50,000
divided into 500,000,000 Shares with par value of US$0.0001 each

[REDACTED]
The Stock Exchange of Hong Kong Limited

the period consisting of the two years ended December 31, 2018

and 2019 and the nine months ended September 30, 2020

[REDACTED]

the United States of America

the United States Securities Act of 1933, as amended, and the rules
and regulations promulgated thereunder
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“US$” or “US dollars” United States dollars, the lawful currency of the United States
“VAT” the PRC value-added tax
“Wuxi EA” Wuxi EA Medical Instruments Technologies Limited (85 Reft K

B AR A BRZA 7)), a company incorporated under the laws
of the PRC with limited liability on February 10, 2010 and an
wholly-owned subsidiary of the Company

“%” per centum

Translated English names of Chinese natural persons, legal persons, governmental authorities,
institutions or other entities for which no official English translation exist are unofficial translations for
identification purposes only. If there is any inconsistency, the Chinese names shall prevail.

» o« » o«

In this document, the terms “associate,” “close associate,” “core connected person,” “connected
person,”  “connected transaction,” “controlling shareholder,” “subsidiary” and “substantial
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the context

otherwise requires.
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This glossary contains certain technical terms used in this document. As such, these terms and
their meanings may not correspond to standard industry meanings or usage of these terms.

“3D”

“3D printing”

“AI”

“attachment(s)”

“CAGR”

“case shipments”

“clear aligner”

“dental professionals”

“digital orthodontics”

“GP dentist(s)”

“intelligent manufacturing”

three-dimensional

the production process of generating a physical object from a 3D
digital model, typically by laying down many successive thin
layers of a material using a 3D printer

artificial intelligence

small tooth-colored dots or bumps of dental bonding material that
are placed on certain teeth and specific locations to help ensure the
right forces are placed in the right places to move the teeth

compound annual growth rate

refers to the number of newly submitted clear aligner treatment
cases for which we have shipped the first batch of clear aligners
during a given period; while the treatment process may last for
more than one year and the clear aligners may be shipped in
multiple batches across the treatment process, all cases will not be
double-counted in any subsequent periods for the delivery of the
remaining clear aligners

aremovable, transparent, plastic form of dental braces used to treat
malocclusion

include both orthodontists and GP dentists for the purpose of this
document

refers to the use of computer software by a dental professional to
move teeth virtually and to effect orthodontic tooth movements
through the use of 3D printing of clear aligners of different
thickness

dental care providers who diagnose, treat, and manage patients’
overall oral health care needs, but are not specifically trained for
orthodontics treatment

a category of manufacturing that employs computer-integrated
manufacturing, high levels of adaptability and rapid design
changes, and digital information technology; some of the key
technologies in the intelligent manufacturing include big data
processing capabilities, advanced robotics, industrial connectivity
devices and services, and 3D printing
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“malocclusion”

“mass customization”

“orthodontist(s)”

“R&Dn

“stomatology”

a misalignment or incorrect relation between the teeth of the two
dental arches when they approach each other as the jaws close
which can lead to serious oral health complications

the use of flexible computer-aided manufacturing systems to
produce custom output which combine the low unit costs of mass
production processes with the flexibility of individual
customization

dental specialists who have received additional training in
orthodontic treatment on top of their general dental degree

research and development

a branch of medicine or dentistry concerned with the structures,
functions, and diseases of the mouth
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We have included in this document forward-looking statements. Statements that are not
historical facts, including statements about our intentions, beliefs, expectations or predictions for
the future, are forward-looking statements.

This document contains forward-looking statements that are, by their nature, subject to significant
risks and uncertainties, including the risk factors described in this document. Forward-looking statements
can be identified by words such as “may,” “will,” “should,” “would,” “could,” “believe,” “expect,”
“anticipate,” “intend,” “plan,” “continue,” “seek,” “estimate” or the negative of these terms or other
comparable terminology. Examples of forward-looking statements include, but are not limited to,
statements we make regarding our projections, business strategy and development activities as well as

other capital spending, financing sources, the effects of regulation, expectations concerning future

LRI EEINT3

operations, margins, profitability and competition. The foregoing is not an exclusive list of all
forward-looking statements we make.

Forward-looking statements are based on our current expectations and assumptions regarding our
business, the economy and other future conditions. We give no assurance that these expectations and
assumptions will prove to have been correct. Because forward-looking statements relate to the future, they
are subject to inherent uncertainties, risks and changes in circumstances that are difficult to predict. Our
results may differ materially from those contemplated by the forward-looking statements. They are neither
statements of historical fact nor guarantees or assurances of future performance. We caution you therefore
against placing undue reliance on any of these forward-looking statements. Important factors that could
cause actual results to differ materially from those in the forward-looking statements include regional,
national or global political economic, business, competitive, market and regulatory conditions and the
following:

. our business prospects;
. our business strategies and plans to achieve these strategies;
. future developments, trends and conditions in and competitive environment for the industries

and markets in which we operate;

. general economic, political and business conditions in the PRC;

. our financial condition and performance;

. our capital expenditure plans;

. our dividend policy;

. changes to the regulatory environment, policies, operating conditions of and general outlook in

the industries and markets in which we operate;

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

J the amount and nature of, and potential for, future development of our business;

. the actions of and developments affecting our competitors;

. the actions of and developments affecting our major customers and suppliers;
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. the length and severity of the recent COVID-19 outbreak and its impact on our business and
industry; and

. certain statement in the sections headed “Risk Factors,” “Industry Overview,” “Regulatory
Overview,” “Business,” “Financial Information,” “Relationship with Our Controlling
Shareholders” and “Future Plans and Use of [REDACTED]” with respect to trends in interest
rates, foreign exchange rates, prices, volumes, operations, margins, risk management and
overall market trends.

Any forward-looking statement made by us in this document speaks only as of the date on which it
is made. Factors or events that could cause our actual results to differ may emerge from time to time, and
it is not possible for us to predict all of them. Subject to the requirements of applicable laws, rules and
regulations, we undertake no obligation to update any forward-looking statement, whether as a result of
new information, future developments or otherwise. All forward-looking statements contained in this
document are qualified by reference to this cautionary statement.
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RISK FACTORS

Potential investors should read and consider carefully all the information set out in this
document, and, in particular, should evaluate the following risks and uncertainties before deciding
to make any investment in our [REDACTED]. You should pay particular attention to the fact that
we conduct our operations in China, the legal and regulatory environment of which in some respects
may differ from that in Hong Kong. Any of the risks and uncertainties listed below could have a
material adverse effect on our business, results of operations, financial condition or on the trading
price of our Shares, and could cause you to lose all or part of your investment.

Our business and operations involve certain risks and uncertainties, many of which are beyond our
control. These risks can be broadly categorized into (1) risks relating to our business and industry, (2) risks
relating to conducting business in China, and (3) risks relating to the [REDACTED].

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our historical business growth, revenue and profitability may not be indicative of future
performance, and our success depends in large part on our ability to execute our business strategy.

We experienced significant growth during the Track Record Period. Our revenue increased from
RMB488.5 million in 2018 to RMB645.9 million in 2019, and from RMB485.4 million in the nine months
ended September 30, 2019 to RMB601.3 million in the nine months ended September 30, 2020. Our net
profit increased from RMBS58.2 million in 2018 to RMB67.7 million in 2019, and from RMB70.6 million
in the nine months ended September 30, 2019 to RMB155.7 million in the nine months ended September
30, 2020. Going forward, we may experience slower than expected growth rate, business stagnation, or
even revenue decline. If we fail to increase our revenue at the rate we anticipate or if the increases in our
costs and expenses outpace the increase in our revenue, we may fail to improve or achieve profitability.
Accordingly, you should not rely on the results of any prior periods as indicative of our future growth or
financial results.

Our ability to achieve profitability and positive cash flow will depend in large part on our ability to
successfully execute our business strategies, which in turn depends on a number of factors, including our
ability to:

. innovate and develop new technologies, services and products;

. develop functionality and features that address market demand and preferences;

. enhance our production capacity and efficiency;

. maintain adequate control of our costs and expenses;

. increase market acceptance of our services and products; and

. improve our brand recognition and reputation among dental professionals and their prospective
patients.

We may also encounter unforeseen costs and expenses, difficulties, complications, delays and other
unknown events. In addition, our ability to execute our business strategy is subject to various factors
beyond our control, such as changes in the macroeconomic and regulatory environment and competitive
dynamics. We cannot assure you that we will be able to respond to these changes in a timely and effective
matter or at all, failure of which will adversely affect our business, results of operations and financial
condition.
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If we fail to achieve and further promote brand recognition and acceptance of our Angelalign clear
aligner system among dental professionals, or if we fail to grow or retain the number of dental
professionals who utilize our solutions, our business, results of operations and financial condition
may be materially and adversely affected.

We directly deliver our solutions to dental professionals. Our business has depended on, and will
continue to significantly depend on, dental professionals and their demand for our solutions. If dental
professionals no longer view our solutions as useful and attractive as compared to competing offerings or
are not receptive to our solutions, our business, results of operations and financial condition may be
materially and adversely affected.

A number of factors could negatively affect the growth, retention and engagement of dental
professionals and their acceptance of our solutions, including that:

. we may be unable to identify or meet evolving demands of dental professionals;

. we may not be able to timely develop and provide new products or services in accordance with
dental professionals’ requests;

. we may fail to update existing technologies or develop new technologies in time to stay ahead
or abreast of market advances;

. our competitors may develop or launch products and services similar to or better than ours,
which may result in our loss of existing dental professionals or decline in the number of new
dental professionals; and

. patients may not accept our solutions or may find the solutions of our competitors or other
orthodontic treatment alternatives more desirable, which in turn affects our relationship with
dental professionals.

In addition, we may not be able to uphold and further enhance our “Angelalign” brand and
reputation, as well as the market recognition of our Angelalign clear aligner system among dental
professionals. We believe that maintaining and enhancing our “Angelalign” brand in the orthodontic
industry is critical to the success of our business. Our operational and financial performance is highly
dependent on the strength of our brand, which is critical to increasing our customer and user base and
forging long-term relationships with them. However, we cannot assure you that we will be able to maintain
and enhance our brand, and remain our reputation and market leading position in China. Nor can we assure
you that we will be able to attain a similar degree of brand recognition, reputation, and market position
in the global markets as that of the Chinese market. In addition, if the brands of our competitors or other
orthodontic solutions become more well-recognized or preferred among users, including dental
professionals and patients, than ours, our customer and user base may shrink, and our business, results of
operations and financial condition may be materially and adversely affected.

Demand for clear aligner treatment may not increase as rapidly as we anticipate due to a variety of
factors, including weakness in general economic conditions, which would materially and adversely
affect our business, results of operations and financial condition.

China’s clear aligner market has developed rapidly according to the CIC Report. The future demand
of clear aligner treatment may, however, be difficult to anticipate since it depends on a number of
variables, most of which are beyond our control. Consumer spending habits are affected by, among other
things, prevailing economic conditions, levels of employment, salaries and wage rates, consumer
confidence and consumer perception of economic conditions. A general slowdown in economy of China
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or other overseas markets or an uncertain economic outlook would adversely affect consumer spending
habits which may, among other things, result in a decrease in the number of overall orthodontic treatment
cases or a reduction in consumer spending on elective or higher value orthodontic solutions, each of which
would have a material adverse effect on our results of operations.

The prospect of the clear aligner market is also uncertain and may develop slower than we expect.
The market prospect depends on a number of factors, including, among others, the level of market
recognition, competing technologies and the industry’s own development. Moreover, if any manufacturers
in the industry get involved in product liability disputes, then the prospect of the whole industry would
be negatively affected, resulting in a decrease in our results of operations. If the demand for clear aligners
fails to increase as rapidly as we anticipate, our business, financial condition, results of operations and
prospects may be materially and adversely affected.

We face competition in the clear aligner industry with domestic and international competitors. Our
failure to compete successfully could materially and adversely affect our prospects, business,
financial condition and results of operations.

We operate in a highly concentrated and competitive market. The demand of our solutions can be
impacted by factors including effectiveness, safety, ease of use, reliability, aesthetics, and price compared
to competing products. For example, in the near future, our competitors may develop some competing
products, which can constitute perfect substitutes for clear aligners with lower cost and/or better effect.
We face competition from both domestic and international competitors. In general, we face pricing
competition from domestic competitors, and competition on product quality and brand recognition from
international competitors.

We may be unable to offer products more desirable than those offered by our competitors, and we
may not be able to market our products as effectively as our competitors or otherwise respond successfully
to competitive pressures. In addition, our competitors may be able to offer discounts on competing
products and services to their customers, and we may not be able to profitably match those discounts.

Furthermore, our competitors may develop technologies and products that are more effective than
those we currently offer or that render our products obsolete or uncompetitive. In addition, the timing of
the introduction of competing products into the market could affect the market acceptance and market
share of our products.

In addition, although our historical business growth, revenue and profitability have largely depended
on our ability to penetrate the domestic market, we expect to establish our presence and increase our sales
in the global market in the future. As a result, we may face intense and uncertain competition and may not
localize and compete successfully or effectively in the overseas markets, which may materially and
adversely affect our prospects, business, results of operations and financial condition.

We cannot assure you that our endeavors in developing new products, enhancing scientific and
medical capabilities, increasing market recognition or expanding manufacturing capacity will enable us to
improve our relative competitive position in the industry. If we fail to compete effectively with existing
products or respond effectively to any products developed by new or existing competitors, our business
could be harmed. Intensified competition may in the future result in increased pricing pressure, reduced
gross margins, increased sales and marketing expenses, reduced profitability and loss of market share, any
of which could have a material adverse effect on our prospects, business, financial condition and results
of operations.
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If we fail to implement our expansion plan as planned, our business and prospects could be
materially and adversely affected.

We are in the process of constructing our Chuangmei Center which comprises new manufacturing
facilities and a research and development center with a gross floor area of approximately 126,000 square
meters in Wuxi city. The new manufacturing facilities in our Chuangmei Center, once fully commissioned,
are expected to have an ultimate annual designed production capacity of approximately 100 million units
of clear aligners. See “Business — Our Intelligent Manufacturing — Expansion Plan” for details.

However, we cannot assure you that our expansion plan will be successfully implemented without
delay or at all. Our ability to successfully implement our expansion plan is subject to a number of risks,
including our ability to obtain the requisite permits, licenses and approvals for the construction and
operation of the new manufacturing facilities, the risk of construction delays, and our ability to timely
recruit sufficient qualified staff for our new facilities. Any failure or delay in implementing any part of
our expansion plan may result in insufficient production capacity to support our growth and market
expansion, which in turn could materially and adversely affect our business, financial condition and results
of operations. Moreover, our expansion plan requires significant capital investment, and the actual costs
may exceed our original estimates, which could materially and adversely affect the realization of expected
return on our investment. In addition, if we fail to fully utilize the additional production capacity due to
any material and adverse changes to the market environment, technologies, relevant policies during the
implementation of projects or estimation deviations, our business, financial condition and results
ofoperations could be materially and adversely affected.

Our revenues depend significantly on the sales of our clear aligner treatment solutions and any
decline in sales volume or average selling price of such would adversely affect our revenues, gross
profit margin and net profit.

We generated substantially all of our revenues from the provision of our clear aligner treatment
solutions during the Track Record Period. Revenues generated from the provision of clear aligner
treatment solutions were RMB464.9 million, RMB628.1 million and RMB588.9 million in 2018, 2019 and
the nine months ended September 30, 2020, respectively, representing 95.2%, 97.2% and 97.9% of our
total revenues for the same periods, respectively. We expect that revenue contribution of our clear aligner
treatment solutions will continue to remain significant for the foreseeable future. As a result, continued
and widespread acceptance of our clear aligner treatment solutions by dental professionals and prospective
patients is critical to our future success. If dental professionals experience a reduction in demand for
orthodontic services, if dental professionals and/or their patients prove unwilling to adopt our clear aligner
treatment solutions as rapidly or in the volumes we anticipate and at the prices offered, if dental
professionals choose to use alternative solutions or competitive products rather than ours, or if the average
selling price of our products and services decline for any reason, such as a shift in product mix towards
lower-priced products, promotions, or competition, our operating results and financial prospects would be
materially and adversely affected.

Our robust technologies underpinned by strong research and development capacities are among our
core competences. Any failure to retain research and development talent or otherwise refine and
improve our research and development capabilities would materially and adversely affect our
business, results of operations and financial condition.

Being one of the two largest clear aligner treatment solution providers in China, we expect to lead
the industry standards. We must stay abreast of the constantly evolving industry trends and technical
standards, and continue to enhance and improve the functionality of our technology platforms. Our success
in the future is dependent on our ability to respond to technological advances in the clear aligner industry
in a timely and cost-effective manner. We intend to continue to invest significant technical, financial,
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managerial, talent and other resources to enhance our technical capabilities and step up our research and
development efforts. However, we cannot assure you that we will be successful in developing, enhancing
or adapting to new technologies in a timely and effective manner, or at all.

Our research and development staff with high credentials in the industry are one of our core
competencies, and we rely heavily on them for the success of our business operations. As of September
30, 2020, we had 120 research and development staff who are primarily responsible for maintaining and
improving our existing products and technologies, as well as innovating new products based on industry
trends and demands. We have adopted non-compete agreements and share incentive schemes to retain our
research and development staff. However, as experienced specialists in the clear aligner industry are in
high demand yet limited in number, our competitors may through various means solicit the core members
of our research and development department to work for them, and we may experience a high turnover of
our research and development staff. Finding equivalent and suitable replacements for our research and
development staff can be hard and may take an exceptionally long time. During this process, our research
and development capacity could be materially and adversely impaired, which would result in a serious loss
to our business.

The maintenance and improvement of the competitive edge of our current technology platforms are
also subject to several other factors, many of which are beyond our control, such as emergence of new
industry standards and practices, amendment of laws and regulations, as well as introduction of new
orthodontics solutions embodying new technologies. As a result, we cannot assure you that we will remain
successful as our competitors may create or adopt technologies similar to ours and develop these
technologies to achieve capabilities that are superior to ours. We may also fail to achieve or maintain the
competitive edge of our technology platforms in the overseas markets and/or may incur additional costs
and expenses to step up our research and development efforts in support of our overseas expansion. If we
are unable to adapt and retain our technical competitive edge in a cost-effective and timely manner,
ourresults of operations and overall business prospects may be materially and adversely affected.

Any failure or underperformance of our treatment planning services would hamper the performance
of our clear aligners and materially and adversely affect our business, results of operations and
financial condition.

Treatment planning is a key step leading to our manufacturing process. Our ability to attract dental
professionals and achieve wide market acceptance of our solutions significantly depends on our ability to
help formulate customized and highly-effective clear aligner treatment plans, which in turn depends on our
ability to maintain an experienced and professional team of medical designers and well-functioning
intelligent planning and optimization systems.

We have made substantial investments to recruit, train and retain our medical designers. We cannot
assure you that we will be able to maintain a team of medical designers of high quality, since experienced
and professional medical designers specialized in orthodontics in the clear aligner industry are in high
demand. We may also encounter difficulties in finding equivalent and suitable replacements for our
medical designers and maintaining a sufficient number of qualified medical designers in line with our
business expansion. In addition, some of our medical designers may conduct errors or get involved in
malpractice during treatment planning process unintentionally or negligently, which could impair the
effectiveness of our clear aligners and may even subject us to product liability claims.

We have also invested heavily in the development, maintenance, optimization and upgrade of our
intelligent planning and optimization systems. We cannot assure you that the technologies and mechanisms
embedded in our system will be as effective as expected and continue to generate accurate modeling of
our clear aligners. Nor can we assure you that our systems will perform as smoothly or efficiently as we
expect or attain satisfying operability and compatibility. Moreover, we cannot assure you that the
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functionality of our system will not be compromised due to technical errors, security breaches or hacking
incidents. Any errors, defects or malfunctions with respect to our intelligent planning and optimization
system could greatly reduce the effectiveness of our clear aligners, and our reputation and revenue would
be adversely affected. In addition, as we may expand into overseas markets, we may need to further
modify, test and enhance our intelligent planning and optimization systems to accommodate the needs and
requirements of dental professionals. If we fail to help formulate customized and highly-effective clear
aligner treatment plans, our prospects, business, financial condition and results of operations would
bematerially and adversely affected.

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

Since December 2019, a novel strain of coronavirus, later named COVID-19, has severely impacted
China and many other countries. On March 11, 2020, the World Health Organization declared COVID-19
a global pandemic. Many businesses and social activities in China and other countries and regions have
been severely disrupted, particularly in the first quarter of 2020, including us. Government efforts to
contain the spread of COVID-19, including city lockdowns or “stay-at-home” orders, suspension of
non-emergent dental care services and temporary closures of dental hospitals and clinics, restrictions on
travel and other emergency quarantines, have caused significant and unprecedented disruptions to the
global economy and normal business operations across sectors and countries. As a result, China’s clear
aligner market had been negatively impacted, which in turn materially and adversely affected our business,
results of operations and financial condition. For details of the impact of COVID-19 on our business,
results of operations and financial condition, see “Financial Information — COVID-19 Outbreak and
Effects on Our Business.”

Although we have experienced a strong rebound of our business volume since April 2020, as the
Chinese government has gradually lifted restrictions and quarantine measures in China, we cannot assure
you that our business volume and growth rate will fully recover in the near future due to the uncertainties
associated with the development of COVID-19. There remain significant uncertainties surrounding the
COVID-19 outbreak and its further development as a global pandemic, considering the severe global
situation and the recent regional resurgence of COVID-19 cases in certain areas in China. Should there be
an escalation of the spread, China may again take strict emergency measures to combat the spread of the
virus, including travel restrictions, mandatory cessations of business operations including dental hospitals
and clinics, mandatory quarantines, work-from-home and other alternative working arrangements, and
limitations on social and public gatherings and lockdowns of cities or regions, which may impact our
business. As a result, the extent of the disruption to our business and the related impact on our financial
results and outlook cannot be reasonably estimated at this time. We are continuously evaluating its impact
on our business, results of operations and financial condition, which we believe will depend on the
duration of the pandemic and the government’s responsive measures. The potential downturn brought by
and the duration of the COVID-19 outbreak may be difficult to assess or predict as the actual effects will
depend on many factors beyond our control. If the outbreak persists or escalates, we may be subject to
further negative impact on our business operations, results of operations and financial condition.

We have conducted, and will continue to conduct, measures to control the risk of virus spread in our
business operations, including purchasing disinfection products, distributing masks for employees, and
requiring all employees to declare their recent travel history. However, if any of our employees, especially
our manufacturing staff, has contracted or is suspected of having contracted any contagious disease or
condition, local governments may require them to be quarantined and the related offices, manufacturing
facilities and other premises to be closed and disinfected. As a result, our business operations would be
materially and adversely affected.
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We are subject to various risks relating to third-party payments.

During the Track Record Period, certain of our customers (the “Relevant Customer(s)”) settled their
payments with us through third-party payors (the “Third-party Payment Arrangement(s)”). In 2018, 2019
and the nine months ended September 30, 2020, the aggregate amount of third-party payments accounted
for approximately 10.8%, 2.0% and 0.8% of the total payments we received from all customers,
respectively. We have implemented various internal control measures to reduce the proportion of payments
received from third-party payors and to mitigate the relevant risks. Since November 2020, we have ceased
all Third-party Payment Arrangements and forbidden our sales persons from acting as third-party payors
under any circumstances in the future.

We are subject to various risks relating to such Third-party Payment Arrangements during the Track
Record Period, including possible claims from third-party payors for return of funds as they were not
contractually indebted to us and possible claims from liquidators of third-party payors. In the event of any
claims from third-party payors or their liquidators, or legal proceedings (whether civil or criminal)
instituted or brought against us in respect of third-party payments, we will have to spend significant
financial and managerial resources to defend against such claims and legal proceedings, and our financial
condition and results of operations may as a result be adversely affected.

If we are unable to obtain and maintain intellectual property rights protection for our technologies
and products, our business, reputation and competitive edge may be materially and adversely
affected.

Our success relies largely on our proprietary technologies and products. Therefore, effective
protection of our intellectual property, including patents and proprietary know-how, is critical to
maintaining our competitive position. Unauthorized use of our intellectual property may adversely affect
our business and reputation.

As of the Latest Practicable Date, we had 220 trademarks, 83 patents and 16 software copyrights in
China. See “Statutory and General Information — B. Further Information about Our Business — 2. Our
Material Intellectual Property Rights” in Appendix IV to this document for details. We rely on a
combination of contractual restrictions, confidentiality procedures and intellectual property registrations
to establish and protect our intellectual property rights. Despite our efforts to protect our intellectual
property rights, third parties may still attempt to acquire or otherwise misappropriate our intellectual
property without authorization, including seeking court declarations that they do not infringe upon our
intellectual property rights. Substantial costs and efforts are typically required to implement a mechanism
monitoring and detecting unauthorized use of our intellectual property, and this mechanism may be
inadequate to fully detect all intellectual property misappropriation. Furthermore, defending ourselves
against intellectual property infringements through litigations can be costly, time-consuming and may
involve intensive work. The practice of intellectual property rights enforcement actions by the
governmental authorities in China is at its early stage of development and is subject to significant
uncertainty, and we may fail to obtain favorable judgments from these authorities. Even if we manage to
obtain such favorable judgments, there is no guarantee that our intellectual property rights will be enforced
effectively to prevent any unauthorized use by others.

Moreover, for those proprietary rights not yet protected by intellectual property rights registered with
the relevant competent governmental authorities in China and other jurisdictions, third parties may obtain
and use these rights, which may harm our business and adversely affect the results of our operations. In
addition, we may experience delays in obtaining intellectual property rights, or encounter challenges in
filing applications for our intellectual properties for reasons beyond our control. Any failure to protect our
intellectual property rights could result in such rights being manipulated by others to develop competing
products, and may delay the development, launch and sales process of our products, which will materially
and adversely affect our business, reputation and competitive edge.
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We may not be able to maintain or renew all the permits, licenses, certificates and other regulatory
filings required for the production and commercialization of our products.

We are subject to extensive government regulations for all material aspects of our operations in
China and globally. The regulatory approval processes involving the clear aligners industry are generally
lengthy and time-consuming and the results of such process may be unpredictable. Any failure by us to
obtain the necessary permits, licenses and certificates, or to renew or otherwise maintain all the licenses,
permits and certificates required for our business at any time could disrupt our productions and business
operations and have a material adverse effect on our business, financial condition and operating results.
Moreover, the interpretation or implementation of existing laws and regulations are subject to changes
from time to time and the implementation of new laws and regulations is subject to uncertainties. We may
be required to obtain additional or different licenses, permits or certificates for our productions and
business operations. We cannot assure you that we will be successful in obtaining such licenses, permits
or certificates in a timely manner or at all.

For example, companies manufacturing medical devices in China are required to obtain permits and
licenses issued by various government authorities, including but not limited to the medical device
production permit (% BE#F 4 2 FF 7] %) and the record-filing for operation of Class II medical device (5
TR AS S BT #§42) if such manufacturing companies store and sell medical devices in places
other than their domiciles and the places of production of medical devices. Such permits, licenses and
certificates are subject to periodic reviews and renewals by the relevant government authorities, the
standard of which may change from time to time. There can be no assurance that the relevant authorities
will approve our applications or renewals in the future.

In addition, we are also required to obtain and renew registrations with the Jiangsu Medical Products
Administration (7L#K 7 4 5 B B 38R) for our production and sale of Class II medical devices. To obtain
and/or renew such registrations, we must conduct, at our own expense, adequate and well-controlled
clinical trials to demonstrate the efficacy and safety of our products if the relevant conditions demanding
clinical trials are triggered. Clinical testing can take years and has an uncertain outcome. 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 testing. Our failure to adequately demonstrate the efficacy and
safety of any of our products would prevent receipt of regulatory approval and, ultimately, the timely
commercialization of such product. Our failure to manufacture and market Class II medical devices with
adequate registrations may subject us to fines and further penalties such as confiscating illegal gains and
manufacturing materials, or denying our application for medical device registration in the future. We
cannot guarantee that the National Medical Products Administration (the “NMPA”) and/or its local
counterpart will grant or renew our registration certificates, which would prevent us from producing and
marketing our clear aligners and materially and adversely affect our business, financial conditions and
results of operations.
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In addition, if we expand into overseas markets, we are required to comply with regulations of other
foreign governmental agencies. For example, FDA regulations are wide ranging and govern, among other
things, product design, development, manufacture and testing, product labeling, product storage,
premarket clearance or approval, advertising and promotion, as well as product sales and distribution.
Non-compliance with applicable regulatory requirements can result in enforcement actions which may
include recalling products, ceasing product marketing, and paying significant fines and penalties, which
could deter market expansion, limit product sales, delay product shipment and adversely affect our
profitability.

We have experienced significant increase in the size and capabilities of our organization, and we may
experience difficulties in managing our growth.

We experienced increased demand for our products and services as well as rapid growth in the
industry over the Track Record Period, which has posed a serious challenge on our management and
administrative abilities. We have recruited and may need to continue to recruit additional managerial,
operational, manufacturing, sales and marketing, financial, research and development and other personnel,
as well as enhance the productivity and capacities of our employees. We also have to manage an
increasingly larger and more complex array of internal systems and processes to scale with all aspects of
our rapidly growing business. Our growth has imposed, and may continue to impose, significant added
responsibilities on our management and administrative personnel, including:

. identifying, recruiting, integrating, maintaining and motivating additional employees;

. managing our internal research and development efforts effectively; and

. improving our operational, financial and management controls, reporting systems and
procedures.

Our future results of operations will depend in part on our ability to effectively manage our growth.
In addition, in line with our plan to pursue overseas expansion, we may face difficulties in managing our
international operations in the future and become subject to foreign operational, organizational and other
risks. We cannot assure you that our administrative and management abilities to recruit, train and manage
new employees will meet with the requirements of our business growth and our management may have to
divert significant amount of attention away from day-to-day activities to managing these growth activities.

We will also need to continue to improve our corporate governance in accordance with our growth,
such as our internal control, risk management, financial reporting and employee evaluation systems. We
may not be able to successfully implement and maintain these or other improvements to our systems and
processes in an efficient or timely manner, and we may discover deficiencies in their capabilities or
effectiveness. Furthermore, our systems and processes may not be a perfect guardian against all
administrative and management problems. As a result, our resources would not be utilized effectively and
efficiently, and potential chaos may occur to adversely impact our ordinary operations.

Failure to effectively expand our sales and marketing capabilities could harm our ability to increase
the sales of our products and achieve broader market acceptance.

We directly sell a substantial portion of our products to hospitals and dental clinics. As such, our
ability to increase the sales of our products and achieve broader market acceptance will depend to a
significant extent on our ability to expand and enhance our in-house sales and marketing operations. In
addition, we rely on our sales and marketing team to communicate with our past, current and potential
customers, and to understand their needs and preferences in order to improve our existing products and
introduce new products or enhancements to better address their demands. If we are unable to hire, develop
and retain qualified sales and marketing personnel, or if our new sales and marketing personnel are unable
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to achieve desired performance levels in a reasonable period of time, we may not be able to increase the
sales of our products and achieve broader market acceptance, and our business operations and financial
results may be adversely affected.

We have limited control over the operations and actions of our distributors, and our efforts to
manage them may not be effective. Our distributors may take actions that could have a material
adverse effect on our business, prospects and reputation.

We enter into distribution agreements with our distributors, most of which are independent third
parties, and mainly rely on these distribution agreements to govern our relationships with them, including
their compliance with laws, rules, regulations and our policies. Therefore, our ability to manage the
activities of our distributors or sub-distributors, if any, may be limited. Our distributors and sub-
distributors, if any, may take one or more of the following actions, any of which could have a material
adverse effect on our business, prospects and reputation:

. breaching our agreements with them, including by selling our services and products to hospitals
and clinics outside their designated territories;

. failing to adequately promote our services and products;

. failing to maintain the requisite licenses or otherwise failing to comply with applicable
regulatory requirements when selling our services and products; or

. violating laws and regulations of China or other countries where we sell our services and
products.

Any violation or alleged violation by distributors of our distribution agreements or any applicable
laws and regulations could result in the erosion of our reputation, a decrease in the market value of our
brand and an unfavorable public perception about the quality of our services and products, resulting in a
material adverse effect on our business, financial condition, results of operations and prospects.

We have engaged a limited number of suppliers for raw materials and manufacturing equipment of
our clear aligners, which may render us vulnerable to supply shortages, quality issues and price
fluctuations and could materially and adversely affect our business, results of operations, financial
condition and prospects.

We have engaged a limited number of suppliers for key raw materials and production equipment to
manufacture our clear aligners. Any interruptions or changes in the supply of raw materials and
manufacturing equipment, or our inability to obtain substitute suppliers meeting our quality standards at
acceptable prices in a timely manner may impair our ability to meet the demands of our customers, which
could have a material adverse effect on our business, results of operations, financial condition and
prospects. Moreover, we expect our demand for such raw materials and manufacturing equipment to
increase as we continuously expand our business scale, and we cannot guarantee that our current suppliers
have the capacity to meet our increasing demand going forward. On the other hand, we enter into minimum
purchase commitments with certain suppliers, which could impact our ability to adjust our inventories of
raw materials to reflect temporarily declining market demands. If demand for our clear aligners is less than
we expect for reasons beyond our control, such as a slowdown in the global or Chinese economy, we may
experience additional excess and obsolete inventories and our profitability may suffer.

Although we have entered strategic framework cooperation agreements with certain major suppliers,
we cannot assure you that our suppliers will continue their business relationship with us on commercially
reasonable terms or at all. Nor can we assure you that we will be able to secure a stable supply of qualified
raw materials at all times going forward. In the event that our major suppliers terminate their business
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relationships with us, or fail to provide us with adequate supply to meet our needs, we may not be able
to find suitable alternative suppliers within a short period of time. Therefore, if we cannot retain business
relationships with our existing suppliers, or if these suppliers increase prices, delay in delivery, provide
unqualified equipment or raw materials, or encounter financial, operating or other difficulties, we may
experience manufacturing disruptions, which could materially and adversely affect our business, financial
condition and results of operations.

Moreover, prices of certain principal raw materials may increase significantly, in which case we may
not be able to increase the prices of our clear aligners to offset the impacts. Therefore, if our suppliers
increase prices of or reduce discounts on the raw materials and we fail to secure replacement for such
materials at a better price, we may experience a decline of our profits.

In addition, some of our major suppliers are located outside China. As a result, delayed custom
clearance procedures, trade tensions or regulatory embargoes imposed by foreign countries or China could
result in delays or shortages of our raw materials. If we are unable to identify alternative materials or
suppliers in a timely manner to obtain raw materials in the quantities or at the quality or price that we
require, our business could be harmed.

We are subject to credit risk arising from some of our customers, and our failure to collect on trade
receivables from our customers may have a material adverse effect on our business operations and
financial condition.

We directly sell a substantial portion of our products to hospitals and dental clinics. In line with
market practice, we may grant certain hospital and clinic customers a credit period ranging from 30 to 60
days. We also engage distributors to expand our distribution network, and we may grant certain
distributors a credit period of 30 to 60 days. As of December 31, 2018 and 2019 and September 30, 2020,
we had trade receivables of RMB73.7 million, RMB65.5 million and RMB107.4 million, respectively. As
a result, we may be exposed to credit risk. We recorded allowance for impairment of trade receivables of
RMBS5.7 million, RMBS8.2 million and RMB14.7 million as of December 31, 2018 and 2019 and
September 30, 2020, respectively. Our sales and marketing employees monitor and manage our
distributors to make sure they comply with our distribution agreements, including payment terms, and take
efforts to collect the amounts due from our direct sale customers. We cannot assure you that we can
properly assess and respond in a timely manner to changes in their credit profile. Our direct sale customers
and distributors may experience financial difficulties, which could negatively impact our ability to collect
the amount due to us. Such adverse financial conditions may negatively affect the length of time that it
will take us to collect associated trade receivables or impact the likelihood of ultimate collection, and the
effect on us could be material and have an adverse effect on our business, financial condition and results
of operations.

Litigation or third-party claims of intellectual property infringement or challenges to the validity of
our patents or other intellectual properties could be expensive, time-consuming and unsuccessful,
and may prevent or delay the development, regulatory approval or commercialization of our
products and product candidates.

We have been, and may continue to be, involved in litigations or administrative proceedings
regarding infringements and invalidation of intellectual property rights, some of which may be raised by
other market players as a way of malicious competition. In addition, we may be subject to legal
proceedings because of intellectual property infringement committed by our collaborators, or otherwise in
connection with our collaborative research and development results. For example, intellectual property
rights we obtained through our collaboration with individual dental professionals may be challenged by
their employers under a service invention claim.
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Defending against intellectual property claims is time-consuming and costly and can impose a
significant burden on our ability to develop, launch and sell our products and services. Such claims, even
without merits, may still harm our reputation in the industry. If we are the target of claims by third parties
asserting that our potential products or intellectual property infringe upon the rights of others, we may be
forced to incur substantial expenses or divert substantial managerial resources from our business. An
adverse determination in an intellectual property claim to which we may become a party could subject us
to significant liabilities, resulting in payments of substantial damages and/or an injunction on us that
prevents us from developing relevant potential product candidates or technologies. Further, if a patent
infringement claim is brought against us or our collaborators, we or they could be forced to stop or delay
research, development, manufacturing or sales of the product or product candidate that is the subject of
the suit.

As of the Latest Practicable Date, we were not involved in any intellectual property infringement
actions that would have a material and adverse effect on our business, results of operations and financial
condition. However, as of the Latest Practicable Date, we were involved in several patent invalidation
claims regarding certain patents of our products. We cannot assure you that we would prevail in these
actions, although we believe that the cases against us are without merit. If any of the claimants were to
prevail on a legal assertion of invalidity and/or unenforceability of our intellectual property rights, we
would lose at least part, and perhaps all, of the relevant patent protection on our technologies and products,
which could have a material adverse effect on our business and reputation.

Furthermore, we may not have identified all the patents, patent applications or published literature
that affect our business either by blocking our ability to commercialize our potential products, preventing
the patentability of one or more aspects of our products or potential products, or covering the same or
similar technologies that may affect our ability to develop our potential products. Any of the circumstances
could materially and adversely affect our business and prospects.

Our existing measures to protect our intellectual property rights, such as confidentiality agreements
with employees and other third parties, may not adequately prevent disclosure of trade secrets and
other proprietary information.

We consider proprietary information such as patents, copyrights, trade secrets and other operating
data to be important to our business and competitive position. However, to maintain the confidentiality of
such information can be difficult. To protect such information against unauthorized disclosure or
misappropriation by competitors and other parties, we have entered into confidentiality agreements with
and/or included confidentiality clauses in our agreements with substantially all of our employees,
executives, directors, research and development partners, suppliers and distributors, and we also generally
specify in relevant agreements the assignment of ownership of intellectual property rights where
applicable. In addition, we have implemented measures to manage and control the data, codes, documents
and other confidential information in the ordinary course of our business. Despite such agreements and
measures, we cannot assure you that our proprietary information will not be exposed to the risk of leakage,
since some of our current or former employees, executives, directors, research and development partners,
suppliers and distributors may unintentionally, negligently, or knowingly disclose our confidential
information to competitors, and our agreements with them may not provide an adequate remedy in the
event of such unauthorized disclosure or misappropriation. Furthermore, our core research and
development staff possess the essential information of our technologies and products. If they terminate
their employment contracts with us and work for our competitors instead, our core technologies may be
exposed to the risk of leakage. Enforcing a claim that a third party illegally obtains and misappropriates
confidential information can be expensive, time consuming and unpredictable. If any of our trade secrets
were lawfully obtained or independently developed by a competitor, we would have no right to prevent
them from using that technology or information to compete with us and our competitive position would
be harmed.
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Leakage and other security risks of confidential information may materially and adversely affect our
reputation and business.

During the course of our business, we have access to an extensive volume of data of malocclusion
cases to provide customized treatment plans and clear aligners. Therefore, it is critical that our facilities
and infrastructure remain secure and are also perceived by the marketplace and our customers to be secure.
Despite the implementation of security measures, we may nevertheless be vulnerable to security problems
as a result of third-party actions, employee errors or malfeasances, stolen or fraudulently obtained log-in
credentials or otherwise. Furthermore, our business requires the secure transmission of confidential
information, and security breaches such as hacking or any other attempt to harm our systems could expose
us to a risk of regulatory action, litigation, possible liability and loss, and our reputation and business
would be adversely affected by, among other things, loss of customers and potential criminal and civil
sanctions. Affected parties could initiate legal or regulatory actions against us, which could cause us to
incur significant expense and liability or result in orders forcing us to modify our business practices and
alleviate problems caused. Concerns over our privacy practices could adversely affect others’ perception
of us and dental professionals from adopting our services and products.

We are exposed to potential product liability claims and our insurance coverage may be inadequate
to protect us from all the liabilities we may incur.

We may be exposed to product liability claims for the clear aligners we manufacture and market. In
China, medical devices are classified by the NMPA as Class I, Class II or Class III based on the risk to
the human body. All of our clear aligners are classified as Class II, which represents medium level of risks
to the human body and requires relatively high level of supervision to ensure safety and effectiveness.

We may be subject to product liability claims if our clear aligners have latent quality issues. We may
be held liable if any clear aligners we develop causes injury or is otherwise found unsuitable. As some of
our product lines were developed relatively recently, latent defects or risks may not have been identified
at the current stage. We cannot assure you that our clear aligners have no latent quality issues or
disadvantages that are not discernible or foreseeable as of the Latest Practicable Date. Our products might
prove to be less effective than they currently appear to be or even prove to be defective to a certain extent
at a later stage. In addition, even if our products do not have latent defects, claims may arise from different
stages of treatment which are beyond our control. Dental professionals using our clear aligners may adopt
inappropriate procedures unintentionally or negligently, and their patients may not follow the dental
professionals’ advice during treatment. In addition, patients may consider that the expected treatment
results have not been achieved. In such cases, the patients may initiate legal proceedings against us, and
the dental professionals may claim, with or without merit, that our clear aligners have latent defects. We
cannot rule out the possibility of incurring liabilities or suffering losses due to similar product liability
claims. These proceedings could be time-consuming and expensive to defend and may have a material
adverse impact on our business, reputation, financial condition and results of operations.

We have not purchased product liability insurance. Historically, we have not experienced any
material product liability claims brought against us. However, if a product liability claim or a series of
claims is brought against us and we are ultimately held liable for such claim or series of claims, our
reputation, business, results of operations or financial condition will be materially and adversely affected.

In addition, our lack of insurance in aspects other than product liability could expose us to additional
costs and business disruption. In line with general market practice, we do not maintain any business
interruption insurance or product liability insurance, which are not mandatory under PRC laws. We do not
maintain keyman life insurance or insurance policies covering damages to our technical infrastructure. We
have determined that the costs of insuring for these risks and the difficulties associated with acquiring such
insurance on commercially reasonable terms make it impractical for us to have such insurance. Any
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uninsured occurrence of business disruption, natural disasters, or significant damages to our uninsured
equipment or technology infrastructure could result in substantial costs and diversion of resources for us
and adversely affect our financial condition and results of operations.

Negative publicity about us, our services, operations and our management may adversely affect our
reputation and business.

We may from time to time receive negative publicity about our Company, our business, our
management or our services. Certain of such negative publicity may be the result of malicious harassment
or unfair competition acts by third parties. Such negative coverage in the media of our Company may
threaten the perception of our brand, and we cannot assure you that we will be able to defuse negative
press coverage about our Company to the satisfaction of our investors, customers and business partners.
We may even be subject to government or regulatory investigation as a result of such third-party conduct
and may be required to spend significant time and incur substantial costs to defend ourselves against such
third-party conduct, and we may not be able to conclusively refute each of the allegations within a
reasonable period of time, or at all. If we are unable to defuse negative press coverage about our Company,
our brand may suffer and our reputation may be materially and adversely affected, which in turn may cause
us to lose market share, customers and business partners.

Any product recall would damage our brand name and could have a material adverse effect on our
reputation, business, financial condition and results of operations.

Complex medical devices, such as our clear aligners, sometimes experience problems resulting from
the performance of the products, and the way dental professionals apply such products and patients use
such products, which in both cases require review and possible corrective action by the manufacturer.
Component failures, manufacturing errors or design defects could result in danger or injuries to patients.
Any serious failures or defects could cause us to withdraw or recall products, which could result in
significant costs. Although historically we have not experienced any product recall, we cannot assure you
that there would be no market withdrawals or product recalls of our clear aligners. The occurrence of such
market withdrawals or product recalls would damage our brand name and would have a material adverse
effect on our business, financial condition and results of operations.

Our information technology systems are critical to our business. System integration and
implementation issues and system security risks could disrupt our operations, which could have a
material adverse impact on our business and operating results.

We rely on the efficient and uninterrupted operation of complex information technology systems,
such as iOrtho, A-Treat and the manufacturing execution system, which we use to, among others, provide
one-stop service to dental professionals, conduct our treatment planning services, and manufacture our
clear aligners. All information technology systems are vulnerable to damage or interruption from a variety
of sources. As our business has grown in size and complexity, the growth has placed, and will continue
to place, significant demands on our information technology systems. To effectively manage this growth,
our information systems and applications require an ongoing commitment of significant resources to
maintain, protect and enhance existing systems and develop new systems to keep pace with continuing
changes in information processing technology, evolving industry and regulatory standards and changing
customer preferences. We expect to continue to make significant investments to our technology
infrastructure.

If the information technology systems we rely upon to run our businesses were to be found to be
inaccurate or unreliable, if we fail to properly maintain our information technology systems and data
integrity, or if we fail to develop new capabilities to meet our business needs in a timely manner, we could
have operational disruptions, have customer disputes, lose our ability to produce timely and accurate
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reports, have regulatory or other legal problems, have increases in operating and administrative expenses,
lose existing customers, have difficulty in attracting new customers or in implementing our growth
strategies, or suffer other adverse consequences. In addition, experienced computer programmers and
hackers may be able to penetrate our network security or our cloud-based software servers and
misappropriate our confidential information or that of third parties, create system disruptions or cause
shutdowns. Furthermore, sophisticated hardware and operating system software and applications that we
either internally develop or procure from third parties which we depend upon may contain defects in
design and manufacture, including “bugs” and other problems that can unexpectedly interfere with the
operation of the system. The costs to eliminate or alleviate security problems, viruses and bugs could be
significant, and the efforts to address these problems could result in interruptions that may have a material
adverse impact on our business, financial condition and results of operations.

System upgrades and enhancements require significant expenditures and allocation of valuable
employee resources. Delays in integration or disruptions to our business from implementation of these new
or upgraded systems could have a material adverse impact on our financial condition and operating results.

Additionally, we continuously upgrade iOrtho, our technology and data platforms, and other
operational systems. Every new version could contain errors or defects. The discovery of a defect or error
or the incompatibility with the computer operating system and hardware configurations of customers in a
new upgraded version or the failure of our primary information systems may result in the following
consequences, among others: loss of revenue or delay in market acceptance, damage to our reputation or
increased service costs, any of which could have a material adverse effect on our business, financial
condition or results of operations.

We cannot assure you that our process of improving existing systems, developing new systems to
support our expanding operations, integrating new systems, protecting confidential information, and
improving service levels will not be delayed or that additional system issues will not arise in the future.
Failure to adequately protect and maintain the integrity of our information systems and data may result in
a material adverse effect on our business, financial position and results of operations.

Delivery delays and poor handling by third-party logistics service providers may adversely affect
our business, financial condition and results of operations.

We rely on our third-party logistics service providers for the transportation of our clear aligners to
dental professionals. The logistics services provided by these providers may be suspended, in which case
the supply of our clear aligners could be interrupted. Delayed or even lost deliveries may occur for various
reasons beyond our control, including poor handling by our logistics service providers, labor disputes or
strikes, acts of war or terrorism, health epidemics, earthquakes and other natural disasters. In addition,
poor handling of our products could also result in product contamination or damage, which may in turn
lead to product exchanges, product liability, increased costs and damage to our reputation. Any of the
circumstances would materially and adversely affect our business, financial condition and results of
operations.

If our employees, distributors or sub-distributors, customers, suppliers or other business partners
engage in bribery or corrupt practices or other illegal or unethical conduct, we may be subject to
liability and our reputation and business could be harmed. Additionally, any challenges to or
investigations into our practices under these laws could generate negative publicity and could be
costly to respond to, and thus could harm our business.

We could be liable for actions taken by our employees, distributors or sub-distributors, customers,
suppliers or other business partners that violate anti-bribery, anti-corruption and other related laws and
regulations in China or other countries, over which we may not have full control. The government
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authorities may seize the products involved in any illegal or improper conduct engaged in by our
employees and other third parties. We may be subject to claims, fines or suspension of our operations. Our
brand and reputation, our sales activities or the price of our Shares could be adversely affected if our
Company is associated with any negative publicity as a result of illegal or improper actions, or allegations
of illegal or improper actions, taken by our employees and other third parties.

It is also possible that the Chinese government or other government authorities in countries where
we sell our products could adopt new or different regulations affecting the way in which medical devices
are sold to address bribery, corruption or other concerns. Although we are not aware of any such new or
different regulations in this regard being adopted in China or any other markets where we have operations,
any such new or different regulations could possibly increase the costs incurred by us, our distributors and
their sub-distributors in selling our products or impose restrictions on sales and marketing activities, which
could in turn increase our costs. Any of the circumstances could have a material adverse impact on our
business, financial condition and results of operations.

Failure to make adequate social insurances and housing reserve fund contributions for our
employees may subject us to fines and other legal or administrative sanctions.

During the Track Record Period, we did not make adequate social insurances and housing reserve
fund contributions for certain employees with the relevant social insurance or housing reserve fund
authorities. As advised by our PRC legal advisors, if any of the relevant social insurance authorities is of
the view that we failed to make full social insurance contributions for our employees in accordance with
the relevant laws and regulations, it may order us to pay outstanding amounts within a prescribed time
limit, and we may be subject to a late charge at the daily rate of 0.05% on the outstanding amounts from
the date on which such amounts are payable. If such payment is not made within the prescribed period,
the competent authority may further impose a fine from one to three times the amount of any overdue
payment. In addition, if any of the relevant housing reserve fund authorities is of the view that we failed
to make full housing reserve fund contributions for our employees in accordance with the relevant laws
and regulations, it may order us to make the outstanding payment within a prescribed time limit. If the
payment is not made within such time limit, an application may be made to PRC courts for compulsory
enforcement.

As of the Latest Practicable Date, no material administrative action, fine or penalty had been
imposed by relevant regulatory authorities with respect to our social insurance or housing reserve fund
contributions. As advised by our PRC legal advisors, based on the on-site consultations with, and
confirmations obtained from, the competent authorities supervising our principal subsidies in Wuxi city,
Jiangsu province and Shanghai, the likelihood that we would be required by relevant authorities to pay the
late charges for the shortfall of social insurance contributions or subject to material administrative
penalties due to failure to make full contributions is relatively low. However, we cannot assure you that
the relevant government authorities will not require us to pay outstanding amounts and impose late fees
or fines on us, in which case our business, results of operations and financial condition could be adversely
affected. See “Business — Legal Proceedings and Compliance — Compliance — Non-compliance with
social insurance and housing reserve fund contributions.”

We may be unable to attract and retain our key personnel including our Directors, senior
management and key employees. Failing to do so would adversely affect our operations and growth.

Our success and future growth depend largely upon the continued services of our Directors, senior
management and other key employees, such as qualified and skilled research and development, medical
design, sales and marketing and production personnel. We cannot assure you that these key personnel will
not voluntarily terminate employment with us. The loss of any of our key personnel could be detrimental
to our operations. Experienced personnel in the clear aligner industry is in high demand, and competition
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for relevant talents is intense. Many of the companies with which we compete for experienced personnel
have greater resources than we have. We cannot assure you that we will be able to maintain an adequate
skilled labor force necessary for us to execute our business, nor can we guarantee that staff costs will not
increase as a result of a shortage in the supply of skilled personnel. If we fail to attract new personnel or
fail to retain and motivate our current personnel, our business and future growth could be adversely
affected.

If we fail to maintain effective internal controls, we may not be able to accurately report our
financial results or prevent fraud, and our business, financial condition, results of operation and
reputation could be materially and adversely affected.

We will become a public company upon completion of the [REDACTED], and our internal controls
will be essential to the integrity of our business and financial results. Our public reporting obligations are
expected to place a strain on our management, operational and financial resources and systems in the
foreseeable future. In preparation for the [REDACTED], we have implemented various measures to
further enhance our internal controls, and plan to take steps to further improve our internal controls. If we
encounter difficulties in improving our internal controls and management information systems, we may
incur additional costs and management time in meeting our improvement goals. We cannot assure you that
the measures taken to improve our financial controls will be effective. If we fail to maintain effective
internal controls in the future, our business, financial condition, results of operation and reputation may
be materially and adversely affected.

Non-compliance with law on the part of any third parties with which we conduct business could
disrupt our business and adversely affect our results of operations and financial condition.

Third parties with which we conduct business, such as dental professionals, distributors and
suppliers, may be subject to regulatory penalties or punishments because of their regulatory compliance
failures, which may, directly or indirectly, disrupt our business. Although we conduct review of legal
formalities and certifications before entering into contractual relationships with third parties, and take
measures to reduce the risks that we may be exposed to in case of any non-compliance by third parties,
we cannot be certain whether such third parties have violated any regulatory requirements. For example,
dental professionals and/or hospitals and clinics may cause certain injuries to patients as a result of
malpractice. In such events, even though we have related disclaimers, we may be involved in legal
proceedings regarding malpractice and may even be held liable and have to pay damages to compensate
such patients. Even though we have the contractual right to seek indemnification from the relevant
hospitals and clinics, there can be no assurance that we will be able to enforce such right. As a result, our
business, results of operations and financial condition could be materially and adversely affected.
Similarly, suppliers may also not be in full compliance with applicable laws and regulations, which may
have an adverse effect on our business, results of operations and financial condition.

We cannot assure you that we will be able to identify irregularities or non-compliance in the business
practices of third parties we conduct business with, or that such irregularities or non-compliance will be
corrected in a prompt and proper manner. Any legal liabilities and regulatory actions affecting third parties
involved in our business may affect our business activities and reputation, and may in turn affect our
results of operations and financial condition.
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If we fail to comply with environmental, health and safety laws and regulations, we could become
subject to fines or penalties or incur costs that could have a material adverse effect on the success
of our business.

We are subject to various environmental, health and safety laws and regulations, including those
governing laboratory procedures and the handling, use, storage, treatment and disposal of waste. Although
we do not operate in a highly polluting industry, the manufacturing process of our clear aligners may
generate noise, solid waste, exhaust gas and waste water. We have established an environmental protection
department and adopted specific environmental protection policies to make our operations more energy
efficient and environmentally friendly and to ensure effective compliance with applicable PRC
environmental laws and regulations. However, we may not be able to eliminate the risks of contamination
or personal injury from these waste. We maintain workers’ statutory compensation insurance to cover costs
and expenses we may incur due to injuries to our employees resulting from the use of hazardous materials.
This insurance may not provide adequate coverage against potential liabilities. We engage professional
third-party qualified companies for hazardous waste reclamation and disposal. In the event of
contamination or personal injury resulting from our exposure to or third parties’ disposal of hazardous
materials, we could be held liable for any resulting damages, and any liability could exceed our resources.
We also could incur significant costs associated with civil or criminal fines and penalties. We do not
maintain insurance for environmental liability or toxic tort claims that may be asserted against us in
connection with our storage, use or disposal of biological or hazardous materials. We may incur substantial
costs in order to comply with current or future environmental, health and safety laws and regulations.
These current or future laws and regulations may impair our research and development and production
activities. Failure to comply with these laws and regulations also may result in substantial fines, penalties
or other sanctions.

The discontinuation of any of the preferential tax treatments currently available to us could reduce
our profitability.

Under PRC tax laws and regulations, our subsidiary, Wuxi EA and Shanghai EA enjoy certain
preferential income tax benefits. The modified Enterprise Income Tax Law, effective on December 29,
2018, or the EIT Law, and its implementation rules generally impose a uniform income tax rate of 25%
on all enterprises, but grant preferential treatment to “High and New Technology Enterprises” (=744 fif
1>2£) (“HNTESs”) to enjoy a reduced enterprise tax rate of 15%. According to the relevant administrative
measures, to qualify as an HNTE, Wuxi EA and Shanghai EA must meet certain financial and non-financial
criteria and complete verification procedures with the administrative authorities. Continued qualification
as an HNTE is subject to a three-year review by the relevant government authorities in China, and in
practice certain local tax authorities also require annual evaluation of the qualification. In the event the
preferential tax treatment for Wuxi EA and Shanghai EA is discontinued or is not verified by the local tax
authorities, and the affected entity fails to obtain preferential income tax treatment based on other
qualifications such as Advanced Technology Service Enterprise (FZfl]/ciERIIRES®2), it will become
subject to the standard PRC enterprise income tax rate of 25%. There is no assurance that we will continue
to be qualified to enjoy such HNTE preferential tax treatments, or such treatments will not change in the
future, which may have a negative impact on our business, financial condition and results of operations.
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Future acquisitions of businesses, technologies or know-how could materially and adversely affect
our business, financial condition and results of operation if we fail to integrate the acquired
businesses or technologies successfully into our existing operations or if we discover previously
undisclosed liabilities.

To enhance our growth, we may acquire businesses, technologies or know-how that we believe would
benefit us in terms of product development, technology advancement or distribution network. Our ability
to grow through acquisitions depends upon our ability to identify, negotiate, complete and integrate
suitable acquisitions and to obtain any necessary financing. Even if we complete acquisitions, as we have
limited experience with significant acquisitions, we may experience:

. difficulties in integrating any acquired companies, technologies, or personnel into our existing
business, particularly integrating different quality management, customer service and other
business functions;

. delays or failure in realizing the benefits of the acquired company, technologies or know-how;
. diversion of our management’s time and attention from other business concerns;

. higher costs of integration than we anticipated; or

. difficulties in retaining key employees of the acquired business who are necessary to manage

these acquisitions.

If we invest in businesses that operate outside of China, these risks may increase because of our
limited experience in operating overseas.

An acquisition could also materially impair our results of operation by causing us to incur debt or
requiring us to amortize acquired intangible assets. We may also discover deficiencies in internal controls,
data adequacy and integrity, product quality and regulatory compliance, and product liabilities in
businesses we acquire which we did not uncover prior to such acquisition. Therefore, we may become
subject to penalties, lawsuits or other liabilities. Any difficulties in the integration of acquired businesses
or technologies or unexpected penalties, lawsuits or liabilities in connection with such businesses or
technologies could have a material adverse effect on 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 [REDACTED] from time to time
to grow our business, to better serve our customers, develop and enhance our products, and improve our
operating infrastructure. 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 securities we issue could have rights, preferences and privileges superior
to those of holders of our ordinary shares. 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.
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Our ability to obtain additional capital is subject to a variety of uncertainties, including:

. our market position and competitiveness in the clear aligner industry;
J our future profitability, overall financial condition, results of operations;
. general market conditions for capital raising activities by companies in the clear aligner

industry in China, which in turn depends on the prospect of this industry; and

. economic, political and other conditions in China and globally.

We may be unable to obtain additional capital in a timely manner or on acceptable terms, or at all.
If we are unable to obtain adequate financing on terms satisfactory to us when we require it, our ability
to continue to support our business growth could be significantly impaired, and our business and prospects
could be adversely affected.

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

Our Controlling Shareholders have substantial influence over our business, including matters
relating to our management, policies and decisions regarding mergers, expansion plans, consolidations,
sales of all or substantially all of our assets, election of directors and other significant corporate actions.
Immediately following the completion of the [REDACTED] and assuming the [REDACTED] is not
exercised, our ultimate Controlling Shareholders will hold [REDACTED] Shares representing
[REDACTED]% of the issued share capital of our Company. This concentration of ownership may
discourage, delay or prevent a change in control of our Company, which could deprive other Shareholders
of an opportunity to receive a premium for their Shares as part of a sale of our Company and might reduce
the price of our Shares. These events may occur even if they are opposed by our other Shareholders. In
addition, the interests of our Controlling Shareholders may exercise their substantial influence over us and
cause us to enter into transactions or take, or fail to take, actions or make decisions that conflict with the
best interests of our other Shareholders.

Any catastrophe, including outbreaks of health pandemics and other extraordinary events, could
have a negative impact on our business operations.

We are vulnerable to natural disasters and other calamities. Fire, floods, typhoons, earthquakes,
power loss, telecommunications failures, wars, riots, terrorist attacks or similar events may give rise to
server interruptions, breakdowns, system failures or Internet failures, which could cause the loss or
corruption of customer data, malfunctions of software, hardware and equipment as well as adversely affect
our ability to manufacture our products and provide our services.

Our business could also be adversely affected by the effects of COVID-19, Ebola virus diseases,
HINI1 flu, H7NO9 flu, avian flu, Severe Acute Respiratory Syndrome (SARS), or other epidemics. Our
business operation could be disrupted if any of our employees is suspected of having any of the
aforementioned epidemics or another contagious disease or condition, since it could require our employees
to be quarantined and/or our offices to be disinfected. In addition, our business, results of operations and
financial condition could be adversely affected to the extent that any of these epidemics harms the
economy of China and other overseas markets in general.
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There may be corrupt practices in the healthcare and medical device industry in China, which may
place us at a competitive disadvantage if our competitors engage in such practices.

There may be corrupt practices in the healthcare and medical device industry in China. For example,
in order to secure more orders, our competitors or their respective agents or distributors may influence
dental professionals, hospital personnel or other decision-makers in ways that violate anti-corruption laws
of China. As competition persists and intensifies in our industry, we may lose potential customers or sales
if our competitors engage in such practices or other illegal activities.

Failure to complete property leasing registrations for our lease properties may subject us to
penalties.

Pursuant to the applicable PRC laws and regulations, property lease agreements must be registered
with the local branch of the Ministry of Housing and Urban-Rural Development of the PRC. As of the
Latest Practicable Date, we had not completed the relevant property leasing registrations for our 16 leased
properties in China. While the failure to complete the registration process may not affect the validity of
the property lease agreements, we may be ordered by the relevant government authorities to register the
relevant lease agreements within a prescribed period, failing which we may be subject to a fine ranging
from RMB1,000 to RMB10,000 for each non-registered lease. We cannot assure you that in such cases we
will be able to complete the registration on a timely basis or at all, which could expose us to penalties and
disputes, cause us to incur significant expenses and have a material adverse effect on our business and
results of operations.

Our rights to use certain leased properties could be challenged by property owners or other third
parties, which may disrupt our operations and cause us to incur relocation costs.

As of the Latest Practicable Date, the lessor of one of our leased properties in China had not provided
us with the valid property ownership certificate or other documents evidencing the authorization from the
property owner to sublease the property to us. If the lessor had not been duly authorized by the legal
owner, the relevant lease agreement may be deemed invalid and, as a result, we may be challenged by the
legal owner of the property or other third parties and may be forced to vacate the relevant property, which
could interrupt our business operations and cause us to incur relocation costs. See “Business — Real
Properties — Title Defects.”

A severe or prolonged downturn in the global or Chinese economy could materially and adversely
affect our business, financial condition, results of operations and prospects.

The global macroeconomic environment is facing challenges, including the end of quantitative
easing by the U.S. Federal Reserve, the economic slowdown in the Eurozone since 2014 and uncertainties
over the impact of Brexit. The Chinese economy has shown slower growth compared to the previous
decade since 2012 and the trend may continue. There is considerable uncertainty over the long-term effects
of the expansionary monetary and fiscal policies adopted by the central banks and financial authorities of
some of the world’s leading economies, including the United States and China. There have been concerns
over unrest and terrorist threats in the Middle East, Europe and Africa, which have resulted in market
volatility. There have also been concerns over the relationship between China and other countries,
including the surrounding Asian countries. Recent international trade disputes, including tariff actions
announced by the United States, China and certain other countries, and the uncertainties created by such
disputes may cause disruptions in the international flow of goods and services and may adversely affect
the Chinese economy as well as global markets and economic conditions. In addition, the recent market
panics over the global outbreak of COVID-19 and the drop of oil price materially and negatively affected
the global financial markets in March 2020, which may cause slowdown of the world’s economy.
Economic conditions in China are sensitive to global economic conditions, as well as changes in domestic
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economic and political policies and the expected or perceived overall economic growth rate in China. Any
severe or prolonged slowdown in the global or Chinese economy may materially and adversely affect our
business, results of operations, financial condition and prospects.

RISKS RELATING TO CONDUCTING BUSINESS IN CHINA

The economic, political and social conditions of China could affect our business, financial condition
and results of operations.

As part of our business strategy, we are now targeting China’s clear aligner industry by devoting a
large amount of resources. Accordingly, our business, financial condition, results of operations and
prospects are, to a significant degree, subject to the economic, political and social conditions in China. The
Chinese economy differs from the economies of developed countries in many respects, including the
degree of government involvement, control of capital investment, as well as the overall level of
development. Although the PRC government has implemented measures since the late 1970s emphasizing
the utilization of market forces for economic reform, the reduction of state ownership of productive assets
and the establishment of improved corporate governance in business enterprises, a substantial number of
productive assets in China is still owned by the PRC government. In addition, the PRC government
continues to play a significant role in regulating industry development by imposing industrial policies. The
PRC government also exercises significant control over China’s economic growth through the allocation
of resources, controlling payment of foreign currency denominated obligations, setting monetary policy
and providing preferential treatment to particular industries or companies. We cannot predict future
changes in China’s economic, political and social condition and the effect that new government policies
will have on our business and prospects. Any actions and policies adopted by the PRC government or any
prolonged slowdown in China’s economy, in particular the clear aligner industry or more broadly the
medical devices industry, could have a negative impact on our business, results of operations and financial
condition in a number of ways.

Uncertainties with respect to the Chinese legal system could have a material adverse effect on our
business and operations.

Our business and operations are primarily conducted in China and are governed by applicable
Chinese laws, rules and regulations. China’s legal system is based on written statutes and their
interpretation by the Supreme People’s Court. Prior court decisions may be cited for reference, but they
have limited weight as precedents. Since the late 1970s, the Chinese government has significantly
enhanced China’s legislation and regulations to provide protection to various forms of foreign investments
in China. However, since these laws and regulations are relatively new and the PRC legal system continues
to rapidly evolve, the interpretations of many laws, regulations and rules are not always uniform and
enforcement of these laws, regulations and rules involves uncertainties, which may limit legal protections
available to us.

Even if we endeavor to comply with relevant laws and regulations, we may not always be able to do
so due to a lack of detailed implementation rules by relevant government authorities. In addition, some
government authorities (including local government authorities) may not consistently apply regulatory
requirements issued by themselves or other Chinese government authorities, making strict compliance
with all regulatory requirements impractical, or in some circumstances, impossible. For example, we may
have to resort to administrative and court proceedings to enforce the legal protection that we enjoy either
by law or contract. However, since Chinese administrative and court authorities have significant discretion
in interpreting and implementing statutory and contractual terms, it may be more difficult to evaluate the
outcome of administrative and court proceedings and the level of legal protection we enjoy than in more
developed legal systems. These uncertainties may impede our ability to enforce the contracts we have
entered into with our distributors, business partners, customers and suppliers. In addition, such

—41 -



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

RISK FACTORS

uncertainties, including the inability to enforce our contracts, together with any development or
interpretation of PRC law adverse to us, could materially and adversely affect our business and operations.
Furthermore, intellectual property rights and confidentiality protections in China may not be as effective
as in the United States or other countries. Accordingly, we cannot predict the effect of future developments
in the PRC legal system, including the promulgation of new laws, changes to existing laws or the
interpretation or enforcement thereof, or the preemption of local regulations by national laws. These
uncertainties could limit the legal protections available to us and other foreign investors, including you.
In addition, any litigation or regulatory enforcement action in China may be protracted and may result in
substantial costs and the diversion of resources and management attention, which in turn could have a
material adverse effect on our financial condition and results of operations.

The Chinese government extensively regulates the clear aligner industry. These laws and regulations
are relatively new and rapidly evolving. The interpretation and application of existing PRC laws,
regulations and policies and possible new laws relating to the clear aligner industry have created
substantial uncertainties regarding the legality of the businesses and activities of related businesses in
China, including our business operations. There is no assurance that we have obtained all the licenses
required for conducting our business in China or will be able to maintain our existing licenses or obtain
any new licenses required under any new laws or regulations. There is also no assurance that the Chinese
government will not require us to obtain additional licenses in the future. If new regulations require us to
obtain additional licenses, we may be prevented from operating in China if we are unable to obtain the
required licenses. Any change in the Chinese laws and regulations may therefore significantly disrupt our
operations in China and materially and adversely affect our business, results of operations and financial
conditions in China.

Government control of currency conversion and future fluctuations in Renminbi exchange rates
could have a material adverse effect on our business, results of operations, financial condition and
prospects, and may reduce the value of, and dividends payable on, our Shares in foreign currency
terms.

The PRC government imposes controls on the convertibility of the Renminbi into foreign currencies
and, in certain cases, the remittance of currency out of China. Our revenue and expenses are substantially
denominated in Renminbi, which is currently not a freely convertible currency, and the [REDACTED]
from the [REDACTED] and any dividends we pay on our Shares will be in Hong Kong dollars.
Fluctuations in the exchange rate between the Renminbi and the Hong Kong dollar or U.S. dollar may
affect the relative purchasing power in Renminbi terms of the [REDACTED] from the [REDACTED].
Fluctuations in the exchange rate may also cause us to incur foreign exchange losses and affect the relative
value of any dividend issued by our PRC subsidiaries. In addition, appreciation or depreciation in the value
of the Renminbi relative to the Hong Kong dollar or U.S. dollar may affect our financial results in Hong
Kong dollar or U.S. dollar terms without giving effect to any underlying change in our business or results
of operations.

Under China’s existing foreign exchange regulations, following the completion of the
[REDACTED], we will be able to make current account foreign exchange transactions, including paying
dividends in foreign currencies without prior approval from SAFE. However, in the future, the Chinese
government may take measures, at its discretion, to restrict access to foreign currencies for capital account
and current account transactions under certain circumstances. If such measures are implemented, we may
not be able to pay dividends in foreign currencies to holders of our Shares. Foreign exchange transactions
under our capital account are subject to significant foreign exchange controls and require the SAFE’s
approval. These limitations could affect our ability to obtain foreign exchange through offshore financing.
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The value of the Renminbi against the Hong Kong dollar and the U.S. dollar and other currencies
fluctuates. It is subject to changes resulting from government policies (including those of the Chinese
government) and depends to a large extent on domestic and international economic and political
development as well as supply and demand in the local market. It is difficult to predict how market forces
or government policies may impact the exchange rate between the Renminbi and the Hong Kong dollar,
the U.S. dollar or other currencies in the future.

Our [REDACTED] from the [REDACTED] will be denominated in Hong Kong dollars. As a result,
any appreciation of the Renminbi against the U.S. dollar, the Hong Kong dollar or any other foreign
currencies may result in a decrease in the value of our foreign currency-denominated assets and our
[REDACTED] from the [REDACTED]. Conversely, any depreciation of the Renminbi may adversely
affect the value of, and any dividends payable on our Shares in foreign currencies. There are limited
instruments available for us to reduce our foreign currency risk exposure at reasonable cost in China, and
we have not utilized, and may not in the future utilize, any such instrument. All of these factors could
materially and adversely affect our business, results of operations, financial condition and prospects, and
could reduce the value of, and dividends payable on, our Shares in foreign currency terms.

We may rely on dividends and other distributions from our PRC subsidiaries to fund our cash and
meet financing requirements, and any limitation on the ability of our subsidiaries to make payments
to us could materially and adversely affect our ability to conduct our business.

As an offshore holding company, we may rely in part on dividends from our PRC subsidiaries for
our cash requirements, dividends payments and other distributions to our Shareholders, and to service any
debt that we may incur and pay our operating expenses. The payment of dividends by entities organized
in China is subject to limitations. In particular, PRC regulations permit our subsidiaries to pay dividends
only out of their accumulated profits, if any, as determined in accordance with PRC accounting standards
and regulations. In addition, our PRC subsidiaries are required each year to set aside at least 10.0% of its
annual after-tax profits (as determined under PRC accounting standards) into its statutory reserve fund
until the aggregate amount of that reserve reaches 50.0% of such entity’s registered capital. These reserves
are not distributable as cash dividends.

If our PRC subsidiaries incur debt on their own behalf, the instruments governing the debt may
restrict its ability to pay dividends or make other distributions to us. Any limitation on the ability of our
subsidiaries to distribute dividends or other payments to us could materially and adversely limit our ability
to grow, make investments or acquisitions, pay dividends and otherwise fund and conduct our business.

PRC regulations over loans to and direct investments in PRC entities by offshore holding companies
may delay or prevent us from using the [REDACTED] of the [REDACTED] to make loans or
additional capital contributions to our PRC subsidiaries.

Any funds we transfer to our PRC subsidiaries, either as a shareholder loan or as an increase in
registered capital, are subject to approval by or registration with relevant governmental authorities in
China. According to the relevant PRC regulations on foreign-invested enterprises, capital contributions by
an offshore holding company to its wholly-owned subsidiary in China shall obtain approvals from or make
record filings with the Ministry of Commerce of the PRC (“MOFCOM?”) or its local counterpart and
register with the SAMR or its local counterpart to make capital contributions to the foreign-invested
enterprises. In addition, any foreign loan procured by our PRC subsidiaries is required to be registered
with SAFE or its local branches, and our PRC subsidiaries may not procure loans exceeding the difference
between its registered capital and its total investment amount as approved by or registered with MOFCOM
or its local branches. We may not obtain these government approvals or complete such registrations on a
timely basis, or at all, with respect to future capital contributions or foreign loans by us to our PRC
subsidiaries. If we fail to receive such approvals or complete such registration, our ability to use the
[REDACTED] of the [REDACTED] to fund our operations in China may be negatively affected, which
in turn could adversely affect our ability to finance and expand our business.
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SAFE issued the Circular on Reforming the Administration Measures on Conversion of Foreign
Exchange Registered Capital of Foreign-invested Enterprises (B 5<4/MEAS $H &y B i BlC e o1 e 13 2640
[TFE A 4 4% T 24 7 XA 4 HT) (the “Circular 197) which took effect on June 1, 2015 and was amended
on June 9, 2016 and December 30, 2019. The Circular 19 allows for the use of RMB converted from the
foreign currency-denominated capital for equity investments in the PRC, provided that such usage shall
fall into the scope of business of the foreign invested enterprise, which will be regarded as the
reinvestment of foreign-invested enterprise. In addition, SAFE promulgated the Circular Regarding
Further Promotion of the Facilitation of Cross-Border Trade and Investment (B84 F Ja) B i 4 — A&
R s 35 5 F &AL A9 A1) (“SAFE Circular 28”) on October 23, 2019, pursuant to which all
foreign invested enterprises can make equity investments in the PRC with their capital funds in accordance
with the law. As SAFE Circular 28 is new and the relevant government authorities have broad discretion
in interpreting the regulation, it is unclear whether SAFE will permit such capital funds to be used for
equity investments in the PRC in practice. The Circular 19 and SAFE Circular 28 may significantly limit
our ability to transfer to and use in China the [REDACTED] from the [REDACTED], which may
adversely affect our business, results of operations and financial condition.

Failure to comply with PRC regulations relating to the establishment of offshore special purpose
companies by PRC residents may subject our PRC resident Shareholders to personal liability, may
limit our ability to acquire PRC companies or to inject capital into our PRC subsidiaries, may limit
the ability of our PRC subsidiaries to distribute profits to us or may otherwise materially and
adversely affect us.

SAFE issued the Circular on Relevant Issues concerning Foreign Exchange Administration of
Overseas Investment, Financing and Round-trip Investments Conducted by Domestic Residents through
Special Purpose Vehicle (BHA5E A JE A A RER H 1Y 2 7 55 /M RE KR TR S M IS A BE [ 10 48
F1) (the “Circular 37”) on July 4, 2014, which became effective on July 4, 2014. Circular 37 supersedes
the Circular on Foreign Exchange Administration of Overseas Financing and Round-Trip Investments by
Domestic Residents via Special Purpose Vehicles on (B 5% A& B4 35 SMFRIR H 1928 7] il & SR FE AR
&AM A AT B AL A3 AT (the “Circular 757), promulgated by SAFE on October 21, 2005 and effective
on November 1, 2005. Circular 37 requires that (1) a PRC resident must register with the local SAFE
branch before he or she contributes assets or equity interests in an overseas special purpose vehicle, or an
Overseas SPV, that is directly established or indirectly controlled by the PRC resident for the purpose of
conducting investment or financing; and (2) following the initial registration, the PRC resident is also
required to register with the local SAFE branch for any major change, in respect of the Overseas SPV,
including, among other things, a change in the Overseas SPV’s PRC resident shareholder, name of the
Overseas SPV, term of operation, or any increase or reduction of the contributions by the PRC resident,
share transfer or swap, and merger or division. Additionally, pursuant to the Circular of SAFE on Further
Simplifying and Improving the Direct Investment-related Foreign Exchange Administration Policies (B
A HE— 2 AL AN HOE B AN BLBOR 97 A1) (the “Circular 13”), which was promulgated on
February 13, 2015 and became effective on June 1, 2015, and was amended on December 30, 2019, the
aforesaid registration shall be directly reviewed and handled by qualified banks in accordance with the
Circular 13, and SAFE and its branches shall perform indirect regulation over the foreign exchange
registration via qualified banks.

As confirmed by our PRC legal advisors, Ms. LI Huamin (Z#Ef{), Mr. CHEN Kai (B £) and other
eighty individual shareholders who indirectly hold shares in the Company, being PRC residents as defined
under the Circular 37 and Circular 75 have completed the foreign exchange registration under Circular 37
and Circular 75. It remains unclear how Circular 37 and Circular 13 will be interpreted and implemented,
and how or whether the relevant Chinese government authorities will apply them to us. Therefore, we
cannot predict how they will affect our business operations or future strategies. For example, the ability
of our present and prospective PRC subsidiaries to conduct foreign exchange activities, such as the
remittance of dividends and foreign currency-denominated borrowings, may be subject to compliance with
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Circular 37 and Circular 13 by our PRC resident beneficial holders. In addition, as we have little control
over either our present or prospective, direct or indirect Shareholders or the outcome of such registration
procedures, we cannot assure you that these Shareholders who are PRC residents will amend or update
their registration as required under Circular 37 and Circular 13 in a timely manner or at all. Failure of our
present or future Shareholders who are PRC residents to comply with Circular 37 and Circular 13 could
subject these Shareholders to fines or legal sanctions, restrict our overseas or cross-border investment
activities, limit the ability of our PRC subsidiaries to make distributions or pay dividends or affect our
ownership structure, which could adversely affect our business and prospects.

We may be unable to complete a business combination transaction efficiently or on favorable terms
due to complicated merger and acquisition regulations.

On August 8, 2006, six PRC regulatory authorities, including MOFCOM, the State Assets
Supervision and Administration Commission, SAT, the State Administration for Industry and Commerce,
the CSRC and SAFE, jointly issued the Regulations on Mergers and Acquisitions of Domestic Enterprises
by Foreign Investors (B SME 5 & 2 F 58 R A 3ERT R AE) (the “M&A Rules”), which became effective
on September 8, 2006 and was amended in June 22, 2009. The M&A Rules, governing the approval
process by which a PRC company may participate in an acquisition of assets or equity interests by foreign
investors, requires the PRC parties to make a series of applications and supplemental applications to the
government agencies, depending on the structure of the transaction. In some instances, the application
process may require presentation of economic data concerning a transaction, including appraisals of the
target business and evaluations of the acquirer, which are designed to allow the government to assess the
transaction. Accordingly, due to the M&A Rules, our ability to engage in business combination
transactions has become significantly more complicated, time-consuming and expensive, and we may not
be able to negotiate a transaction that is acceptable to our Shareholders or sufficiently protect their
interests in a transaction.

The M&A Rules allow Chinese government agencies to assess the economic terms of a business
combination transaction. Parties to a business combination transaction may have to submit to MOFCOM
and other relevant government agencies an appraisal report, an evaluation report and the acquisition
agreement, all of which form part of the application for approval, depending on the structure of the
transaction. The M&A Rules also prohibit a transaction at an acquisition price obviously lower than the
appraised value of the PRC business or assets and in certain transaction structures, require that
consideration must be paid within defined periods, generally not in excess of a year. In addition, the M&A
Rules also limit our ability to negotiate various terms of the acquisition, including aspects of the initial
consideration, contingent consideration, holdback provisions, indemnification provisions and provisions
relating to the assumption and allocation of assets and liabilities. Transaction structures involving trusts,
nominees and similar entities are prohibited. Therefore, such regulation may impede our ability to
negotiate and complete a business combination transaction on legal and/or financial terms that satisfy our
investors and protect our Shareholders’ economic interests.

We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies.

Pursuant to the Bulletin on Issues of Enterprise Income Tax on Indirect Transfers of Assets by
Non-PRC Resident Enterprises (B IF J& B A 2 2 i 2 A 2E TS B T B A 45) (the “Bulletin
7), an “indirect transfer” of PRC taxable assets, including a transfer of equity interests in a PRC resident
enterprise, by non-PRC resident enterprises may be re-characterized and treated as a direct transfer of PRC
taxable assets, if such arrangement does not have a reasonable commercial purpose and was established
for the purpose of avoiding payment of PRC enterprise income tax. As a result, gains derived from such
indirect transfer may be subject to PRC enterprise income tax. When determining whether there is a
“reasonable commercial purpose” of the transaction arrangement, factors to be taken into consideration
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include: whether the main value of the equity interest of the relevant offshore enterprise derives from PRC
taxable assets; whether the assets of the relevant offshore enterprise mainly consist of direct or indirect
investment in China or if its income mainly derives from China; whether the offshore enterprise and its
subsidiaries directly or indirectly hold PRC taxable assets have real commercial nature, which is
evidenced by their actual function and risk exposure; the duration of shareholders, existence of the
business model and organizational structure; the replicability of the transaction by direct transfer of PRC
taxable assets; and the tax situation of such indirect transfer and applicable tax treaties or similar
arrangements. In respect of an indirect offshore transfer of assets of a PRC establishment, the resulting
gain is to be reported on with the enterprise income tax filing of the PRC establishment or place of
business being transferred, and would consequently be subject to PRC enterprise income tax at a rate of
25%. Where the underlying transfer relates to equity investments in a PRC resident enterprise, which is
not related to a PRC establishment or place of business of a non-resident enterprise, a PRC enterprise
income tax of 10% would apply, subject to available preferential tax treatment under applicable tax treaties
or similar arrangements. Late payment of applicable tax will subject the transferor to default interest.
Gains derived from the sale of shares by investors through a public stock exchange will not be subject to
PRC enterprise income tax pursuant to Bulletin 7 where such shares were acquired in a transaction through
a public stock exchange.

There are uncertainties as to the application of Bulletin 7. Bulletin 7 may be determined by the tax
authorities to be applicable to sale of the shares of our offshore subsidiaries or investments where PRC
taxable assets are involved. We face uncertainties as to the reporting and other implications of certain past
and future transactions where PRC taxable assets are involved, such as offshore restructuring, or the sale
of the shares in our offshore subsidiaries or investments. Our Company may be subject to filing obligations
or taxes if our Company is the transferor in such transactions, and may be subject to withholding
obligations if our Company is the transferee in such transactions, under Bulletin 7. For transfers of shares
in our Company by investors that are non-PRC resident enterprises, our PRC subsidiary may be requested
to assist with the filing under Bulletin 7. As a result, we may be required to expend valuable resources to
comply with Bulletin 7 or to request the relevant transferors from whom we purchase taxable assets to
comply with these circulars, or to establish that our Company should not be taxed under Bulletin 7, for
our previous and future restructuring or disposal of shares of our offshore subsidiaries or investments,
which may have a material adverse effect on our financial condition and results of operations.

The PRC tax authorities have the discretion under Bulletin 7 to make adjustments to the taxable
capital gains based on the difference between the fair value of the taxable assets transferred and the cost
of investment. If the PRC tax authorities make adjustments to the taxable income of the transactions under
Bulletin 7, or under Bulletin on Issues Concerning the Withholding of Non-PRC Resident Enterprise
Income Tax at Source (A I J& R AR SE AT 15 B IR SR FN400A B [ Y A 45), our income tax costs associated
with such potential acquisitions or disposals will increase, which may have an adverse effect on our
financial condition and results of operations.

We may be deemed to be a PRC tax resident under the EIT Law, and as a result, our global income
could be subject to PRC withholding tax and enterprise income tax.

We are a holding company incorporated under the laws of the Cayman Islands and hold interests in
our PRC subsidiaries. Pursuant to the Enterprise Income Tax Law of the PRC ("3 A R L AE 1> 3 15
i) (the “EIT Law”), effective in January 2008, as amended on February 24, 2017 and December 29,
2018, and its implementation rules, dividends payable by a foreign-invested enterprise to its foreign
corporate investors who are not deemed a PRC resident enterprise are subject to a 10.0% withholding tax,
unless such foreign investor’s jurisdiction of incorporation has a tax treaty with the PRC that provides for
a different withholding tax arrangement.
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The EIT Law and EIT implementation rules also provide that if an enterprise incorporated outside
China has its “de facto management bodies” within China, such enterprise may be deemed a “PRC resident
enterprise” for tax purposes and be subject to an enterprise income tax rate of 25.0% on its global incomes.
“De facto management body” is defined as the body that has the significant and overall management and
control over the business, personnel, accounts and properties of an enterprise. In April 2009, SAT
promulgated a circular, known as Circular 82, and partially amended by Circular 9 promulgated in January
2014, to clarify the certain criteria for the determination of the “de facto management bodies” for foreign
enterprises controlled by PRC enterprises or PRC enterprise groups. Under Circular 82, a foreign
enterprise is considered a PRC resident enterprise if all of the following apply: (1) the senior management
and core management departments in charge of daily operations are located mainly within China;
(2) decisions relating to the enterprise’s financial and human resource matters are made or subject to
approval by organizations or personnel in China; (3) the enterprise’s primary assets, accounting books and
records, company seals, and board and shareholders’ meeting minutes are located or maintained in China;
and (4) 50.0% or more of voting board members or senior executives of the enterprise habitually reside
in China. Further to Circular 82, SAT issued a bulletin, known as Bulletin 45, effective in September 2011
and last amended on June 15, 2018 to provide more guidance on the implementation of Circular 82 and
clarify the reporting and filing obligations of such “Chinese-controlled offshore incorporated resident
enterprises.” Bulletin 45 provides for, among other matters, procedures for the determination of resident
status and administration of post-determination matters. Although Circular 82 and Bulletin 45 explicitly
provide that the above standards apply to enterprises that are registered outside China and controlled by
PRC enterprises or PRC enterprise groups, Circular 82 may reflect SAT’s criteria for determining the tax
residence of foreign enterprises in general.

However, there have been no official implementation rules regarding the determination of the “de
facto management bodies” for foreign enterprises not controlled by PRC enterprises (including companies
like ourselves). Therefore, it remains unclear how the tax authorities will treat a case such as ours.
However, if the PRC authorities were to subsequently determine, or any future regulation provides, that
we should be treated as a PRC resident enterprise, we will be subject to the uniform 25.0% enterprise
income tax on our global incomes. In addition, although the EIT Law provides that dividend payments
between qualified PRC-resident enterprises are exempt from enterprise income tax, due to the relatively
short history of the EIT Law, it remains unclear as to the detailed qualification requirements for this
exemption and whether dividend payments by our PRC subsidiaries to us will meet such qualification
requirements even if we are considered a PRC resident enterprise for tax purposes.

There remains significant uncertainty as to the interpretation and application of applicable PRC tax
laws and rules by the PRC tax authorities, and the PRC tax laws, rules and regulations may also change.
If there is any change to applicable tax laws and rules and interpretation or application with respect to such
laws and rules, the value of your investment in our shares may be materially affected.

Investors of our [REDACTED] may become subject to PRC income tax.

Under current PRC tax laws, regulations and rules, non-PRC resident individuals and non-PRC
resident enterprises are subject to different tax obligations with respect to the dividends paid to them by
us or the gains realized upon the sale or other disposition of our [REDACTED]. In general, non-PRC
resident individuals are required to pay PRC individual income tax at a 20% rate under the PRC Individual
Income Tax Law. We are required to withhold such tax from dividend payments, unless applicable tax
treaties between the PRC and the jurisdictions in which the foreign individuals reside reduce or provide
an exemption for the relevant tax obligations.
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For non-PRC resident enterprises that do not have establishments or premises in China, or have
establishments or premises in China but their income is not related to such establishments or premises,
under the EIT Law, dividends paid by us and the gains realized by such foreign enterprises upon the sale
or other disposition of [REDACTED] are ordinarily subject to PRC enterprise income tax at a 10% rate
subject to a further reduction under a special arrangement or applicable treaty between the PRC and the
jurisdiction of the residence of the relevant non-PRC resident enterprise.

There remains uncertainty as to the interpretation and application of the relevant PRC tax laws by
the PRC tax authorities, including the taxation of capital gains by non-PRC resident enterprises, and
individual income tax on gains realized on the sale or other disposition of [REDACTED]. The PRC tax
laws, rules and regulations may also change. If there is any change to applicable tax laws and
interpretation or application with respect to such laws, the value of your investment in our [REDACTED]
may be materially affected.

Payment of dividends is subject to restrictions under PRC law.

Under PRC law, dividends may be paid only out of distributable profits. Distributable profits is
defined as our profits after taxes as determined under PRC GAAP less any recovery of accumulated losses
and appropriations to statutory and other reserves that we are required to make. As a result, we may not
have sufficient, if any, distributable profits to enable our company to make dividend distributions to its
shareholders in the future, including periods for which our company’s financial statements indicate that
our operations have been profitable. Any distributable profits not distributed in a given year are retained
and available for distribution in subsequent years.

Moreover, because the calculation of distributable profits under PRC GAAP is different from the
calculation under IFRS in certain respects, our company may not have distributable profits as determined
under PRC GAAP, even if they have profits for that year as determined under IFRS, or vice-versa.
Accordingly, the cash flow and ability to make dividend distributions to our Shareholders in the future,
including those periods in which our company’s financial statements indicate that our operations have
been profitable.

It may be difficult to enforce a judgment obtained from non-PRC courts against our company or our
Directors or senior executive officers residing in China.

Substantially all of our Directors and senior management members reside within China, and
substantially all of our assets and the assets of our Directors and senior management members are located
within China. As a result, it may be difficult or impossible for you to effect service of process within Hong
Kong upon us or these persons, or to bring an action in Hong Kong against us or these individuals.
Moreover, China does not have treaties with most of the other jurisdictions that provide for the reciprocal
recognition and enforcement of judicial rulings and awards.

On July 14, 2006, the Supreme People’s Court of China and Hong Kong entered into the
Arrangement on Reciprocal Recognition and Enforcement of Judgements in Civil and Commercial Matters
by the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice
of Court Agreements between Parties Concerned ([ 7 A i B 5 45 AT B I8 1 e AR B RB AT AT A
o e 1) B P S R I P 2 BE) (the “2006 Arrangement”). Pursuant to such arrangement, a party with
a final judgment rendered by a Hong Kong court requiring payment of money in a civil and commercial
case according to a choice of court agreement in writing may apply for recognition and enforcement of
the judgment in China, and vice versa. However, it is subject to the parties in the dispute agreeing to enter
into a choice of court agreement in writing under the 2006 Arrangement.
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On January 18, 2019, the Supreme People’s Court of China and Hong Kong entered into the
Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters
by the Courts of the Mainland and of the Hong Kong Special Administrative Region (B A1 BL 55 4
AT L I 75 B AH BR8] AU T R P S BRI HE) (the “2019 Arrangement”), the commencement
date of which shall be announced after the Supreme People’s Court promulgates judicial interpretations
and relevant procedures are completed in Hong Kong. The 2019 Arrangement will supersede the 2006
Arrangement and afford greater clarity and certainty for reciprocal recognition and enforcement of
judgments in civil and commercial matters. The 2006 Arrangement will remain applicable to a “choice of
court agreement in writing” entered into before the 2019 Arrangement taking effect. However, there
remains uncertainties as to the outcome of any applications to recognize and enforce such judgments and
arbitral awards in China.

Furthermore, an original action may only be brought in China against us or our Directors and senior
management if the actions are not required to be arbitrated by PRC law and upon satisfaction of the
conditions for commencing a cause of action pursuant to the PRC civil procedure law. As a result of the
conditions set forth in the PRC civil procedure law and the discretion of the PRC courts to determine
whether the conditions are satisfied and whether to accept the action for adjudication, it is uncertain
whether investors will be able to bring an original action in China in this manner.

The performance and reliability of the Internet infrastructure and wireless and landline
telecommunications networks in China will affect our operations and growth, including our ability
to accommodate prospective customers in the future.

With our principal executive offices located in China, we conduct central management and regulate
and monitor our overall manufacturing operations relying on wireless and landline telecommunications
networks in China. The national networks in China are connected to the Internet through international
gateways controlled by the Chinese government, which are the only channels through which a domestic
user can connect to the Internet in China. These international gateways may not support the demand
necessary for the continued growth in internet traffic by users in China. We cannot assure you that the
development of China’s information infrastructure will be adequate to support our operations and growth.
In addition, in the event of any infrastructure disruption or failure, we would have no access to alternative
networks and services on a timely basis, if at all, which could have a material adverse effect on our
business, results of operations and prospects.

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

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly
Listed Company (B85 AR A BLEE SN 11/ w) RES B =1 %1 1 FEE A7 3504 B P R R 48 %) (the ““Stock
Option Rules”), which replaced the earlier rules promulgated by SAFE in March 2007. Under the Stock
Option Rules, PRC residents who participate in stock incentive plans in an overseas publicly listed
company are required, through a PRC agent or PRC subsidiary of such overseas publicly listed company,
to register with SAFE and complete certain other procedures. Such participants must also retain an
overseas entrusted institution to handle matters in connection with their exercise of stock options,
purchase and sale of corresponding stocks or interests and fund transfers. In addition, the PRC agent is
required to amend the SAFE registration with respect to the stock incentive plan if there is any material
change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other material
changes.
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We and our PRC resident employees who have been granted stock options will be subject to the
Stock Option Rules upon completion of the [REDACTED]. Failure by the PRC resident holders of our
share options to complete their SAFE registrations may subject them to fines and legal sanctions and may
also limit our ability to contribute additional capital into our PRC subsidiaries and our PRC subsidiaries’
ability to distribute dividends to us, or otherwise materially and adversely affect our business.

RISKS RELATING TO THE [REDACTED]

There has been no [REDACTED] for our [REDACTED], and the liquidity and market price of
our [REDACTED] may be volatile.

Prior to the [REDACTED], there has been no [REDACTED] for our [REDACTED]. The
[REDACTED] range for our Shares was the result of negotiations between us and the [REDACTED] on
behalf of the [REDACTED], and the [REDACTED] may differ significantly from the market price for
our [REDACTED] following the [REDACTED]. We have [REDACTED]. A [REDACTED] on the Stock
Exchange, however, does not guarantee that an active and liquid trading market for our [REDACTED]
will develop, or if it does develop, that it will be sustained following the [REDACTED] or that the market
price of our [REDACTED] will not decline following the [REDACTED]. Furthermore, the market price
and trading volume of our [REDACTED] may be volatile. The following factors may affect the trading
volume and market price of our [REDACTED]:

. actual or anticipated fluctuations in our operating performance and revenue;

. news regarding recruitment or departure of key personnel by us or our competitors;

. announcements of competitive developments, acquisitions or strategic alliances in our
industry;

. potential litigation or regulatory investigations;

. general market conditions or other developments affecting us or our industry;

. the operating and stock price performance of other companies and industries, and other events

or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding Shares or sales or
perceived sales of Shares by us or other Shareholders.

Moreover, the capital market has from time to time experienced significant price and trading volume
fluctuations that were unrelated or not directly related to the operating performance of the underlying
companies in the market. These broad market and industry fluctuations may have a material and adverse
effect on the market price and trading volume of our [REDACTED].

An active and liquid trading market for our [REDACTED] may not develop.

Prior to the [REDACTED], our Shares were not traded on any other market. We cannot assure you
that an active and liquid trading market for our Shares will be developed or be maintained after the
[REDACTED]. Liquid and active trading markets usually result in less price volatility and more
efficiency in carrying out investors’ purchase and sale orders. The market price of our Shares could vary
significantly as a result of a number of factors, some of which are beyond our control. In the event of a
drop in the market price of our Shares, you could lose a substantial part or all of your investment in our
Shares.
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Since there will be a gap of several days between [REDACTED] and [REDACTED] of our
[REDACTED], holders of our Shares are subject to the risk that the price of our Shares could fall
during the period before [REDACTED] of our Shares begins.

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

[REDACTED]

The market price and trading volume of our [REDACTED] may be volatile, which could result in
rapid and substantial losses for our Shareholders.

The market price of our Shares may be highly volatile and could be subject to significant
fluctuations. In addition, the trading volume of our [REDACTED] may fluctuate, which may cause
significant price variations. Some of the factors that could negatively affect the price of our Shares, or
result in fluctuations in the price or trading volume of our [REDACTED] following the [REDACTED]
include:

. variations in our operating and financial results, such as turnovers, earnings and cash flow;
J our failure to execute our strategies;
. an unexpected business interruptions resulting from operational breakdowns, natural disasters,

or major changes in our key personnel or senior management;

. adverse market reaction to any indebtedness that we may incur or securities that we may issue
in the future;

. changes in market valuations of similar companies;

. changes or proposed changes in laws or regulations, or differing interpretations thereof,
affecting our ability to obtain or maintain regulatory approval for our products;

. inadequate protection of our intellectual property rights or legal proceedings brought against
us for infringement of third parties’ intellectual property rights;
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. unexpected costs of litigations and unfavorable outcomes of claims arising out of defective
products and safety related governmental investigations and actions; and

. general political, financial, social and economic conditions.

We have significant discretion as to how we will use the [REDACTED] of the [REDACTED], and you
may not necessarily agree with how we use them.

Our management may spend the [REDACTED] from the [REDACTED] in ways you may not agree
with or that do not yield a favorable return. For details of our intended [REDACTED], see “Future Plans
and Use of [REDACTED].” However, our management will have discretion as to the actual application
of our [REDACTED]. You are entrusting your funds to our management, upon whose judgment you must
depend, for the specific use we will make of the [REDACTED] from this [REDACTED].

Future sales or perceived sales of substantial amounts of our securities in the public market could
have a material and adverse effect on the prevailing market price of our [REDACTED] and our
ability to raise additional capital in the future, or may result in dilution of your shareholdings.

Future sales of substantial amounts of our [REDACTED] or other securities relating to our
[REDACTED] in the [REDACTED], or the issuance of new [REDACTED] or other securities relating
to our [REDACTED], or the perception that such sales or issuances may occur could all cause a decline
in the market price of our [REDACTED]. Future sales, or perceived sales, of substantial amounts of our
securities or other securities relating to our [REDACTED], including part of any future offerings, could
also materially and adversely affect the prevailing market price of our [REDACTED] and our ability to
raise capital in the future at a time and at a price which we deem appropriate.

We may not be able to pay any dividends on our Shares.

We cannot guarantee when and in what form dividends will be paid on our Shares following the
[REDACTED]. The declaration of dividends is proposed by the Board and is based on, and limited by,
various factors, including without limitation, our business and financial performance, capital and
regulatory requirements, and general business conditions. We may not have sufficient or any profits to
enable us to make dividend distributions to our Shareholders in the future, even if our financial statements
indicate that our operations have been profitable. For details, see “Financial Information — Dividend.”

[REDACTED]
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Forward-looking statements contained in this document are subject to risks and uncertainties.

This document contains forward-looking statements with respect to our business strategies, operating
efficiencies, competitive positions, and growth opportunities for existing operations, plans and objectives
of management, certain pro forma information and other matters.

9% ¢ 9 ELENTS

The words “anticipate,” “believe,” “could,” “potential,” “continue,” “expect,” “intend,” “may,”
“plan,” “seek,” “will,” “would,” “should” and the negative of these terms and other similar expressions
identify a number of these forward-looking statements. These forward-looking statements, including,
among others, those relating to our future business prospects, capital expenditure, cash flows, working
capital, liquidity and capital resources are necessary estimates reflecting the best judgment of our
Directors and management and involve a number of risks and uncertainties that could cause actual results
to differ materially from those suggested by the forward-looking statements. As a result, these
forward-looking statements should be considered in light of various important factors, including those set
out in “Risk Factors” in this document. Accordingly, such statements are not a guarantee of future
performance and you should not place undue reliance on any forward-looking information. All
forward-looking statements in this document are qualified by reference to this cautionary statement.

The industry data and forecasts in this document obtained from various government publications
and the industry report have not been independently verified.

This document includes industry data and forecasts that we obtained from various government
publications and the industry report that we believe are reliable. We have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render such information
false or misleading. However, we cannot assure you of the accuracy or completeness of information
obtained from these sources. We have not independently verified any of the data, forecasts and other
statistics from such sources, nor have we ascertained that the underlying economic assumptions relied
upon in those sources. Also, these facts, forecasts and other statistics have not been independently verified
by the [REDACTED], their respective directors and advisors or any other parties involved in the
[REDACTED] and none of them make any representation as to the accuracy or completeness of such
information in respect of the CIC Report and the information therein. Moreover, such facts, forecasts and
other statistics may not be prepared on a comparable basis or may not be consistent with other information
compiled within or outside China. For these reasons, you should not place undue reliance on such
information as a basis for making your investment in our [REDACTED].

You should read the entire document carefully and we strongly caution you not to place any reliance
on any information contained in press articles and other media regarding us and the [REDACTED].

Prior to the publication of this document, there has been and there may also be, subsequent to the
date of this document but prior to the completion of the [REDACTED], press and media coverage
regarding us, our business, our industries and the [REDACTED], which contained, among other things,
certain financial information, projections, valuations and other forward-looking information about us and
the [REDACTED]. We have not authorized the disclosure of any such information in the press or media
and do not accept responsibility for the accuracy or completeness of such press articles or other media
coverage. We make no representation as to the appropriateness, accuracy, completeness or reliability of
any of such projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this document, we disclaim
responsibility for them. Accordingly, prospective investors are cautioned to make their investment
decisions on the basis of the information contained in this document only and should not rely on any other
information.
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In preparation for the [REDACTED], we have sought the following waivers from strict compliance
with the relevant provisions of the Listing Rules.

WAIVER IN RESPECT OF MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires that a [REDACTED] must have a sufficient management
presence in Hong Kong. This normally means that at least two of its executive directors must be ordinarily
resident in Hong Kong. The business operations of the Group are located in China. Due to the business
requirements of the Group, none of the executive Directors has been, is or will be based in Hong Kong.
Our Company considers that it would be impracticable and commercially infeasible to appoint two Hong
Kong residents as executive Directors or to relocate the existing executive Directors to Hong Kong
considering that the operations of our Group are based outside of Hong Kong. Accordingly, we have
applied to the Stock Exchange for, and the Stock Exchange [has granted], a waiver from strict compliance
with the requirement of Rule 8.12 of the Listing Rules. In order to maintain effective communication with
the Stock Exchange, we will adopt, among others, the following measures:

(a) Our Company has appointed two authorized representatives pursuant to Rule 3.05 of the
Listing Rules who will act as our principal communication channel with the Stock Exchange
and will ensure that we comply with the Listing Rules at all times. These two authorized
representatives appointed are Mr. HUANG Kun, a non-executive Director who is ordinarily
resident in Hong Kong, and Mr. ZHU Lingbo, the senior vice president, board secretary and a
joint company secretary of our Company. Each of the authorized representatives will be
available to meet with the Stock Exchange within a reasonable time frame upon the request of
the Stock Exchange and will be readily contactable by telephone, facsimile and e-mail. Each
of the two authorized representatives has been duly authorized to communicate on our
Company’s behalf with the Stock Exchange. The Company will inform the Stock Exchange
promptly in respect of any change in its authorized representatives;

(b) Both authorized representatives have means to contact all Directors (including the independent
non-executive Directors) promptly at all times as and when the Stock Exchange wishes to
contact our Directors for any matters. Our Company will implement a policy whereby (1) the
executive Directors will provide valid phone numbers or other means of communication to the
authorized representatives when they are traveling or out of office; and (2) each Director will
provide his mobile phone number, office phone number, e-mail address and, where available,
fax number to the Stock Exchange and will inform the Stock Exchange promptly if there are
any changes to the contact details of the Directors;

(c) All our Directors who are not ordinarily resident in Hong Kong have confirmed that they
possess or can apply for valid travel documents to visit Hong Kong and will be able to meet
with relevant members of the Stock Exchange in Hong Kong upon reasonable notice, when
required; and

(d) Our Company has appointed Somerley Capital Limited as our compliance advisor pursuant to
Rule 3A.19 of the Listing Rules, who will act as our additional communication channel with
the Stock Exchange and will be available to respond to enquiries from the Stock Exchange.
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WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an individual
who, by virtue of his/her academic or professional qualifications or relevant experience, is, in the opinion
of the Stock Exchange, capable of discharging the functions of the company secretary. The Stock
Exchange considers the following academic or professional qualifications to be acceptable: (1) a member
of The Hong Kong Institute of Chartered Secretaries; (2) a solicitor or barrister (as defined in the Legal
Practitioners Ordinance); and (3) a certified public accountant (as defined in the Professional Accountants
Ordinance).

In assessing “relevant experience,” the Stock Exchange will consider the individual’s: (1) length of
employment with the issuer and other listed companies and the roles he/she played, (2) familiarity with
the Listing Rules and other relevant law and regulations including SFO, Companies Ordinance, Companies
(Winding Up and Miscellaneous Provisions) Ordinance and the Takeovers Code, (3) relevant training
taken and/or to be taken in addition to the minimum requirement of taking not less than fifteen hours of
relevant professional training in each financial year under Rule 3.29 of the Listing Rules, and (4)
professional qualifications in other jurisdictions.

We have appointed Mr. ZHU Lingbo and Ms. CHU Cheuk Ting as our joint company secretaries.
Biographical information of Mr. ZHU Lingbo and Ms. CHU Cheuk Ting is set out in the section headed
“Directors and Senior Management” in this document. Mr. ZHU Lingbo is currently our senior vice
president, board secretary and a joint company secretary of our Company. We have appointed him due to
his past management experience within our company and his thorough understanding of our internal
administration, business operations and corporate culture. Since Mr. ZHU Lingbo does not possess a
qualification stipulated in Rule 3.28 of the Listing Rules, he is not able to solely fulfill the requirements
as a company secretary of a [REDACTED] stipulated under Rules 3.28 and 8.17 of the Listing Rules.
Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has granted], a waiver
from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules in relation
to the appointment of Mr. ZHU Lingbo as our joint company secretary.

Although Mr. ZHU Lingbo does not possess the specified qualification required by Rule 3.28 of the
Listing Rules, the Directors believe that considering Mr. ZHU Lingbo’s past experience in the capital
market-related affairs and corporate governance matters, he is capable of discharging the functions of a
joint company secretary with the assistance of Ms. CHU Cheuk Ting, the other joint company secretary
of our Company who fully complies with the requirements under Rule 3.28 and 8.17 of the Listing Rules.
In addition, the principal business activities of the Group are conducted in China. Mr. ZHU Lingbo, who
resides in China, is familiar with and has a thorough understanding of the operations of our internal
business and finance. Therefore, we believe that the appointment of Mr. ZHU Lingbo as a joint company
secretary is in our Company’s and the Shareholders’ best interests and beneficial to our corporate
governance.

Given the important role of the company secretary in the corporate governance of a [REDACTED],
particularly in assisting with the [REDACTED] as well as its directors in complying with the Listing
Rules and other relevant laws and regulations, we have made the following arrangements for the waiver:

(1) Mr. ZHU Lingbo will endeavor to attend relevant training courses, including briefing on the
latest changes to the applicable Hong Kong laws and regulations as well as the Listing Rules
organized by our legal advisor as to the laws of Hong Kong on an invitation basis, and seminars
organized by the Stock Exchange or other professional bodies from time to time, in addition
to the 15-hour minimum requirement under Rule 3.29 of the Listing Rules;
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(2)

(3)

We have appointed Ms. CHU Cheuk Ting, an associate of both The Hong Kong Institute of
Chartered Secretaries and The Chartered Governance Institute, who fully complies with the
requirements under Rules 3.28 and 8.17 of the Listing Rules to act as the other joint company
secretary. Ms. CHU Cheuk Ting will work closely with and to provide assistance to Mr. ZHU
Lingbo in the discharge of her duties as a company secretary for an initial period of three years
commencing from the [REDACTED] so as to enable Mr. ZHU Lingbo to acquire the relevant
experience (as required under Rule 3.28(2) of the Listing Rules) to discharge the duties and
responsibilities as a company secretary; and

Mr. ZHU Lingbo will also be assisted by the Company’s compliance advisor and legal advisor
as to the laws of Hong Kong on matters in relation to the Company’s continuing compliance
obligations under the Listing Rules and the applicable laws and regulations.

Such waiver will be revoked immediately if and when Ms. CHU Cheuk Ting ceases to provide such
assistance or if there are material breaches of the Listing Rules by us. We will liaise with the Stock
Exchange before the end of the three-year period to enable it to assess whether Mr. ZHU Lingbo, having
had the benefit of Ms. CHU Cheuk Ting’s assistance for three years, will have acquired relevant

experience within the meaning of Rule 3.28 of the Listing Rules so that a further waiver will not be

necessary.

See the section headed “Directors and Senior Management” in this document for further information
of Mr. ZHU Lingbo and Ms. CHU Cheuk Ting.

[REDACTED]
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[REDACTED]

WAIVER IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Our Group has entered into or will enter into, and expects to continue after the [REDACTED], as
applicable, certain transaction which will constitute non-exempt continuing connected transaction under
Chapter 14A of the Listing Rules. We have applied to the Stock Exchange for, and the Stock Exchange
[has granted] to us, a waiver from strict compliance with the announcement, circular and independent
shareholders’ approval requirement as applicable, as set out in Chapter 14A of the Listing Rules in respect
of such non-exempt continuing connected transaction. See “Connected Transactions” in this document for
further information of such non-exempt continuing connected transaction and corresponding waiver.
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[REDACTED]
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[REDACTED]
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name Address Nationality
Executive Directors
Ms. LI Huamin (Z=ZE) No. 110, Branch Lane 2, Lane 1699 Chinese
Hanghe Road, Hangtou Town
Nanhui District
Shanghai, PRC
Mr. CHEN Kai (Bi##) Room 104, No. 18, Lane 1258 Chinese
Chenglong Road, Dongjing Town
Songjiang District
Shanghai, PRC
Non-Executive Directors
Mr. FENG Dai (%) Room 4C, 4/F, Excelsior Building Chinese

Mr. HUANG Kun (#3)

Mr. HU Jiezhang (#178%%)

No. 364 Nathan Road
Yau Ma Tei
Hong Kong

Flat D, 28/F, Tower 5

Grand Austin, 9 Austin Road West
Kowloon

Hong Kong

Room 903, Building 3, Hengkang
Lijiang Garden, Panyu District

Guangzhou, Guangdong Province, PRC

Independent Non-Executive Directors

Mr. HAN Xiaojing (%#/]Na0)

Ms. DONG Li (ZE#1)

Mr. SHI Zi (4 T)

Room 207, QingCuiYuan Garden
No. 8 Jinzhan North Road
Chaoyang District

Beijing, PRC

Room 602, No. 309, Lane 1983
Huamu Road, Pudong New Area
Shanghai, PRC

Room 701, 7/F, Building 6

China Resources City Runfu Phase III

Nanshan District, Shenzhen
Guangdong Province, PRC

(Hong Kong)

Chinese

Chinese

Chinese
(Hong Kong)

Chinese

Chinese

Further information about our Directors and other senior management members are set out in
“Directors and Senior Management.”
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PARTIES INVOLVED IN THE [REDACTED]

Joint Sponsors Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center
2 Queen’s Road Central
Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong

[REDACTED]

Legal Advisors to Our Company As to Hong Kong and United States laws:
Wilson Sonsini Goodrich & Rosati
Suite 1509, 15/F, Jardine House
1 Connaught Place
Central
Hong Kong

As to PRC laws:

Han Kun Law Offices

9/F, Office Tower C1, Oriental Plaza
1 East Chang An Avenue

Beijing, PRC

As to Cayman Island laws:

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

18 Harbour Road

Wanchai

Hong Kong
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Legal Advisors to the Joint Sponsors and As to Hong Kong and United States laws:
[REDACTED] Clifford Chance
27th Floor Jardine House
One Connaught Place
Central
Hong Kong

As to PRC laws:

Tian Yuan Law Firm

10/F, Tower B

China Pacific Insurance Plaza
28 Fengsheng Hutong
Xicheng District

Beijing, PRC

Reporting Accountant PricewaterhouseCoopers
Certified Public Accountant
Registered Public Interest Entity Auditor
22/F, Prince’s Building
Central
Hong Kong

Industry Consultant China Insights Industry Consultancy Limited
10/F, Block B, Jing’an International Center
88 Puji Road
Jing’an District
Shanghai, PRC

[REDACTED]
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CORPORATE INFORMATION

Registered Office Maples Corporate Services Limited,
PO Box 309, Ugland House,
Grand Cayman, KY1-1104,
Cayman Islands

Headquarters 7/F, Building No. 7, KIC Business Center
No. 500 Zhengli Road
Yangpu District
Shanghai, PRC

Principal Place of Business in Hong Kong Level 54, Hopewell Centre
183 Queen’s Road East
Hong Kong

Company’s Website www.angelalign.com
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Unless otherwise indicated, the information and statistics contained in this section have been
derived from various official and government publications, publicly available market research
sources and from the market research report prepared by CIC, which was commissioned by us. We
believe that the sources of such information are appropriate, and we have taken reasonable care in
extracting and reproducing such information. We have no reason to believe that such information is
false or misleading in any material respect or that any fact has been omitted that would render such
information false or misleading in any material respect. We, the Joint Sponsors, the [REDACTED],
the [REDACTED], the [REDACTED], the [REDACTED] or any other party involved in the
[REDACTED] or any of our or their respective directors, officers, representatives, affiliates or
advisors (excluding CIC in respect of the CIC Report and the information therein) have no
independently verified the information and have made no representation as to the accuracy and
completeness thereof. The relevant information and statistics may not be consistent with other
information and statistics compiled within or outside the PRC by third parties. As a result, you are
advised not to place undue reliance on such information.

SOURCE OF INFORMATION

This section includes information from the CIC Report, a report commissioned by us, as we believe
such information imparts a greater understanding of the industry in which we operate to potential
[REDACTED]. CIC is a consulting firm founded in Hong Kong, and has an industry expert network
database and provides professional industry consulting across multiple industries. We have agreed to pay
a total of RMB886,000 in fees to CIC for the preparation of the report, which we believe to be consistent
with market rates. We are of the view that the payment of such fee does not impair the fairness of the
conclusions drawn in the CIC Report. Figures and statistics provided in this document and attributed to
CIC or the CIC Report have been extracted from the CIC Report and published with the consent of CIC.

In preparing the CIC Report, CIC conducted both primary and secondary research through various
resources. Primary research involved interviewing key industry experts and leading industry participants.
Secondary research involved analyzing data from various publicly available data sources. CIC also
assumed that (1) China’s overall social, economic and political environment are expected to remain stable
during the forecast period, (2) China’s economic and industrial development is likely to maintain a steady
growth trend over the next decade, (3) relevant market drivers are expected to continue to drive the growth
of the relevant markets in the forecast period, such as the raising consciousness of improving personal
appearance, changes in lifestyles and consumption habits, and (4) there is no extreme force majeure event
or new industry regulation which would affect the market dramatically or fundamentally.

DIRECTORS’ CONFIRMATION

After making reasonable inquiries, our Directors confirm that to the best of their knowledge, there
has been no adverse change in the market information presented in the CIC Report since the date of the
report which may disqualify, contradict or have an impact on the information in this document.

THE DENTAL CARE SERVICES MARKETS IN CHINA AND THE U.S.
Overview

The U.S. dental care services market, in terms of service revenue, increased from US$118.9 billion
in 2015 to US$133.1 billion in 2019 at a CAGR of 2.9%, and is expected reach US$163.6 billion in 2030
at a CAGR of 1.9% from 2019 to 2030, according to the CIC Report. By comparison, China’s dental care
services market, in terms of service revenue, increased from US$13.2 billion in 2015 to US$24.6 billion
in 2019 at a CAGR of 16.9%, and is expected to reach US$75.2 billion in 2030 at a CAGR of 10.7% from
2019 to 2030, according to the same source.
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The U.S. and China’s dental care services market size, 2015-2030E

CAGR 15-19  19-30E USD in billions
mm The PRC 16.9% 10.7%
The U.S. 2.9% 1.9%

163.6
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Sources: the CIC Report

Comparative Analysis of Dental Care Services Markets in China and the U.S.

According to the CIC Report, the gap between the U.S. and China’s dental care services markets is
expected to narrow in the future. While the U.S. dental care services market was 9.0 times larger than
China’s dental care services market in 2015 in terms of service revenue, the gap narrowed to 5.4 times in
2019 and is expected to further narrow to 2.2 times in 2030. In terms of per visit expense for dental care
services, in 2015, U.S. citizens spent US$695.9 per visit, which was about 7.4 times more than the per visit
expense by Chinese citizens. The gap narrowed to 5.1 times in 2019, and is expected to narrow to 2.8 times
in 2030, which indicates a great potential for customer value and China’s dental care services market.

OVERVIEW OF THE ORTHODONTICS MARKET
Introduction of Malocclusion and Orthodontics

According to the World Health Organization, malocclusion refers to a set of dental deviations,
including crowding, spacing, and protrusion, which may adversely affect the quality of life. There are
three main categories of malocclusion. Class I malocclusion usually comes with problems like spacing,
crowding, and over or under eruption. Class II malocclusion includes retrognathism, overjet and overbite.
Class III malocclusion includes prognathism, anterior crossbite, negative overjet and underbite. Class II
and III malocclusion are more complicated and harder to treat than Class I malocclusion.

Orthodontics is a specialty of dentistry that deals with the diagnosis, prevention and correction of
malocclusion. Orthodontic treatment applies constant, gentle force in a specific direction on the teeth to
move them into better positions.

Comparative Analysis of Major Orthodontic Treatment Methods

There are two major methods of orthodontic treatment, namely the traditional orthodontics treatment
method and the clear aligner treatment method. The traditional method uses metal braces, lingual braces,
ceramic braces, and other visible aligners. The clear aligner treatment method, as the advanced treatment
method, uses custom manufactured, removable, clear aligners. After conducting dental diagnosis, dental
professionals usually determine the appropriate type of orthodontic treatment for a specific patient based
on the patient’s malocclusion condition, the severity of the issue, the expected treatment results, and the
patient’s preferences.

The traditional orthodontic treatment method has long been the major therapy for malocclusion.
However, it has various limitations, including (1) unattractive appearance due to noticeable braces, (2) oral
discomfort due to the design and material of traditional braces, (3) poor oral hygiene due to non-removable
braces, (4) high technique requirements for dental professionals which generally require post-graduate
professional training in orthodontics, and (5) frequent and lengthy subsequent visits due to the necessity
of adjusting, repairing or replacing the arch wires.
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First launched in the U.S. in 1998, the development of the clear aligner treatment method has broken
through the limitations of the traditional orthodontic treatment method with various benefits, including (1)
excellent aesthetics due to transparent clear aligners, (2) high oral comfort level due to the custom design
and advanced material of clear aligners, (3) improved oral hygiene due to removable clear aligners, (4)
comprehensive support for treatment planning from clear aligner solution providers, (5) reduced frequency
and time of subsequent visits, and (6) relatively moderate requirements for, and easy adoption by, GP
dentists.

Traditional Orthodontic Treatment Methods
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As a result, an increasing number of patients, after weighing their options, have been inclined to
choose the clear aligner treatment method considering its benefits and advantages. Moreover, clear aligner
treatment appeals to a large number of people who otherwise would not take orthodontic treatment due to
the limitations of traditional orthodontic treatment.
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The Global Orthodontics Market and China’s Orthodontics Market

The global orthodontics market, in terms of retail sales revenue, grew from US$39.9 billion in 2015
to US$59.0 billion in 2019 at a CAGR of 10.3%, primarily driven by the rapid growth of orthodontics
markets in China, the United States, European countries, and other Asia Pacific (“APAC”) regions,
according to the CIC Report. Furthermore, it is expected that China’s orthodontics market will continue
to lead the growth of the global orthodontics market in the foreseeable future, and the global orthodontics
market is expected to reach US$123.2 billion in 2030 at a CAGR of 6.9% from 2019 to 2030, according
to the same source. In addition, the number of global orthodontics cases increased from 11.8 million in
2015 to 16.9 million in 2019 at a CAGR of 9.4%, and is expected to reach 33.9 million in 2030 at a CAGR
of 6.5%.

China’s orthodontics market, in terms of retail sales revenue, increased from US$3.4 billion in 2015
to US$7.3 billion in 2019 at a CAGR of 20.7%, and is expected to reach US$29.6 billion in 2030 at a
CAGR of 13.6% from 2019 to 2030, according to the CIC Report. In addition, the number of China’s
orthodontics cases increased from 1.6 million in 2015 to 2.9 million in 2019 at a CAGR of 15.3%, and
is expected to reach 9.5 million in 2030 at a CAGR of 11.4%.

Global orthodontics market size, by region, 2015-2030E
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Global orthodontics cases, by region, 2015-2030E
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Key Drivers of China’s Orthodontics Market
The development of China’s orthodontics market is primarily driven by the following factors.

. Growing affluence. With the increase in disposable income, an increasing number of Chinese
consumers are able to afford the out-of-pocket bills relating to orthodontics treatment.
Moreover, as a result of the increase in spending power, Chinese consumers are willing to
spend more on dental care services, including orthodontics treatment.

. Heightened awareness of dental health and aesthetics. Chinese consumers are more conscious
of the importance of dental health and aesthetics, as they increasingly relate such to their
self-confidence and social status. As a result, they are motivated to seek orthodontic treatment
to improve their appearances.

. Increasing number of orthodontic treatment providers. The number of medical institutions
providing orthodontic treatment in China, including general hospitals, dental hospitals and
clinics, has increased in recent years, primarily driven by favorable government policies. In
addition, the vibrant orthodontic market and lowering difficulty of orthodontic treatment
practice have attracted a number of GP dentists to obtain orthodontist certificates. As a result,
the number of orthodontic treatment providers increases in China, which improves the
accessibility of orthodontic treatment services.

CHINA’S CLEAR ALIGNER MARKET
Overview of China’s Clear Aligner Market

The global clear aligner market, in terms of retail sales revenue, increased from US$4.0 billion in
2015 to US$13.1 billion in 2019 at a CAGR of 35.0%, and is expected to reach US$50.9 billion in 2030
at a CAGR of 13.1% from 2019 to 2030. The growth of the global clear aligner market is mainly driven
by the development of the clear aligner market in developing countries, such as China. In addition, the
number of global orthodontics cases addressed by clear aligners increased from 0.8 million in 2015 to 3.1
million in 2019 at a CAGR of 39.0%, and is expected to reach 12.9 million in 2030 at a CAGR of 13.9%.

China’s clear aligner market has become the second largest market in the world in 2019. The market
size, in terms of retail sales revenue, increased from US$0.2 billion in 2015 to US$1.4 billion in 2019 at
a CAGR of 56.0%, and is expected to reach US$11.9 billion by 2030 at a CAGR of 21.5% from 2019 to
2030. By contrast, the growth of the clear aligner markets in the U.S. and Europe is expected to decelerate
to a CAGR of 8.7% and 10.0% from 2019 to 2030, respectively. In addition, the number of China’s
orthodontics cases addressed by clear aligners increased from 47,800 in 2015 to 303,900 in 2019 at a
CAGR of 58.8%, and is expected to reach 3.8 million in 2030 at a CAGR of 25.9%.

Global clear aligner market, by region, 2015-2030E
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Global clear aligner treatment cases, by region, 2015-2030E
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Comparative Analysis of Clear Aligner Markets in China and the U.S.
China has a higher prevalence rate of complicated malocclusion cases than the U.S.

Class II and III malocclusion cases are considered as complicated malocclusion cases. As a result of
the differences in facial types, China has a higher prevalence rate of complicated malocclusion cases than
the U.S. According to the CIC Report, in 2019, the overall prevalence rate of malocclusion in China and
the U.S. reached approximately 74.0% and 73.0%, respectively, whereas the prevalence rate of Class II
and III malocclusion cases in China reached approximately 49.0%, compared to that of 23.0% in the U.S.

The preval of overall malocclusi The prevalence rate of Class IT & ITI The prevalences of Class II & IIT malocclusion,
the U.S. vs. the PRC, 2019 malocclusion, the U.S. vs. the PRC, 2019 the U.S. vs. the PRC, 2019

- Million cases
Million cases

1,037 49%

the U.S. O
23%

the PRC

56

Sources: the CIC Report

China has a smaller population receiving clear aligner treatment compared to that of the U.S., with
a high growth potential in user base in the future

China’s clear aligner market is still at a nascent stage. In 2019, China had approximately 1,037
million malocclusion cases, much higher than that of approximately 244 million in the United States.
However, among the 2.9 million treated malocclusion cases in China in 2019, only 10.5% were addressed
with clear aligners, whereas 33.1% of the 4.5 million treated malocclusion cases in the United States were
addressed with clear aligners. Such significant disparities indicate a huge underpenetrated clear aligner
market in China.

i Total malocclusion cases Bl Treated cases  in million cases M Clear aligner treatment Traditional orthodontics in million cases
1,036.6
45
: 2.9

m (33.1%)
2435 > 30
(89.5%) (66.5%)
China The U.S. China The U.S.

Sources: the CIC Report
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In particular, in China, approximately 4.3% and 37.8% of the treated malocclusion cases of children
and teenagers and adults, respectively, were addressed by clear aligners. In comparison, in the U.S.,
approximately 15.9% and 69.3% of the treated orthodontics cases of children and teenagers and adults,
respectively, were addressed by clear aligners.

Treated traditional orthodontics cases & clear aligner cases in China and the U.S.,
children and teenagers” vs. adults'®, 2019

Tradi tlon:?l B Clear aligners inthousands
orthodontics
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2,582
Children and 2243 (84.1%)
teenagers (95.7%) Adults ggg

(62.2%)

China the U.S. China the U.S.

Note: (1) Refer to people aged 18 years or under. (2) Refer to people aged between 19 to 60 years old.

Sources: the CIC Report

China has a huge, unmet demand for both GP dentists and orthodontists compared with the U.S.,
which directly affects the supply of clear aligners treatment services

According to the CIC Report, in 2019, there were approximately 158,200 GP dentists and 10,800
orthodontists in the U.S., which translated to 48.1 GP dentists and 3.3 orthodontists per 100,000
population. In comparison, there were approximately 210,700 GP dentists and 5,300 orthodontists in China
in 2019, which translated to 14.8 GP dentists and 0.4 orthodontists per 100,000 population. Therefore,
there is a great potential for increase in both the absolute and relative number of GP dentists and
orthodontists in China, which will in turn increase the amount of clear aligners treatment services that can
be delivered.

The relative shortage of orthodontists in China is primarily due to the stringent requirements for
orthodontist candidates in China, including an orthodontics graduate degree and recognition as members
of existing orthodontics authorities such as the Chinese Orthodontics Society or the World Federation of
Orthodontists. Driven by increasing investments in dental care education and growing public awareness
of dental health, it is expected that the number of GP dentists and orthodontists in China will further
increase in the future to address the unmet demand.
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The number of GP dentists and orthodontists in China and the U.S., 2019

The number of GP dentists/ orthodontists, 2019 The number of GP dentists/ orthodontists, 2019
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While self-payment is currently the only payment option for clear aligner treatment in China, it may
be partially covered under certain medical insurance plans in the U.S.

As the medical insurance system is less developed in China, neither traditional orthodontics
treatment nor clear aligner treatment is currently covered under public or private insurance plans, which
suggests that orthodontics is still regarded as discretionary consumption rather than necessities in China.
By contrast, in the U.S. where the medical insurance system is developed and clear aligner treatment
enjoys both longer history and greater acceptance, a growing number of dental plans and other medical
insurances have begun to cover clear aligners as well, which in return supports the adoption of clear
aligner treatment.

Key Drivers for China’s Clear Aligner Market

The increased popularity of clear aligner treatment in China among potential patients is primarily
driven by the following factors.

. Increased willingness to receive treatment. The treatment rate of malocclusion among adults
was low in the past, primarily due to their concerns about appearance over the course of
traditional orthodontic treatment with visible braces. In contrast, more adults are willing to
treat malocclusion with clear aligners as a result of improved aesthetics during treatment. In
addition, clear aligners provide more comfortable treatment experience compared with
traditional treatment, which relieves another concern for potential patients.

. Expanding addressable indications. Equipped with greater control of teeth movement, clear
aligner treatment has been able to address approximately half of all malocclusion indications,
according to the CIC Report. Moreover, further technological advancement is likely to promote
the adoption of clear aligner treatment to more complicated indications that are more common
in China, which provides a continuously expanding pool of new target patients.

. Visualization of treatment results through intraoral scanners. As an emerging oral digital
technology, intraoral scanners bring immediate visualization of the therapeutic effect, which
allows patients to preview the image of their treatment effect before deciding whether to
proceed with orthodontic treatment. As a result, patients who are uncertain about their
treatment effects are more likely to join. Moreover, the penetration rate of intraoral scanners
in China in 2019 was approximately 10.0%, compared to that of approximately 40.0% in the
U.S. As the cost of intraoral scanners decreases and more brands become available, the
penetration rate of intraoral scanners is likely to increase, which in turn will promote the
development of China’s clear aligner market.
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The increased adoption of clear aligner treatment in China among dental professionals is primarily
driven by the following factors.

. Growing dental professionals base. Traditional orthodontic treatment is generally delivered by
qualified orthodontists with a master’s degree in orthodontics or having received post-graduate
professional training in orthodontics. On the contrary, clear aligner treatment, which requires
relatively moderate training and features comprehensive medical and technological support by
clear aligner solution providers, can be more easily delivered by both orthodontists and GP
dentists.

. Stronger incentive to provide clear aligner treatment services. Unlike traditional orthodontics,
clear aligner treatment does not require the dentist to bond the bracket or correct arch wires,
which reduces the treatment time spent on each visit and increases the number of cases
delivered by a dental professional. In addition, clear aligner solution providers continuously
introduce new technologies to facilitate the diagnosis and treatment process and new products
with easier and more time-saving procedures. As a result of the improved efficiency and
productivity, more dental professionals are incentivized to recommend clear aligners over
traditional orthodontics.

Key Development Trends of China’s Clear Aligner Market

According to the CIC Report, the future development of China’s clear aligner market is characterized
by the following market trends.

. Increasing involvement of private medical institutions. Private medical institutions account for
more than half of the cases treated with clear aligners serviced by medical institutions in China,
primarily because (1) mandatory medical insurance in China does not cover malocclusion
treatment, which reduces patients’ incentives to seek orthodontic treatment in public hospitals;
(2) compared with public hospitals in China, private medical service providers are more
accessible in terms of the flexibility in scheduling appointments; and (3) malocclusion is
generally not considered as a serious illness and patients have fewer concerns with seeking
malocclusion treatment from private medical service providers. As such, the penetration rate of
private medical institutions is expected to continue to increase in the near future.

. Rapid development of domestic clear aligner solution providers and high market
concentration. According to the CIC Report, domestic clear aligner solution providers will
develop rapidly and further penetrate China’s clear aligner market in the foreseeable future,
benefiting from local governmental support. In addition, China’s clear aligner market, as
currently dominated by two major players, is expected to remain highly concentrated primarily
due to the high entry barriers to China’s clear aligner industry.

Competitive Landscape for China’s Clear Aligner Treatment Solution Providers

China’s clear aligner treatment solution market is highly concentrated. In the nine months ended
September 30, 2020, the top two market players, including us, accounted for an aggregate market share
of approximately 82.3% in terms of case shipments. Among the two largest, we accounted for a market
share of approximately 41.3% in China in terms of case shipments in the same period. In addition, we
ranked first amongst our domestic competitors. Furthermore, we have the most comprehensive product
lines among all market players, according to the CIC Report.
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Major clear aligner treatment solution providers in China

Case Shipments Market share Case Shipments Market share
2019 %, 2019 2020.1-9 %, 2020. 1-9
Our Company _ 120,100 _ 39.5% _ 101,710 _ 41.3%
Competitor A _ 132,050 _ 43.5% _ 101,018 _ 41.0%
competitor B [l 25.200 | EEZ B 2079 B s«
%Zggrcgg‘gtp:ﬁ“’“ . 26,550 . 8.7% . 22,707 . 9.2%

Sources: the CIC Report
Entry Barriers for China’s Clear Aligner Treatment Solution Providers

. Strong interdisciplinary capability. While traditional orthodontics requires orthodontists to
design the treatment plans by themselves, dental professionals providing clear aligner
treatment anticipate comprehensive medical and technological support from clear aligner
solution providers throughout the treatment process. As a result, clear aligner solution
providers must have strong interdisciplinary capability, including stomatology, biomechanics,
materials science, computer science and intelligent manufacturing technologies, all of which
are time-consuming and costly to develop by new entrants.

. Brand recognition among dental professionals and patients. As the treatment for malocclusion
cases typically takes around two years and alteration of treatment method midway is difficult,
dental professionals are generally inclined to be highly prudent while selecting clear aligner
solutions for their patients. China’s clear aligner treatment solution market is currently
dominated by two major players with proven quality and long-lasting relationships with dental
professionals. They cooperated with top universities and institutions in research and training
activities, and have established strong word-of-mouth reputation among dental professionals
and patients, making it difficult for new entrants to foster their brand awareness. The
significant amount of time and efforts needed to cultivate brand recognition and customer
loyalty pose obstacles for new entrants.

. Mass customization capability. Each clear aligner treatment plan generally requires 40 to 60
pairs of clear aligners towards completion, depending on the complexity of the malocclusion
situation. Each clear aligner is customized for a specific treatment stage of a specific patient.
As a result, clear aligner solution providers must have mass customization capability, such as
top-tier clear aligner design personnel, comprehensive digital customization design systems,
sufficient number of 3D printers and other clear aligners manufacturing equipment and
infrastructure, which is difficult to assemble for new entrants.

. Diversified product lines. Product diversification for different customer groups is a key success
factor for clear aligner solution providers to satisfy diversified user needs and generate sales
from multiple product lines. Both of the two major market players have developed
comprehensive product lines that establish a barrier to other players.

HISTORICAL PRICES OF MAJOR RAW MATERIALS

The principal raw materials for our clear aligners include composite polymer materials (in
splint/sheet form). Fluctuations in prices of raw materials may affect our cost structure, product pricing
and profitability. At present, clear aligner treatment solution providers in China generally import various
types of composite polymer material from foreign countries for the manufacturing of clear aligners.
According to the CIC Report, the average import price of composite polymer materials fluctuated slightly
in the past few years but generally remained stable, and is expected to gradually decrease going forward
due to the enhanced availability of qualified domestic supply.
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Medical device industry of PRC is subject to a large number of laws and regulations and extensive
government supervision. Such laws and regulations encompass the areas including manufacturing, sales
and trading of medical devices, labor and intellectual property. Principal regulatory authorities of the
industry are National Medical Products Administration (the “NMPA”) and its local regulatory branches.
In March 2018, the State Council Institutional Reform Proposal passed by the First Session of the
Thirteenth National People’s Congress decided the China Food and Drug Administration (“CFDA”) shall
cease to exist, and the NMPA was established to undertake the duties of the former CFDA. The National
Development and Reform Commission (the “NDRC”) and National Health Commission (the “NHC”) also
issue regulations and implementation rules with respect to the pricing and tender process of medical
devices.

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

Pursuant to the Regulations on the Supervision and Administration of Medical Devices (75 % i B
B PEWEAH]) amended by the State Council and coming into effect on May 4, 2017, the Food and Drug
Administration of the State Council shall be responsible for the supervision of medical devices of the PRC.
All relevant departments of the State Council shall be responsible for the supervision of medical devices
within their respective scope of duties. Food and drug supervision and administration departments of the
local people’s governments at the county level and above are responsible for the supervision of medical
devices within their own administrative jurisdictions. The relevant departments of the local people’s
governments at the county level and above are responsible for the supervision of medical devices within
their respective scope of duties.

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

Registration and Filings of Medical Device Products

Pursuant to the Regulations on the Supervision and Administration of Medical Devices (55 # i B
BHEHRG]) and the Administrative Measures for the Registration of Medical Devices (B %eas st i &
H##%) amended by the CFDA on July 30, 2014 and coming into effect on October 1, 2014, for the filings
of the medical device products of Class I, the parties undergoing the filings of medical devices shall
submit the filing materials to the food and drug supervision and administration departments of the local
people’s government at the districted city level. In case of any amendment to matters stated in the filings,
such amendment shall be filed with the original filing department. The medical devices of Class II and
Class III shall be subject to the product registration administration. Medical devices of Class II shall be
examined by the food and drug supervision and administration departments of the people’s governments
of the provinces, autonomous regions or municipality where such applicants are located. A registration
certificate for such medical device shall be issued upon approval. Medical devices of Class III shall be
examined by the Food and Drug Administration of the State Council. A registration certificate for such
medical device shall be issued upon approval. In case of any substantial change of the designs, raw
materials, production technologies, scopes of application and application methods, etc., of the registered
medical device products of Class II or Class III, which may affect the safety and effectiveness of such
medical devices, the registrants shall apply to the original registration departments for undergoing the
formalities for registration modification. In case of any non-substantial change thereof, which do not affect
the safety and effectiveness of such medical devices, the information on the change shall be reported to
the original registration departments for filings.
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The registration certificate for a medical device is valid for five years and the registrant shall apply
to the food and drug supervision and administration departments for renewal six months prior to its
expiration date.

Pursuant to the Administrative Measures for the Registration of Medical Devices (FJ% 7 bt it &
L), clinical trials are not necessary for the record-filing of Class I medical devices, but are required
for applications for the registration of Class II and Class III medical devices. However, medical devices
may be exempt from clinical trials under any of the following circumstances:

(1) The same categories of the marketed medical devices with clear and definite working
mechanisms, finalized designs and mature production technologies have been put into clinical
application for years, with no record of severely adverse event and with their general purposes
unchanged;

(2) The safety and effectiveness of such medical devices can be proved through non-clinical
evaluation;

(3) The safety and effectiveness of such medical devices can be proved through the analysis and
evaluation of the data obtained from the clinical trials or clinical application of the same
categories of medical devices.

The medical device catalog of clinical trial exemption shall be formulated, amended and
promulgated by the NMPA. Medical device products that are not included in the catalog shall be analyzed
and evaluated through the data obtained from the clinical trials or clinical application of the same
categories of medical devices. Where the safety and effectiveness of such medical devices can be proved,
registrant may specify in the course of registration application and submit relevant proofing materials.

On March 1, 2016, the CFDA and NHC jointly circulated Good Clinical Practice for Medical Device
Trials (EEEA R R 555 2 & 45 FEHLHED) to instruct and supervise the overall process of a medical device
clinical trial from protocol design, implementation, monitoring, auditing and inspection to data collection,
recording, analysis and final reporting.

Production permit of medical devices

Pursuant to the Regulation on the Supervision and Administration of Medical Devices (7 a5l &
BHEHAEP]) and the Administrative Measures on the Production of Medical Devices (B kA4 2 B
EIHEL) amended by the CFDA and coming into effect on November 17, 2017, a manufacturer of
medical device shall satisfy the following conditions:

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

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

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

(5) satisfying the requirements of the provisions of product research and production technologies.
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The enterprises engaging in the production of medical devices of Class I shall make filings for such
medical devices of Class I with the food and drug supervision and administration departments of the local
people’s governments at the districted city level and submit proofing materials of qualification to engage
in the production of such medical devices. The enterprises engaging in the production of medical devices
of Class II and Class III shall apply for production licenses to the food and drug supervision and
administration departments of the local people’s governments of the provinces, autonomous regions or
municipalities, submit proofing materials of qualification to engage in the production of such medical
devices and registration certificates for such medical devices produced.

A production permit for a medical device is valid for five years and the registrant shall apply to the
original departments that issued such permit for renewal six months prior to its expiration date.

Production and Quality Management of Medical Devices

Pursuant to the Administrative Measures on the Supervision of the Production of Medical Devices
(B ARARAE P2 BB BEFIR) and the Standards on Production and Quality Management of Medical
Devices (&b A: 2 B & & ) promulgated by the CFDA on December 29, 2014 and coming into
effect on March 1, 2015, an enterprise engaging in the production of medical devices shall establish and
effectively maintain a quality control system in accordance to the requirements of the Standards on
Production and Quality Management of Medical Devices. The enterprise engaging in the production of
medical devices shall regularly conduct comprehensive self-inspection on the operation of quality
management system in accordance with the requirements of the Standards on Production and Quality
Management of Medical Devices and submit a self-inspection report to the food and drug supervision and
administration departments of the local people’s governments of the provinces, autonomous regions,
municipalities or the districted city level before the end of every year. The enterprise shall enhance its
procurement management and assess its suppliers by establishing an examination system to ensure the
purchased products are in compliance with the statutory requirements. The enterprise shall record the
procurement, production and inspection of raw materials. Such records shall be true, accurate, complete
and traceable.

The enterprise shall apply risk management to the whole process of design and development,
production, sales and after-sale services. The measures being adopted shall be applicable to risks of the
related products.

Permit for Medical Device Operation

Pursuant to the Regulations on the Supervision and Administration of Medical Devices, an enterprise
engaging in the operation of medical devices shall have business premises and storage facilities suitable
for the operation scale and scope, and shall has a quality control organ or personnel suitable for the
medical devices it operates. An enterprise engaged in the distribution of Class II medical devices shall
keep a record with the municipal level food and drug administration and provide proofing materials for
satisfying the relevant conditions of engaging in the operation of medical devices, while an enterprise
engaged in the distribution of Class III medical devices shall apply for an operation permit to the
municipal level food and drug administration and provide proofing materials for satisfying the relevant
conditions of engaging in the operation of medical devices.

The food and drug supervision and administration department which accepts operation permit
application shall review and examine (if necessary), and will grant the operation permit if the enterprise
meets the prescribed requirements. An operation permit is valid for five years and may be renewed
pursuant to the relevant regulations. An enterprise engaging in medical devices operation shall not operate
or use any medical device that has not been legally registered, without qualification certificate, outdated,
invalid or disqualified.

Medical Device Recalls

Pursuant to the Administrative Measures for Medical Device Recalls (BEEE#st {3 0] BLHEE),
which was promulgated by the CFDA on January 25, 2017 and came into effect on May 1, 2017, in light
of the severity harm, medical device recalls are divided into: (1) class I recall where the circumstances
leading to the recall may cause or have caused serious health hazards; (2) class II recall where the
circumstances leading to the recall may cause or have caused temporary or reversible health hazards; or
(3) class III recall where the circumstances leading to the recall are not likely to cause harm.
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Medical device manufacturers shall determine the recall class based on the specific situation and
properly design and implement the recall plan based on the recall class and the sale and use of the medical
devices. In terms of class I recall, the recall notice shall be published on the NMPA website and major
media. In terms of class II and class III recalls, the recall notice shall be published on the website of the
food and drug administrative authority of the provinces, autonomous regions or municipalities.

Advertisements of Medical Devices

The State Administration for Market Regulation (the “SAMR”) promulgated the Interim
Administrative Measures for Censorship of Advertisements for Drugs, Medical Devices, Dietary
Supplements and Foods for Special Medical Purpose (%7 ~ BFEa ik ~ FRIEEE N - FPRB 2RI T &8
W JE A R A A PRI AT L) (the “Interim Measures for Advertisements”) on December 24, 2019, which
came into effect on March 1, 2020 and replaced the Measures for the Examination of Medical Devices

Advertisements (BRI 52 A L),

According to the Interim Measures for Advertisements, no advertisement for any drug, medical
device, dietary supplement or food for special medical purpose may be published without censorship. The
SAMR shall be responsible for organizing and guiding the censorship of advertisements for drugs, medical
devices, dietary supplements and foods for special medical purpose. Departments for market regulation
and drug administration of provinces, autonomous regions and municipalities directly under the central
government shall be responsible for the censorship of advertisements for drugs, medical devices, dietary
supplements and foods for special medical purpose and may legally entrust other administrative authorities
with specifically carrying out advertisement censorship. Advertisements for drugs, medical devices,
dietary supplements and foods for special medical purpose shall be authentic and legal, and shall not
contain any false or misleading content.

Pursuant to the Advertising Law of the PRC (¥ A\ RILFIE % H75) issued by the Standing
Committee of the National People’s Congress (the “SCNPC”) on October 27, 1994 and last amended on
October 26, 2018. Any advertisement for medical treatment, pharmaceuticals or medical devices shall not
contain the following items:

(1) any assertion or guarantee for efficacy and safety;
(2) any statement on cure rate or effective rate;

(3) comparison with the efficacy and safety of other pharmaceuticals or medical devices or with
other medical institutions;

(4) use of the advertisement endorsers to make endorsements or testimonials; or
(5) other items as prohibited by laws and administrative regulations.

Any advertisement for medical devices intended for personal use shall indicate the words “please
read the product specifications carefully or purchase and use the product according to the suggestions of
medical personnel” conspicuously. If any registered certificate of a medical device product contains any
contraindication and precaution, the advertisement for the product shall indicate the words “for the
contraindication and precaution, please refer to the specifications” conspicuously. Advertisements for
medical treatment, pharmaceuticals, medical devices, agricultural pesticides, veterinary medicines and
healthcare food, and other advertisements required to be reviewed by laws and administrative regulations
shall be reviewed by the relevant authorities before they are published. No such advertisement shall be
published without being reviewed.
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OTHER SIGNIFICANT LAWS AND REGULATIONS OF THE PRC AFFECTING OUR BUSINESS
Foreign Investment

Investment in the PRC conducted by foreign investors and foreign-owned enterprises shall comply
with the Special Administrative Measures for Access of Foreign Investment (Negative List) (2020 Edition)
(O A M AR I A5 R B (B TE 75 BE) (20204 Fi)) (the “Catalogue™), which was newly amended and
promulgated by the Ministry of Commerce of the People‘s Republic of China (“MOFCOM”) and the
NDRC on June 23, 2020. The Catalogue, as amended, became effective on July 23, 2020 and contains
specific provisions guiding market access of foreign capital, stipulating in detail the areas of entry
pertaining to the categories of restricted foreign-invested industries and prohibited foreign-invested
industries. Restricted category projects are subject to higher-level government approvals. Furthermore,
foreign investors are not allowed to invest in companies in industries in the prohibited category. Any
industry not listed in the Catalogue is a permitted industry, and is generally open to foreign investment
unless specifically prohibited or restricted by the PRC laws and regulations. The medical device industry
in which our PRC subsidiaries are primarily engaged does not fall into the category of restricted or
prohibited foreign-invested industries.

The establishment procedures, examination and approval procedures, registered capital requirement,
foreign exchange restriction, accounting practices, taxation and labour matters of a wholly foreign-owned
enterprise are governed by the Foreign Investment Law of the PRC (¥ A R ALANE 4Pt 5 & 15), (the
“Foreign Investment Law”), which was adopted by the National People’s Congress of the PRC on
March 15, 2019 and became effective on January 1, 2020, the Implementing Regulations of the Foreign
Investment Law of the (3 A B AN B0 &1k 5 & 74 B4 49]), which was promulgated on December 26,
2019, and became effective on January 1, 2020, and the PRC Company Law (PN RILAE A 7l
which was amended by the SCNPC and became effective on October 26, 2018.

On December 30, 2019, MOFCOM and the SAMR issued the Measures for the Reporting of Foreign
Investment Information (/M &fE Bk 5 %), which came into effect on January 1, 2020. Since
January 1, 2020, for carrying out investment activities directly or indirectly in China, the foreign investors
or foreign-invested enterprises shall submit investment information to the commerce authorities pursuant
to these measures.

On August 8, 2006, six PRC regulatory agencies, namely, MOFCOM, the State-owned Assets
Supervision and Administration Commission of the PRC, the State Administration of Taxation (the
“SAT”), the State Administration for Industry and Commerce, the China Securities Regulatory
Commission, and the State Administration of Foreign Exchange (the “SAFE”), jointly adopted the
Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors (Bt 4MI & #
PEEESE N B HE) (the “M&A Rules”), which became effective on September 8, 2006 and were
amended by MOFCOM on June 22, 2009. The M&A Rules require, among others, that a foreign investor
acquiring the equity interest in a non-foreign invested PRC enterprise or purchasing and operating the
asset of such enterprise by establishing a foreign invested enterprise shall comply with relevant foreign
investment industry policies and shall be subject to approval by MOFCOM or its local competent
authorities.

Product Liability and Protection of Consumers’ Rights

Pursuant to the Product Quality Law of the PRC (H'#E A RALAIE 7 i B #1%) amended by the
SCNPC and coming into effect on December 29, 2018, producers and sellers shall have their own proper
regulations for the management of product quality, rigorously implementing post-oriented quality
regulations, quality liabilities and relevant measures for their assessment. Producers and sellers are
responsible for the product quality according to the provisions of the laws.
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The product quality supervision and administration departments of the State Council are responsible
for the supervision and administration of the quality of products of the whole country. All relevant
departments of the State Council shall be responsible for the supervision of product quality within their
own functions and duties.

Quality of products shall pass standard examinations and it is not allowed to pass off sub-standard
products as standard ones. Industrial products which may be hazardous to the health of the people and the
safety of lives and property shall conform to the State and trade standards for ensuring the health of the
people and safety of lives and property. In absence of such State or trade standards, the products shall
conform to the minimum requirements for ensuring the health of the people and the safety of lives and
property. It shall be prohibited to produce or sell industrial products that do not meet the requirements and
demands for physical health and safety of body and property. Producers or sellers shall be responsible for
any compensation arising from their unlawful acts such as production or sales of defective, eliminated or
ineffective products, faking the place of origin or quality marks, mixing or adulterating products or
passing off imitations as genuine, substandard products as quality ones or non-conforming products as
conforming. Proceeds from the sales may be confiscated, the business license may be revoked and
penalties may be imposed. If the case is serious, criminal responsibilities shall be investigated. Producers
or sellers shall be liable for any damage to any person or property due to the defects of products resulting
from the default of the producers or sellers.

Pursuant to the General Rules of the Civil Law of the PRC ("% A R AL AN B [ %48 Hl)) promulgated
by the National People’s Congress on March 15, 2017 and General Principles of the Civil Law of the PRC
(N R ILFNE RA4E HI) promulgated by the National People’s Congress on April 12, 1986, amended
and became effective on August 27, 2009, both manufacturers and sellers shall be held liable where
relevant defective products result in damage to property of others or bodily injuries. Pursuant to Civil
Code of the PRC ([Ri%8) promulgated by National People’s Congress on May 28, 2020 and came into
effect on January 1, 2021, both manufacturers and sellers shall be held liable where relevant defective
products result in damage to property of others or bodily injuries.

Tort Law

Pursuant to the Civil Code of the PRC, manufacturers shall assume tort liability where the defects
in relevant products cause damage to others. Sellers shall assume tort liability where the defects in relevant
products causing damage to others are attributable to the sellers. The aggrieved party may claim for
compensation from the manufacturer or the seller of the relevant product in which the defects have caused
damage.

Labor and Social Warfare

Pursuant to the PRC Labor Law (1% A R ALFNE 458 #%), which was promulgated by the SCNPC on
July 5, 1994 and became effective on January 1, 1995 and subsequently amended on August 27, 2009 and
December 29, 2018, the PRC Employment Contract Law (9 #EARILFE S H) 5 F %), which was
promulgated by the SCNPC on June 29, 2007 and subsequently amended on December 28, 2012 and
became effective on July 1, 2013, and the Implementing Regulations of the Employment Contracts Law
of the PRC ("% A\ R ALFNEH 458 & [R5 B i f51), which was promulgated by the State Council and
became effective on September 18, 2008, employment contracts in written form shall be executed to
establish labor relationships between employers and employees. Wages cannot be lower than local
minimum wage. The employer must establish a system for labor safety and sanitation, strictly abide by
State rules and standards, provide education regarding labor safety and sanitation to its employees, provide
employees with labor safety and sanitation conditions and necessary protection materials in compliance
with State rules, and carry out regular health examination for employees engaged in work involving
occupational hazards.
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Social insurance

As required under the Regulation of Insurance for Labor Injury (LAGRBEHBI) effective on
January 1, 2004 and amended on December 20, 2010, the Provisional Measures for Maternity Insurance
of Employees of Corporations ({3 A= & R a1 TH#HE) effective on January 1, 1995, the Decisions
on the Establishment of a Unified Program for Basic Old-Aged Pension Insurance of the State Council
(BT g B A 37 40— (1A A SE I T AR 2 AR B il 2 1 7)) issued on July 16, 1997, the Decisions on the
Establishment of the Medical Insurance Program for Urban Workers of the State Council (B85 [ B A 2
S IREEIE T A BB AR B i FE A P AE ) promulgated on December 14, 1998, The Unemployment Insurance
Measures (JZEMRFEPA]) promulgated on January 22, 1999 and the Social Insurance Law of the PRC
(P EE N RILAE AL & PR E) effective on July 1, 2011 and subsequently amended on December 29, 2018,
enterprises are obliged to provide their employees in the PRC with welfare schemes covering pension
insurance, unemployment insurance, maternity insurance, labor injury insurance and medical insurance.
These payments are made to local administrative authorities and any employer that fails to contribute may
be fined and ordered to make up within a prescribed time limit.

Housing reserve fund

In accordance with the Regulations on the Management of Housing reserve Funds ({£ /5 A4
&) which was promulgated by the State Council in 1999 and last amended on March 24, 2019,
enterprises must register at the competent managing center for housing reserve funds and upon the
examination by such managing center of housing reserve funds, these enterprises shall complete
procedures for opening an account at the relevant bank for the deposit of employees’ housing reserve
funds. Enterprises are also required to pay and deposit housing reserve funds on behalf of their employees
in full and in a timely manner.

Employee stock incentive plan

On February 15, 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly
Listed Companies (B 58 AR A2 BLESAh T2 7 IR UEh w1 1) 41T & HH A B ) E A 48 ) (the “Stock
Option Rules”), which replaced the Application Procedures of Foreign Exchange Administration for
Domestic Individuals Participating in Employee Stock Ownership Plans or Stock Option Plans of Overseas
Publicly Listed Companies (5i A AZBE40 b 724w B TP #0158 O RERT 5 55 S e A5 R 1E L
) issued by SAFE on March 28, 2007. In accordance with the Stock Option Rules and relevant rules and
regulations, PRC citizens or non-PRC citizens residing in China for a continuous period of not less than
one year, who participate in any stock incentive plan of an overseas publicly listed company, subject to
a few exceptions, are required to register with SAFE through a domestic qualified agent, which could be
a PRC subsidiary of such overseas listed company, and complete certain procedures. We and our
employees who are PRC citizens or who reside in China for a continuous period of not less than one year
and who participate in our stock incentive plan will be subject to such regulation. In addition, SAT has
issued circulars concerning employee share options or restricted shares. Under these circulars, employees
working in the PRC who exercise share options, or whose restricted shares vest, will be subject to PRC
individual income tax, or the IIT. The PRC subsidiaries of an overseas listed company have obligations
to file documents related to employee share options or restricted shares with relevant tax authorities and
to withhold IIT of those employees related to their share options or restricted shares. If the employees fail
to pay, or the PRC subsidiaries fail to withhold, their IIT according to relevant laws, rules and regulations,
the PRC subsidiaries may face sanctions imposed by the tax authorities or other PRC government
authorities.
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Production Safety

Pursuant to the Production Safety Law of the People’s Republic of China (4% A LA B % 2 4
%) amended by the SCNPC on August 31, 2014 and coming into effect on December 1, 2014, an enterprise
shall provide production safety conditions as stipulated in this law and other laws, administrative
regulations, national and industry standards, establish a comprehensive production safety accountability
system and production safety rules and develop production safety standards to ensure production safety.
Any entity that fails to provide required production safety conditions is prohibited from engaging in
production activities.

The person-in-charge of an enterprise shall be fully responsible for the safety of production of the
enterprise. An enterprise having more than 100 employees shall establish a department or engage
personnel managing production safety specifically. Personnel who is responsible for managing production
safety shall inspect the safety of production regularly based on the characteristics of production of the
enterprise and shall deal with any safety issue identified during the inspection in a timely manner. Any
unsolved issue shall be reported to the person-in-charge in a timely manner and the person-in-charge shall
solve such issue immediately. The inspection and measures taken shall be duly recorded. Enterprises and
institutions shall provide their employees with trainings on production safety and shall truthfully inform
their employees of any potential risks in relation to the workplace and duties, preventive measures and
emergency measures. Labor union shall inspect the production safety in accordance with the laws. The
formulation of, and amendments to, production safety rules shall take the opinion of labor union into
account. In addition, an enterprise shall provide its employees with protective equipment that meet the
national or industry standards and supervise and train them to use such equipment.

Regulations relating to Personal Information Protection

Pursuant to the Civil Code of the PRC, the personal information of a natural person shall be protected
by the law. Any organization or individual shall legally obtain such personal information of others when
necessary and ensure the safety of such information, and shall not illegally collect, use, process or transmit
personal information of others, or illegally purchase or sell, provide or make public personal information
of others. Pursuant to the Ninth Amendment to the Criminal Law (JIiEE1EZE(JL)) issued by the SCNPC
in August 29, 2015, which became effective in November 1, 2015, entity who sells or provides any
citizen’s personal information in violation of the relevant provisions shall be subject to criminal penalty.
In addition, Interpretations of the Supreme People’s Court and the Supreme People’s Procuratorate on
Several Issues Concerning the Application of Law in the Handling of Criminal Cases Involving
Infringement of Personal Information (¥ ABREERE ~ fem A RASES B B A BB A0 20 BB A R 5
A A T M R RE), issued on May 8, 2017 and effective as of June 1, 2017, clarified certain
standards for the conviction and sentencing of the criminals in relation to personal information
infringement.

Taxation
Income Tax

Pursuant to the EIT Law (H 3 A\ RALFNE > 2E 158 1%) amended by the SCNPC and coming into
effect on December 29, 2018 and the Implementation Rules of the EIT Law (H#& A 0B 1 25 Fr 1580
P E Wil ) amended by the State Council and coming into effect on April 23, 2019, a domestic enterprise
which is established within the PRC in accordance with the laws or established in accordance with any
laws of foreign country (region) but with an actual management entity within the PRC shall be regarded
as a resident enterprise. A resident enterprise shall be subject to an EIT of 25% of any income generated
within or outside the PRC.

— 83 —



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

REGULATORY OVERVIEW

Enterprises that are recognized as high and new technology enterprises in accordance with the Notice
of the Ministry of Science, the Ministry of Finance (the “MOF”) and SAT on Amending and Issuing the
Administrative Measures for the Determination of High and New Tech Enterprises (FH#E ~ BAEGH
KRG AR RBEIAE T EN S CRipi R iy 3588 A P ) A28 %) issued on January 29, 2016 are entitled
to enjoy the preferential enterprise income tax rate of 15%. The validity period of the high and new
technology enterprise qualification shall be three years from the date of issuance of the certificate of high
and new technology enterprise. The enterprise can re-apply for such recognition as a high and new
technology enterprise before or after the previous certificate expires.

The Notice Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as
PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies (B35 4ME il o & #2 5 4
SEAR R BB AE PH A Y i S A SRR A B MLY% ) promulgated by SAT on April 22, 2009 and
amended on January 29, 2014 sets out the standards and procedures for determining whether the “de facto
management body” of an enterprise registered outside of the PRC and controlled by PRC enterprises or
PRC enterprise groups is located within the PRC.

The EIT Law provide that an income tax rate of 10% will normally be applicable to dividends
payable to investors that are “non-resident enterprises,” and gains derived by such investors, which (a) do
not have an establishment or place of business in the PRC or (b) have an establishment or place of business
in the PRC, but the relevant income is not effectively connected with the establishment or place of
business to the extent such dividends and gains are derived from sources within the PRC. Such income tax
on the dividends may be reduced pursuant to a tax treaty between China and the jurisdictions in which our
non-PRC shareholders reside.

Value-added Tax

Pursuant to the Provisional Regulations of the PRC on Value-Added Tax (H % A A0 5 4% {5 B0
171%491), 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 Implementation Rules for the Implementation
of the Provisional Regulations of the PRC on Value-Added Tax ("3 A F& AN 50 48 (E B 1 10609 B s 4
HI), which was promulgated by the MOF and SAT on December 18, 2008 and became effective on
January 1, 2009 and as amended on October 28, 2011, entities or individuals engaging in sale of goods,
provision of processing services, repairs and replacement services or importation of goods within the
territory of the PRC shall pay value-added tax (“VAT”).

Since January 1, 2012, the MOF and SAT have implemented the Pilot Plan for Imposition of
Value-Added Tax to Replace Business Tax (&1 il (AR {2 5 %) (the “VAT Pilot Plan”), which
imposes VAT in lieu of business tax for certain “modern service industries” in certain regions and
eventually expanded to nation-wide application in 2013. According to the implementation circulars
released by the MOF and SAT on the VAT Pilot Program, the “modern service industries” include research,
development and technology services, information technology services, cultural innovation services,
logistics support, lease of corporeal properties, attestation and consulting services. Following the
implementation of the VAT Pilot Plan, most of our PRC subsidiaries and affiliates have been subject to
VAT, at a rate of 6% or 17%, instead of business tax. Pursuant to the Notice on Adjusting Value-added Tax
Rates (i 5 5 34 (B B BLR 94 %), which was jointly promulgated by the MOF and SAT on April 4, 2018
and came into effect on May 1, 2018, where a taxpayer engages in a taxable sales activity for the VAT
purpose or imports goods, the previous applicable 17% tax rates are adjusted to be 16%. On March 20,
2019, the MOF, SAT and General Administration of Customs jointly promulgated the Announcement on
Policies for Deeping the VAT Reform (B AL (EHI M A BEUR Y A4) (the “Notice 39”), which
came into effect on April 1, 2019. Notice 39 further changes the VAT tax rates of 16% to 13%.

— 84 —



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

REGULATORY OVERVIEW

Intellectual Property
Patents

Pursuant to the Patent Law of the PRC (*#¢ A\ &A1 B # /%) (the “Patent Law™) promulgated by
the SCNPC on March 12, 1984, lasted amended on October 17, 2020 and being effective from June 1, 2021
and the Implementation Rules of the Patent Law of the PRC (3 A RIAN B AL B A4 Al),
promulgated by the State Council on June 15, 2001 and latest amended on January 9, 2010, there are three
types of patent in the PRC: invention patent, utility model patent and design patent. The protection period
is 20 years for invention patent and 10 years for utility model patent and design patent, commencing from
their respective application dates. Any individual or entity that utilizes a patent or conducts any other
activity in infringement of a patent without prior authorization of the patentee shall pay compensation to
the patentee and is subject to a fine imposed by relevant administrative authorities and, if constituting a
crime, shall be held criminally liable in accordance with the law.

Existing patents can become narrowed, invalid or unenforceable due to a variety of grounds,
including lack of novelty, creativity, and deficiencies in patent application. In China, a patent must have
novelty, creativity and practical applicability. Under the Patent Law, novelty means that before a patent
application is filed, no identical invention or utility model has been publicly disclosed in any publication
in China or overseas or has been publicly used or made known to the public by any other means, whether
in or outside of China, nor has any other person filed with the patent authority an application that describes
an identical invention or utility model and is recorded in patent application documents or patent documents
published after the filing date. Creativity means that, compared with existing technology, an invention has
prominent substantial features and represents notable progress, and a utility model has substantial features
and represents any progress. Practical applicability means an invention or utility model can be
manufactured or used and may produce positive results. Patents in China are filed with the State
Intellectual Property Office (the “SIPO”). Normally, the SIPO publishes an application for an invention
patent within 18 months after the filing date, which may be shortened at the request of applicant. The
applicant must apply to the SIPO for a substantive examination within three years from the date of
application.

Trademarks

The Trademark Law of the PRC (% A\ R ILA1E 5 157%) amended by the SCNPC on April 23, 2019
and coming into effect on November 1, 2019 and the Implementation Rules of the Trademark Law of the
PRC (¥ A\ BN B i A 75 B it 166 1)) amended by the State Council on April 29, 2014 and coming into
effect on May 1, 2014, stipulate the application, examination and approval, renewal, alternation, transfer,
use and invalidation of trademark registration, and protect the trademark rights entitled to trademark
registrants. According to the aforesaid laws and regulations, the registration of a trademark shall be valid
for 10 years from the date of approval. Upon the expiry of the trademark registration, a renewal shall be
made in accordance with requirements within 12 months if necessary. If the renewal is not made within
the stipulated period, the valid period may be extended for a further period of six months. Each renewal
of registration of trademark shall be valid for 10 years from the date of the expiry of the previous
trademark registration. A trademark registrant may license others the right to use his/her trademark by
entering into a trademark license agreement.

Domain Names

Pursuant to the Administrative Measures for Internet Domain Names (5.5 481842 & FRAEE)
promulgated by the Ministry of Industry and Information Technology on August 24, 2017 and effective
from November 1, 2017, “domain name” shall refer to the character mark of hierarchical structure, which
identifies and locates a computer on the internet and corresponds to the Internet protocol (IP) address of
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such computer. The principle of “first come, first served” applies to domain name registration service.
After completing the domain name registration, the applicant will become the holder of the registered
domain name. Furthermore, the holder shall pay operation fees for registered domain names on schedule.
If the domain name holder fails to pay corresponding fees as required, the original domain name registry
shall deregister the relevant domain name and notify the holder of deregistration in written forms.

Environmental Protection
Construction Project Environment Protection

The main PRC environmental protection laws and regulations applicable to us include the
Environmental Protection Law of the PRC (H#¢ A\ I A1 B BRIE (R 7#7%) (the “Environmental Protection
Law”), which was promulgated by the SCNPC on December 26, 1989 and whose amendments were made
on April 24, 2014 and became effective as from January 1, 2015, the Appraising of Environmental Impacts
Law of the PRC (H#E A\ RILFIEIIR T R 2515 1%) (the “Appraising of Environmental Impacts Law”)
promulgated by the SCNPC on October 28, 2002 and last amended on December 29, 2018 and, the
Regulations on Administration of Construction Project Environmental Protection (&% JH H B35 P a8 5 1
f6&49]) promulgated by the State Council and effective as from November 29, 1998, amended on July 16,
2017 and effective as from October 1, 2017, the Rules on the Administration of Filing of Environmental
Impact Registration Form of the Construction Project (Ea%IH HIRE G T0 £ M 28 HHRE)
promulgated by the Ministry of Environmental Protection on November 16, 2016 and effective as from
January 1, 2017 and other relevant laws and regulations.

In accordance with the Appraising of Environmental Impacts Law and the Regulations on
Administration of Construction Project Environmental Protection, the development of each construction
project is subject to the environmental impact assessment which assesses the pollution the construction
project is likely to produce and its impact on the environment and stipulates the preventive and curative
measures. The environmental impact report and environmental impact statement of a construction project
shall be submitted to the relevant environmental protection authorities for examination and approval and
the State implements the record-filing administration over the environmental impact registration forms. In
accordance with the Rules on Acceptance Inspection, after completion of the project, the construction
entity shall also apply to the relevant environmental protection authorities for checks and acceptance of
the corresponding environmental protection facilities. The said construction project may be put into
operation or use only after the completion of the said checks and acceptance procedures.

Pollutant Discharge

The Environmental Protection Law stipulates that the government shall implement the pollutant
emission license administration system. Pollutant discharge by enterprises, public institutions and other
producers and business operators is subject to relevant pollutant emission license. The Environmental
Protection Law requires any entity operating a facility that produces pollutants or other hazardous
materials to adopt environmental protection measures in its operations, and to establish an environmental
protection responsibility management system. Effective measures to control and properly dispose of waste
gas, waste water, waste residue, dust or other waste materials shall be adopted. Any entity operating a
facility that discharges pollutants shall report to and register with the competent authority pursuant to
applicable regulations. According to the Environmental Protection Law, in the event that an entity
discharges pollutants in violation of the pollutant discharge standards or volume control requirement, the
entity would be subject to administrative penalties, including order to suspend business for rectification,
and even order to terminate or close down business under severe circumstances.
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Overseas Investment

Pursuant to the Administrative Measures for the Outbound Investment of Enterprises (1 3£55/M% &
%fi%ﬁ?‘%‘), which was promulgated by the NDRC on December 26, 2017 and became effective on March 1,
2018, the State adopts approval administration and filing administration for overseas investment projects
respectively according to different circumstances. An overseas investment project that involves any
sensitive country or region or any sensitive industry is to be approved by the NDRC. Under the
circumstances, with regard to an overseas investment project that has the Chinese party’s investment
amount of not less than US$300 million, the NDRC is in charge of the record-filing.

Pursuant to the Measures on the Administration of Overseas Investment (3%7MNEEEBLIHE),
promulgated by MOFCOM on September 6, 2014 and became effective on October 6, 2014, overseas
investments refer to possessing of non-financial enterprises abroad or acquisition of the ownership of,
control over, business management right of, or other rights and interests of existing overseas non-financial
enterprises by enterprises established in the PRC through newly establishment or mergers and acquisitions
or other methods. Other than the overseas investments involving sensitive countries, regions or sensitive
industries which are subject to approval, all other overseas investments are subject to filing administration.

Foreign Exchange

The principal regulations governing foreign currency exchange in China are the Foreign Exchange
Administration Regulations of the PRC ("% A\ R ILANE SN ERE PG A]) which was promulgated by the
State Council on January 29, 1996, became effective on April 1, 1996 and was subsequently amended on
January 14, 1997 and August 5, 2008 and the Regulations on the Administration of Foreign Exchange
Settlement, Sale and Payment (%5 - & [ &% {+ FE 25 22 ) which was promulgated by the People’s Bank
of China on June 20, 1996 and became effective on July 1, 1996. Pursuant to these regulations and other
PRC rules and regulations on currency conversion, Renminbi is freely convertible for payments of current
account items, such as trade and service-related foreign exchange transactions and dividend payments, but
not freely convertible for capital account items, such as direct investment, loan or investment in securities
outside China unless prior approval of SAFE or its local counterpart is obtained.

Foreign invested enterprises are permitted to convert their after tax dividends into foreign exchange
and to remit such foreign exchange out of their foreign exchange bank accounts in the PRC. However,
foreign exchange transactions involving overseas direct investment or investment and exchange in
securities, derivative products abroad are subject to registration with SAFE and approval from or filing
with the relevant PRC government authorities (if necessary).

SAFE promulgated the Notice on Reforming the Administration of Foreign Exchange Settlement of
Capital of Foreign invested Enterprises ([ %¢4/MIEAE HH ) BH A I A1 i 45 A S5 5/ M E AR < 4 e A5 27 =X
)% A1) (the “Circular 19”) on March 30, 2015, further expanding the extent of convertibility under direct
investment. The Circular 19 stipulates that the use of capital funds and exchange settlement funds by
foreign-invested enterprises shall be subject to foreign exchange management regulations, and implement
negative list management.

On June 9, 2016, SAFE promulgated the Circular on Reforming and Regulating Policies on the
Management of the Settlement of Foreign Exchange of Capital Accounts (¢4 /S 3 J5y B 7 e AR
HEATE H 45 EA FLBOR M A) (the “SAFE Circular 16”). The SAFE Circular 16 unifies the
Discretional Foreign Exchange Settlement for all the domestic institutions. The Discretional Foreign
Exchange Settlement refers to the foreign exchange capital in the capital account which has been
confirmed by the relevant policies subject to the Discretional Foreign Exchange Settlement (including
foreign exchange capital, foreign loans and funds remitted from the proceeds from the overseas listing)
can be settled at the banks based on the actual operational needs of the domestic institutions. The
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proportion of Discretional Foreign Exchange Settlement of the foreign exchange capital is temporarily
determined as 100%. Violations of the Circular 19 or the SAFE Circular 16 could result in administrative
penalties in accordance with the Regulations of the People’s Republic of China on Foreign Exchange
Control and relevant provisions.

Furthermore, SAFE Circular 16 stipulates that the use of foreign exchange incomes of capital
accounts by foreign-invested enterprises shall follow the principles of authenticity and self-use within the
business scope of enterprises. The foreign exchange incomes of capital accounts and capital in Renminbi
obtained by the foreign invested enterprises from foreign exchange settlement shall not be used for the
following purposes: (1) directly or indirectly used for the payment beyond the business scope of the
enterprises or the payment prohibited by relevant laws and regulations; (2) directly or indirectly used for
investment in securities or financial schemes other than bank guaranteed products unless otherwise
provided by relevant laws and regulations; (3) used for granting loans to non-connected enterprises, unless
otherwise permitted by its business scope; and (4) used for the construction or purchase of real estate that
is not for self-use (except for the real estate enterprises).

SAFE Circular 37

On October 21, 2005, SAFE promulgated the Circular Concerning Relevant Issues on the Foreign
Exchange Administration of Raising Funds through Overseas Special Purpose Vehicle and Investing Back
in China by Domestic Residents (A58 A & B8 #35 SFRR IR H 192 B RilE SORFEBCE SR A B ] R
Y4 H1), which became effective on November 1, 2005 (the “Circular 75”). The notice requires PRC
domestic resident natural persons to register or file with the local SAFE branch in the following
circumstances: (1) before establishing or controlling any company outside the PRC for the purpose of
capital financing, (2) after contributing their assets or shares of a domestic enterprise into overseas special
purpose vehicles, or raising funds overseas after such contributions, and (3) after any major change in the
share capital of the special purpose vehicle without any round-trip investment being made. On July 4,
2014, SAFE promulgated the Circular Concerning Relevant Issues on the Foreign Exchange
Administration of Overseas Investment, Financing and Round-trip Investments by Domestic Residents
through Special Purpose Vehicles (B 5% A & M FEIR B 1A w52 /MR RS FOR TR R S S 1A B
i E R4 AT (the “Circular 37”) for the purpose of simplifying the approval process and for the promotion
of the cross-border investment. The Circular 37 supersedes the Circular 75 and revises and regulates the
relevant matters involving foreign exchange registration for round-trip investment. Under the Circular 37,
in the event the change of basic information of the registered offshore special purpose vehicle such as the
individual shareholder, name, operation term, etc., or if there is a capital increase, decrease, equity transfer
or swap, merge, spin-off or other amendment of the material items, the domestic resident shall complete
the change of foreign exchange registration formality for offshore investment. In addition, according the
procedural guideline as attached to the Circular 37, the principle of review has been changed to “the
domestic individual resident only registered the SPV directly established or controlled (first level).” At the
same time, SAFE has issued the Operation Guidance for the Issues Concerning Foreign Exchange
Administration over Round-trip Investment (RFEHEHMEE IS EBHAIEIES]) with respect to the
procedures for SAFE registration under the Circular 37, which became effective on July 4, 2014 as an
attachment to Circular 37.

Under the relevant rules, failure to comply with the registration procedures set forth in the Circular
37 may result in restrictions being imposed on the foreign exchange activities of the relevant onshore
company, including the payment of dividends and other distributions to its offshore parent or affiliate, and
may also subject relevant PRC residents to penalties under PRC foreign exchange administration
regulations. PRC residents who hold any shares in the company from time to time are required to register
with SAFE in connection with their investments in the company.
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OVERVIEW

We are the leading clear aligner solution provider in China. China’s clear aligner treatment solution
market is highly concentrated, with the top two market players accounting for an aggregate market share
of 82.3% in the nine months ended September 30, 2020 in terms of case shipments, according to the CIC
Report. We led the market with a market share of approximately 41.3% in the same period, according to
the same source.

Our history can be traced back to the year of 2003 when we co-developed the first clear aligner
treatment solution in China. In the same year, Ms. LI Huamin (“Ms. Li”) together with a group of dental
professionals and scientists from leading medical institutes and universities co-founded our Group and
established Beijing EA as our first operating entity. In 2010, in order to expand our production capability,
we established Wuxi EA and moved our manufacturing center to Wuxi City, Jiangsu Province, China. In
2011, we built our 3D printing base in Wuxi City, beginning to apply 3D printing technology into our
standardized production process. In the same year, in order to enhance our sales and operating capability,
we established Shanghai EA and moved our operating center to Shanghai, China. As of the Latest
Practicable Date, we maintained our operating center in Shanghai and our manufacturing and research and
development center in Wuxi City.

We received funds and support from many reputable investors throughout the development of our
Group. In June 2015, CareCapital Group, a long-term investment and operating group committed to dental
and oral care industry for the digital age, acquired all the equity interests held by the then existing
investors of our Group through CareCapital Holdings, and became our Controlling Shareholder. Its
managing director Mr. FENG Dai became Chairman of the Board. See “— Our History and Major
Corporate Developments Prior to the Reorganization — CareCapital Group and CareCapital Investment”
for more information of such investment.

In anticipation of the [REDACTED], we incorporated our Company in the Cayman Islands as a
[REDACTED] entity in November 2018 and underwent a series of reorganization to transfer the
respective interests of our shareholders held in our PRC operating platform, Wuxi EA into our Company.
The Reorganization was completed in December 2020. See “— Our Reorganization” for details.

As of the Latest Practicable Date, our Company was owned as to 67.1242% by CareCapital
Orthotech, which is controlled by CareCapital Group and Mr. FENG Dai, 15.8798% by Sky Honour
Enterprises Limited, which is controlled by Ms. Li, our executive Director and chief executive officer, and
16.9960% by certain minority shareholders such as our investors and certain other Directors, senior
management and employees respectively. See “— Our Corporate Structure” and “Directors and Senior
Management” for more information.

OUR MILESTONES

The following table sets forth major events and milestones in the development of our business:

Year Event
2003 We co-developed the first clear aligner treatment solution in China.
2006 Our Angelalign was approved by State Food and Drug Administration (B % £ i %5

EAHE M R). Our Angelalign became the first clear aligner treatment technology that
was granted patent in China. We started to commercialize our clear aligners products.

2007 We built our 3D printing production line in Beijing, which was the first 3D printing
production line for clear aligners in China.
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Year Event

2010 We moved our manufacturing center to Wuxi City and expanded our production
capacity.

2011 We built our oral 3D printing base in Wuxi City and started applying 3D printing

technology into our standardized production process.

We moved our operating center to Shanghai.

2013 Our iOrtho service platform was launched.

2014 The first A-Tech Forum was initiated and held by us.

2015 CareCapital Group invested in us and became our Controlling Shareholder.

2016 Our Angelalign Pro was launched.

2017 We have been appointed as a sponsor by the Bureau of Training of General

Administration of Sport of China (EIZHE & MHISKR) to provide clear aligner
treatment for national athletes since 2017, with our clear aligners being designated as
the Approved Products for National Team Athletes.

Our COMFOS was launched.

2019 Our Angelalign Kid was launched.

2020 We commenced the construction of our Chuangmei Center (RpAR R A SE 5 M) in
Wuxi City, which is expected to be our research and development and manufacturing
center.

OUR COMPANY AND PRINCIPAL SUBSIDIARIES
Our Company and Wuxi EA

Our Company was incorporated as an exempted limited liability company under the laws of Cayman
Islands on November 29, 2018 with an authorized share capital of US$50,000 divided into 5,000,000
shares with a par value of US$0.01 each.

Prior to the Reorganization, we operated our business through Wuxi EA, a company established
under the laws of the PRC in February 2010 and was wholly-owned by CareCapital Orthotech prior to
December 2016. From December 2016 to December 2020, CareCapital Orthotech transferred or sold
certain equity interests of Wuxi EA to several limited partnerships established and beneficially owned by
certain of our Directors, senior management and employees as incentive shares in recognition of their
contribution to the Group or for their investment in our Group. See “— Our History and Major Corporate
Developments Prior to the Reorganization” for more information. As such, immediately prior to the
completion of the Reorganization, Wuxi EA was owned as to 67.7896% by CareCapital Orthotech and
32.2104% by several limited partnerships that were respectively beneficially owned by certain of our
Directors, senior management and employees.

In anticipation of the [REDACTED], we underwent a series of reorganization and established our
offshore corporate structure, including incorporation of our Company as the [REDACTED] entity and
issuance of Shares to all the beneficial owners of equity interests in Wuxi EA to transfer their respective
interests in Wuxi EA into our Company. See “— Our Reorganization” for more information. The
Reorganization was completed in December 2020. Immediately upon the completion of the
Reorganization, our Company was owned as to 67.7896% by CareCapital Orthotech, a company controlled
by CareCapital Group, and 32.2104% by certain Directors, senior management and employees of our
Group.
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In December 2020, our Company issued a total of 10,023 new shares of our Company with par value
of US$0.01 each to Wuxi Jinhe Venture Investment Co., Ltd. (& & REIZEREGRAA) (“Wuxi
Jinhe”), a pre-[REDACTED] investor and an independent third party, at the consideration of US dollar
equivalent to RMB39,720,000. See “— Pre-[REDACTED] Investments” for more information. On the
same day, our Company also issued an aggregate of 4,600 new shares of our Company with par value of
US$0.01 each to certain Directors, senior management and employees of our Company for incentive
purposes.

As of the Latest Practicable Date, our Company was owned as to 67.1242% by CareCapital
Orthotech, which is controlled by CareCapital Group and Mr. FENG Dai, 15.8798% by Sky Honour
Enterprises Limited, which is controlled by Ms. Li, our executive Director and chief executive officer, and
16.9960% by certain minority shareholders such as our investors and certain other Directors, senior

management and employees. See “— Our Corporate Structure” for details.

Share Subdivisions

In [®], our Shareholders resolved that, among other things, each of our issued and unissued shares
of US$0.01 par value each be subdivided into 100 Shares of our Company with par value of US$0.0001
each, after which, the authorized share capital of our Company shall be US$50,000 divided into
500,000,000 Shares with par value of US$0.0001 each.

Our Principal Subsidiaries

The following subsidiaries of our Group had made material contribution to our results of operations
during the Track Record Period and up to the Latest Practicable Date:

Equity
Place of Date of interests held
Name establishment Establishment by our Group Principal Business Activities
Wuxi EA Medical PRC February 10, 100% Research and
Instruments 2010 development, product
Technologles Limited desi d
(Mg IRp AC R A e 2 esign and
WRHE A PR T manufacturing
Shanghai EA Medical PRC September 5, 100% Research and
Instruments Co., Ltd. 2011 development, sales and
(U R AR A B marketing, general
A FRA ) management
Shuyang EA Medical PRC January 6, 100% Sales and marketing
Instruments Co., Ltd. 2017
(DI RR R AR o B R
AT IR 7]
(“Shuyang EA”™)
Wuxi EA Bio-Tech Co., PRC July 11, 2018 100% Research and

Ltd. (FESHIRE(C R A
PR PR A W)
(“Wuxi EA Biotec™)

—-9] -
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OUR HISTORY AND MAJOR CORPORATE DEVELOPMENTS PRIOR TO THE
REORGANIZATION

Founding and Early History of our Group

Our history can be traced back to the year of 2003 when we co-developed the first clear aligner
treatment solution in China. In the same year, Ms. LI Huamin together with a group of dental professionals
and scientists from leading medical institutes and universities co-founded our Group and established our
first operating entity, Beijing EA Bio-Tech Co., Ltd. (AR EYRHEA FRA F]) (“Beijing EA”).
Since our establishment and prior to 2010, Beijing EA had been the operating platform of our Group.

In 2010, in order to expand our production capability, we established Wuxi EA and moved our
manufacturing center to Wuxi City, Jiangsu Province, China. In 2011, we built our 3D printing base in
Wuxi City in the same year, starting to applying 3D printing technology into our standardized production
process. In the same year, in order to enhance our sales and operating capability, we established Shanghai
EA and moved our operating center to Shanghai, China. As of the Latest Practicable Date, we maintained
our operating center in Shanghai and our manufacturing and research and development center in Wuxi
City.

In 2010, to seek financing from reputable international institutional investors, we established our
offshore corporate structure and incorporated EA Inc. (“EA,” currently known as CareCapital EA, Inc.) as
our then offshore holding company. From 2010 to 2015, we completed three rounds of financing from
reputable international investors, raising an aggregate amount of US$24.2 million to support our
development. We have established our in-house R&D team and continuously invested in implementation
and refinement of system and software, and formed comprehensive system capability in digital
orthodontics encompassing manufacturing, research and development, medical capacity, and sales and
marketing. See “— Pre-[REDACTED] Investments — Description of the Pre-[REDACTED] Investments
and Their Principal Terms — Investments by Previous Investors” in this section for details of these
investments.

CareCapital Group and CareCapital Investment
CareCapital Investment

In June 2015, CareCapital Group acquired all the shares of EA, our then offshore holding company,
held by Series A, Al and B investors and became controlling shareholder of our Group (the “CareCapital
Investment”). This acquisition restructured and consolidated our Group’s fragmented shareholder base and
CareCapital Group brought along a patient and collaborative culture that allowed management to focus on
driving long-term fundamental value creation, as well as increased focus on R&D and technology.
CareCapital Group places great value in fostering owner mentality and entrepreneurial-ship in
management and employee talents. In addition to implementing pre-acquisition ESOP reserve by
transferring 12.800% of total equity interest to management and employees, CareCapital Group also
transferred 8.3628% of total equity interest to our Group CEO Ms. LI Huamin and COO Mr. CHEN Kai
in 2015. Furthermore, our board has implemented a series of employee share award programs subsequently
by granting 6.7099% of total equity interest to executives, senior managers and talented employees. This
laid the ground for solid business performance ever since.

The aggregate consideration for the CareCapital Investment was approximately US$63.94 million.
CareCapital subsequently exercised warrants transferred from our then existing investors to subscribe into
common and preferred shares of EA with an aggregate amount of US$6.45 million. The consideration was
determined based on arm’s length negotiation between the investors after taking into consideration of,
among others, the comparable companies in orthodontics industry and their valuation and the growth
prospects of our Group. The investment was completed in June 2015.
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Since the CareCapital Investment, CareCapital Holdings has become a Controlling Shareholder.
During the Track Record Period and up to the date of this document, CareCapital Group has owned and
controlled all the voting shares of CareCapital Holdings, and thus has been our Controlling Shareholder
entitled to exercise all the voting rights at the general meeting of CareCapital Holdings as well as all the
voting rights held by CareCapital Orthotech, which is wholly-controlled by CareCapital Holdings, at the
general meeting of our Company.

CareCapital Group

CareCapital Group, founded in 2015, is an investment and operating group committed to building the
dental and oral care industry for the digital age. CareCapital Group owns both majority and minority stakes
in a variety of businesses that span the full dental industry value chain, from education and training at the
very upstream, to aligners, implants, biologics, imaging equipment and intraoral scanner in the
mid-upstream, to clinic management software and distribution in the midstream, and finally to dental
hospitals and chain clinics in the downstream. The asset portfolio of CareCapital Group encompasses
various leading players in the above subsegments of dental industry, and the geography of such portfolio
spans across China, South Korea, USA and Europe. CareCapital Group brings to its portfolio companies
a patient and collaborative culture for dental entrepreneurs and talented executives to realize their visions.
CareCapital Group’s presence in the whole global dental value chain allows its portfolio companies to
deeply understand the needs of their diverse customers across different segments, and how to use software
and data to meet those needs. CareCapital Group also brings about synergistic business opportunities for
consideration in China and globally. Businesses in the portfolio of CareCapital Group interact with each
other on an arms-length basis determined by each business management team.

CareCapital Holdings is a company incorporated under the laws of the Cayman Islands, and is
established by CareCapital Group as the holding company to invest in and manage the investment in our
Group. The CareCapital Investment is one of the various investment portfolios of a capital management
arrangement of CareCapital Group. As part of the arrangements, Hillhouse, as the funding provider, and
CareCapital Group, as the investment manager, contributed to 96.97% and 3.03% of the funds used for the
CareCapital Investment, respectively, and thus beneficially holds 96.97% and 3.03% of the shareholding
of CareCapital Holdings, respectively. CareCapital Group controls all the voting interests of CareCapital
Holdings and is responsible for the management of CareCapital Holdings and the investment in our Group.

Hillhouse CareCapital is a holding company set up and wholly-owned by Hillhouse Fund II, L.P..
Hillhouse Capital Management Ltd. (“Hillhouse Capital”) acts as the sole management company of
Hillhouse Fund II, L.P..

The shares controlled by CareCapital Holdings, our Controlling Shareholder, will be subject to the
lock-up requirements under [REDACTED] of the Listing Rules and the equity interests held by Hillhouse
CareCapital in the CareCapital Holdings will be subject to a lock-up period of 12 months upon the
[REDACTED], unless otherwise approved by the Joint Sponsors.

Other Major Shareholding and Corporate Changes

In December 2016, Ms. Li subscribed for 3.5833% equity interests in Wuxi EA at a consideration of
US$0.448 million as her personal investment in our Group, which was held by Ningbo Meishan Zhaomin

Investment Management LLP  (ZEJAFILRBIE R BB EEHSIKEEEREE)), a limited

partnership controlled by Ms. Li, immediately prior to the Reorganization.
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From December 2016 to December 2020, in recognition of the contributions of our executive
Directors, management and employees and to incentivize management and employee participants with
owner mentality, which laid the ground for solid business performance, an aggregate of 27.8727% of
equity interests in Wuxi EA as incentive shares was transferred from CareCapital Orthotech to certain

limited partnerships established as share incentive platforms for the grantees.

The following table illustrates details of the respective equity interests in Wuxi EA held by such

platforms immediately prior to the Reorganization:

Percentage of
equity interest in

No. Name of the platforms Wuxi EA
(%)

oo .. Ningbo Zhaomin LLP (%5511 (RBHE [0 BB G E A B2

(ABRAEH)Y (“Ningbo Zhaomin”) 3.5833
2. ... Ningbo Yonghan LLP (Z B4 11 fRBIHE [ K 808 B RS AR 2

(BREH)P® (“Ningbo Yonghan™) 8.3628
3. Ningbo Jiemin LLP (S 1L fRBHE W FEHH G E G ECH

FRA )PP (“Ningbo Jiemin™) 6.4800
4. ... ... Ningbo Junyu LLP (B 1L PR B I 8 F ARG E G B A ECH

FRA9)) PG (“Ningbo Junyu™) 4.3201
5. ... ... Ningbo Minggong LLP (&£ 4 L AR BUs [ 44 T & LG % 4

KEAERER)P®

(“Ningbo Minggong”) 2.0001
6. ...... Ningbo Fanjia LLP (ZEJ MR ILRBIE R LEREEME B SECE

FRAH)) P (“Ningbo Fanjia”) 3.4269
7o Ningbo Mingjia LLP (%5511 RBIUS [ 4 i GBI & B 2

(FMRAEE)PS (“Ningbo Mingjia”) 4.0373

Total 32.2104P@®®

(1

@)

3)

“

(&)

Representing equity interests held by Ms. Li due to her self-investment. The consideration was fully paid upon the
completion of the Reorganization.

The limited partners of these platforms were grantees of incentive shares of Wuxi EA and the general partners were
the administrators of the respective share incentive platforms. The beneficial owners of such platforms are the same
as the beneficial owners of the several holding companies established in the Reorganization. See “— Our
Reorganization — Issuance of Shares to Offshore Holding Companies” and notes to the corporate structure on page
102 for more information.

The limited partnership was established as share incentive platform and its general partner is Mr. CHEN Kai.

This limited partnership was established as a share incentive platform and its general partner is Mr. HUANG Kun.

These two limited partnerships were established as share incentive platforms and their respective general partner is Ms.

Li.

—94 —



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

OUR HISTORY AND CORPORATE DEVELOPMENT

OUR REORGANIZATION

Our corporate structure immediately prior to the Reorganization was as follows:

CareCapital Dental Holdings Limited "
(Cayman Islands)

llOO%

Smile Development

CareCapital p
Moonstone ) orp
Holding Limited® (United States)

125% 57.5%

CareCapital EA, Inc.®)
(Cayman Islands)
¥ 100%

Smile Development | 67%
Group®
(Cayman Islands)

China Target Mgmt
(Hong Kong)

| !
| !
| |
| !
| |
| !
| |
| !
| |
| !
| |
! 1
} (BVD i T 100%
| |
| !
| !
| !
| |
| !
| |
| |
| |
| !
| |
| !
|

CareCapital Orthotech Limited® Gecho Holding
(Hong Kong) GmbH Y
,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (German) g
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, e T e | 1o Offshore
Onshore
Ningbo Ningbo Ningbo Ningbo Ningbo Ningbo Ningbo
Yonghan® Jiemin® Junyu® Zhaomin® Mingjia® Fanjia® Minggong®?
’ 8.3628% ‘ 6.4800% ‘ 4.3201% ‘ 3.5833% ‘ 4.0373% ‘ 3.4269% ‘ 2.0000%
A
’ Wuxi EA ‘
|
i 100% i 100% 3 100% i 100% l 100%
Wuxi Fuchi
Management
Shuyang EA Consu LI_ECO., Ltd. Beijing EA Shanghai EA Wuxi EA Biotec
(ESESEE
HAARAR)
100% 100% 70%
A
Shanghai Tianzhi Shanghai Junxiao Guangzhou Xuhong
Clinic Co., Ltd. Cl{nic Co., Ltd.® Technology Co., Ltd.
(BRI (LIBAROEER (e
FEBAIRAE) SHEBBIRAE) BARARA

(1) CareCapital Holdings is ultimately controlled by CareCapital Group. See “— Our History and Major Corporate
Developments Prior to the Reorganization — CareCapital Group and CareCapital Investment” for details.

(2) See “— Our History and Major Corporate Developments Prior to the Reorganization — Other Major Shareholding and
Corporate Changes” for more information.

3) CareCapital Orthotech Limited (#4154 flf A BR/A 7]) was formerly known as Rico Investments Limited (7K HEHE &
FBR/27]); CareCapital EA, Inc. was formerly known as EA, Inc; CareCapital Moonstone Holding Limited was
formerly known as Moonstone Gem Holdings Limited.

4) The remaining 33% equity interests are held by Kitchining, Ian David, an independent third party.

5) Shanghai Junxiao Clinic Co., Ltd. has been a joint venture of our Group since January 1, 2019. See note 34 to the

accountant’s report in Appendix I to this document for details.

In anticipation of the [REDACTED], we underwent the following steps of reorganization (the
“Reorganization”) to restructure our corporate structure:

Incorporation of Our Company by CareCapital Orthotech

In November 2018, our Company was established as a [REDACTED] vehicle in the Cayman Islands
as an exempted company with limited liability. On the same date, our Company issued one share of our
Company with par value of US$0.01 each to Mapcal Limited at nominal value, which was transferred to
CareCapital Orthotech on the same day.
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Onshore Share Purchase by CareCapital Orthotech

In December 2020, CareCapital Orthotech purchased from the other existing shareholders of Wuxi
EA all the outstanding 32.2104% equity interest in Wuxi EA at an aggregate consideration of US$11.381
million (the “Onshore Acquisition”). The consideration was based on the initial consideration paid by such
shareholders for acquisition of their respective equity interests in Wuxi EA, and was fully paid. After such
acquisition, CareCapital Orthotech became the sole shareholder of Wuxi EA.

Issuance of Shares to CareCapital Orthotech

In December 2020, CareCapital Orthotech transferred 100% equity interest in Wuxi EA held by it to
our Company. On the same date, our Company issued a total of 999,999 new shares of our Company with
par value of US$0.01 each to CareCapital Orthotech. After such issuance, CareCapital Orthotech owned
an aggregate of 1,000,000 shares of our Company with par value of US$0.01 each.

Issuance of Shares to Offshore Holding Companies

For the Reorganization, seven offshore holding companies were established or used by certain of our
Directors, management and employees for the purpose of holding their respective corresponding equity
interests in Wuxi EA prior to the Reorganization.

On December 21, 2020, our Company issued to such entities an aggregate of 475,152 shares of our
Company with par value of US$0.01 each to reflect the respective equity interests of the beneficial owners
of such entities in Wuxi EA, who are Directors, senior management or employees of our Company. All the
considerations were fully paid. On the same date, our Company adopted certain share incentive schemes
to replace the previous onshore share incentive plans. See “— Share Award Schemes” for details.

The following table illustrates details of shares issued to the seven offshore holding companies and
respective considerations immediately upon completion of the Reorganization:

Number of
Shares issued to
the entity Percentage of equity
(before the interest in our
Share Company after the
No. Name of the entities™” Subdivision) Reorganization
(%)
Lo..... Sky Honour Enterprises Limited (a) 52,859 (a) 3.5833
(b) 181,392 (b) 12.2965
2. ... Vast Luck Global Limited 117,204 7.9452
30 Noble Affluent Limited 7,172 0.4814
4. ... .. Macro Synergy Limited 3,956 0.2655
5. ... Ascend Benefit Limited 14,014® 0.9500
6. ..... Novel Boom Limited 41,427 2.8083
7o All Beautiful Limited 57,1289 3.8727
Total 475,152 32.2104

(1) See notes to the corporate structure on page 102 for details of the beneficial owners of such entities.

2) Representing the equity interests held by Ms. Li in Wuxi EA due to her self-investment, which was fully paid upon
the completion of the Reorganization.

3) Representing the equity interests in Wuxi EA as awarded to executive Directors, senior management and employees

of our Company as incentive shares. All the considerations were fully paid. See notes to “— Our Corporate Structure”
and “— Share Award Schemes” for details.
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4) Representing equity interests in Wuxi EA as beneficially owned by such persons prior to the Reorganization. Mr.
HUANG Kun is an non-executive Director, and Mr. MAO Yibin is our former Director and currently an independent
third party. All the considerations were fully paid.

Transfer of registered share capital of Shanghai Junxiao and Shanghai Tianzhi to independent third
parties

After the Reorganization, Wuxi EA became a wholly-foreign owned entity. To comply with the
foreign investment restrictions on clinics and hospitals under the PRC laws and regulations after the
Reorganization, the Group transferred certain of the registered share capital of its wholly-owned dental
clinics to independent third parties, which include the following:

. Wuxi Fuchi transferred 30% of the equity interest in Shanghai Tianzhi to an independent third
party at a consideration of RMBO0.9 million, which was determined based on the registered
share capital of such company after arm’s length negotiation and completed in December 2018.
Shanghai Tianzhi remains to be a subsidiary of our Company.

. Wuxi Fuchi transferred 30% of the equity interest in Shanghai Junxiao to an independent third
party at a consideration of RMB69,000, which was determined based on the registered share
capital of such company after arm’s length negotiation. Shanghai Junxiao has become a joint
venture of our Company since January 1, 2019. See note 34 to the accountant’s report in
Appendix I to this document for details.

See “— Our Corporate Structure” for details of the corporate structure of our Group after completion
of the Reorganization and immediately prior to the [REDACTED].

As advised by our PRC legal advisors, relevant PRC regulatory approvals for the Reorganization
have been obtained and the Reorganization complies with the applicable laws and regulations in the PRC
in all material respects.

ESTABLISHMENT OF TRUSTS

In January 2021, Ms. Li, our executive Director and chief executive officer, established a trust (the
“Hua Family Trust”) to hold all the shares held by Sky Honour Enterprises Limited, a company ultimately
controlled by Ms. Li. J.P. Morgan Trust Company (Bahamas) Limited is the trustee and Ms. Li is the settlor
and beneficiary of the Hua Family Trust.

In January 2021, Mr. CHEN Kai, our executive Director and chief operating officer, established a
trust (the “Chen Family Trust”) to hold all the shares held by Vast Luck Global Limited, a company
ultimately controlled by Mr. Chen. J.P. Morgan Trust Company (Bahamas) Limited is the trustee and Mr.
Chen is the settlor and beneficiary of the Chen Family Trust.
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SHARE AWARD SCHEMES

In anticipation of the [REDACTED] and as part of the Reorganization, in December 2020, we
adopted three offshore share award schemes (the “Share Award Schemes”) to replace the previous onshore
share incentive plans of Wuxi EA. See “— Our Reorganization — Issuance of Shares to Offshore Holding
Companies” for details. To provide incentives to our executive Directors, senior management and
employees, in December 2020 and January 2021, we further increased the number of incentive shares and
granted options under the Share Award Schemes.

As of the Latest Practicable Date, we issued an aggregate of 415,241 shares of our Company with
par value of US$0.01 each (or 41,524,100 shares after the completion of the Share Subdivision) as
incentive shares and granted options for 3,000 shares of our Company with par value of US$0.01 each (or
300,000 shares after the completion of Share Subdivision) as underlying shares. The voting power of the
incentive shares were controlled by their respective beneficial owners, and thus the shares held by All
Beautiful Limited, Novel Boom Limited and Macro Synergy Limited, all the beneficial owners of which
are our employees and not core connected persons of our Group, shall be counted as public float under
the Listing Rules. See “— Our Corporate Structure” and “Statutory and General Information — D. Share
Award Schemes” in Appendix IV to this document for details.

PRE-[REDACTED] INVESTMENTS
Description of the Pre-[REDACTED] Investments and Their Principal Terms

To fund our rapid business expansion, we completed the following financial investments.
Investments by Previous Investors

Pursuant to the share purchase agreement dated February 26, 2010, LAU Ying Chun, OrbiMed Asia
Partners, L.P. (“OrbiMed”) and Gate Top Development Limited (collectively, “Series A Investors”) agreed
to subscribe for (i) 766,667, 12,404,636 and 600,000 series A preferred shares of EA at a consideration
of US$0.500 per share, respectively; and (ii) warrants equivalent to 191,667, 3,101,159 and 150,000 series
A preferred shares of EA, the exercise of which was US$0.500 per share of EA. The investments were
completed in December 2011. Pursuant to the same agreement, Favor Sky Limited, DM Healthcare
Investment Limited, Gate Top Development Limited and Tsinghua Leaguer Venture Capital International
Co., Ltd. agreed to subscribe for warrants equivalent to 247,664, 242,725, 210,973 and 247,664 ordinary
shares of EA, the exercise price of which was US$0.500 per share of EA, respectively. The investments
were completed in December 2011. All the Series A investors were independent third parties.

Pursuant to the share purchase agreement dated March 15, 2011, Alpha Profit Holdings Limited
(“APH” or “Series Al Investor”) agreed to subscribe for (i) 869,565 series Al preferred shares of EA at
a consideration of US$0.575 per share of EA; and (ii) warrants equivalent to 217,391 series Al preferred
shares of EA, the exercise of which was US$0.575 per share of EA. The investment was completed in
March 2011. APH was an independent third party.

Pursuant to the share purchase agreement dated April 6, 2012, Moonstone Gem Holdings Limited,
OrbiMed Asia Partners, L.P. and APH (collectively, “Series B Investors,” together with Series A Investors,
Series Al Investor, the “Previous Investors”) agreed to subscribe for (i) 16,201,748, 1,080,117 and
540,058 series B preferred shares of EA at a consideration of US$0.926 per share of EA, respectively; and
(i1) warrants equivalent to 4,050,438, 270,029 and 135,015 series B preferred shares of EA, the exercise
price of which was US$0.926 per share of EA. The investments were completed on December 27, 2013,
respectively. All the Series B investors were independent third parties.
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In June 2015, all the Previous Investors transferred their respective equity interest in our Group to
CareCapital Holdings upon the completion of the CareCapital Investment and ceased to be our
Shareholders. See “— CareCapital Group and CareCapital Investment” for details.

Investments by Wuxi Jinhe

Pursuant to the share purchase agreement dated December 21, 2020, Wuxi Jinhe Venture Investment
Co., Ltd. (HESH T & RAIZER EAG PR/ A]) agreed to subscribe for 10,023 ordinary shares of the Company
with par value of US$0.01 each at the aggregate consideration of US dollar equivalent to RMB39.72
million. The consideration was determined based on the valuation of our Group in terms of our business
performance and potential growth. The investment was completed and fully settled on December 31, 2020.

See “— Our Corporate Structure” for details of the investors’ equity interest in our Company as of
the Latest Practicable Date and upon completion of the [REDACTED] (assuming no exercise of the
[REDACTED] or any options granted under the Share Award Schemes).

Cost per Share and Discounts to the [REDACTED]

The purchase price paid by Series A Investors in 2010 was equivalent to US$0.07 per share based
on the post-money valuation of the Group of approximately US$13.0 million, representing
[REDACTED]% discount to the mid-point of the [REDACTED] of HK$[REDACTED], assuming the
Share Subdivision is completed and no exercise of the [REDACTED] or any options granted under the
Share Award Schemes.

The purchase price paid by Series Al Investors in 2011 was equivalent to US$0.08 per share based
on the post-money valuation of the Group of approximately US$15.5 million, representing
[REDACTED]% discount to the mid-point of the [REDACTED] of HK$[REDACTED], assuming the
Share Subdivision is completed and no exercise of the [REDACTED] or any options granted under the
Share Award Schemes.

The purchase price paid by Series B Investors in 2012 was equivalent to approximately US$0.23 per
share based on the post-money valuation of the Group of US$45.7 million, representing [REDACTED]%
discount to the mid-point of the [REDACTED] of HK$[REDACTED], assuming the Share Subdivision
is completed and no exercise of the [REDACTED] or any options granted under the Share Award
Schemes.

The purchase price paid by Wuxi Jinhe in 2020 was equivalent to approximately US$4.53 per share
based on the post-money valuation of the Group of US$900.0 million, representing [REDACTED]%
discount to the mid-point of the [REDACTED] of HK${[REDACTED], assuming the Share Subdivision
is completed and no exercise of the [REDACTED] or any options granted under the Share Award
Schemes.

Lock-up Period

The Shares held by existing Pre-[REDACTED] Investors prior to the [REDACTED] are not subject
to any lock-up arrangements after the [REDACTED].

Public Float

The shares held by Wuxi Jinhe will be count towards the public float.
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Use of [REDACTED] from the Pre-[REDACTED] Investments

We utilized all of the [REDACTED] from the Pre-[REDACTED] Investments for, among others, the
development and operation of our business, including but not limited to research and development, new
business development, administrative expense and general working capital needs, except for the
investments from Wuxi Jinhe, which we expect to apply for general working capital needs.

Special Rights of the Pre-[REDACTED] Investors

There were no special rights as stipulated under the Guidance Letter HKEX-29-12, the Guidance
Letter HKEX-GL43-12 and the Guidance Letter HKEX-GL44-12 issued by the Stock Exchange granted
to our existing Pre-[REDACTED] Investors as of the Latest Practicable Date or will exist after the
[REDACTED].

Benefits of the Pre-[REDACTED] Investments

Our Directors are of the view that we would benefit from our pre-[REDACTED] investments in
various aspects, including but not limited to, the capital contributed by such investments for our business
development as well as the profound resources and supports from our investors. Such investments
demonstrate their confidence in the future development of our Group and serves as endorsements of our
Group’s performance, strength and prospects. In particular, investments from Wuxi Jinhe benefit us from
the established network our investors provided in healthcare industry and the management and operation
experience in healthcare industry. Furthermore, such investment could also create potential strategical
cooperation opportunities whereby our investors could provide insights and advice on our development
and strategies.

Information of existing Pre-[REDACTED] Investors
The following sets forth information of the existing pre-[REDACTED] investors.
Wuxi Jinhe

Wuxi Jinhe is a company established under the laws of the PRC. Wuxi Jinhe is wholly-owned by
Wuxi Finance Venture Capital Group Co., Ltd. (#8517 4 Bl 35 &L B A FRA F]), which is ultimately
controlled by the State-owned Assets Supervision and Administration Commission of Wuxi City.

Joint Sponsors’ Confirmation

The Joint Sponsors confirm that the existing Pre-[REDACTED] Investments are in compliance with
the Guidance Letter HKEX-29-12, the Guidance Letter HKEX-GL43-12 and the Guidance Letter
HKEX-GL44-12 issued by the Stock Exchange.
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REGULATORY REQUIREMENTS OF CHINA

According to the Regulations on Merger and Acquisitions of Domestic Enterprises by Foreign
Investors (BAAME & BB N ZEAIBIE) (the “M&A Rules”) jointly issued by MOFCOM, the
State-owned Assets Supervision and Administration Commission of the State Council, SAT, the CSRC, the
SAIC and SAFE on August 8, 20006, effective as of September 8, 2006 and amended on June 22, 2009, a
foreign investor is required to obtain necessary approvals when it (i) acquires the equity of a domestic
enterprise so as to convert the domestic enterprise into a foreign-invested enterprise; (ii) subscribes the
increased capital of a domestic enterprise so as to convert the domestic enterprise into a foreign-invested
enterprise; (iii) establishes a foreign-invested enterprise through which it purchases the assets of a
domestic enterprise and operates these assets; or (iv) purchases the assets of a domestic enterprise, and
then invests such assets to establish a foreign invested enterprise. The M&A Rules, among other things,
further purport to require that an offshore special vehicle, or a special purpose vehicle, formed for the
listing purposes and controlled directly or indirectly by PRC companies or individuals, shall obtain the
approval of the CSRC prior to the [REDACTED] and trading of such special purpose vehicle’s securities
on an overseas stock exchange, especially in the event that the special purpose vehicle acquires shares of
or equity interests in the PRC companies in exchange for the shares of offshore companies.

Our PRC legal advisors are of the opinion that, unless new laws and regulations are enacted or CSRC
publish new provisions or interpretations on the M&A Rules in the future, prior CSRC approval for the
[REDACTED] is not required because (1) the CSRC currently has not issued any definitive rule or
interpretation concerning whether the [REDACTED] like ours are subject to the M&A Rules; (2) Wuxi
EA was incorporated as a foreign-invested enterprise without involving acquisition of the equity or assets
of a “PRC domestic company,” as such term is defined under the M&A Rules; (3) Shanghai EA was
incorporated as a wholly foreign-owned enterprise by CareCapital Orthotech and was acquired by Wuxi
EA from CareCapital Orthotech in 2012, and as such, neither the incorporation nor the acquisition of
Shanghai EA involves acquisition of the equity or assets of a “PRC domestic company,” as such term is
defined under the M&A Rules, (4) Shuyang EA, Wuxi Fuchi, Wuxi EA Biotec and Guangzhou Xuhong
were established by our relevant PRC subsidiaries directly without involving acquisition of the equity or
assets of a “PRC domestic company,” as such term is defined under the M&A Rules; and (5) Beijing EA
and Shanghai Tianzhi were respectively incorporated as a domestic company by third party PRC
companies and/or individuals and acquired by our relevant PRC subsidiaries in compliance with the M&A
Rules, such that the M&A Rules are not applicable to it thereafter. However, there is uncertainty as to how
the M&A Rules will be interpreted or implemented, and whether the relevant PRC government authorities
will reach the same conclusion as our PRC legal advisors.

SAFE REGISTRATION IN CHINA

Pursuant to the Circular of SAFE on Foreign Exchange Administration of Overseas Investment,
Financing and Round-trip Investments Conducted by Domestic Residents through Special Purpose
Vehicles (FAEE A BAE A RFR B 19N 755 HME SR FEBCE S A B f A8 %) (the “Circular
377), issued by SAFE and effective on July 4, 2014, (a) a PRC resident must register with the local SAFE
branch before he or she contributes assets or equity interests to an overseas special purpose vehicle (the
“Overseas SPV”) that is directly established or indirectly controlled by the PRC resident for the purpose
of conducting investment or financing, and (b) following the initial registration, the PRC resident is also
required to register with the local SAFE branch for any major change, in respect of the Overseas SPA,
including, among others, a change of Overseas SPV’s PRC resident shareholder(s), the name of the
Overseas SPV, terms of operation, or any increase or reduction of the Overseas SPV’s capital, share
transfer or swap, and merger or division. In the event that a PRC shareholder holding interests in a special
purpose vehicle fails to fulfill the required SAFE registration, the PRC subsidiaries of that special purpose
vehicle may be restricted from making profit distributions to the offshore parent and from carrying out
subsequent cross-border foreign exchange activities, and the special purpose vehicle may be restricted in
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its ability to contribute additional capital into its PRC subsidiaries. Furthermore, failure to comply with
the various SAFE registration requirements described above could result in liability under PRC law for
evasion of foreign exchange controls. Circular 37 supersedes the Circular Concerning Relevant Issues on
the Foreign Exchange Administration of Raising Funds through Overseas Special Purpose Vehicle and
Investing Back in China by Domestic Residents (A 455 A & B #8 55 SMRF iR H 192 7] Rl 6 SOR PR & A1
i 75 354 [ P4 LR 28 FN) (the “Circular 757) promulgated by SAFE on October 21, 2005 and effective on
November 1, 2005.

Pursuant to the Circular of SAFE on Further Simplification and Improvement in Foreign Exchange
Administration on Direct Investment (BN H#E—25 {0 FISCE HEERCE SMEE BLECR 1A (the
“Circular 137), issued by SAFE and effective on June 1, 2015, and was amended on December 30, 2019,
the power to accept SAFE registration was delegated from local SAFE to local banks where the assets or
interests in the domestic entity are located.

As advised by our PRC legal advisors, Ms. LI, Mr. CHEN Kai (Ff##) and other eighty individual
shareholders who indirectly hold shares in the Company, being PRC residents as defined under the
Circular 37 and Circular 75, have completed their registration under Circular 37 and Circular 75 as of the
date of this document.
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OUR MISSION
Our mission is to bring people confident smiles with revolutionary technologies.
Smile matters. With technologies, we engage, empower and enliven.
OVERVIEW

We are the leading clear aligner treatment solution provider in China. China’s clear aligner treatment
solution market is highly concentrated, with the top two market players accounting for an aggregate
market share of 82.3% in the nine months ended September 30, 2020 in terms of case shipments, according
to the CIC Report. We led the market with a market share of approximately 41.3% in the same period,
according to the same source.

We empower dental professionals with Angelalign clear aligner system, our proprietary digital
orthodontics solution, which comprises a trio of components: (1) digitally-assisted case assessment
support and treatment planning services, (2) customized, removable clear aligners based on specific
treatment plans, and (3) iOrtho, a cloud-based service platform. We facilitate dental professionals
throughout the entire clear aligner treatment process with the assurance of reliability, simplicity, efficiency
and accuracy, which translates into dependability, and ultimately, into user loyalty. As the backstage
driving force, our profound understanding of the medical principles and practice of digital orthodontics
has been emblazoned onto our DNA. It serves as a critical foundation for us to fully address disparate
demands of China’s dental professionals with varying levels of sophistication, in particular a multitude of
GP dentists. During the Track Record Period, the number of dental professionals we served increased from
approximately 11,500 in 2018 to approximately 15,800 in 2019, and from approximately 13,900 in the nine
months ended September 30, 2019 to approximately 17,300 in the nine months ended September 30, 2020.

We persistently optimize our clear aligner system, allowing dental professionals to continuously
extend their outreach. We currently market four lines of clear aligners with a variety of unique features
that appeal to different user segments, including Angelalign, Angelalign Pro, Angelalign Kid and
COMFOS. In particular, we have established one of the largest stomatology databases for Asian
population, according to the CIC Report. Leveraging our data-driven insight and a series of innovative
appliances and attachments and patented treatment plans on top of our diversified product lines, we are
uniquely positioned to help dental professionals address intractable cases that are prevalent in China. As
a result, we enable dental professionals to deliver effective treatment for a growing number of
malocclusion cases with varying complexities and for an enlarging patient base of a broad spectrum of
ages and different spending powers. Our case shipments increased from approximately 77,700 in 2018 to
approximately 120,100 in 2019, and from approximately 91,400 in the nine months ended September 30,
2019 to approximately 101,700 in the nine months ended September 30, 2020.

We are well positioned to capture the enormous market opportunities in China. As the second largest
in the world, China’s overall clear aligner market, in terms of retail sales revenue, is expected to increase
from US$1.4 billion in 2019 to US$11.9 billion in 2030 at a CAGR of 21.5%, according to the CIC Report.
Moreover, as an increasing number of traditional orthodontic cases will become addressable by clear
aligners, we expect to seize the overall potential of China’s orthodontics market, which is expected to
reach US$29.6 billion in terms of retail sales revenue in 2030 at a CAGR of 13.6% from 2019 to 2030,
according to the same source. On the other hand, China’s clear aligner market is still at a nascent stage.
In 2019, China had approximately 1,037 million malocclusion cases, much higher than that of
approximately 244 million in the United States. However, among the 2.9 million treated malocclusion
cases in China in 2019, only 10.5% were addressed with clear aligners, whereas 33.1% of the 4.5 million
treated malocclusion cases in the United States were addressed with clear aligners. Such significant
disparities indicate a huge underpenetrated clear aligner market in China. Leveraging our market
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leadership and our intimate understanding of China’s digital orthodontics market, we believe that we are
well positioned to capture the upside potential of the enormous market. Furthermore, we are poised to
replicate our success in the global clear aligner market, which is expected to reach US$50.9 billion in
terms of retail sales revenue by 2030.

2 Total malocclusion cases M Treated cases  in millions M Clear aligner treatment Traditional orthodontics in millions

1,036.6
45

1.5
29 (33.1%)

2435 26 » 63';’%
—EE— (89.5%) o
\ \
\ \
1 l l
China The U.S. China The U.S.

Everyone wants beautiful, healthy smiles and seeks ways to enhance their natural endowment.
Orthodontic treatment involves complex medical procedures with multidisciplinary technologies, which
transcends the mere fixing of crooked, uneven, discolored or misshapen teeth that shy away from smiling.
We attribute our mastery of digital orthodontics to the integrated application of our dedicated and
relentless scientific research efforts on a range of relevant subjects, including clinical stomatology,
biomechanics, materials science, computer science and intelligent manufacturing technologies, including
3D printing and manufacturing automation. As the nucleus of our Angelalign clear aligner system, our
proprietary and robust technology and data platforms, nicknamed masterForce, masterControl and
masterEngine, play a vital role in our capability to continuously make breakthrough in digital
orthodontics, which has created strong entry barriers and underpinned our long-term growth.

We have developed intelligent manufacturing capabilities to produce customized clear aligners with
premium quality and high tolerance. We manufacture all the clear aligners pertinent to specific treatment
plans through a “mass customization” model based on state-of-the-art intelligent manufacturing
technologies, including 3D printing and automated production lines.

We experienced significant growth during the Track Record Period. We generate revenue primarily
from the provision of clear aligner treatment solutions. Our revenue increased from RMB488.5 million in
2018 to RMB645.9 million in 2019, and from RMB485.4 million in the nine months ended September 30,
2019 to RMB601.3 million in the nine months ended September 30, 2020. Our net profit increased from
RMB58.2 million in 2018 to RMB67.7 million in 2019, and from RMB70.6 million in the nine months
ended September 30, 2019 to RMB155.7 million in the nine months ended September 30, 2020. Our
adjusted EBITDA was RMB127.5 million and RMB172.1 million in 2018 and 2019, respectively, and
RMB149.3 million and RMB253.2 million in the nine months ended September 30, 2019 and 2020,
respectively. Our adjusted net profit was RMB92.5 million and RMB130.4 million in 2018 and 2019,
respectively, and RMB116.3 million and RMB203.6 million in the nine months ended September 30, 2019
and 2020, respectively. See “Financial Information — Description of Major Profit or Loss Line Items —
Non-IFRS Measures” for a reconciliation of our operating profit to adjusted EBITDA and net profit to
adjusted net profit, respectively.
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COMPETITIVE STRENGTHS

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

Pioneer and leading clear aligner treatment solution provider in China well positioned to capture the
enormous market opportunities

We are the leading clear aligner treatment solution provider in China. China’s clear aligner treatment
solution market is highly concentrated, with the top two market players accounting for an aggregate
market share of 82.3% in the nine months ended September 30, 2020 in terms of case shipments, according
to the CIC Report. We led the market with a market share of approximately 41.3% in the same period,
according to the same source. With Angelalign clear aligner system, our proprietary digital orthodontics
solution, we facilitate dental professionals throughout the entire clear aligner treatment process with the
assurance of reliability, simplicity, efficiency and accuracy, which translates into dependability, and
ultimately, into user loyalty. The number of dental professionals we served increased from approximately
11,500 in 2018 to approximately 15,800 in 2019, and from approximately 13,900 in the nine months ended
September 30, 2019 to approximately 17,300 in the nine months ended September 30, 2020.

We are the first clear aligner treatment solution provider to obtain the SFDA approval (now known
as the NMPA) in China, and we own the first patent registration for clear aligner treatment in China. Since
our inception, we have been spearheading the development of digital orthodontics in China and stayed
abreast of the ever-evolving treatment demands and preferences of China’s dental professionals. We take
pride in our various trailblazing solutions, such as Angelalign Pro, the first multimode clear aligner
treatment solution in the world, as well as Angelalign Kid, China’s first comprehensive clear aligner
treatment solution designed for children aged between six and 12, according to the CIC Report. In
addition, we established the first and largest 3D printing base for dental appliances in China in 2011, and
the first automated production line in our manufacturing facilities in 2017, which has enabled us to rapidly
achieve mass customization and expand our operation scale.

We believe that we are well positioned to continue capitalizing on China’s promising market
opportunities. As the second largest in the world, China’s overall clear aligner market, in terms of retail
sales revenue, is expected to increase from US$1.4 billion in 2019 to US$11.9 billion in 2030 at a CAGR
of 21.5%, according to the CIC Report. Moreover, as an increasing number of traditional orthodontic cases
will become addressable by clear aligners, we expect to seize the overall potential of China’s orthodontics
market, which is expected to reach US$29.6 billion in 2030 at a CAGR of 13.6% from 2019 to 2030,
according to the same source. On the other hand, China’s clear aligner market is still at a nascent stage.
In 2019, China had approximately 1,037 million malocclusion cases, much higher than that of
approximately 244 million in the United States. However, among the 2.9 million treated malocclusion
cases in China in 2019, only 10.5% were addressed with clear aligners, whereas among the 4.5 million
treated malocclusion cases in the United States, 33.1% were addressed with clear aligners. Such huge
disparities indicate a huge underpenetrated clear aligner market in China. In addition, China has a higher
prevalence rate of Class II and Class III malocclusion cases than the U.S., which are more challenging to
treat compared to Class I cases.

We believe we are well positioned to capture the upside potential of the enormous market and
continue to increase our market share in China and worldwide with more than a decade of experience and
leveraging our leading market position, first-mover advantage, comprehensive product portfolio,
industry-leading medical and technological services, robust research and development capabilities,
proprietary technology platforms, and strong brand recognition. In particular, we believe that we are
uniquely positioned to address the prevalent complex cases in China by virtue of our in-depth data-driven
insight into China’s digital orthodontics and our comprehensive and targeted product portfolio.
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Comprehensive product portfolio addressing diverse user needs

We have strategically developed a comprehensive product portfolio as an integral part of our digital
orthodontics solution to address diverse user needs. We currently market four lines of clear aligners with
a variety of unique features that appeal to different user segments, including Angelalign, Angelalign Pro,
Angelalign Kid and COMFOS. Our diversified product portfolio, in synergy with our medical and
technological services, allows dental professionals to deliver effective treatment for a growing number of
malocclusion cases with varying complexities and for an enlarging patient base of a broad spectrum of
ages and different spending powers.

. Angelalign. As our classic clear aligner product, Angelalign can be used for a wide range of
malocclusions with moderate pricing. We distinguish Angelalign from competing products
provided by other market participants with constant improvement. For example, we are
upgrading Angelalign with our newly launched masterControl S, which is developed based on
extensive biomechanics studies and stomatology profiles of Chinese population.

. Angelalign Pro. As our premium clear aligner and the first multimode clear aligner in the
world, according to the CIC Report, Angelalign Pro, in its latest version, features two sets of
aligners made of our masterControl and masterControl S with complementary mechanical
properties to achieve different movement progress at different stages during the treatment. As
a result, Angelalign Pro will be able to address more complex cases, and at the same time,
shorten the length of the treatment cycle by approximately 30% without compromising
treatment accuracy.

. Angelalign Kid. We expanded into children’s clear aligner treatment market with Angelalign
Kid, China’s first comprehensive clear aligner treatment solution designed for children aged
between six and 12, according to the CIC Report. Angelalign Kid represents a shift in approach
from ex post treatment towards early intervention. By combining the clear aligners, the
bucc-labial shield and the functional fitness exercises for muscles alternately in line with the
progress of children’s tooth growth and muscle and jaw bone development, it provides children
with a better oral environment for the growth and development of their permanent teeth, facial
muscles and jawbones.

. COMFOS. We position COMFOS as a good value-for-money product in response to the
growing demand for aesthetics of the young generation with moderate malocclusions.
COMFOS has rapidly gained popularity among the young generation seeking to improve their
smiles in a fast, convenient, comfortable and affordable manner, as it caters to their willingness
to pay and spending power.

Benefiting from our comprehensive product portfolio, our case shipments increased from
approximately 77,700 in 2018 to approximately 120,100 in 2019, and from approximately 91,400 in the
nine months ended September 30, 2019 to approximately 101,700 in the nine months ended September 30,
2020. As we empower an increasing number of dental professionals and help them enlarge their patient
base, we have been able to rapidly scale up our business and increase our market share.

Furthermore, we are uniquely positioned to help dental professionals address intractable cases that
are prevalent in China with the assurance of celerity, efficacy and efficiency, utilizing a series of
innovative orthodontic appliances and attachments. For example, we have developed angelButton, a
proprietary traction product. angelButton can be integrated with clear aligners at any designated position
and deliver excellent orthodontic mechanics results. We also recently launched angelArm, the world’s first
mandibular appliance that features active force application, according to the CIC Report. angelArm
increases the precision and control of force application and expands addressable occlusal structures. The
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coordinated application of angelArm, angelButton and our various clear aligners provide solutions to
skeletal malocclusion such as maxillary protrusion and mandibular retrusion, which is typical among
Asian malocclusion cases, and demonstrates excellent efficacy and safety.

Premium medical and technological services

Our corporate DNA encompasses profound knowledge of stomatology, cutting-edge technologies
and strong interdisciplinary R&D initiatives, fostering our ability to provide dental professionals with
sophisticated medical and technological services. As the core components of our Angelalign clear aligner
system, we provide dental professionals with comprehensive digitally-assisted case assessment support,
medical treatment planning services and technological support, aiming to satisfy their demands in a
precise and efficient manner. We thereby empower dental professionals throughout the entire clear aligner
treatment process, which we believe are among our key strengths in attracting new dental professionals
and retaining existing ones. In particular, we facilitate easy adoption of our system by GP dentists who,
although not specialized in orthodontics, can become proficient in providing clear aligner treatment to
their patients.

Our intelligent technologies and sophisticated medical design personnel form the backbone of our
strong treatment planning capabilities. We have developed A-Treat, a digital treatment planning platform
using our technology accumulation in many frontiers, such as 3D computer graphics, data mining, machine
learning and artificial neural network. It is embedded with digitalized critical medical rules governing the
clinical protocols for teeth movement, which have been repeatedly deliberated and verified by our medical
designers. Moreover, we have launched Angelalign Zhimei, an intelligent design optimization system that
consolidates multiple intelligent computing and analysis tools, to help dental professionals formulate
optimal and more customized treatment plans. Angelalign Zhimei accommodates the specific demand of
each dental professional through real-time interactions and integration of their input with medical rules
and the accumulated expert plans in our system. We also have assembled the largest medical designer team
in the dental service area in China, according to the CIC Report, with over 400 members as of the Latest
Practicable Date, which was led by our stomatology expert team. As a result, our system usually presents
a near-final treatment plan within three to four business days after the case submission, as compared to
other market players who generally require approximately 10 business days, according to the CIC Report.

Furthermore, we have brought forward patented and unique treatment plans specifically designed for
intractable cases prevalent in China, which allows dental professional to achieve optimal clinical results.
For example, through occlusal reconstruction and mandibular advancement and development, our A6
solution is able to correct mandibular retraction at the same time of fixing misplaced teeth, and
consequently, significant shortens treatment time. Our A7 solution, which specializes in the treatment of
patients in need of extraction of premolars, can effectively maintain the stability of anchorage teeth,
accurately control the movement of canines and the torquing of incisors, and thereby reduce the
probability of joint correction treatment with orthodontic brackets. Our A8 molar distalization solution is
an integrated solution that features the progressive staging pattern, compatible attachment system and
appropriate traction approach to achieve optimized treatment results.

We further empower dental professionals to streamline their operations with iOrtho, our cloud-based
service platform. It allows dental professionals to perform multiple tasks from patient intake through
review, modification and approval of their treatment plans. In particular, through Make It, a built-in case
assessment support module of iOrtho that is compatible with all major intraoral scanners, dental
professionals can present to a prospective patient an image of his/her own current dentition next to his/her
simulated final position after the treatment through a dual view layout within a few minutes of dental
scanning. We enable dental professionals to significantly increase communication efficiency with their
prospective patients, and to market our clear aligners and acquire patients more effectively.
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Proprietary technology and data platforms underpinned by industry-leading R&D capabilities

We have established robust interdisciplinary R&D capabilities in five major areas, including clinical
stomatology, biomechanics, materials science, computer science and intelligent manufacturing
technologies. Drawing upon the continuous output from our R&D initiatives, we have developed, and are
continuously upgrading, proprietary and robust technology and data platforms, including masterForce,
masterControl and masterEngine, as the bedrock of the effectiveness and efficiency of our clear aligner
system, as well as our ability to continuously innovate our products and services.

. masterForce. We developed masterForce, a full-factorial force simulation system for
orthodontics, with cutting-edge computer-aided engineering technologies to gain constructive
insight into the exact biomechanical mechanisms involved in the orthodontic treatment.

. masterControl. Based on our in-depth study of the biomechanical mechanisms through
masterForce, we developed masterControl, a sophisticated clear aligner material system. It
allows us to develop advanced clear aligner material that delivers gentle and consistent forces
ideal for tooth movement in orthodontic treatment, while being more resistant to plastic
deformation and having better elastic recovery properties. Based on the system, we recently
launched masterControl S, the next-generation clear aligner material that features self-
adaptivity, memorability, superelasticity, tear resistance, stain resistance and improved
invisibility.

. masterEngine. Based on our profound stomatology database, we have established
masterEngine, an Al-based multimodal biological data platform. Leveraging the embedded
deep learning system of neural networks and full-cycle Al biomimetic system, masterEngine
enables accurate, multi-scenario data extraction and fusion to assist dental professionals’
diagnosis and treatment planning processes, and provides more comprehensive, reliable and
accurate information for clinical stomatology. Benefiting from masterEngine, we recently
launched the Intelligence Root System, which provides dental professionals with direct,
360-degree observation of the real status of the tooth root and access to accurate data regarding
the movement of crown and root, with which they can assess the cases and create and modify
treatment planning for optimal clinical results.

We believe that the breadth and sophistication of our technology and data platforms contribute to our
competency in addressing relatively complicated malocclusion cases. Leveraging our technology and data
platforms, we are able to continuously develop innovative treatment solutions and appliances.

We have devoted significant resources to our R&D initiatives. As of September 30, 2020, we had a
dedicated research and development team of 120 members, representing 9.3% of our total employees. In
2018, 2019 and the nine months ended September 30, 2020, our research and development expenses were
RMB50.2 million, RMB80.9 million and RMB58.9 million, respectively, representing 10.3%, 12.5% and
9.8% of our revenue in the same periods, respectively. As of the Latest Practicable Date, we owned 83
patents and 16 software copyrights registered in China. We have initiated A+ Plan since 2015, through
which we partner with China’s most renowned higher education institutions, stomatology hospitals,
medical schools and other research institutions to boost innovations of clear aligner treatment through
R&D initiatives in clinical stomatology, biomechanics, materials science, intelligent manufacturing
technologies, and computer science. For example, in December 2020, we established the ZJU-Angelalign
Joint Research & Development Center for Intelligent Healthcare (#7182 KA I 5 2 Bl 5 i 51
») with Zhejiang University (7L K%2) for digital orthodontics and the application of artificial
intelligence technologies in the dental and oral area. In October 2020, we established a joint innovation
center in collaboration with Jiangsu Industrial Technology Research Institute (VLK% 7 SEFL MIHTE 5T BE)
focusing on manufacturing technologies and materials science innovations. We also established a
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Translation Medicine Research Platform on Oral Biomechanics and Artificial Intelligence with Ninth
People’s Hospital, Shanghai Jiaotong University School of Medicine (- i 3¢ #H A5 5 E2 B b Jag 25 LA R
%4 Pt) in September 2020 to further explore the fundamental mechanisms of biomechanics in tooth
movement, leveraging big data and artificial intelligence technologies. In addition, we have established a
digital orthodontics treatment and training center in collaboration with Sichuan University Huaxi
Stomatology Hospital (PUJIIREEZEYE (125 F%) in Chengdu, and a digital orthodontics testing center in
collaboration with Nanjing Stomatology Hospital (F %% 1% BE) in Nanjing.

Strong brand recognition and profound academic influence

As the first market entrant, we believe that “Angelalign” has become the best known and the most
trustworthy domestic brand among China’s clear aligner treatment solution providers, with strong brand
recognition among dental professionals and patients, as well as profound academic influence on industry
experts. Our strong word-of-mouth reputation has driven organic referrals among dental professionals and
patients.

According to the CIC Report, dental professionals are generally inclined to be highly prudent while
recommending clear aligner treatment solutions for their patients. This is because the treatment process
for malocclusion cases typically lasts around two years, and it would be difficult for dental professionals
to switch to different treatment methods midway. By offering a comprehensive and diversified suite of
treatment plans and services based on our medical and technological capabilities, our Angelalign clear
aligner system has appealed to a large pool of dental professionals across China. Furthermore, we have
provided orthodontic certification training programs on digital orthodontics to dental professionals in
collaboration with the UCLA Dental Research Service Center since 2017, through which we market the
strengths of clear aligner treatment to more dental professionals. The number of dental professionals we
served increased from approximately 11,500 in 2018 to approximately 15,800 in 2019, and from
approximately 13,900 in the nine months ended September 30, 2019 to approximately 17,300 in the nine
months ended September 30, 2020.

In addition, we launched Yulong Plan (& #£71#) in collaboration with China Oral Health Foundation
to provide postgraduate orthodontics students with advanced, standardized training on digital clear aligner
treatment to help cultivate qualified dental professionals specialized in digital orthodontics. We also
cooperate with private dental clinics to establish named consulting room for clear aligner treatment. We
believe that our long-lasting relationships with hospitals, clinics and dental professionals create a barrier
to entry for new market entrants.

In addition, we pay close attention to academic development and exchange as we operate in a highly
scientific and technological industry. Starting in 2014, we have organized the A-Tech Forum, an annual
academic conference, to increase our influence in both industry and academia. We invite orthodontists and
experts in other relevant fields worldwide to exchange discussions and information on the most advanced
orthodontic technology and latest innovations. We also organize frequent online lectures and regional
symposium focusing on underlying technologies and clinical application of our Angelalign clear aligner
system, leveraging an established key opinion leaders network comprising orthodontics specialists from
55 prestigious stomatology hospitals and medical schools in China. Furthermore, we have published a
book on clear aligner treatment to further increase our academic influence, which is China’s first original
work on the subject, according to the CIC Report.
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We believe that the strength of our brand image is also well illustrated by the numerous awards and
recognition we received. We have been appointed as a sponsor by the Bureau of Training of General
Administration of Sport of China (Bl %% & #J=ill#)7) to provide clear aligner treatment for national
athletes since 2017, with our clear aligners being designated as the Approved Products for National Team
Athletes.

Robust intelligent manufacturing capabilities with stringent quality assurance system

We produce customized clear aligners with premium quality and high tolerance through a “mass
customization” model based on our robust intelligent manufacturing capabilities. We are able to produce
custom-built, precisely calibrated clear aligners that fit each patient’s teeth positions at each stage of the
corresponding treatment plan on the one hand, and achieve mass production of custom-tailored products
to lower our costs and increase scale of operations on the other.

Over the years, we have accumulated extensive expertise and know-how in manufacturing clear
aligners, which sets a solid foundation for our long-term growth. We have been a consistent early adopter
of the latest manufacturing technologies. For example, we have deployed the 4th generation 3D printers,
which are the most advanced ones for clear aligner application, according to the CIC Report. Our 3D
printers, with custom build-in parameters to address our demand for large scale production, performs
approximately 25% to 50% faster than the industry average. In addition, we have manufactured our clear
aligners primarily through our automated production lines, which can double our production efficiency
and minimize human error in the manufacturing process to the largest extent.

We have developed a rigorous quality assurance system that enables us to monitor all aspects of our
production process, including maintenance of equipment and facilities, procurement of raw materials,
production and quality inspection, and packaging and delivery. As of September 30, 2020, we had a
dedicated quality control department to ensure that our internal quality procedures are duly followed. We
place great emphasis on product safety and quality, and regularly arrange quality control trainings for our
staff. As the first clear aligner treatment solution provider to obtain the SFDA approval (now known as
the NMPA) in China, we have passed the certifications of the GB T19001 idt ISO9001 quality management
system and the YY/T 0287-2017 idt ISO13485 quality management system for medical devices. We
believe that our ability to deliver safe and high quality products has enabled us to accelerate our market
penetration and strengthen our brand image in China.

Visionary and seasoned management team with strong shareholder support

Our success is led by a visionary and seasoned management team that is relentlessly pursuing
innovative digital orthodontics solutions to bring greater value to dental professionals and their patients.
Their foresight and sagacity, in-depth industry experience, extensive managerial and operational
experience, and long-term focus and commitment underpin our current accomplishment and future
direction.

Our founder and chief executive officer, Ms. LI Huamin, is among the pioneers that seek to introduce
the most advanced orthodontic treatment to Chinese dental professionals and patients. With her
demonstrated tenacity, she has focused on promoting the vigorous development of China’s digital
orthodontics industry for the past 18 years. Leveraging her forward-looking industry vision, innovative
operational thinking and excellent management skills, Ms. LI has led us to stay ahead in the global digital
orthodontics industry. Mr. CHEN Kai, our executive director and chief operating officer, has delivered
strong business results within our Group by leveraging his nearly 20-year of operational experience in the
medical industry, in-depth strategic vision and profound industry insight. He has integrated his
accumulated industrial strategic thinking and long-term operational experience into the overall develop of
our Group. Dr. TTAN lJie, our chief medical officer, is one of the trailblazers engaged in the research and
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development, training and promotion of application of clear aligner treatment in China. He has been
dedicated to establishing medical rules of China’s clear aligner treatment, formulating clinical operational
procedures and standards and conducting technology promotion.

Over the past 18 years, we have also established a cohesive and diversified senior management team,
members of which possess strong academic background and profound understanding of China’s highly
sophisticated and rapidly evolving digital orthodontics market. Members of our senior management, on
average, have approximately 20 years of experience in related industries and have been with us for
approximately a decade. They have demonstrated complementary skillsets and proven track record in their
areas of expertise, including management and operations, business development, medical science, sales
and marketing, finance, manufacturing, and information technology. We believe that our senior
management team, while continuously devoting themselves into the innovation of digital orthodontics
products and technologies, has been crucial in formulating business strategies, capturing opportunities in
the industry and execution of business plans. Our management has nurtured a corporate culture of
user-focus, integrity and responsibility, and cooperation and innovation. These values, along with our
market leadership position, systematic employee training and career and personal development
opportunities, have contributed greatly to motivating and retaining our talented employees. We view our
culture as fundamental to the continued innovation of our clear aligner system, our ability to create
long-term value for both dental professionals and patients and, ultimately, the rapid and sustainable growth
of our business.

Furthermore, we enjoy strong support of CareCapital Group, our Controlling Shareholder and a
well-known investor and key opinion leader in the global dental and oral care industry. Mr. FENG Dai,
the managing director of CareCapital Group and our chairman, has been instrumental to the strategic
planning and development of our Group with over 15-year experience in medical and healthcare industry.
We believe that we benefit from CareCapital Group’s culture of creating a patient and collaborative
environment for dental entrepreneurs and talented executives to realize their visions. CareCapital Group
owns both majority and minority stakes in a variety of businesses that span the full dental industry value
chain, from education and training at the very upstream, to aligners, implants, biologics, imaging
equipment and intraoral scanner in the mid-upstream, to clinic management software and distribution in
the midstream, and finally to dental hospitals and chain clinics in the downstream. This allows our Board
and our management to deeply understand the needs of the diverse customer segments that is unique to
dentistry, as well as the long term technology drivers in those segments. We also benefit from CareCapital
Group’s broad network of industry experts, talents and enterprises which brings about synergistic business
opportunities for consideration in China and globally while maintaining full independence. In addition, we
believe that we share a common set of organizational values with our Controlling Shareholder in terms of
dedication to the heritage of the dental profession and significant focus on software and data.

GROWTH STRATEGIES

User satisfaction is our top priority. We aim to serve dental professionals and their patients with more
customized products and services, refined manufacturing capability and flexible supply chain. To this end,
we intend to pursue the following key strategies to grow our business sustainably and maintain our market
leadership.

Strengthen R&D capabilities and continue orthodontic solution innovations

The clear aligner industry is characterized with rapid technological innovations and changing market
demand. We believe our ability to respond to such technological advancements and to compete effectively
in a concentrated market is critical to our success. We seek to persistently innovate and diversify our clear
aligner treatment solutions by devoting substantial resources to advance our research and development
efforts. We recently established Angelalign Digital Stomatology Research Institute (IRt KA B4k
FHERFFLBE) to step up our multidisciplinary R&D efforts and spearhead the innovation and application
of digital technologies in the oral and dental area. In particular, we plan to implement the following
strategies:
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. Utilize cutting-edge theories and technologies. We will continue to seek breakthroughs of our
technology systems with the most advanced theories. By utilizing cutting-edge theories and
technologies, we aim to develop innovative clear aligner treatment solutions and enhance
features of our existing ones to expand the addressable indications of our clear aligner system
and enlarge the patient base for dental professionals. For example, we will explore
multidisciplinary orthodontic solutions together with experts from other branches of dentistry,
thereby enhancing our ability to address highly complicated malocclusion cases. We will also
closely follow the global theoretical development of clinical stomatology, biomechanics,
materials science, computer science and intelligent manufacturing technologies, to strengthen
our medical, technological and production capabilities.

. Implement an R&D talent strategy. We regard the success of our employees as the source and
the foundation for our sustainable and healthy development. We plan to continue to grow our
R&D talent reserve by attracting additional qualified R&D personnel with solid educational
backgrounds and extensive industry experience. We have adopted and will continue to explore
incentive mechanisms to encourage service inventions by our R&D personnel. We will also
continue to provide our R&D personnel with ongoing training to help improve their technical
skills and support their professional development.

. Strengthen domestic and international collaborations. We plan to continue to strengthen our
collaboration with various Chinese and international higher education institutions, stomatology
hospitals, medical schools and other research institutions to improve and refine our clear
aligner system more efficiently. For example, we intend to dedicate significant resources in our
A+ Plan to further support multidisciplinary R&D initiatives and boost innovation of treatment
solutions.

Further intelligentize and digitalize our systems to improve operational efficiency

We intend to continue to invest in technology infrastructure and software capabilities to enhance
intelligentization and digitalization of our systems and boost our operational efficiency. In particular, we
intend to develop a flexible and scalable information technology system to streamline and fully digitalize
all aspects of our operations, spanning order placing, data transmission, treatment planning, user
interactions, procurement and production processes, quality control and product delivery, and after-sales
customer services. We plan to realize full compatibility among our existing systems and technology
platforms. By doing so, we expect to achieve fully integrated end-to-end digital workflows to facilitate
fluent information flow between us and dental professionals. In doing so, we aim to ensure that the
demands of each dental professional will be consistently satisfied, and the parameters of each submitted
case will be accurately addressed, throughout the entire treatment process.

Optimize medical services to enhance user experience

We win on the quality of experience we deliver for dental professionals by virtue of our sophisticated
medical services. Therefore, we plan to optimize our treatment planning capabilities by conducting
profound biomechanical research and clinical verification to strengthen dental professionals’ confidence
in the use of our Angelalign clear aligner system, and accordingly, increase the utilization rate of our
Angelalign clear aligner system, especially among GP dentists. We plan to utilize the power of artificial
intelligence and big data analytics to further improve the efficacy of our Angelalign clear aligner system
and boost the treatment experience for patients, thereby enlarging our user base and enhancing user
stickiness. We aim to establish our Angelalign clear aligner system as the standard method for treating
malocclusion among dental professionals.

We have cultivated, and will expand, a highly qualified medical team with stringent recruitment
standards and comprehensive and systematic ongoing training. In addition, drawing upon our R&D

- 115 -



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

BUSINESS

capabilities, we intend to constantly upgrade our intelligent planning and optimization systems to further
intelligentize the treatment planning process and improve the work efficiency for dental professionals.
Furthermore, we plan to establish additional regional demonstration centers to improve the accessibility
of our medical services offline for dental professionals and provide them with regular in-the-field training
in the application of our solutions.

Increase production capacity and improve production efficiency

In anticipation of the increasing demand for our clear aligner treatment solutions, we plan to expand
our production capacity and improve our production efficiency by utilizing cutting-edge intelligent
manufacturing technologies and fully implementing intelligent manufacturing for our clear aligners.

In particular, we are in the process of constructing our Chuangmei Center, which comprises new
manufacturing facilities and a research and development center with a gross floor area of approximately
126,000 square meters in Wuxi city. We plan to equip our Chuangmei Center and our existing
manufacturing facilities with state-of-the-art intelligent manufacturing technologies, including most
advanced 3D printers and manufacturing automation technologies, such as robot technologies. We believe
that these technologies will enable us to decrease our cost, better control the quality of our clear aligners,
meet requests and orders from customers more promptly, and achieve economies of scale. We expect to
commence production in our Chuangmei Center with the first few established automated production lines
by the end of 2021. The new manufacturing facilities in Chuangmei Center, once fully commissioned, are
expected to have an ultimate annual designed production capacity of approximately 100 million units of
clear aligners. See “— Our Intelligent Manufacturing — Expansion Plan” for details.

Solidify our market leading position by expanding sales network and enhancing brand awareness
and academic influence

We will continue to strengthen our brand recognition and increase market penetration by enhancing
our marketing efforts, expanding our direct sales and distribution network, and hiring additional marketing
personnel. We also plan to enhance sales and marketing training to our in-house sales force. We may
engage additional qualified distributors with considerable sales channels, especially in greenfield regions.
In addition, we plan to pursue overseas expansion in both developed countries and emerging markets by
preparing for intellectual property application and product registration and seeking collaboration
opportunities with local sales channels.

We intend to continue to focus on marketing efforts that directly reach dental professionals through
training programs, workshops, forums and seminars. For example, we plan to strengthen our cooperation
with the UCLA Dental Research Service Center in providing more orthodontic certification training
programs on clear aligners to dental professionals, through which we can market the strengths of clear
aligner treatment to more dental professionals. To achieve broader market acceptance of our products, we
will also educate potential patients of the benefits of clear aligners through social media, physician media,
our official website, and the demonstration centers.

We seek to further increase the exposure and recognition of our Angelalign brand by carrying out a
variety of marketing and promotional campaigns through multiple media channels and social events. For
example, we will deepen our cooperation with the Bureau of Training of General Administration of Sport
of China (%8 & #5715 7) and continue to sponsor international high-profile sport events with the
aim of establishing a healthy and iconic status of our brand image. We also plan to increase our influence
in both industry and academia by continually hosting the A-Tech Forum and other forms of symposiums
and workshops, providing an exchange platform for experts and specialists in the clear aligner industry.

- 116 -



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

BUSINESS

OUR VALUE CHAIN AND VALUE PROPOSITIONS
Value Chain

Our Angelalign clear aligner system consists of treatment planning services, clear aligners, and
iOrtho, a cloud-based service platform that enables dental professionals to provide comprehensive,
efficient and effective orthodontic treatment to their patients. As illustrated by the following diagram, our

Angelalign clear aligner system penetrates the entire value chain of orthodontic treatment services.
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Digitally-assisted case assessment support and order acquisition. At an initial patient visit, the
dental professional conducts an orthodontic diagnosis and determines the eligibility of patients for using
the Angelalign clear aligner system. In particular, we provide digitally-assisted diagnose support through
Make It, a built-in module of iOrtho, to streamline the process, especially for GP dentists. We enable the
dental professional to help patients visualize how their teeth may look at the end of the treatment within
a few minutes. The dental professional then places an order and initiates a treatment case on iOrtho, which
will automatically create a unique traceable code to each case for identification and record purposes.

Transmission of treatment data to us. The dental professional prepares treatment data, which
primarily contain the polyvinyl-siloxane or digitally scanned dental impression of the patient’s dental
arches, x-rays and/or dental cone-beam computed tomography of the patient’s dentition, facial and oral
photographs of the patient, and a treatment planning form and prescription. All these treatment data are
submitted and uploaded through iOrtho, except for the polyvinyl-siloxane dental impression, which is
couriered by the dental professionals to us and then scanned for digitization and uploaded to our system
by our specialists.

Treatment planning. Upon receipt of the treatment data, our medical designers use them to develop
a three-dimensional digital prototype of the patient’s teeth and a customized and computer-simulated
three-dimensional treatment plan that simulates appropriate tooth movement during the treatment process
through our intelligent planning and optimization system. Upon passing our internal review, the treatment
plan is delivered to the prescribing dental professional through iOrtho.

Review, modification and approval of the treatment plan by dental professionals. The dental
professional reviews the treatment plan through iOrtho and may modify the plan themselves through
iOrtho or request us to make adjustments on an as-needed basis. The dental professional then approves the
proposed treatment plan and, in doing so, confirms the order and engages us to manufacture the
corresponding clear aligners.
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Manufacture and shipment of customized clear aligners. Upon the dental professional’s approval of
the treatment plan, we assign a unique identification code to each of the clear aligners of this order and
fabricate clear aligners in our intelligent manufacturing facilities. The clear aligners are thermoformed,
trimmed, polished, cleaned, packaged and, following the final inspection, shipped to the prescribing dental
professional.

Patients’ wearing of aligners. After receiving the clear aligners, the dental professional will instruct
his or her patients to wear the aligners, and the patient generally meets with the dental professional for
follow-up consultations every two to three months till the end of the treatment process. During the
treatment process, the dental professionals may employ additional aligners for refinement to the extent
necessary.

Value Propositions to Dental Professionals

We believe that our Angelalign clear aligner system provides the following value propositions to
dental professionals.

Ability to visualize treatment plan and predict treatment outcomes. Our advanced digital orthodontics
application system enables dental professionals to preview the entire course of treatment and the likely
outcome of the treatment through an interactive three-dimensional computer model. As a result, dental
professionals are able to analyze multiple treatment alternatives and select the most appropriate one for
patients on a case-by-case basis.

Expanded patient base. With all the advantages of our solutions to patients over traditional
orthodontic appliances and our trustworthy brand image, dental professionals who apply our Angelalign
clear aligner system will be able to attract more patients who otherwise will not take orthodontic treatment.

Reduced chair time and less time-intensive processes. Our Angelalign clear aligner system reduces
both the frequency and length of patient visits during the entire treatment process, and eliminates the need
for time-intensive processes for dental professionals, such as bonding appliances to patients’ teeth,
adjusting arch wires in the process and removing the appliances at the conclusion of treatment. As a result,
dental professionals are able to treat more patients in a given period.

Increased profitability. Benefiting from the expanded patient base and the reduced chair time and
less time-intensive processes, our Angelalign clear aligner system has the potential to substantially
improve the practice throughput and profitability for dental professionals.

Expanded dental professional base for orthodontic treatment services. While traditional orthodontic
treatment methods can only be prescribed by orthodontists, our Angelalign clear aligner system can be
prescribed by GP dentists by equipping them with comprehensive medical services and technological
support, thereby reducing the technique requirements for dental professionals and expanding the dental
professional base for providing orthodontic treatment services.

Development of advanced orthodontic treatment plans. We place strong emphasis on creating
synergies with dental professionals, especially orthodontists, by providing them access to our state-of-
the-art technology platforms to experiment and modify their innovative treatment methods. If these
methods are proved to be efficient and advanced, we can help them productize their treatment methods
which can be easily used by dental professionals.
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Value Propositions to Patients

Driven by our mission to bring people confident smiles with revolutionary technologies, our
Angelalign clear aligner system provides the following value propositions to patients who otherwise would
not seek treatment due to the limitations of traditional orthodontic treatment methods.

Increased predictability. As dental professionals can present visualized tooth movement with the
advance digital technologies of our Angelalign clear aligner system, patients can be well-informed of the
ultimate treatment outcomes beforehand.

Excellent aesthetics. Clear aligners’ unique feature of being almost invisible provides a discreet look
for patients who consider orthodontic treatment as a private matter.

Improved oral hygiene. Patients can remove aligners for eating or social occasions, and most
importantly, for tooth-brushing and flossing so that their oral hygiene is not compromised.

More comfort. Our clear aligners are made of our proprietary material that is less likely than metal
wires and braces to irritate the soft tissues of the mouth, providing considerably more comfort to patients
than conventional braces during their treatment process.

Greater convenience. Our clear aligners have little impact on patients’ day-to-day routines while at
home, work or play as it is removable. Moreover, compared to conventional braces, our clear aligner
treatment solution drastically reduces the frequency and length of follow-up visits for patients.

OUR ANGELALIGN CLEAR ALIGNER SYSTEM

Our proprietary digital orthodontics solution, Angelalign clear aligner system, consists of a trio of
components:

. Digitally-assisted case assessment support and treatment planning services. We provide
dental professionals, including orthodontists and GP dentists, with digitally-assisted case
assessment support and treatment planning services. We have built our own stomatology team
to help dental professionals design, review and modify treatment plans.

. Clear aligners. Our clear aligners are designed and tailor-made according to specific treatment
plans for individual patients. We currently design and manufacture four lines of clear aligners,
namely Angelalign, Angelalign Pro, Angelalign Kid and COMFOS. By applying calculated
forces to teeth and moving them into an optimal position, our clear aligners help treat
malocclusion with more comfort and reduced treatment time and clinic visits.

. Cloud-based service platform. Our iOrtho, a cloud-based service platform, allows dental
professionals to perform multiple tasks in the entire treatment process, including (1) placing
orders with us; (2) reviewing, modifying and finalizing their treatment plans online with the
help from our medical designers, and (3) reviewing, editing and managing medical records of
their patients.
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Digitally-assisted Case Assessment Support and Treatment Planning Services

At the core of our Angelalign clear aligner system lies the design of an effective orthodontic
treatment plan which requires the parameters and velocity of the tooth movements to be uniquely
calculated for each tooth depending upon the crown shape, root size and position in the arch, based on
accurate and reliable diagnosis results. Over the past years, we have developed strong medical and
technological capabilities based on our continued scientific research and development of clinical
stomatology, as well as robust software development and data analytics capabilities, to empower dental
professionals in this regard. We provide dental professionals with digitally-assisted case assessment
support and/or treatment planning services as appropriate.

We primarily deliver our digitally-assisted case assessment support through Make It, a built-in case
assessment support module of iOrtho. Benefiting from its compatibility with all major intraoral scanners
and the resulting immediate transmission of the scan data, dental professionals can present to a prospective
patient an image of his/her own current dentition next to his/her simulated final position after the treatment
through a dual view layout within a few minutes of dental scanning.

Our intelligent technologies and sophisticated medical design personnel form the backbone of our
strong treatment planning capabilities. We have developed A-Treat, a digital treatment planning platform
using our technology accumulation in many frontiers, such as 3D computer graphics, data mining, machine
learning and artificial neural network. It is embedded with digitalized critical medical rules governing the
clinical protocols for teeth movement, which have been repeatedly deliberated and verified by our medical
designers. Our algorithms are able to keep records of dental professionals’ treatment planning preference
on A-Treat, which enables us to reduce our communication costs with them in the long run, as well as to
provide treatment plans to their satisfaction in an efficient and prompt way. We therefore have cultivated
long-term stickiness and loyalty from dental professionals.

Moreover, in order to help dental professionals formulate optimal and more customized treatment
plans, we have launched Angelalign Zhimei, an intelligent design optimization system that consolidates
multiple intelligent computing and analysis tools. On top of the standardized treatment plans we present,
Angelalign Zhimei accommodates the specific demand of each dental professional through integration of
their input of customized parameters with medical rules and the accumulated expert plans embedded in our
A-Treat system on a real-time basis. With the combination of outputs of masterForce and masterEngine,
and leveraging our repository of Asian-specific stomatology data, Angelalign Zhimei is capable of
delivering optimal and customized treatment plans through optimization of orthodontic forces and features
of clear aligners.

We also have assembled the largest medical designer team in the dental service area in China,
according to the CIC Report, with over 400 members as of the Latest Practicable Date, which was led by
our stomatology expert team.

To help a dental professional design a treatment plan for his or her patients, we start with analyzing
all the dental data of the patient. Dental professionals will send us a patient’s treatment data package for
our analysis. We encourage dental professionals to submit an intraoral digital scan instead of a physical
polyvinyl-siloxane impression using dental scanners through iOrtho. Based on the examination and
analysis of the digitalized data package, our medical design department will formulate a treatment plan,
which is subject to subsequent review, modification and optimization. Once the dental professional
approves the treatment plan, we will output it for manufacturing of clear aligners.

We focus on creating synergies with dental professionals who have profound clinical experiences and
established strong and long-standing relationships with us. We believe these dental professionals play
critical roles in driving the improvement of our treatment planning capabilities by providing first-hand
professional feedback and input to our solutions. Therefore, we provide them access to our state-of-the-art
medical and technology platforms to experiment and modify their innovative treatment methods.
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Our Clear Aligners

Clear aligners are custom-manufactured, transparent and removable orthodontic appliances that
cover patients’ teeth to provide orthodontic treatment. They are designed to move patients’ teeth in small
steps to the desired final position prescribed by dental professionals. Aligners are commonly worn in pairs
over the upper and lower dental arches. Patients wear a pair of aligners over a certain period before they
discard and replace them with the next pair. This process is repeated until the treatment is completed.

Our clear aligners have gained market recognition since it was approved by the SFDA (now known
as the NMPA) and first marketed in 2006. We currently market four lines of clear aligners, including
Angelalign, Angelalign Pro, Angelalign Kid and COMFOS. Our diversified clear aligners, in synergy with
our medical and technological services, allow dental professionals to deliver effective treatment for a
growing number of malocclusion cases with varying complexities and for an enlarging patient base of a
broad spectrum of ages and different spending powers. The following table sets forth the approximate
retail price suggested by us for the nine months ended September 30, 2020.

Product line Suggested retail price
Angelalign . ... ... . . ... RMB32,000
Angelalign Pro ... ... ... .. . .. . . RMB40,000
Angelalign Kid ... ..... ... . . . . . . . .. ... RMB26,000
COMFOS . ... RMB24,000

The following table sets forth the case shipments by type of clear aligners for the periods indicated.

Nine months

ended
Year ended December 31, September 30,
2018 2019 2020
Angelalign. ... ... ... ... ... ... . ... 60,700 78,800 55,400
Angelalign Pro .. ...... ... ... . ... ...... 15,800 24,700 23,000
Angelalign Kid .. ......... ... ... ... .... — 2,200 3,600
COMFOS . ... ... . . . . . ... 1,200 14,400 19,700

Angelalign

Since its first launch in 2006, Angelalign has become a classic product of our Company, which can
be used for a wide range of malocclusion, including overly-crowded teeth, widely-spaced teeth, open-bite,
deep-bite, cross-bite, and under-bite.

Based on each patient’s treatment plan and orthodontists’ clinic diagnosis, we customize each set of
Angelalign aligners on a case-by-case basis. Each pair of Angelalign aligner is typically worn over a
two-week period before switched to the next set. To achieve precise and constant tooth movement, we
recently upgraded Angelalign aligners using our most cutting-edge proprietary material, masterControl S.
See “— Our Technology and Data Platforms — masterControl” for details.

Angelalign Pro

We launched Angelalign Pro in 2016 based on our profound understanding of clear aligner materials
science and orthodontic force calculation. Angelalign Pro is our premium aligner product featured with
masterMulti, a multimode treatment approach that utilizes diverse aligner materials with complementary
mechanical properties to achieve different movement progress at different stages during the treatment.
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As the first multimode clear aligner in the world, according to the CIC Report, Angelalign Pro, in
its latest version, features two sets of aligners using our most advanced clear aligner materials, which are
worn alternately. The first pair of Angelalign Pro aligner is made of softer material, which is typically
worn over a one-week period before switching to the second pair of harder aligner, which is worn over
a three-day period. Angelalign Pro helps patients garner the benefits of both sets of aligners: the soft
aligner can rapidly start the movement of teeth, while the hard aligner is more accurate in terms of
controlling the tooth movement. As a result, Angelalign Pro is more accurate, efficient and comfortable,
and is able to further shorten the length of the treatment cycle by approximately 30% without
compromising treatment accuracy. Due to its multimode feature, Angelalign Pro can be used to address
more complex orthodontic cases that cannot be easily treated by Angelalign. As a result, we continuously
expand the coverage of our Angelalign clear aligner system.

Angelalign Kid

In 2019, we expanded into children’s clear aligner treatment market by officially launching
Angelalign Kid, which is China’s first comprehensive clear aligner treatment solution designed for
children aged between six and 12, according to the CIC Report. Our Angelalign Kid solution consists of
the specifically-designed clear aligners, the bucc-labial shield and a set of functional fitness exercises for
muscles.

As children’s constant teeth growth and unpredictable muscle and jaw bone development make it
extremely difficult to address their orthodontic needs with a series of pre-calculated and manufactured
clear aligners. Traditionally, orthodontic treatment was only applicable to patients aged above 12 who have
been through the permanent tooth eruption process. Angelalign Kid represents a shift in approach from ex
post treatment towards early intervention. By incorporating three diverse treatment methods, our
innovative Angelalign Kid effectively addresses the special orthodontic and facial appearance needs for
children, which allows us to expand patient base for our Angelalign clear aligner system.

Angelalign Kid realigns children’s teeth with mild orthodontic force and makes room for the growth
of permanent teeth, and thus lowers the chance of tooth extraction for subsequent treatment. We design
and tailor-make specific types of attachments for each child, which are 36% smaller and 32% stronger in
fixation than regular attachments, to better wrap up their deciduous teeth, the crowns of which are usually
lower than permanent teeth. In addition, by combining the clear aligners, the bucc-labial shield and the
functional fitness exercises for muscles alternately in line with the progress of children’s tooth growth and
muscle and jaw bone development, Angelalign Kid provides children a better oral environment for the
growth and development of their permanent teeth, facial muscles and jawbones.

COMFOS

In 2017, we launched COMFOS, a good value-for-money product in response to the growing demand
for aesthetics of the young generation with moderate malocclusions. COMFOS is generally applied to
patients with common malocclusions. Since its launch, COMFOS rapidly gained popularity among the
young generation seeking to improve their smiles in a fast, convenient, comfortable and affordable
manner, as it caters to their willingness to pay and spending power. We believe that with COMFOS, we
enable dental professionals to extend their outreach to patients of a broader spectrum of spending powers.

COMFOS is made of masterControl and crafted with our advanced automated manufacturing and 3D
printing technologies. Empowered by our artificial intelligence treatment planning system and assisted by
our professional medical design team, dental professional will be able to deliver effective treatment
solutions in a timely manner.
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Other innovative appliances and attachments

In addition to clear aligners, we have developed a series of innovative appliances and attachments
that can be added on to our various clear aligners to achieve optimal treatment results. For example, we
launched angelButton, a proprietary traction product. It can be placed at any position on aligners and,
therefore, can address intruding anterior teeth, multi-direction traction, vertical position adjustment,
traction for single maxillary tooth extrusion, arch width coordination, inter-maxillary traction, impacted
teeth extrusion, and traction for missing teeth. Dental professionals are allowed to flexibly design traction
without restriction with angelButton. Moreover, empowered by Al-enabled accurate positioning, dental
professionals no longer need to trim the traction cut manually, and thereby avoid disrupting alignment
force and improve treatment efficiency. We also recently launched angelArm, the world’s first mandibular
appliance that features active force application, according to the CIC Report. Enriched with features such
as lock design, force indication and adjustable length, angelArm increases the precision and control of
force application and expands addressable occlusal structures. The coordinated application of angelArm,
angelButton and our various clear aligners provide solutions to skeletal malocclusion such as maxillary
protrusion and mandibular retrusion, which is typical among Asian malocclusion cases, and demonstrates
excellent efficacy and safety.

iOrtho

To aid dental professionals in the treatment of their patients, we developed iOrtho, a cloud-based
multifunctional service platform, in 2013. It provides dental professionals with a variety of services, such
as order management, review and approval of treatment plans, and information collection and transfer.
Empowered by its cloud data processing capabilities and multiple modules consisting of personal
computers and mobile devices, iOrtho enables dental professionals to access, manage and assess their
orders and treatment plans anywhere at any time. In addition, dental professionals are able to borrow from
others’ experiences and ideas by reviewing select past treatment plans available for reference on the
platform.

We continuously upgrade iOrtho and enhance its features to adapt to changing demands and
preferences of dental professionals. For example, in response to the increasing preference of submitting
an intraoral digital scan instead of a polyvinyl-siloxane impression of the relevant dental arches among
dental professionals, we have made iOrtho compatibility with all major intraoral scanner providers and
achieved immediate transmission of the scan data. As a result, through Make It, dental professionals can
present to a prospective patient an image of his/her own current dentition next to his/her simulated final
position after the treatment through a dual view layout within a few minutes of dental scanning. As such,
iOrtho can help dental professionals to market our clear aligners and acquire patient users more
effectively. We also improved the accuracy and efficiency of the medical record management module in
the latest version of iOrtho to optimize the user experience for dental professionals in their daily
operations. Recently, we upgraded iOrtho with artificial intelligence-driven data processing engine.
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The following screenshot shows the intuitive and integrated user interface of iOrtho.
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OUR TECHNOLOGY AND DATA PLATFORMS

Leveraging our scientific research results, we have developed a number of major technology and data
platforms, including masterForce, masterControl and masterEngine, as the bedrocks of our Angelalign
clear aligner system. As a biomechanics platform, masterForce helps achieve full-factor force simulation
and calculation in clear aligner treatment. Based on our biomechanics calculation through masterForce,
we developed masterControl, a clear aligner material platform, based on which we are able to develop
cutting-edge materials that deliver calculated ideal force for orthodontic tooth movements. Furthermore,
we have established masterEngine, an Al-based multimodal biological data platform, which enables
accurate, multi-scenario data extraction and fusion to assist dental professionals’ diagnosis and treatment
planning processes, and provides more comprehensive, reliable and accurate information for clinical
stomatology.

masterForce

It is critical to study the exact biomechanical mechanisms involved in the orthodontic treatment as
it is accomplished by applying precise forces to move the teeth. As a full-factorial orthodontic force
simulation system, masterForce aids physical mechanics testing with cutting-edge computer-aided
engineering technologies. It is involved in every aspect of the mechanics factor analysis of clear aligner
treatment, including basic mechanical properties of aligner materials, structural mechanics, forces and
moments, and force regressions of aligner materials. Its biomechanics simulation is able to visualize the
impact of force and movement of teeth, accurately predict orthodontic design deviation, make
compensation for such deviation, thereby delivering more desirable treatment outcomes for patients. As
of the Latest Practicable Date, we owned 14 registered patents in relation to masterForce.
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masterControl

Based on biomechanical analysis enabled by masterForce, we have established a sophisticated clear
aligner material platform, masterControl, to develop cutting-edge material that delivers gentle and
consistent forces to achieve anticipated clinical results. In 2016, we launched masterControl in
collaboration with the Dental Research Service Center at the University of California, Los Angeles, which
maintains more constant force over the period of wear time, and conforms to tooth morphology,
attachments and interproximal spaces more precisely to improve control of tooth movement throughout
treatment. According to the UCLA Dental Research Service Center, it was observed that masterControl,
compared with other aligner materials tested, is mechanically stronger while maintaining similar initial
strain conditions, and therefore, offers abundant orthodontic forces and energy throughout the treatment
process. It was also found that masterControl has higher resistance to plastic deformation and better elastic
recovery properties. Therefore, masterControl provides sustainable orthodontic forces after a given
amount of wear time. The UCLA Dental Research Service Center concluded that masterControl is a better
material for clear aligner application compared with typical aligner polymers.

Based on the system, we recently launched masterControl S, the next-generation of high-end
polymer developed for clear aligners, leveraging extensive biomechanics studies and the reverse design
results from the stomatology profiles of Chinese population. With a real sandwich structure, masterControl
S distinguishes itself with several primary advantages, including self-adaptivity, memorability,
superelasticity, tear resistance, stain resistance and improved invisibility. masterControl S overcomes the
inherent difficulty with traditional materials to achieve elasticity and resistance simultaneously and
accomplishes both comfort and control while patients are wearing clear aligners, which provides the
required mechanical feature for each tooth at any time and automatically adapts to demand of each patient.
Moreover, the memorability and hyperelasticity of masterControl S enables the clear aligners to maintain
its original shape throughout the treatment process and delivers gentle and consistent forces considered
ideal for orthodontic tooth movements.

masterEngine

In addition to our technology platforms, we have established masterEngine, an Al-based multimodal
biological data platform, based on our profound stomatology database. Leveraging the embedded deep
learning system of neural networks and full-cycle Al biomimetic system, masterEngine enables accurate,
multi-scenario data extraction and fusion to assist dental professionals’ diagnosis and treatment planning
processes, and provides more comprehensive, reliable and accurate information for clinical stomatology.
Benefiting from masterEngine, we recently launched the Intelligence Root System, which provides dental
professionals with direct, 360-degree observation of the real status of the tooth root and access to accurate
data regarding the movement of crown and root, with which they can assess the cases and create and
modify treatment planning for optimal clinical results.

We safeguard our data platform in strict accordance with our internal protocols and procedures. See
“— Data Privacy and Security.”

RESEARCH AND DEVELOPMENT

Orthodontic treatment involves complex medical procedures with multidisciplinary technologies,
which transcends the mere fixing of crooked, uneven, discolored or misshapen teeth that shy away from
smiling. We have developed our Angelalign clear aligner system underpinned by the integrated application
of our dedicated and relentless scientific research efforts on a range of relevant subjects, including clinical
stomatology, biomechanics, materials science, computer science and intelligent manufacturing
technologies.
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We believe our success is largely attributable to our strong R&D capabilities and our continued
commitment to R&D efforts. We are committed to investing in world-class technology development to
continually develop and bring to market innovative clear aligner treatment solutions, and to redefine and
improve industry standards. In 2018, 2019 and the nine months ended September 30, 2020, our research
and development expenses were RMB50.2 million, RMB80.9 million and RMB58.9 million, respectively,
representing 10.3%, 12.5% and 9.8% of our revenue in the same periods, respectively. In 2018, 2019 and
the nine months ended September 30, 2020, we had 11, 10 and 21 research projects, respectively.

We are committed to recruiting new talent to join our R&D team. We attend campus recruitment
events on a regular basis to hire qualified graduates with outstanding academic records. We also seek to
hire R&D personnel with experience in the relevant fields. We attract new R&D talent by offering
competitive compensation packages, career development opportunities and trainings designed to enhance
their technical skills and professional knowledge. As of September 30, 2020, we had a research and
development team of 120 members, representing 9.3% of our total employees in the same period. In
addition, we collaborated with renowned Chinese higher education institutions, stomatology hospitals,
medical schools and other research institutions in relation to our R&D initiatives. We generally enter into
a legally binding cooperation agreement with such entities for joint R&D projects.

Our R&D Initiatives

Our research and development activities are directed toward developing the technological
innovations that we believe will deliver our next generation of orthodontic solutions. These activities
range from accelerating product and clinical innovation to developing manufacturing process
improvements to researching future technologies and products. Specifically, we take research and
development initiatives in the following five major areas:

Intelligent
Manufacturing

Clinical i

_____

Stomatology
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Clinical stomatology

Our Angelalign clear aligner system is in large part dependent on our research results of clinical
stomatology. According to the CIC Report, Asian malocclusion cases are usually more complicated
compared to other ethnic groups. As a result, we specifically focus on formulating rules and systems for
Asian-specific orthodontics treatment plans. We also have assembled the largest medical designer team in
the dental service area in China, according to the CIC Report, with over 400 members as of the Latest
Practicable Date, which was led by our stomatology expert team. Our stomatology team is led by Dr. Jie
Tian, our chief medical officer, who pioneered the application of clear aligner treatment in China and has
over 30 years of experience in clinical stomatology and clear aligner treatment.

We have forged strategic partnerships with a number of prestigious stomatology hospitals and
research institutions in China. In 2014, we collaborated with Sichuan University Huaxi Stomatology
Hospital (V8| KEHEP 1 5B) to establish a digital orthodontics treatment and training center in
Chengdu. In 2015, we collaborated with Nanjing Stomatology Hospital (F§At I E%&F%) to establish a
digital orthodontics testing center in Nanjing, Jiangsu province.

Biomechanics

Orthodontic tooth movement is accomplished by applying forces to teeth. It is necessary to control
the force system for the movement of both the root and crown of each tooth for excellent orthodontic
treatment. Therefore, we have devoted significant resources to the study of the control of the force system
in order to provide excellent control of tooth movement.

We conduct our biomechanics study based on masterForce, which can help us achieve full-factorial
simulation and calculation of biomechanics in the following ways, including (1) multi-faceted
visualization of orthodontic force and tooth movement, (2) accurate prediction of variations in treatment
planning, (3) accurate calculation of compensation in treatment planning, and (4) optimized treatment
planning based on orthodontic biomechanics. See “— Our Technology and Data Platforms —
masterForce” for details. We thereby design innovative force-enhanced features on aligners, such as
various attachments and appliances, such as the angelButton traction product. In addition, we develop our
A6 solution for mandibular retrusion, A7 solution for patients in need of extraction of premolars, and A8
molar distalization solution, based on extensive biomechanics study.

In addition, we established a Translation Medicine Research Platform on Oral Biomechanics and
Artificial Intelligence with Ninth People’s Hospital, Shanghai Jiaotong University School of Medicine (_t
Vg A8 AR B e I 55 LN BE) in 2020 to further explore the fundamental mechanisms of
biomechanics in tooth movement, leveraging big data and artificial intelligence technologies. We also
sponsored a number of clinical research projects in Sichuan University Huaxi Stomatology Hospital and
Peking University Hospital of Stomatology to validate and verify different treatment plans proposed by
biomechanical analysis.

Materials science

The properties of materials have a significant influence on the performance of clear aligners.
Accordingly, we strive to continuously upgrade the materials used for our clear aligners in order to seek
a balance between comfort and efficiency, and to achieve precise control. For example, we recently
launched masterControl S, a new generation of high-end polymer developed for clear aligners based on
extensive biomechanics studies and the reverse design results from the stomatology profiles of Chinese
population. See “— Our Technology and Data Platforms — masterControl” for details.
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Computer science

We focus our R&D efforts on computer science and software development. We continually upgrade
our proprietary intelligent planning and optimization system to enhance computer analysis of treatment
data and to reduce time spent on judgmental tasks for each case, thereby increasing the efficiency of our
medical designers. We are enhancing the functions of iOrtho with embedded Angelalign Zhimei and Make
It. We are also inventing the chairside design tool for target teeth position. In addition, we are committed
to improving our data analytics and machine learning capabilities to further optimize our digital
orthodontics solutions. For example, in December 2020, we established the ZJU-Angelalign Joint
Research & Development Center for Intelligent Healthcare (H#77LAEE:-REA R (R 2 B R Wi &5 WF 78 0
with Zhejiang University (VLK) for digital orthodontics and the application of artificial intelligence
technologies in the dental and oral area. Additionally, we are developing the automation digital model
processing technology. See “— Our Technology and Data Platforms — masterEngine” for details.

Intelligent manufacturing technologies

Since the manufacturing process of our products requires substantial and varied technical expertise,
we believe that our manufacturing capabilities are paramount to our success. In order to produce
customized products with high precision and premium quality, we have developed a number of proprietary
manufacturing processes and technologies. In particular, we have adopted 3D printing and production
automation technologies to increase the efficiency and consistency of our manufacturing process. To
improve the precision of our teeth molds and clear aligners, we also compose a method to evaluate the
precision of 3D printing for teeth molds and develop high-precision cutting technology for clear aligners
based on six-axis robots. In addition, to improve efficiency and increase the scale of our operations, we
continue to invest in the development and optimization of automated systems for the fabrication and
packaging of aligners. In 2020, we established a joint innovation center in collaboration with Jiangsu
Industrial Technology Research Institute (VL#RE 2 EFMBIFCPE) focusing on manufacturing
technologies and materials science innovations. See “— Our Intelligent Manufacturing” for details.

OUR INTELLIGENT MANUFACTURING

We produce customized clear aligners with premium quality and high tolerance through a “mass
customization” model based on state-of-the-art intelligent manufacturing technologies, including complex
software solutions, 3D printing, rapid prototyping methods and automated production lines.

During the Track Record Period, we have not experienced any material or prolonged stoppage of
production due to equipment failure, and we have not experienced any material accidents during our
manufacturing process.

Our Mass Customization Process

After a treatment plan is generated by us and approved by the corresponding dental professional, we
start to manufacture all the clear aligners pertinent to the specific treatment plan in our manufacturing
facilities located in Wuxi, Jiangsu province.

On the one hand, each aligner is custom-built, and must be precisely calibrated and manufactured to
fit each patient’s teeth positions at each stage of the corresponding treatment plan. On the other hand, we
must achieve mass production to lower our costs and increase scale of operations. Enabled by technologies
including 3D printing and automated production line, we have introduced the “mass customization” model
to mass-produce custom-tailored clear aligners. Our “mass customization” process is generally divided
into four main stages, including (1) 3D printing of teeth molds depicting the future position of the patient’s
teeth based on the approved treatment plan, (2) aligner fabrication by pressure-forming polymeric sheets

- 128 -



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

BUSINESS

over each teeth mold, (3) trimming, polishing and quality check of the clear aligners, and (4) sorting and
packing of all finished aligners based on the designated identification codes in our automatic sorting
system. Subsequently, all sets of aligners of each individual patient will be packed together and shipped
to the prescribing dental professional of such patient.

Manufacturing Facilities

Our principal manufacturing facilities are located in the Wuxi (Huishan) Life Science and
Technology Industrial Park in Jiangsu Province, China, with an aggregate area of approximately 9,000
square meters. The following table sets forth our production capacity, production volume and utilization

rate of our clear aligners for the periods indicated.

Nine months

ended
Year ended December 31, September 30,
20189 2019 2020
(unit in thousands, except for the percentages)
Production capacity(l) ................... 6,800 15,800 14,300
Production volume™® .. ... ... .. .......... 6,770 12,150 11,640
Utilization rate®™® . .. ... .. ... .. .......... 99.6% 76.9% 81.4%

(1) Production capacity is calculated based on the assumption that our manufacturing facilities operate 520 hours per
month.

(2) Production volume refers to the number of units produced in a given period.

3) Utility rate is calculated by dividing the production volume of a given period by the production capacity of the same
period.

4) We had commenced the mass production utilizing our automated production lines since July 2018.

Our production capacity generally increased during the Track Record Period, primarily due to the
commencement of production on our newly established automated production lines. The utilization rate of
our production facilities decreased from 2018 to 2019, primarily due to the under-utilization of our newly
established automated production line during the trial stage. The utilization rate of our production
facilities increased from 2019 to the nine months ended September 30, 2020, primarily due to the full
operation of our newly established automated production line, partially offset by the impact of COVID-19
pandemic in the first half of 2020.

3D printing

We use the 3D printing technology to produce a series of teeth molds depicting the future position
of each patient’s teeth, which is essential to the manufacturing of clear aligners.

3D printing is a precise production technology that can produce teeth molds that match the
complexity and uniqueness of each individual patient’s tooth movement. As a computer-controlled
production process, 3D printing forms a teeth mold with around 200 successive layering of materials in
accordance with a 3D model.

We have established China’s largest 3D printing base in dental application in our Wuxi
manufacturing facilities and deployed the 4th generation 3D printers, which are the most advanced ones
for dental appliances, according to the CIC Report. Our 3D printers, with custom build-in parameters to
address our demand for large scale production, perform approximately 25% to 50% faster than the industry
average.
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Automated production line

Historically, we manufactured all our clear aligners manually. In 2017, we built our first automated
production line in Wuxi manufacturing facilities, which commenced commercial production in 2018.
Equipped with our advanced computer-aided technologies, the automated production line can minimize
human error in the manufacturing process to the largest extent and double our production efficiency. As
of September 30, 2020, we manufactured our clear aligners primarily through our automated production
line. Going forward, we expect to maintain our manual production capabilities to fabricate clear aligners
for extremely complicated cases and for purposes of our research and development efforts and clinical
studies.

Manufacturing execution system

Manufacturing execution system (the “MES”) plays an important role in controlling and monitoring
in real time the entire production process through which raw materials are converted into finished goods.
MES forms a link between our enterprise information system and our systems for production processes and
data collection. It documents the critical inputs of each workflow and is highly integrated with our
automated manufacturing equipment. MES generates dynamic production schedules, accommodates
multiple rework solutions, provides traceable production data and allows process customization, which
enables faultless and agile manufacturing and increase our production efficiency.

Expansion Plan

As the second largest in the world, China’s overall clear aligner market, in terms of retail sales
revenue, is expected to increase from US$1.4 billion in 2019 to US$11.9 billion in 2030 at a CAGR of
21.5%, according to the CIC Report. Moreover, we believe that the enormous yet underpenetrated market
will present great upside potential. In anticipation of such increase in demand, we plan to further enhance
our “mass customization” production capacity by expanding our manufacturing facilities and increasing
the degree of manufacturing automation and efficiency at our existing and new sites.

We own the land use right to one parcel of land located in Wuxi city with a site area of approximately
68,883 square meters. As advised by our PRC legal advisors, we have obtained the land use certificate for
such parcel of land and legally owned the land use right, which will expire in February 2069. We are in
the process of constructing our Chuangmei Center on the parcel, which comprises new manufacturing
facilities and a research and development center with a gross floor area of approximately 126,000 square
meters. The new manufacturing facilities in our Chuangmei Center, once fully commissioned, are expected
to have an ultimate annual designed production capacity of approximately 100 million units of clear
aligners. We expect to commence production in our Chuangmei Center with the first few established
automated production lines by the end of 2021 after we obtain relevant permits, certificates and approvals,
such as a certificate for passing construction completion inspections and a medical device production
permit.

We expect to incur total investment of approximately RMB[REDACTED] million for the
construction of Chuangmei Center, which will be primarily funded by [REDACTED] from the
[REDACTED]. See “Future Plans and Use of [REDACTED].” The following table sets forth certain
details of our expansion plans.

Approximate Construction Expected Expected
gross floor commencement construction aggregate capital
Project area date completion date” expenditure
(RMB in
(sq. m.) millions)
Production Plant . ......... 56,000 September 2020 December 2023 [REDACTED]
Research Center . ......... 70,000 July 2022 July 2024 [REDACTED]

(1) Represents the completion date for the construction of the new plant and deployment of certain automated production
lines.
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We may face a number of challenges in implementing our expansion plans, such as procurement of
sales orders and raw materials, and maintaining quality control. We intend to further improve the
automation levels of our production process to reduce our dependence on labor to the largest extent.
Moreover, we intend to capture market growth and expand our market share by leveraging our leading
market position and expanding distribution network. We also seek to continue to improve our inventory
management and our procurement process in order to ensure a sufficient supply of raw materials, and to
continue to invest in and improve our quality control procedures and systems. However, we may face
failure or delay in implementing our expansion plan. See “Risk Factors — Risks Relating to Our Business
and Industry — If we fail to implement our expansion plan as planned, our business and prospects could
be materially and adversely affected.”

QUALITY CONTROL

Product quality is vital to our business, since any potential quality defect may cause significant risks
to patients. As such, we are committed to developing and producing high quality products in compliance
with international and applicable domestic standards, regulations and directives. We have established what
we believe to be a stringent quality management system. We have a quality and regulatory affairs
department and devote significant resources to quality management of our products.

As of September 30, 2020, we had a quality control team of 37 members. Our quality control team
is responsible for formulating and implementing our quality control policies, and conducting inspections
of raw materials, production processes and finished products to identify quality defects. We have strictly
followed the ISO 13485 quality management system for medical devices.

During the Track Record Period and up to the Latest Practicable Date, we had not received any
material complaints about product quality and our products had not been subject to any material claim,
litigation or investigation. In addition, during the Track Record Period and up to the Latest Practicable
Date, there were no product recalls or fatal accidents related to our products.

OUR CUSTOMERS

Our customers primarily include public hospitals and private dental clinics. We also recognize
distributors as our customers. See “— Sales and Distribution — Sales through Distributors.”

Revenue generated from our top five customers accounted for 11.7%, 13.5% and 13.6% of our total
revenue in 2018, 2019 and the nine months ended September 30, 2020, respectively, and revenue generated
from our largest customer accounted for 4.1%, 3.8% and 3.5% of our total revenue in the same periods,
respectively. The following table sets forth certain information of our top five customers during the Track
Record Period.

Approximate
length of
relationship as of
Transaction Percentage of the Latest
Customer amount total revenue  Practicable Date Principal business
(RMB in
millions) (%) (Years)
For the nine months ended September 30, 2020
Customer A . .......... 20.7 3.5 four distribution of
medical devices
Customer B .. ......... 17.3 2.9 four distribution of
medical devices
Customer C ... ........ 16.6 2.8 four aesthetic medicine
services
Customer D ... ........ 13.4 2.2 three dental care services
Customer E .. ... ...... 13.4 2.2 four distribution of

medical devices
Total . ................ 81.4 13.6 — —
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Approximate
length of
relationship as of
Transaction Percentage of the Latest
Customer amount total revenue  Practicable Date Principal business
(RMB in
millions) (%) (Years)
For the year ended December 31, 2019
Customer C ... ........ 24.9 3.8 four aesthetic medicine
services
Customer A ... ........ 19.2 3.0 four distribution of
medical devices
Customer B ... ........ 15.2 2.4 four distribution of
medical devices
Customer D . .......... 14.4 2.2 three dental care services
Customer F .. ... ...... 13.5 2.1 five dental care services
Total .. ............... 87.2 13.5 — —
For the year ended December 31, 2018
Customer C .. ......... 19.8 4.1 four aesthetic medicine
services
Customer F .. ... ...... 14.3 2.9 five dental care services
Customer D ... ........ 7.8 1.6 three dental care services
Customer G . .......... 7.8 1.6 four dental care services
Customer B .. ......... 7.3 1.5 four distribution of
medical devices
Total . ................ 57.0 11.7 — —

We entered into direct sales agreements with hospitals and dental clinics, and distribution agreements
with our distributors, respectively. See “— Sales and Distribution” for details.

As of the Latest Practicable Date, except for Customer E, an affiliate of our Controlling Shareholder,
none of our Directors, their close associates or any shareholders which, to the best knowledge of our
Directors, owned more than 5% of our issued share capital as of the Latest Practicable Date, had any
interest in any of our top five customers.

OUR SUPPLIERS

Our suppliers primarily include suppliers of clear aligner raw materials, vendors of our
manufacturing equipment and consumables, logistics service providers, and marketing service and event
planning service providers. We select our suppliers based on the quality and prices of their supplies and
our business needs. Purchase from our top five suppliers accounted for 70.9%, 79.0% and 81.3% of our
total purchases of such products and services in 2018, 2019 and the nine months ended September 30,
2020, respectively, and purchase from our largest supplier accounted for 32.6%, 35.4% and 35.8% of our
total purchases in the same periods, respectively. The following table sets forth certain information of our
top five suppliers during the Track Record Period.

Approximate
length of
Percentage of relationship as of
Transaction total cost of the Latest Major products/services
Supplier amount procurement Practicable Date purchased by us
(RMB in
millions) (%) (Years)
For the nine months ended September 30, 2020
Supplier A . ........... 39.0 35.8 four manufacturing raw
materials
Supplier B............ 31.3 28.7 four 3D printers and
manufacturing
consumables
Supplier C............ 11.1 10.2 nine logistics services
SupplierD............ 3.9 3.6 nine logistics services
Supplier E .. .......... 3.3 3.0 four marketing services

Total .. ... ... ......... 88.6 81.3 — —
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Approximate
length of
Percentage of relationship as of
Transaction total cost of the Latest Major products/services
Supplier amount procurement Practicable Date purchased by us
(RMB in
millions) (%) (Years)
For the year ended December 31, 2019
Supplier B............ 60.9 354 four 3D printers and
manufacturing
consumables
Supplier A .. .......... 55.7 32.4 four manufacturing raw
materials
Supplier C............ 10.9 6.3 nine logistics services
Supplier E . ........... 5.0 2.9 four marketing services
Supplier F .. .......... 3.4 2.0 three event planning
services
Total . ................ 135.9 79.0 — —
For the year ended December 31, 2018
Supplier A . ........... 51.6 32.6 four manufacturing raw
materials
Supplier B. . .......... 43.7 27.7 four 3D printers and
manufacturing
consumables
Supplier C............ 6.2 3.9 nine logistics services
Supplier G............ 5.4 34 five marketing services
Supplier H. .. ......... 5.3 3.3 four marketing services
Total . ................ 112.2 70.9 — —

As of the Latest Practicable Date, none of our Directors, their close associates or any shareholders
which, to the best knowledge of our Directors, owned more than 5% of our issued share capital as of the
Latest Practicable Date, had any interest in any of our top five suppliers.

Raw Materials

The principal raw materials for our clear aligners include composite polymer materials (in
splint/sheet form). We typically enter into legally-binding procurement agreements with our raw materials
suppliers, under which the suppliers are obligated to fulfill each of our procurement order on demand. The
procurement agreement typically includes the following major terms.

. Term and renewal. The procurement agreements generally remain in force until they are
terminated or replaced by new arrangements.

J Purchase amount. The procurement agreements may stipulate a minimum purchase amount in
some cases.
. Pricing arrangements. We generally stipulate a fixed price for each unit of raw materials we

purchase in the framework procurement agreements, in particular with our major suppliers, and
therefore, effectively manage our costs against the market price inflation of the relevant raw
materials. The agreements may allow us to negotiate price adjustment under certain
circumstances.

J Payment method and credit period. Payments generally will be made by us in a lump-sum or
installments via bank transfer. We are generally allowed to have a credit period ranging from
30 to 60 days.
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. Raw materials return/exchange. We examine raw materials when we receive them and may
return any raw materials that do not meet our requirements within a specified period.

. Raw materials quality. Suppliers are subject to standard quality control terms specified or
referenced to in the agreement.

. Exclusivity. We may require certain suppliers not to sell the relevant raw materials to third
parties in the territory and within the time period prescribed in the agreement.

. Confidentiality. Both parties shall keep confidential of the information acquired in the
performance of the procurement agreement.

. Termination. The procurement agreements can be terminated without cause upon written
consent from both parties. Either party can also terminate the agreement upon material breach
by the other party.

We select our raw material suppliers based on stringent criteria and applicable laws and regulations.
We consider, among other things, their product capacity, quality accreditations, technological level,
pricing, reputation and delivery capacity. Our raw materials suppliers are required to possess all licenses
and permits necessary to conduct their operations. We also conduct annual evaluation of our major
suppliers. When it comes to our attention that any supplier’s products manifests material defects that may
adversely affect the quality of our clear aligners, we have the discretion to terminate any purchase from
that supplier and take measures accordingly to reduce any risk it may have on our clear aligners.

During the Track Record, we have engaged a limited number of suppliers for key raw materials and
production equipment to manufacture our clear aligners. See “Risk Factors — Risks Relating to Our
Business and Industry — We have engaged a limited number of suppliers for raw materials and
manufacturing equipment of our clear aligners, which may render us vulnerable to supply shortages,
quality issues and price fluctuations and could materially and adversely affect our business, results of
operations, financial condition and prospects.” We have maintained stable and long-term relationships
with these major raw material suppliers. In addition, we believe that we will be able to secure alternatives
for our major raw materials as and when required. Our Directors confirmed that, during the Track Record
Period and up to the Latest Practicable Date, we had not experienced any material disputes with suppliers,
difficulties in the procurement of raw materials, interruptions in our operations due to a shortage or delay
of raw materials or significant fluctuations in raw material prices.

Inventory Control

As we manufacture customized aligners on a build-to-order basis, we do not build or maintain a
significant inventory of finished products. Finished aligners enter the warehouse before they are shipped
to customers. We count the finished products in the warehouse on a daily basis and record each entry and
delivery of finished products. As a result, our inventories primarily include raw materials, and to a much
lesser extent, work in progress and finished goods that have not been delivered yet. As of December 31,
2018 and 2019 and September 30, 2020, we had inventories of RMB21.7 million, RMB22.8 million and
RMB14.5 million, respectively. We maintain our inventories of raw materials primarily according to the
projected demand from our customers and distributors and the estimated production time of our products.
We typically maintain an inventory level of one month to meet the procurement needs of our distributors
and customers. See “Financial Information — Discussion of Major Balance Sheet Items — Inventories”
for details.
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SALES AND DISTRIBUTION

During the Track Record Period, we sold our services and products primarily in China, and to a much
less extent, in certain other countries and regions, including Australia and other Asian regions, through a
PRC distributor. We had approximately 0.4%, 0.4% and 0.4% of our total case shipments in overseas
markets in 2018, 2019 and the nine months ended September 30, 2020, respectively. We sell our services
and products either directly to hospitals and clinics or to our distributors, who in turn resell to hospitals
and clinics. As such, our customers consist of hospitals and clinics to which we sell directly and our
distributors. We recognize revenue generated from sales through distributors with the wholesale prices
entered into with our distributors. See “Financial Information — Critical Accounting Policies, Judgments
and Estimates — Revenue Recognition” for details. We generated 11.0%, 29.9% and 32.8% of our total
revenue from sales through distributors in 2018, 2019 and the nine months ended September 30, 2020,
respectively.

Direct Sales

We directly sell a substantial portion of our services and products to hospitals and dental clinics
through our wholly-owned subsidiary which holds the medical device business certificate. In line with
market practice, we typically grant our direct hospital and clinic customers a credit period ranging from
30 to 60 days. As of September 30, 2020, we had an in-house sales team of 201 members.

We generally enter into a clear aligner customization agreement with hospitals and clinic customers,
which typically includes the following major terms.

. Term and renewal. The agreement generally has a term ranging from one to two years.
Agreements with private hospitals and clinics are generally extendable for six months before
the expiry of the agreements.

. Purchase amount. The agreement generally does not stipulate a minimum purchase amount for
each customer.

. Pricing arrangements. The agreement generally stipulates different prices for different cases
depending on their complexity. Prices for additional services, such as delivery in advance and
additional aligner manufacturing, are stipulated at a fixed rate.

. Payment method. Payments generally will be made by our customers, including hospitals and
dental clinics, on a patient-by-patient basis in a lump-sum via bank transfer.

. Termination. The agreement can be terminated without cause upon written consent from both
parties. Either party can also terminate the agreement upon material breach by the other party.

Sales through Distributors

In addition to direct sales, we have engaged distributors to increase sales and market share by
leveraging their channel resources and, as a result, reduce our marketing cost. By doing so, we are able
to scale our operations and replicate our success into greenfield regions quickly and cost-effectively with
minimal incremental costs.
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According to the CIC Report, it is customary in the medical device industry, including the dental
medical device industry, to rely on or involve distributors for the sales to hospitals and clinics. The
adoption of the distributor model can provide several crucial advantages to clear aligner treatment solution
providers. Since the terminal clients for clear aligner treatment solution providers are generally medical
institutions of various types and sizes, distributors can utilize resources to help them reach the fragmented
target clients, which is especially beneficial to their expansion into greenfield regions. In addition, clear
aligner treatment solution providers can save their in-house resources as they can retain a more delicated
team of in-house sales and marketing personnel with superior understanding of the solutions and the
overall market while relying on distributors’ network and understanding of regional markets. Distributors
can also assist with customer retention for small and mid-sized clinics from fragmented markets as direct
sales team may find difficult to engage.

Under our distributor model, we typically set a fixed price in the distributorship agreements at a
discount compared to the direct selling price based on various factors, including the distributors’
distribution territory, channel resources, business volume and bargaining power. During the Track Record
Period, to the best knowledge of our Directors, except for those distributors controlled by two former
non-managerial employees and certain affiliates of our Controlling Shareholder, none of our distributors
had any past or present relationship (business, employment or otherwise) with our Company, our
subsidiaries, shareholders, directors, senior management or any of their respective associates. The
Directors confirm that the terms with the distributors controlled by two former non-managerial employees
and certain affiliates of our Controlling Shareholder are no different than those entered into with the other

distributors. See “Connected Transactions — Continuing Connected Transactions — Non-exempt
continuing connected transactions (subject to reporting, annual review, announcement, circular and
independent Shareholder’s approval requirements) — Clear Aligners Purchase and Sales Framework

Agreement” for details. During the Track Record Period, we did not provide any advance or financial
assistance to our distributors. To the best knowledge of our Directors, there is no other relationship or
arrangement (family, financing guarantee or otherwise in the past or present) between each of our
distributors.

Selection criteria

We have established distributor recruitment standards and process to make sure the distributors we
engage are effective and resourceful. We select our distributors based on their experience in the medical
device industry, particularly in orthodontics devices. In addition, they must possess the requisite business
licenses and permits to sell medical devices in China and have established relationships with hospitals and
dental clinics within their regions. The sales management team of each region verifies the information
about potential distributors and further screens the candidates using the following metrics: operating
qualification, local sales channel resources, operating directions, willingness of engagement, management
capability, and business reputation. We also review the qualifications of our distributors when our
contracts with them are due to be renewed.

Management of distributors

We proactively manage our distributors to ensure a healthy and orderly market condition, to maintain
supervision and understanding of the sales performance of our distributors and demand of our services,
and to protect our brand and reputation. We primarily rely on distribution agreements and supervision by
our sales and marketing personnel to manage and control our distributors. Our distributors are
contractually prohibited from selling competing clear aligners, and we authorize them to sell only within
their designated geographic regions. We may impose penalties such as termination of relevant distribution
arrangements if they are not complying with the terms of distributor agreements. We also conduct periodic
review of our distributors regarding their sales performance, the aging of their trade receivables, and their
contribution and coordination with respect to marketing campaigns, sales channels development, and
promotion of our training programs.
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Distribution network

We have a growing nationwide distribution network. As of September 30, 2020, we deployed 67
distributors, covering 29 provinces, municipalities and autonomous regions in China. Our distributors
include relative large-scale distributors of medical devices and pharmaceutical products with wide
coverage in terms of hospitals and geographical regions. We also engage certain small and medium-sized
distributors focused on providing ancillary services directly to hospitals in their target geographical
regions. Our distributors are not allowed to engage sub-distributors without our explicit approval. During
the Track Record Period, we barely involved sub-distributors. The following table sets forth the changes
in the number of our distributors for the periods indicated.

Nine months

ended
Year ended December 31, September 30,
2018 2019 2020
Distributors at the end of the previous
year/period™ . ... .. 18 37 55
Addition of new distributors® . ... ... ... ... 23 24 21
Termination of distributors® . ... .. ... ... .. 4 6 9
Distributors at the end of the year/period .. ... 37 55 67

(hH) Represents the number of distributors who had an effective distribution agreement with us at the respective year/period
end.

2) Represents the number of distributors who newly entered into a distribution agreement with us in the relevant
year/period.

3) Represents the number of distributors who did not renew, or terminated, their distribution agreements with us in the
relevant year/period.

The number of distributors we engaged during the Track Record Period generally increased as we
intended to utilize sales channels of distributors to expand our business in a more cost-effective manner
and increase our sales efficiency. We generally enter into a distribution agreement with our distributors.
The distribution agreement contains terms and conditions consistent with customary industry practice,
primarily including the principal terms.

. Term and renewal. The agreement generally has a term of one year, and are renewable by
mutual consent.

. Designated distribution territories. We designate certain distribution territory for each
distributor. Distributors are prohibited from distributing and marketing outside their own
distribution territory absent our prior approval.
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. Sales commitment. The distribution agreement generally sets a sales commitment for each
distributor, taking into consideration of the market potential of the designated territory and our
expansion requirement. Distributors are entitled to rebates in proportion with their sales
revenue after hitting the sales target while failure to fulfill their commitments gives us the right
to cancel their distributorship. As our clear aligners are customized based on each specific
treatment plan, we believe that our exposure to the risk of channel stuffing is remote.

. Pricing policies. The distribution agreement generally stipulates a fixed price for different lines
of products. We reserve the right to make price adjustment.

. Delivery. Unless otherwise stipulated, we deliver clear aligners to end users (i.e., dental
professionals) directly and generally bear the delivery cost.

. Non-compete. Our distributors and their employees are refrained from dealing or cooperating
with third parties that provide products or services similar with ours. Violation of the
non-compete arrangements is a cause for termination and may subject the violating distributor
to a fine.

. Compliance. Our distributors are responsible for conducting sales in accordance with the
relevant laws and regulations, and may not use any payments or other means prohibited under

PRC law to promote or sell our solutions.

. Credit period. We generally grant distributors a credit period of 30 to 60 days.

. Product return/exchange. We generally do not accept product returns or exchanges except for
products with quality defects. See “— Customer Service.”
. Suspension and termination. Under most distribution agreements, we are granted broad

discretion regarding suspending or terminating distributorships with our distributions. For
example, we may suspend the distributorship if the distributor fails to settle the payables
promptly and in full, materially breaches the terms under the distribution agreement and fails
to remediate such breach, or is subject to significant operational risk. In addition, we may
terminate the distributorship if the distributor undergoes a change of control without prior
notice to us, assigns the agreement in part or in full to a third party without our written consent,
or suspends its business for an aggregation of more than one month without our written
consent.

Customer Service

We strive to provide our customers with satisfactory customer services. As of September 30, 2020,
we had a customer service team of 34 members.

Our customer service team provides after-sales services to our customers, including correcting
delivery mistakes, returning products, and providing clinical trainings to clients and distributors. They also
visit clients and distributors periodically, collect feedback, and prepare visiting reports for our internal
use. As all aligners are custom manufactured, we generally do not allow returns. If any clear aligner is
found defective, our customer service department must inform our quality control department and properly
handle the matter pursuant to our internal policy, in which case we generally make an exchange for the
defective one.
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Pricing Policy

We take into account a number of factors in determining our selling prices to customers, which
primarily include our costs and expenses, different product lines, prices of competing products, our market
share and the overall competitive landscape. We generally set a fixed selling price in our agreements with
customers. During the Track Record Period, we were able to maintain stable selling prices for each product
line.

SEASONALITY

We generally experience effects of seasonality primarily due to the consumption preferences of
patients with a need for clear aligner treatment. We typically experienced the highest sales during the
summer vacation. We had our second highest sales during winter vacations before and after the Chinese
New Year for similar reasons.

BRANDING AND MARKETING
A-Tech Forum

Starting in 2014, we have organized and hosted A-Tech Forum, an annual academic conference with
the aim of gathering renowned orthodontists, stomatologist and experts in other relevant fields worldwide
to exchange the most advanced digital orthodontics technologies and latest innovations.

The scope of application of clear aligner products has been largely expanded over the years, and an
increasing number of orthodontists have started to recommend clear aligner products to their patients. As
a pioneer in China’s clear aligner industry, we witnessed the evolution of the industry, and feel obliged
to leverage our knowledge, experience and industry resources to enhance orthodontists’ capability of
providing clear aligner products and services to patients. Through the A-Tech Forum, we share our latest
technologies and innovations with attendees, provide them with a platform to exchange ideas and learn
from each other, and bring them to a common vision of the industry. We avail the A-Tech Forum to spread
out our academic impact, which in turn helps us in establishing our key opinion leaders network.

We believe our development is closely related to the support from industry and academia, and the
A-Tech Forum affords us with a unique opportunity to foster a strong bond with practitioners as well as
research institutions. We also believe that the A-Tech Forum can advance integration of industry resources,
encourage cooperation between academia and industry, and promote technological development and
mnovation.

Other Branding and Marketing Activities

In addition to A-Tech Forum, we have conducted a variety of branding and marketing activities to
increase our brand awareness and promote our products and services.

. Training programs. Since 2017, we have provided orthodontic certification training programs
on digital orthodontics to dental professionals in collaboration with the UCLA Dental Research
Service Center, through which we do not only promote the development of China’s digital
orthodontics, but also publicize the strengths of clear aligner treatment to more dental
professionals, thereby expanding our dental professional base. In addition, we launched Yulong
Plan (F#E#T#) in collaboration with China Oral Health Foundation to provide postgraduate
orthodontics students with advanced, standardized training on digital clear aligner treatment.
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. Academic events and publications. In addition to our annual A-Tech Forum, we have organized
over 3,000 regional symposium focusing on specific products and technologies since 2018. We
also regularly attend national academic events, such as the International Orthodontic
Conference and the Annual Meeting of the Chinese Orthodontic Society (2 P51 i K & B 4 H
1P IE W 221 €r3%). Moreover, we have published a book on clear aligner treatment to further
increase our academic influence.

. Sponsorship. In 2017, we entered into a cooperation agreement with the Bureau of Training of
General Administration of Sport of China (% & 425 #l5), pursuant to which we were
appointed as a sponsor to provide orthodontic solutions for national athletes, with our clear
aligners being designated as the Approved Products for National Team Athletes.

o Social network. We use social network, such as Weixin, to promote the strengths of clear
aligner treatment.

. Demonstration centers. As of the Latest Practicable Date, we had two demonstration centers
in Shanghai and Guangzhou, through which we provide dental professionals with access to our
medical services offline to level up user experience, as well as regular in-the-field training in
application of our solutions. We can also educate the potential patients on how our clear aligner
works, such as showing them a scan-driven simulation of how they might look with straighter
teeth.

COMPETITION

We operate in a highly concentrated market characterized by rapid changes resulting from
technological advances and scientific discoveries, and we expect competition in this market to persist and
intensify. In addition, it is subject to overall changes in China’s dental healthcare industry and medical
device industry. According to the CIC Report, in the nine months ended September 30, 2020, the top two
market players, including us, accounted for approximately 82.3% of China’s clear aligner treatment
solution market in terms of case shipments. We have faced and may continue to face competition mainly
from international and domestic clear aligner treatment solution providers.

We believe our principal competitive advantages include:

. the scope and quality of our services and products;

. our brand recognition;

. the price-to-value factor;

. our research and development capabilities;

. our ability to continue to innovate and develop advanced technologies;
. our efficient operating model;

. our ability to attract and retain skilled personnel; and

. our ability to effectively market our products and services.
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We believe that we are well-positioned to effectively compete in China’s clear aligner industry by
virtue of our ability to deliver high quality services and products nationwide, our comprehensive product
lines, well-known Angelalign brand, strong research and development capabilities, cutting-edge
technologies and experienced management team. However, some of our current or future competitors may
have greater access to financing resources than we do, and a longer operating history than us. See “Risk
Factors — Risks Relating to Our Business and Industry — We face competition in the clear aligner
industry with domestic and international competitors. Our failure to compete successfully could materially
and adversely affect our prospects, business, financial condition and results of operations.”

THIRD PARTY PAYMENT ARRANGEMENTS
Background

During the Track Record Period, certain of our customers (the “Relevant Customer(s)”) settled their
payments with us through third-party payors (the “Third-party Payment Arrangement(s)”). In 2018, 2019
and the nine months ended September 30, 2020, the aggregate amount of third-party payments accounted
for approximately 10.8%, 2.0% and 0.8% of the total payments we received from all customers,
respectively. No individual Relevant Customer had made material contribution to our revenue during the
Track Record Period. Since November 2020, we have ceased all Third-party Payment Arrangements.

During the Track Record Period and up to the date of the document, other than simply accepting the
third-party payments paid by the third-party payors for the Relevant Customers, we have not proactively
initiated any of the Third-party Payment Arrangements, nor have we participated in any separate
arrangement between the Relevant Customers and their respective third-party payors for the settlement of
the payments owed by the Relevant Customers to the third-party payors. Furthermore, during the Track
Record Period and up to the date of this document, we have not provided any discount, commission, rebate
or other benefit to any of the Relevant Customers or the third-party payors to facilitate or incentivize the
Third-party Payment Arrangements. Our Directors have confirmed that, all the third-party payors affiliated
with the Relevant Customers, who settled their third-party payments as instructed by the Relevant
Customers, are independent of our Group and each of our respective directors, senior management and
shareholders.

Reasons for Utilizing Third-party Payment Arrangements

The Relevant Customers during the Track Record Period primarily consisted of small-sized hospitals
and private dental clinics. According to the CIC Report, it is a common commercial practice for
small-sized hospitals and private dental clinics in China to settle all types of payments through third party
payors to their providers and vendors, such as payments for purchases of medical products and supplies
as well as consultation services, primarily due to the following reasons:

(i) many small-sized private dental clinics operated their business in the form of sole
proprietorship (flf## .7 ), which is a type of organization that typically prefers not to open
a separate business bank account but to settle payments through personal bank accounts of their
respective family members due to the complexity of using corporate bank accounts;

(i1) many small-sized private dental clinics engage their family members as treasurers and finance
managers, whose personal accounts usually are used by the clinics to settle their payments;

(iii) many small-sized hospitals and private dental clinics have pre-determined arrangements with
third party payors for settlement of their payments, such as using personal bank accounts of

their employees or shareholders; and

(iv) it is more efficient for most small-sized hospitals and private dental clinics to settle payments
through personal accounts as the value of each transaction is relatively small.
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As advised by our PRC legal advisors, these Third-party Payment Arrangements do not contravene
or circumvent applicable laws or regulations in China.

Internal Control Measures and Cessation of Third-party Payment Arrangements

To safeguard our interest against risks associated with Third-Party Payment Arrangements, we
implemented various internal control measures to reduce the proportion of payments received from
third-party payors and to mitigate the relevant risks, including, among other things:

(i) we have required all customers to settle their payments directly through their own corporate
bank accounts since December 2017;

(ii) for customers who were unable to directly settle payments with us immediately at the relevant
time, we required that such customers (1) communicate relevant information to us, including,
among others, the identity of the involved third-party payors; (2) obtain the prior written
approval of our Chief Financial Officer; and (3) enter into a tri-party payment agreement (the
“Tri-party Payment Agreement(s)”) with us and the third-party payors based on our house
form;

(iii) before accepting any third-party payment, we verified the payment information against the
information recorded within our register of receipt to ensure that such payment was settled
through the relevant third-party payor’s account as identified in the appropriate Tri-party
Payment Agreement;

(iv) if a Tri-party Payment Agreement could not be entered immediately at the relevant time, we
implemented additional stringent internal procedures to determine whether to retain or reject
such third-party payments. Moreover, our finance department has issued, on a monthly basis,
a client account statement for all third-party payments without Tri-party Payment Agreements
to verify the payment amount accuracy and relevant treatment case numbers during the period;
and

(v) we rejected all payments made by third-party payors that failed to satisfy the abovementioned
requirements.

We established a special supervisory team consisting of persons from sales department, finance
department and legal department to jointly supervise and monitor the implementation of measures.

With the implementation of these measures, payments received from third-party payors, as a
percentage of the total payments received from all customers, reduced significantly during the Track
Record Period from approximately 10.8% in 2018 to approximately 0.8% in the nine months ended
September 30, 2020. Since November 2020, we have completely ceased all Third-party Payment
Arrangements.

Considering that the revenue contribution by Third-Party Payments during the Track Record Period
was not material to our business, and that our business continued to grow during the abovementioned
rectification process, we believe that our cessation of allowing Third-Party Payments will not have a
material adverse effect on our business, financial condition, results of operations and prospects. As of the
date of this document, there has been no material impact to our financial and operational position as a
result of our cessation of Third-party Payments Arrangements. See “Risk Factors — Risks Relating to Our
Business and Industry — We are subject to various risks relating to third-party payments.”

Furthermore, to prevent the reoccurrence of the Third-party Payment Arrangements going forward,
we have implemented enhanced internal control measures, including establishing a mechanism to monitor
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and return all coming payments through third party payors. In addition, in our agreements with all newly
acquired customers, we stipulate the payment account information of each customer with the assurance
that such information is consistent with the business license of the relevant customer.

Our Directors are responsible for formulating and overseeing the implementation of our internal
control measures and the effectiveness of our quality management system. In preparation for the
[REDACTED], we have engaged an independent third-party consultant (the “Internal Control
Consultant”) to perform a review over selected areas of our internal controls over financial reporting in
October 2020 (the “Internal Control Review”), resulting in the identification of recommendations for
improvement. The scope of the Internal Control Review performed by the Internal Control Consultant was
agreed between us, the Joint Sponsors and the Internal Control Consultant. The selected areas of our
internal controls over financial reporting that were reviewed by the Internal Control Consultant included
entity-level controls and business process level controls, including revenue and receivables which covers
the third-party payment, purchases and payables, fixed assets, intangible assets, production and costs,
inventory and product delivery, treasury, investment, financial reporting, insurance, tax, payroll and
general controls of information technology. The Internal Control Consultant performed the follow-up
reviews in December 2020 to review the status of our management actions to address the findings of the
Internal Control Review (the “Follow-up Review”). The Internal Control Consultant did not have any
further recommendation in the Follow up Review except for the appointment of the required independent
non-executive Directors, which is expected to be completed by us before the [REDACTED].

LICENSES, PERMITS AND APPROVALS

Our PRC legal advisors have advised that we had obtained all licenses, permits, and approvals
necessary to conduct our operations in all material respects from the relevant government authorities in
China, and such licenses, permits, approvals and certificates remained in effect as of the Latest Practicable
Date.

The following table sets out a list of material licenses, permits, and approvals currently held by us.

License/Permit Holder Latest Validity Period Issuing Authority
Medical Device Production Wuxi EA October 2020- Jiangsu Medical Products
Permit (EFFR AL 7E W AT RE) October 2025 Administration (YL#&#E
4 BB )
Registration Certificate for Wuxi EA August 2020- Jiangsu Medical Products
Medical Device (F&FE#TIHEE August 2025 Administration (VLA
e o 2 R HLR)
Registration Certificate for Beijing EA March 2016- Beijing Food and Drug
Medical Device (bt March 2021 Administration (dLE T
e o ik S i R B R
Record-filling Proof for Shanghai EA  June 2017-Present Shanghai Yangpu District
Operation of Class II Medical Market Supervision
Devices (5 BB IR an I AS Administration (¥
MREH) ... Aot I8 i 35 B A L))
Record-filling Proof for Beijing EA May 2020-Present Beijing Haidian District
Operation of Class II Medical Market Supervision
Devices (3f BB RIS Administration (JLH T
WRIEH) ... e [ i 45 B A LR

INFORMATION TECHNOLOGY SYSTEMS

We have enacted our IT system management policy to enhance the reliability of our IT system and
further improve consistency and collaboration of related work. Those rules cover computer hardware

~ 143 -



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

BUSINESS

management, computer software management, account management, computer virus prevention, data
privacy and backup, data change recording, password security and management, and server room
management.

DATA PRIVACY AND SECURITY

During our ordinary course of business, we have access to an extensive volume of data of
malocclusion cases. We are committed to protecting such data in our possession over our business and
operation.

We treat all data in our possession as highly confidential. We enter into confidentiality agreements
with our employees who have access to any aforementioned privacy information. The confidentiality
agreements provide that, among others, these employees are legally obligated not to misuse the
confidential information while in office, to surrender all confidential information in possession while
resigning, and to retain their confidential obligations after they leave office.

We take safety precautions in data storage and processing. Our information technology network is
configured with multiple layers of protection to secure our databases and servers. As of September 30,
2020, we had 70 self-owned physical servers located in Shanghai and Wuxi. We back-up malocclusion
case data on a real-time basis in separate and various secured data back-up systems to minimize the risk
of data loss or leakage. We also conduct frequent reviews of our back-up systems to ensure that they
function properly and are well maintained. We have also implemented a variety of protocols and
procedures, such as regular system checks, password policy, server access logging, network access
authentication, user authorization review and approval and data back-up, as well as data recovery test, to
safeguard our data assets and prevent unauthorized access to our network. We continue to improve and
enhance our data and system security through routine checks and timely upgrades to ensure the proper
management of our malocclusion case data. During the Track Record Period and up to the Latest
Practicable Date, we had not experienced any incident of data leakage that would materially and adversely
affect our business, results of operations and financial condition. See “Risk Factors — Risks Relating to
Our Business and Industry — Leakage and other security risks of confidential information may materially
and adversely affect our reputation and business.”

INTELLECTUAL PROPERTY

Intellectual property rights are fundamental to our business, and we devote significant time and
resources to their development and protection. We rely on a combination of contractual restrictions,
confidentiality procedures, and intellectual property registrations to establish and protect our proprietary
technologies. As of the Latest Practicable Date, we had registered 220 trademarks, 83 patents, and 16
software copyrights in China. In addition, we owned 60 registered domain names, all of which remained
in effect as of the Latest Practicable Date. See “Statutory and General Information — B. Further
Information about Our Business — 2. Our Material Intellectual Property Rights” in Appendix IV to this
document for details.

Despite our efforts, third parties may still obtain and misappropriate our intellectual property without
authorization. As of September 30, 2020, we did not find any of such misappropriations of our intellectual
property rights. However, unauthorized use of our intellectual property by third parties and the expenses
incurred in protecting our intellectual property rights may adversely affect our business and results of
operations. See “Risk Factors — Risks Relating to Our Business and Industry — If we are unable to obtain
and maintain intellectual property rights protection for our technologies and products, our business,
reputation and competitive edge may be materially and adversely affected.”
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We have used our best efforts to ensure compliance with applicable intellectual property laws. Our
Directors confirmed that, during the Track Record Period and up to the Latest Practicable Date, we were
not involved in any intellectual property infringement actions brought by third parties that, individually
or in the aggregate, would have a material and adverse effect on our business, result of operations and
financial condition. See “Risk Factors — Risks Relating to Our Business and Industry — Litigation or
third-party claims of intellectual property infringement or challenges to the validity of our patents or other
intellectual properties could be expensive, time-consuming and unsuccessful, and may prevent or delay the
development, regulatory approval or commercialization of our products and product candidates.”

EMPLOYEES
As of September 30, 2020, we had 1,293 full-time employees, all of whom were stationed in China.
The following table sets forth the number of our full-time employees by function as of September 30,

2020.

As of September 30, 2020

Number of
Function Employees % of Total
Management . . ... ... ... .. 7 0.5%
Medical team. . . ... ... 381 29.5%
Research and development . .. ..................... 120 9.3%
Sales and marketing . . . ............ ... ... .. ... ... 342 26.5%
Manufacturing and quality control . ................. 377 29.2%
General administration . ... ....................... 66 5.1%
Total. . . ... ... . 1,293 100.0%

Our success depends on our ability to attract, retain and motivate qualified personnel. As part of our
human resources strategy, we offer employees competitive salaries, performance-based cash bonuses and
other incentives. We have adopted a training protocol, pursuant to which we provide pre-employment and
regular continuing management and technical training to our employees.

As required under PRC labor laws, we enter into individual employment contracts with our
employees covering matters such as wages, bonuses, employee benefits, workplace safety, confidentiality
obligations, non-competition and grounds for termination. In compliance with PRC regulations, we
participate in various employee social security plans that are organized by applicable local municipal and
provincial governments, including housing, pension, medical, work-related injury and unemployment
benefit plans.

We believe that we maintain a good working relationship with our employees and we had not
experienced any material labor disputes or any difficulty in recruiting staff for our operations during the
Track Record Period and up to the Latest Practicable Date.

PROPERTIES

As of the Latest Practicable Date, we owned the land use rights of one parcel of land with a site area
of approximately 68,883 square meters. As of the same date, we operated our businesses through six
owned properties with a total gross floor area of approximately 475 square meters, and 16 leased
properties with a total gross floor area of approximately 14,562 square meters. All such properties have
been used for non-property activities as defined under Rule 5.01(2) of the Listing Rules and are primarily
used as office premises, manufacturing facilities and research and development center for our business
operations.
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Owned Properties

As of the Latest Practicable Date, we owned the land use rights to one parcel of land located in Wuxi
city, with a site area of approximately 68,883 square meters. Such parcel of land will be used primarily
as our manufacturing facilities and research and development center. We are currently constructing
Chuangmei Center, which comprises new manufacturing facilities and a research and development center,
on the parcel. See “— Our Intelligent Manufacturing — Expansion Plan” for details. As advised by our
PRC legal advisors, we have obtained the land use certificate for such parcel of land, and legally owned
the land use right, which will expire in February 2069.

As of the Latest Practicable Date, we owned six properties in Chengdu with a total gross floor area
of approximately 475 square meters used primarily as offices. As advised by our PRC legal advisors, we
have obtained the ownership certificate for one of such properties. We are in the process of obtaining
owner certificates in accordance with the applicable laws for the remaining five properties, which is
expected to be completed prior to December 2021.

Leased Properties

As of the Latest Practicable Date, we operated our businesses through 16 leased properties in Wuxi,
Shanghai, Shuyang, Beijing and Guangzhou, with a total gross floor area of approximately 14,562 square
meters. Such properties primarily serve as our offices and research and production facilities.

Our lease agreements in respect of the abovementioned 16 leased properties generally have
expiration dates ranging from February 27, 2021 to July 14, 2024. We plan to renew our leases or negotiate
new terms when the existing leases expire. All lessors are independent third parties. We did not experience
material difficulties in negotiating renewal of our leases with our landlords during the Track Record Period
and up to the Latest Practicable Date. We believe that there is sufficient supply of properties in China.

As of September 30, 2020, none of the properties leased or owned by us had a carrying amount of
15% or more of our combined total assets. Therefore, according to Chapter 5 of the Listing Rules and
section 6(2) of the Companies (Exemption of Companies and Prospectuses from Compliance with
Provisions) Notice (Cap. 32L of the Laws of Hong Kong), this document is exempted from compliance
with the requirements of section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance in relation to paragraph 34(2) of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance which requires a valuation report with respect to all our Group’s
interests in land or buildings.

Non-registration

Pursuant to the applicable PRC laws and regulations, property lease agreements must be registered
with the local branch of the Ministry of Housing and Urban-Rural Development of the PRC (H#E A &1
FE A 55 FN AR 5 ). The registration of such leases will require the cooperation of our lessors. As of
the Latest Practicable Date, we had not obtained lease registration for our 16 leased properties in China,
primarily due to the difficulty of procuring our lessors’ cooperation to register such leases. We will take
all practicable and reasonable steps to ensure that such leases are registered. To minimize the potential
negative impact of the non-registered leases on our operations, we continue to communicate with such
lessors to seek their cooperation to complete the registration process. As advised by our PRC legal
advisors, the lack of registration of the lease agreements will not affect the validity of such lease
agreements.
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According to the relevant PRC laws and regulations, we may be ordered by the relevant government
authorities to register the relevant lease agreements within a prescribed period, failing which we may be
subject to a fine ranging from RMB1,000 to RMB10,000 for each non-registered lease. As of the Latest
Practicable Date, we had not received any such request or suffered any such fine from the relevant
government authorities. We undertake to cooperate fully to facilitate the registration of lease agreements
once we receive any requirements from relevant government authorities.

Title Defects

As of the Latest Practicable Date, the lessor of one of our leased properties in China had not provided
us with the valid property ownership certificate. We leased the relevant property as an office. The absence
of such certificate or documents hampered our ability to determine whether the lessor has the legal right
to lease the property to us. If the lessor is not the legal owner, the relevant lease agreement may be deemed
invalid and, as a result, we may be challenged by the legal owner of the property and may be forced to
vacate the relevant property, which could interrupt our business operations and cause us to incur relocation
costs.

As of the Latest Practicable Date, we were not aware of any challenge being made by a third party
or government authority on the title of the abovementioned leased property that might have a material
adverse effect on our current occupation. In addition, we do not rely on such lease for our business
operations, nor do we expect to incur significant time for identifying, or incur significant cost to relocate
our operations to, comparable alternative properties in proximity. As advised by our PRC legal advisors,
we are not subject to any material administrative penalty for the title defects in the leased property
described above. Our Directors believe that potential relocation will not have a material adverse impact
on our business, results of operations and financial condition.

As advised by our PRC legal advisors, in the event that the lease agreement of the defective property
is deemed invalid or otherwise unenforceable due to the lessor’s fault, and that we are unable to continue
occupying such property, we have the right to claim indemnification against the relevant lessor for all the
damages we suffer in accordance with relevant PRC laws and regulations.

INSURANCE

We consider our insurance coverage to be adequate as we have in place all the mandatory insurance
policies required by Chinese laws and regulations and in accordance with the commercial practices in our
industry. We maintain employee benefit insurance, property all risks insurance and public liability
insurance with respect to our warehouse in Shanghai. However, in line with general market practice, we
do not maintain any business interruption insurance or product liability insurance, which are not
mandatory under PRC laws. We do not maintain keyman life insurance or insurance policies covering
damages to our technical infrastructure. During the Track Record Period, we have not made or been the
subject of any material insurance claims. Any uninsured occurrence of business disruption, litigation or
natural disaster, or significant damages to our uninsured equipment or facilities could have a material
adverse effect on our results of operations. See “Risk Factors — Risks Relating to Our Business and
Industry — We are exposed to potential product liability claims and our insurance coverage may be
inadequate to protect us from all the liabilities we may incur.”
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AWARDS AND RECOGNITION

During the Track Record Period, we have received recognition for the quality and popularity of our
business. The following table sets forth some significant awards and recognition we have received.

Awarding Year Award/Certificate Issuing Organization Awarded Entity
2018 ...... Integration of Information and ~ Ministry of Industry and Wuxi EA
Industrialization Management Information Technology of the

System Certificate (% Wik PRC (B T35 BLER)
R P R B B )

2018 . ... .. Small Giant Enterprise in Jiangsu Provincial Commission ~ Wuxi EA
Science and Technology of of Economy and Information
Jiangsu Province (VL#R& FH% (TLERB MG ELZ B )
YUNEDNTES

2019 ... .. Certificate of High-tech Science and Technology Shanghai EA
Enterprise (/=74 i 37 Commission of Shanghai
&) Municipality (b TiRFHE T

Z B %), Shanghai Municipal
Finance Bureau ([ T7 B
J&)), Shanghai Municipal Tax
Service, State Taxation

Administration (B ZBH R

EHTRLES )
2019 ... .. Leading Enterprise in Producer  Jiangsu Development and Wuxi EA
Services Industry of Jiangsu Reform Commission (YLERE
Province (VL#f#& A= PR BRAMEZR HE)
EEHEARZE)
2019 . ... .. Specialized, Sophisticated, Jiangsu Municipal Bureau of Wuxi EA
Special and New Enterprise Economy and Information
( TERSRRHT ] AR3E) Technology (VLEF & LEME
EALEE)
2020 ... ... Model Intelligent Manufacturing Jiangsu Municipal Bureau of Wuxi EA
Plant of Jiangsu Province Economy and Information
(Automatic Sorting and Technology (VLR E LG

Packaging System) (VLEK & 7~ BEALEE)
R REH M (A B PaE))

2020 ... ... Specialized, Sophisticated, Wuxi Municipal Bureau of Wuxi EA
Special and New Small Giant Industry and Information
Enterprise of Wuxi City ({8} Technology (8517 T35
MEE R/ NE ) IS (95))

LEGAL PROCEEDINGS AND COMPLIANCE
Legal Proceedings

We are subject to legal proceedings, investigations and claims arising in the ordinary course of our
business from time to time. As of the Latest Practicable Date, we were not involved in any litigation or
arbitration proceedings pending or, to our knowledge, threatened against us or any of our Directors that
could have a material and adverse effect on our business, financial condition or results of operations.

~ 148 -



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

BUSINESS

Compliance

We are subject to various regulatory requirements and guidelines issued by regulatory authorities in
China. During the Track Record Period and as of the Latest Practicable Date, we did not commit any
material non-compliance of the laws and regulations, and we did not experience any noncompliance
incident, which taken as a whole, in the opinion of our Directors, is likely to have a material and adverse
effect on our business, financial condition or results of operations. As advised by our PRC legal advisors,
during the Track Record Period and up to the Latest Practicable Date, save as set out below, we had
complied with the relevant laws and regulations in all material respects in China.

Non-compliance with social insurance and housing reserve fund contributions
Background and reasons of non-compliance incidents

Pursuant to relevant PRC laws and regulations, employers are obligated to directly and duly make
social insurances and housing reserve fund contributions for their employees. During the Track Record
Period, we did not make adequate social insurances and housing reserve fund contributions for certain
employees with the relevant social insurance or housing reserve fund authorities.

Our non-compliance was primarily due to (1) inadvertent oversight of the relevant PRC laws and
regulations, the implementation of which varies from city to city; (2) the lack of sufficient knowledge on
understanding the relevant local laws and regulations by the responsible staff, and (3) some employees’
unwillingness to make full contributions to the funds.

Potential legal consequences

As advised by our PRC legal advisors, if any of the relevant social insurance authorities is of the
view that we failed to make full social insurance contributions for our employees in accordance with the
relevant laws and regulations, it may order us to pay outstanding amounts within a prescribed time limit,
and we may be subject to a late charge at the daily rate of 0.05% on the outstanding amounts from the date
on which such amounts are payable. If such payment is not made within the prescribed period, the
competent authority may further impose a fine from one to three times the amount of any overdue
payment.

As advised by our PRC legal advisors, if any of the relevant housing reserve fund authorities is of
the view that we failed to make full housing reserve fund contributions for our employees in accordance
with the relevant laws and regulations, it may order us to make outstanding payment within a prescribed
time limit. If the payment is not made within such time limit, an application may be made to PRC courts
for compulsory enforcement.

Rectification and internal control measures

During the Track Record Period and up to the Latest Practicable Date, no administrative action, fine
or penalty had been imposed by the relevant regulatory authorities with respect to our contributions to
social insurance and housing reserve funds, nor had we received any order or been informed to settle the
under-payments. In January 2021, we have obtained confirmations from the relevant social insurance
authorities supervising our principal subsidies in Wuxi city, Jiangsu province and Shanghai that we
complied with the relevant local laws and regulations with respect to social insurance contributions in all
material respects during the Track Record Period. Our PRC legal advisors have confirmed that these social
insurance authorities are the competent authorities governing our business operations in the relevant cities.
We have also made provision for the historical inadequate contributions in our financial statements. In
2018, 2019 and the nine months ended September 30, 2020, the amount of provisions made for the
shortfall of social insurance and housing reserve fund contributions was RMB5.8 million, RMB10.4
million and RMB&.2 million, respectively.
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On September 21, 2018, the Ministry of Human Resources and Social Security of the PRC issued the
Urgent Notice on Enforcing the Requirement of the General Meeting of the State Council and Stabilization
the Levy of Social Insurance Payment (/7 &% B BT B 8 55 & ok fh U B s £ e A AR 2 ol A
1Y) 2 23 A, which promotes the reduction in the amount of social insurance contributions by companies
to avoid overburdening enterprises, and prohibits local authorities from requiring enterprises to make up
for historically underpaid or unpaid social insurance contributions in one go. We undertake that, in the
event that the competent regulatory authorities require us to make full social insurance and/or housing
reserve fund contributions within a stipulated time period or make supplemental contributions and overdue
fine, we would comply in a timely manner.

We will formulate a plan to make full contribution pursuant to relevant laws and regulations. In
addition, we have enhanced our internal policies and procedures to ensure compliance with the relevant
laws and regulations. Among others, we have clarified in the employee manual that the contribution of
social insurance and housing reserve funds shall conform with the relevant laws and regulations. Our
human resources department will follow the rules and policies on social insurance and housing reserve
fund contributions for any update. In addition, we will (1) regularly consult outside counsel to understand
whether we are at risk of non-compliance with the relevant laws and regulations; (2) regularly prepare
reports regarding our contribution amounts for review by our Board; and (3) conduct internal trainings for
our Directors, members of senior management and certain employees on the relevant laws and regulations.

Our Directors are of the view that the above-described incident would not have a material adverse
effect on our business, results of operations and financial condition, considering that (1) we had not been
subject to any material administrative action, fine or penalty imposed by the relevant regulatory authorities
with respect to our contributions to social insurances and housing reserve funds during the Track Record
Period and up to the Latest Practicable Date; (2) as of the Latest Practicable Date, we had not received
any notifications from the relevant PRC authorities requiring us to pay the shortfalls or the penalties with
respect to social insurance and/or housing reserve funds; (3) we were neither aware of any employee
complaints nor were involved in any labor disputes with our employees with respect to social insurance
and/or housing reserve funds; (4) we made provisions for social insurance and housing provident fund
contributions, and (5) as advised by our PRC legal advisors, based on the on-site consultations with, and
confirmations obtained from, the competent authorities supervising our principal subsidies in Wuxi city,
Jiangsu province and Shanghai, the likelihood that we would be required by relevant authorities to pay the
late charges for the shortfall of social insurance contributions or subject to material administrative
penalties due to failure to make full social insurance and housing reserve fund contributions is relatively
low.

OCCUPATIONAL SAFETY

We have obtained all necessary licenses in relation to workplace safety and established work safety
policies and procedures to ensure that all parts of our operations are in compliance with applicable laws
and regulations. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any significant workplace accident or encounter any material non-compliance issues with
respect to any applicable laws and regulations on occupational safety.
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ENVIRONMENTAL, SOCIAL AND CORPORATE GOVERNANCE

We regard environment protection as an important corporate responsibility, and are committed to
promoting corporate social responsibility and sustainable development as well as integrating it into all
major aspects of our business operations. Corporate social responsibility is viewed as part of our core
growth philosophy that will be pivotal to our ability to create sustainable value for our Shareholders by
embracing diversity and public interests. Accordingly, our Board has adopted a comprehensive policy on
environmental, social and corporate governance responsibilities (the “ESG Policy”) on [®] in accordance
with the Listing Rules, which sets forth our corporate social responsibility objectives and provides
guidance on practicing corporate social responsibility in our daily operations.

Under our ESG Policy, we aim to build a sustainable community with our employees, customers and
business partners by supporting local initiatives that aim to create effective and lasting benefits to the local
community, through various initiatives that may include corporate philanthropy, establishing community
partnerships, and mobilizing our employees to participate in volunteer work. For example, with the
COVID-19 pandemic bringing unprecedented challenges to people’s lives, we have quickly responded to
the situation and proactively took various measures to help fight against the pandemic, including making
donations to support front line medical teams. In addition, we also endeavor to reduce any negative
impacts on the environment through our commitment to energy saving and sustainable development. We
will also focus on embracing diversity within our organization and equal and respectful treatment of all
of our employees in their hiring, training, wellness and professional and personal development. While
maximizing equal career opportunity for everyone, we will also continue to promote work-life balance and
create a happy culture in our workplace for all of our employees.

Our Board has the collective and overall responsibility for establishing, adopting and reviewing the
ESG vision, policy and target of our Group, and evaluating, determining and addressing our ESG-related
risks at least once a year. Our Board may assess or engage independent third parties to evaluate the ESG
risks and review our existing strategy, target and internal controls. Necessary improvement will then be
implemented to mitigate the risks.

We are subject to various PRC environmental laws and regulations, the implementation of which
involves regular inspections by local environmental protection authorities. See “Regulatory Overview” for
details. Although we do not operate in a highly polluting industry, the manufacturing process of our clear
aligners may generate noise, solid waste, exhaust gas and waste water. We have established an
environmental protection department and adopted specific environmental protection policies to make our
operations more energy efficient and environmentally friendly and to ensure effective compliance with
applicable PRC environmental laws and regulations. We also engage professional third-party qualified
companies for hazardous waste reclamation and disposal.

Our Directors confirm that we have obtained all applicable permits and licenses under PRC
environmental laws and regulations that are material to our operations. As advised by our PRC legal
advisors, there were no breaches or violations of the PRC environmental laws and regulations applicable
to our business operations during the Track Record Period that would have a material and adverse impact
on our business, financial condition or results of operation taken as a whole. In addition, we had not been
subject to any material claim or penalty in relation to health, safety, social and environmental protection,
or been involved in any significant work place accident or fatality. During the Track Record Period, our
expenses in relation to environmental protection were insignificant and we expect such expenses to remain
at relatively low levels in the foreseeable future.
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INTERNAL CONTROL AND RISK MANAGEMENT
Internal Control

We have designated responsible personnel in our Company to monitor the ongoing compliance by
our Company with the relevant PRC laws and regulations that govern our business operations and oversee
the implementation of any necessary measures. In addition, we plan to provide our Directors, senior
management and relevant employees with continuing training programs and/or updates regarding the
relevant PRC laws and regulations on a regular basis with a view to proactively identify any concerns and
issues relating to any potential non-compliance.

In addition, we have adopted a set of internal rules and policies governing the conduct of our
employees. We have established a monitoring system to implement anti-bribery and anti-corruption
measures to ensure that our employees comply with our internal rules and policies as well as the applicable
laws and regulations. For example, our management is responsible for conducting a fraud and bribery risk
assessment on an annual basis and our audit committee reviews and approves our annual risk assessment
results and policies. We have also identified certain forbidden conduct in our internal anti-bribery and
anti-corruption policies, including, among others, the prohibition to acceptance of bribes or rebates,
embezzlement or misappropriation of our assets, and forgery or alteration of our accounting records.

We offer continuing training to our employees to enhance their knowledge and awareness of the
relevant rules and regulations. We also keep abreast of the latest regulatory updates and communicate with
the relevant regulatory authorities from time to time to discuss the latest regulatory requirements of
China’s clear aligner market and the overall medical device market.

In addition, we have also appointed Somerley Capital Limited as our compliance advisor with effect
from the date of the [REDACTED] to advise on ongoing compliance with the Listing Rules and other
applicable securities laws and regulations in Hong Kong.

During the Track Record Period, our Directors did not identify any material internal control
weaknesses or failures. Our Directors are of the view that we have adequate and effective internal control
procedures.

Risk Management

We are exposed to various risks during our operation. Key operational risks faced by us include,
among others, changes in general market conditions and perceptions of clear aligner treatments, changes
in the regulatory environment in the PRC clear aligner industry, our ability to offer quality products and
services to our students, our potential expansion into other regions in China, availability of financing to
fund our expansions and business operations, and competition from other market players. See “Risk
Factors” for disclosures on various risks we face. In addition, we face numerous market risks, such as
interest rate, credit and liquidity risks that arise in the normal course of our business. See “Financial
Information — Quantitative and Qualitative Disclosure about Market Risks” for details.

We have implemented various policies and procedures to ensure effective risk management at each
aspect of our operations, including the administration of daily operations, financial reporting and
recording procedures, and compliance with applicable laws and regulations. Our Board oversees and
manages the overall risks associated with our operations. We [have] established an audit committee to
review and supervise the financial reporting process and internal control system of our Group. See
“Directors and Senior Management — Board Committees — Audit Committee” for the qualifications and
experience of these committee members as well as a detailed description of the responsibility of our audit
committee. We [have] adopted written terms of reference in compliance with Rule 3.21 of the Listing
Rules and the Corporate Governance Code and Corporate Governance Report as set out in Appendix 14
to the Listing Rules.
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OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, CareCapital Orthotech held approximately 67.1242% of the total
issued share capital and thus a Controlling Shareholder of our Company. CareCapital Orthotech is
wholly-owned by CareCapital EA, Inc., which is in turn owned by CareCapital Holdings and CareCapital
Moonstone Holdings Limited, a wholly-owned subsidiary of CareCapital Holdings. CareCapital Group is
the holder of all voting shares and has the right to appoint the sole director of CareCapital Holdings.
Accordingly, as of the Latest Practicable Date, CareCapital Group is entitled to exercise approximately
67.1242% of the voting rights at the general meetings of our Company. Immediately after the completion
of the [REDACTED] (assuming no exercise of the [REDACTED] or any option granted pursuant to the
Share Award Schemes), CareCapital Group will continue to control approximately [REDACTED]% of the
voting rights at the general meetings of our Company, and thus become the Controlling Shareholders of
our Company. See “Our History and Corporate Development” for details of the voting arrangement and
more information of CareCapital Group.

BUSINESS DELINEATION AND COMPETITION

Our core business is to research and development, manufacture and marketing of clear aligners
treatment solutions in China (the “Core Business”). During the Track Record Period, our revenues from
clear aligners solutions accounted for approximately 95.2%, 97.2% and 97.9% of our total revenues,
respectively, and all of our revenues were generated in China.

CareCapital Group, our Controlling Shareholders, is a long-term investment and operating group
committed to dental and oral care industry, and its investment portfolios cover the full value chain in the
industry from upstream education and training, product and equipment to mid-stream clinic management
software and distribution to downstream hospitals and clinics. As of the Latest Practicable Date, other than
the interest in our Group, CareCapital Group has invested and controlled certain other companies in dental
industry, including, among others, dental clinics, dental device manufacturer (intraoral scanners or other
medical devices than clear aligners) or medical devices distributors, where our non-executive Directors,
as representatives of CareCapital Group, serve as directors of certain such companies. The businesses of
such companies are different types of businesses as compared to our Core Business.

CareCapital Group is also interested in approximately 30% of the equity interests of Ortho Caps
GmbH, a small German family business primarily engaging in the provision of clear aligner treatment
solutions in Europe. CareCapital Group is only a passive minority financial [REDACTED]. CareCapital
Group cannot exercise control over Ortho Caps GmbH and has not participated in the management of the
company. Furthermore, Ortho Caps GmbH primarily focuses on the business and targets at the patients and
customers in Europe, the geographical and market focuses as well as the patient origins of which are
different from our Core Business.

In light of such investment portfolio companies of CareCapital Group, CareCapital Group has
undertaken to provide a Non-Competition [REDACTED] in favor of us, which includes that CareCapital
Group will grant the Group the right of first refusal for the new business opportunities that is similar to
our Core Business. See “— Non-Competition [REDACTED]” for details. We have adopted and will adopt
appropriate enhanced measures to manage the conflict of interests between our Controlling Shareholders,
our Directors and our Group and Shareholders as a whole. See “— Corporate Governance Measures” for
details.

Our Controlling Shareholders and our Directors confirm that as of the Latest Practicable Date, save
as disclosed above, neither of them nor their respective close associates have any interest in any business,
apart from the Core Business operated by members of our Group, that competes or is likely to compete,
directly or indirectly, with the business of our Group and would require disclosure pursuant to Rule 8.10
of the Listing Rules.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that our Group is capable of
carrying on our business independently from our Controlling Shareholders and their respective close
associates after the [REDACTED].

Management Independence

Our business is managed and conducted by our Board and senior management. Upon the completion
of the [REDACTED], our Board consist of two executive Directors, three non-executive Directors and
three independent non-executive Directors. See “Directors and Senior Management” for details.

All of our non-executive Directors are employees and senior management of CareCapital Group, our
Controlling Shareholders. Despite such relationship, our Directors believe that our Board and senior
management has been and will continue to be able to independently manage our business and function
independently from our Controlling Shareholders based on the following grounds:

(1) each of our Directors is aware of his fiduciary duties as a Director of our Company which
require, among other things, that he acts for the benefit and in the best interests of our Company
and does not allow any conflict between his duties as a Director and his personal interest;

(2) in the event that there is a potential conflict of interest arising out of any transaction to be
entered into between our Group and our Directors or their respective associates, the interested
Directors shall abstain from voting at the relevant board meetings of our Company in respect
of such transactions and shall not be counted in the quorum;

(3) our daily management and operations are carried out by our executive Directors and a senior
management team, all of whom are independent from our Controlling Shareholders and have
substantial experience in the industry in which our Company is engaged, and will therefore be
able to make business decisions that are in the best interest of our Group;

(4) we have three independent non-executive Directors who have extensive experience in different
professions. They have been appointed pursuant to the requirements under the Listing Rules to
ensure that the decisions of the Board are made only after due consideration of independent and
impartial opinions. Our Directors believe that the presence of our independent non-executive
Directors from different backgrounds provides a balance of views and opinions; and

(5) we have adopted a series of corporate governance measures to manage conflicts of interest, if
any, between our Group and our Controlling Shareholders which would support our
independent management. See “— Corporate Governance Measures.”

Our Directors are satisfied that our Board together with our senior management team as a whole is
able to manage our business independently from our Controlling Shareholders and their close associates.
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Operational Independence

We have established our own organizational structure comprised of individual departments, each
with specific areas of responsibilities. We have also established various internal controls procedures to
facilitate the effective operation of our business. Our Group is not operationally dependent on our
Controlling Shareholders. Our Company (through our subsidiaries) holds or enjoys the benefit of all
relevant licenses and owns all relevant intellectual property and research and development facilities
necessary to carry on our business. We have sufficient capital, facilities, equipment and employees to
operate our business independently from our Controlling Shareholders. We also have independent access
to our customers and suppliers.

Apart from the transactions set out in “Connected Transactions,” our Directors do not expect that
there will be any other significant transactions between our Group and our Controlling Shareholders upon
or shortly after the [REDACTED]. Based on the above, our Directors believe that we are capable of
carrying on our business independently of our Controlling Shareholders and their respective close
associates.

Financial Independence

Our Group has an independent financial system and makes financial decisions according to our
Group’s own business needs. Our Group’s accounting and finance functions are independent of our
Controlling shareholders. During the Track Record Period, we primarily financed our business operation
through cash generated from our business activities. As of the Latest Practicable Date, we did not have any
outstanding borrowing or guarantee from our Controlling Shareholders or any of their respective close
associates.

Having considered the above, we believe we are able to obtain external financing, when and if
necessary, without guarantee or security provided by our Controlling Shareholders. Our Directors confirm
that we will not rely on our Controlling Shareholders for financing after the [REDACTED] as we expect
that our working capital will be funded from the [REDACTED] and cash flow from operations. Therefore,
there is no financial dependence on our Controlling Shareholders and their respective close associates.

NON-COMPETITION UNDERTAKING

On [®], our Controlling Shareholders entered into the deed of non-competition in favor of our
Company, pursuant to which our Controlling Shareholders have each undertaken to our Company that they
will not and will use their best reasonable efforts to procure their close associates (except any member of
our Group) not to commence, engage in, participate in or acquire any business (“Restricted Business”)
which competes with our Core Business, subject to certain limited exceptions as set forth below.
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New Business Opportunities

The Controlling Shareholders have each further undertaken that during the Restricted Period (as
defined below), they should and will procure their close associates (except any member of our Group) (the
Controlling Shareholders and their close associates together, “Offeror”) to offer new business
opportunities to us first in the following manner when any business, investment or other business
opportunities (“New Business Opportunities™) that are the Restricted Business become available to the
Offerors:

(1) the Offerors will refer New Business Opportunities to us, and will inform us in writing (“Offer
Notice”) about all necessary and reasonably required information in respect of any New
Business Opportunities (including but not limited to details of the nature and investment or
acquisition cost of the New Business Opportunities) for us to consider (i) whether the relevant
New Business Opportunities will compete with our business, and (ii) whether pursuit of the
New Business Opportunities is in the interest of our Group;

(2) upon receipt of the Offer Notice, the independent non-executive Directors will consider
whether to pursue the New Business Opportunities taking into account whether the relevant
New Business Opportunities would be able to achieve a sustainable profitability level, whether
they are in line with the prevailing development strategies of our Group, and whether they are
in the best interest of our Group and our Shareholders. Our Company must inform the Offeror
in writing within 20 days after receipt of the Offer Notice about its decision on whether the
New Business Opportunities will be pursued; and

(3) only when (i) the Offerors have received our notice to reject the New Business Opportunities;
or (ii) the Offerors have not received the relevant notice from our Company within the period
as stated above in paragraph (2) after the Offer Notice has been received by us; or (iii) we have
failed to transact the New Business Opportunities within three months, then the Offerors are
entitled to pursue the New Business Opportunities on terms and conditions not more favorable
than those specified in the Offer Notice issued to us.

The undertakings under the deed of non-competition are not applicable in the following
circumstances:

(1) the Controlling Shareholders and/or their respective close associates engage in the Restricted
Business directly or indirectly through the ownership of equity interest in any member of our
Group;

(2) the Controlling Shareholder’s existing interests in its investment portfolio companies; or
(3) the Controlling Shareholders and/or their respective close associates engage in the Restricted
Business directly or indirectly through the ownership of equity interest in [REDACTED]

companies other than our Group, with the following conditions being satisfied:

(i) The Restricted Business (and relevant assets) conducted or carried out by such company
represents less than 10% of the revenue or total assets of such company according to the
latest audited accounts of such company; and
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(ii) the Controlling Shareholders and/or their respective close associates (except any member
of our Group) hold in aggregate not more than 10% of the issued share capital of relevant
class of shares of such company, and the Controlling Shareholders and/or their respective
close associates (except any member of our Group) have no right to appoint the majority
of directors of such company or participate in the management of such company.

Pursuant to the deed of non-competition, the Restricted Period refers to the period which commences
from the [REDACTED] and ends on the following dates (whichever is earlier):

(1) the date when the Shares cease to be [REDACTED] on the [REDACTED]; and

(2) the date when the Controlling Shareholders cease to be controlling shareholders of our
Company.

CORPORATE GOVERNANCE MEASURES

Our Directors recognize the importance of good corporate governance in protecting our
Shareholders’ interests. We have put in place sufficient corporate governance measures to manage the
conflict of interest and potential competition from our Controlling Shareholders and safeguard the interest
of the Shareholders, including:

(I) our independent non-executive Directors will review, at least on an annual basis, whether there
is any conflict of interest between our Group and our Controlling Shareholders and provide
impartial and professional advice to protect the interests of our minority Shareholders;

(2) our independent non-executive Directors will review the compliance with the undertakings
under the deed of non-competition by our Controlling Shareholders on an annual basis;

(3) our Controlling Shareholders will provide reasonable and necessary information for the annual
review by our independent non-executive Directors;

(4) our Company will disclose decisions on matters (if any) reviewed by our independent
non-executive Directors in the annual reports of our Company or in the announcement under
the Listing Rules;

(5) where a Shareholders’ meeting is to be held for considering proposed transactions in which our
Controlling Shareholders or any of his close associates has a material interest, our Controlling
Shareholders will not vote on the resolutions and shall not be counted in the quorum in the
voting;

(6) our Company has established internal control mechanism to identify connected transactions.
After the [REDACTED], our Company will comply with the requirements in connection with
connected transactions under the Listing Rules;

(7) where our Directors reasonably request the advice of independent professionals, such as

independent financial advisors, the appointment of such independent professional will be made
at our Company’s expense;
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(8) we have appointed Somerley Capital Limited as our compliance advisor to provide advice and
guidance to us in respect of compliance with the applicable laws and regulations, as well as the
Listing Rules, including various requirements relating to corporate governance; and

(9) we will establish the audit committee, remuneration committee and nomination committee
prior to the [REDACTED] with written terms of reference in compliance with the Listing
Rules and the Corporate Governance Code.

Our Directors consider that the above corporate governance measures are sufficient to manage any
potential conflict of interests between our Controlling Shareholders and their respective close associates
and our Group and to protect the interests of our Shareholders, in particular, the minority Shareholders.
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CONNECTED PERSONS

The following sets forth our connected persons that will conduct continuing connected transactions
with us upon or after the [REDACTED] and the details of their relationship with our Group:

Connected Persons Relationships with our Group

Shanghai CareCapital Dental Devices Co., Ltd. a company that is wholly-controlled by
(EVEME AR A PR A ) (“CC Dental”)

’ e | CareCapital Group, our Controlling
and its subsidiaries and associates (the “CC Shareholder. and orincipally encaces in sales
Dental Group™) ’ p pally engag

of dental devices, equipment and consumable
CONTINUING CONNECTED TRANSACTIONS

The following table sets forth the continuing connected transactions with our Group following the
[REDACTED]:

Proposed annual cap for the

Applicable year ending December 31,

Transaction Listing Rules Waiver sought 2021 2022 2023

(in RMB’000)
Non-exempt continuing connected transactions (subject to reporting, annual review and announcement
requirements)

1. Intraoral Scanner Purchase and 14A.35, 14A.53, Requirements as 13,200 13,200 19,800

Sales Framework Agreement 14A.76(2) and to announcement
14A.105 under Chapter
14A of the

Listing Rules

Non-exempt continuing connected transactions (subject to reporting, annual review, announcement,
circular and independent Shareholders’ approval requirements)

2. Clear Aligners Purchase and 14A.35, 14A.36, Requirements as 27,380 36,600 47,210
Sales Framework Agreement 14A.46, 14A.53, to announcement,
and 14A.105 circular and
independent
Shareholders’

approval under
Chapter 14A of
the Listing Rules

Non-fully exempt continuing connected transactions (subject to reporting, annual review and
announcement requirements)

We set out below a summary of the continuing connected transaction of our Group which are
partially exempt from the circular and independent shareholders’ approval requirements under Rule
14A.76(2) in Chapter 14A of the Listing Rules.
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Intraoral Scanner Purchase and Sales Framework Agreement
Principal Terms

In [®], Wuxi EA and CC Dental entered into an intraoral scanner purchase and sales framework
agreement (the “Intraoral Scanner Purchase and Sales Framework Agreement”), pursuant to which, CC
Dental agrees to grant to us exclusive right to sell certain intraoral scanners manufactured by a subsidiary
of CC Dental in China, and we agree to purchase from them and sell to third parties such intraoral scanners
in China. The Intraoral Scanner Purchase and Sales Framework Agreement has a term of commencing from
the date of signing to December 31, 2023.

Reason for the Transactions

Given the demands for intraoral scanners in clear aligner treatment process and our large customer
base in clear aligner industry, we believe that we are well positioned to recommend and sell intraoral
scanners to our customers to provide value-added services and enhance customer experience, and thus
enabling us to maintain our competitiveness. As such, we intend to expand our business to cooperate with
intraoral scanner manufacturers, including independent manufacturers, to sell such products to our
customers since 2021.

Historical Amount

During the two years ended December 31, 2019 and the nine months ended September 30, 2020, we
had not purchased any product from any member of CC Dental Group.

Annual Cap and Basis for Annual Cap

Our Directors estimate that the total fees to be paid by our Group to CC Dental Group for purchases
of products will not exceed RMB13.2 million, RMB13.2 million and RMB19.8 million for the year ending
December 31, 2021, 2022 and 2023, respectively.

In determining such annual caps, our Directors have considered (i) the prevailing market price for
the type of intraoral scanner under the Intraoral Scanner Purchase and Sales Framework Agreement, as
well as the potential fluctuations in the market price for such goods in the future; (ii) the purchase price
we agreed and contracted to pay to the seller starting from 2021 and the estimated purchase price we may
obtain from the seller in the future three years; (iii) the existing volume we agreed and contracted to
purchase and estimated demand and sales volume in the future three years starting from 2021; and (iv) the
possible future growth in the clear aligner industry in China as well as our customer base.

Pricing Policies

Fees charged for our purchase of intraoral scanners shall be primarily determined based on the
general guide on the sales price of the goods as provided by the seller from time to time to the purchasers
of such goods (including independent purchasers), with certain adjustment determined from time to time
by the parties on an arm’s length basis with reference to the market prices of such goods. We generally
order delivery of products after contracting with our customers and settle payment directly with CC Dental
Group for the goods purchase price and pay each order by installments. The CC Dental Group agrees to
provide product quality insurance in certain period after delivery of the products to us. Specific price,
payment and insurance policy will be made according to the respective intraoral scanner purchase and
sales contracts as further entered into between CC Dental Group and us pursuant to the Intraoral Scanner
Purchase and Sales Framework Agreement.
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Listing Rule Implications

The Intraoral Scanner Purchase and Sales Framework Agreement and the transactions contemplated
thereunder are in the ordinary and usual course of our business and on normal commercial terms or better
and our Directors currently expect that one or more of the applicable percentage ratios (other than the
profit ratio) under the Listing Rules in respect of such transactions will exceed 0.1% but will be lower than
5%. Pursuant to Rule 14A.76(2)(a) of the Listing Rules, the transactions will be exempt from circular and
the independent shareholders’ approval requirement under Chapter 14A of the Listing Rules, but will be
subject to reporting, annual review and announcement requirements.

Waiver Application

Our Directors (including our independent non-executive Directors) are of the view that the Intraoral
Scanner Purchase and Sales Framework Agreement benefits our business operations, given the synergy
between our principal business and the value-added services as well as the importance of stable supply of
high-quality intraoral scanners to our customers. In addition, given the transactions under the Intraoral
Scanner Purchase and Sales Framework Agreement will be carried out from time to time after the
[REDACTED] and the related framework agreement is disclosed in this document, our Directors consider
that strict compliance with the announcement requirement in respect thereof would be impractical and
unduly burdensome, and would add unnecessary administrative cost to us. Accordingly, we have applied
to the Stock Exchange for, and the Stock Exchange [has] granted, a waiver to us under Rule 14A.105 of
the Listing Rules from strict compliance with the announcement requirement under Chapter 14A of the
Listing Rules in respect of the Intraoral Scanner Purchase and Sales Framework Agreement. The waiver
will expire on December 31, 2023. In case of any future amendment to the Listing Rules which is stricter
than the requirements applicable to continuing connected transactions disclosed in this document, we will
take appropriate measures to ensure the compliance by us of relevant requirements within a reasonable
time period.

Non-exempt continuing connected transactions (subject to reporting, annual review, announcement,
circular and independent Shareholders’ approval requirements)

We set out below a summary of the continuing connected transactions of our Group which are subject
to reporting, annual review, announcement, circular and independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

Clear Aligners Purchase and Sales Framework Agreement

Principal Terms

In [®], Wuxi EA and CC Dental entered into a clear aligners purchase and sales framework agreement
(the “Clear Aligners Purchase and Sales Framework Agreement,” together with the Intraoral Scanner
Purchase and Sales Framework Agreement, the “Continuing Connected Transaction Framework
Agreements”), pursuant to which, we agree to grant to CC Dental Group rights to sell our clear aligners
and related services in certain regions in China, and CC Dental Group agrees to purchase from us and sell
to third parties our clear aligners and related services accordingly. The Clear Aligners Purchase and Sales
Framework Agreement has a term commencing from the date of signing to December 31, 2023.
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Reason for the Transactions

Given the large sales network of CC Dental Group in China, we benefit from the business
cooperation between us and CC Dental Group in sales of our products and expansion and promotion of
our products and brands among the hospitals and dental clinics in China, which enabling us to enhance
our competitiveness.

Historical Amount

During the two years ended December 31, 2018, 2019 and the nine months ended September 30,
2020, the total revenues from CC Dental Group for purchases of our products and services was RMB7.9
million, RMB14.4 million and RMB14.7 million, respectively.

Annual Cap and Basis for Annual Cap

Our Directors estimate that the total revenues from CC Dental Group for purchases of our products
and services will not exceed RMB27.4 million, RMB36.6 million and RMB47.2 million for the year
ending December 31, 2021, 2022 and 2023, respectively.

In determining such annual caps, our Directors have considered (i) the historical and prevailing
market price for our clear aligners and related services under the Clear Aligners Purchase and Sales
Framework Agreement, prices offered to other distributors of our Company of comparable goods and
services, as well as the potential fluctuations in the market price for such goods in the future; (ii) the
estimated demands and growth of sales of our products in the future three years in the relevant authorized
regions and areas under such agreements; and (iii) the possible future growth in the clear aligner industry
and the dental industry in China.

Pricing Policies

Fees charged by us for purchases of our clear aligners and related services shall be primarily
determined based on the general guide on sales price of such goods as provided by us from time to time
to the distributors (including independent distributors), with certain adjustment determined from time to
time by the parties on an arm’s length basis with reference to the sales volume and historical performance.
We generally settle payment directly with CC Dental Group for the goods purchase price and CC Dental
Group is generally pay us on a monthly basis. Specific price and payment will be made according to the
respective clear aligner purchase and sales contracts as further entered into between CC Dental Group and
us under the Clear Aligners Purchase and Sales Framework Agreement, which shall generally be in line
with the term and conditions we provide to a similar independent distributor. See “Business — Sales and
Distribution — Sales through Distributors” for more information.

Listing Rule Implications

The Clear Aligners Purchase and Sales Framework Agreement and the transactions contemplated
thereunder are in the ordinary and usual course of our business and on normal commercial terms or better
and our Directors currently expect that one or more of the applicable percentage ratios (other than the
profit ratio) under the Listing Rules in respect of such transactions will exceed 5%. Pursuant to Chapter
14A of the Listing Rules, the transactions will be subject to reporting, annual review, announcement,
circular and the independent shareholders’ approval requirement.
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Waiver Application

Our Directors (including our independent non-executive Directors) are of the view that the Clear
Aligners Purchase and Sales Framework Agreement benefits our business operations, given the importance
of stable sales and expansion of our product sales coverage. In addition, given the transactions under the
Clear Aligners Purchase and Sales Framework Agreement will be carried out from time to time after the
[REDACTED] and the related framework agreement is disclosed in this document, our Directors consider
that strict compliance with the announcement, circular and shareholders’ approval requirement in respect
thereof would be impractical and unduly burdensome, and would add unnecessary administrative cost to
us. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has] granted, a
waiver to us under Rule 14A.105 of the Listing Rules from strict compliance with the announcement,
circular and the independent shareholders’ approval requirement under Chapter 14A of the Listing Rules
in respect of the Clear Aligners Purchase and Sales Framework Agreement. The waiver will expire on
December 31, 2023. In case of any future amendment to the Listing Rules which is stricter than the
requirements applicable to continuing connected transactions disclosed in this document, we will take
appropriate measures to ensure the compliance by us of relevant requirements within a reasonable time
period.

DIRECTORS’ VIEWS

Our Directors (including our independent non-executive Directors) consider that the non-exempt
continuing connected transactions under the Continuing Connected Transaction Framework Agreements,
including but not limited to terms and annual caps thereof, have been entered into and will be entered into,
as applicable, (i) in the ordinary and usual course of our business; (ii) on normal commercial terms or
better; and (iii) are fair and reasonable and in the interests of our Company and our Shareholders as a
whole.

JOINT SPONSORS’ VIEWS

The Joint Sponsors have (i) reviewed the relevant documents and historical figures prepared and
provided by the Company in relation to the above Non-exempt Continuing Connected Transactions; and
(ii) conducted due diligence by discussing with the Company with respect to the above Non-exempt
Continuing Connected Transactions. Based on the above, the Joint Sponsors are of the view that the
proposed annual caps of each of the Non-exempt Continuing Connected Transactions are fair and
reasonable and in the interests of the Company and its Shareholders as a whole, and that such transactions
have been and will be, as applicable, entered into in the ordinary and usual course of the Company’s
business, on normal commercial terms, are fair and reasonable and in the interest of the Company and its
Shareholders as a whole.

INTERNAL CONTROL MEASURES

We will adopt the following internal control and corporate governance measures to closely monitor
connected transactions and ensure future compliance with the Listing Rules:

(1) we will adopt and implement a management system on connected transactions and our Board
and various internal departments of our Company will be responsible for the control and daily
management in respect of the continuing connected transactions;

(2) our Board and various internal departments of our Company will be jointly responsible for
evaluating the terms of the continuing connected transactions, in particular, the fairness of the
pricing policies and annual caps (if applicable) under each transaction;

(3) our Board and the finance department of our Group will regularly monitor the connected
transactions and our management will regularly review the pricing policies to ensure connected

transactions to be performed in accordance with the relevant agreements;
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(4)

(5)

we shall engage our auditors to, and our independent non-executive Directors will, conduct
annual review on the connected transactions to ensure that the transactions contemplated
thereunder have been conducted pursuant to the requirements of the Listing Rules and have
fulfilled the relevant disclosure requirements; and

we will comply with the relevant requirements under Chapter 14A of the Listing Rules for the
continuing connected transactions, and comply with the conditions prescribed under the wavier
submitted to the Stock Exchange in connection with the continuing connected transactions in
this regard.
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SUMMARY INFORMATION OF OUR DIRECTORS AND SENIOR MANAGEMENT

The following table sets forth information regarding our current Directors.

Relationship
with other
Date of Time of Directors and
appointment as joining senior
Name Age Position Directors our Group Responsibilities management
Directors
Mr. FENG Dai 45  Chairman of November 29, May 2012  Overall strategy None
5 the Board and 2018 planning, corporate
non-executive governance and
Director business direction of
our Group
Ms. LI 47  Executive November 29,  July 2003  Overall strategy None
Huamin (%% Director and 2018 planning, corporate
) chief executive governance, business
officer direction, and
business management
of our Group
Mr. CHEN 47  Executive November 29,  April 2010  Overall strategy None
Kai (BEE) Director and 2018 planning, corporate
chief operating governance, business
officer direction, and
operation
management of our
Group
Mr. HUANG 38  Non-executive November 29, January Overall strategy None
Kun (#7%2) Director 2018 2015 planning, corporate
governance and
business direction of
our Group
Mr. HU 46  Non-executive December 21, December Overall strategy None
Jiezhang Director 2020 2020 planning, corporate
(ANE) governance and
business direction of
our Group
Mr. HAN 65  Independent [®] [®] Supervising and None
Xiaojing non-executive providing
C: %5 Director independent opinion
to our Board
Ms. DONG Li 50  Independent [®] [®] Supervising and None
(FEF) non-executive providing
Director independent opinion
to our Board
Mr. SHI Zi 50  Independent [®] [®] Supervising and None
a1 non-executive providing
Director independent opinion
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The following table sets forth information regarding the senior management members of our
Company (other than the Directors disclosed above):

Relationship
Date of with other
appointment as Time of Directors and
senior joining our senior
Name Age Position management Group Responsibilities management
Mr. TIAN Jie 55  Chief medical January 1, January  Overall medical None
(H7) officer 2007 2007 matters of our Group
Mr. SONG 33 Chief August 8, August 2011 Overall sales None
Xin (K£E) commercial 2011 management of our
officer Group
Mr. LIU Yu 38  Chief September 18, September Overall management None
(B5%) marketing 2015 2015 of marketing, training
officer and education of our
Group
Mr. ZHU 49  Chief financial November 1, November Overall financial None
Guolin officer 2017 2017 management of our
CREH) Group
Mr. ZHU 37  Senior vice October 9, October Overall management None
Lingbo president, 2020 2020 of financing,
CRE ) board investment, investor
secretary and relations, capital
joint company market activities and
secretary corporate governance
related matters of our
Group

BOARD OF DIRECTORS
Executive Directors and Non-Executive Directors

Mr. FENG Dai (O5f8), aged 45, is our chairman of the Board and non-executive Director, appointed
in November 2018, and is primarily responsible for overall strategy planning, corporate governance and
business direction of our Group. Mr. Feng joined our Group in May 2012. He also serves as a director of
certain of our subsidiaries, including serving as a director of Wuxi EA Medical Instruments Technologies
Limited (35 RE KA BB AMEHE A FRA ) since May 2012 and as the chairman of the board since
May 2016.

Mr. Feng currently serves as a managing director of CareCapital Advisors Limited (FAMH & B (F
W) A B2 H]), an investment and operating group committed to building the dental and oral care industry,
since March 2015. He also serves as directors in the portfolio companies of CareCapital, including the vice
chairman of Carestream Dental LLC, a leading global company in dental x-ray, intra-oral scanners and
dental clinic management software businesses, the chairman of Huikou Dental Hospital Group (E/H i [
B Bi A BRZSF]), a leading regional dental hospital group based out of China, and a director of the
controlling shareholder of Neoss Limited, a leading dental implant company based out of UK and Sweden.
Mr. Feng also serves as an independent director of Wuxi Apptec. (55 4 HH 52 74557 4 BH 9% i A BR A 7)),
a CRO company listed on the Stock Exchange (stock code: 02359) and the Shanghai Stock Exchange
(stock code: 603259), since December 2018, and an independent director of Sling Group Holdings Limited
(FRIS E B R A FR/A A), a company listed on the Stock Exchange (stock code: 08285), since December
2017. He has been the director of The Forsyth Institute (Affiliate of Harvard Dental School) (W3 K245
B2 Bt B i A R T P BHIUTFE BE) since February 2018. From April 2004 to December 2014, he served various
positions, including associate, principal and managing director at Warburg Pincus Asia LLC, a leading
global private equity firm.
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Mr. Feng graduated from Harvard University (M KE%) with a bachelor’s degree in engineering
sciences in June 1997.

Ms. LI Huamin (ZZ#)), aged 47, is our executive Director and chief executive officer, and is
primarily responsible for the overall strategy planning, corporate governance, business direction, and
business management of our Group. Ms. Li together with a group of dental professionals and scientists
co-founded our Group in 2003 and was appointed as an executive Director in November 2018. Ms. Li has
also served as director or general manager of certain of our subsidiaries, including serving as the chairman
of the board at Wuxi EA Medical Instruments Technologies Limited (&5 REft K fi B REAMAHE A RA
]) from November 2011 to May 2016 and as a director and the general manager since May 2016, and as
a director at Beijing EA Bio-tech Co., Ltd. (AL RpfC R AR AR F]) from July 2003 to April
2016. Ms. Li was also as a director and the general manager of Shanghai Dongshan Industrial Co., Ltd.
(L HRAZEZEA B/ F), previously known as Shanghai EA Industrial Co., Ltd. (_Ei R KA E A R
3 H]), from July 2003 to September 2008.

Ms. Li is a member of the National Technical Committee on Dental Materials and Devices of
Standardization Administration of China (2B I FE# B ZE G MR HEL BT 22 B &) (SAC/TC99). She
has also been a director of China Oral Health Foundation ("B RFiiAFE4 ) since 2013, and was

appointed as a member of the Fourth Subcommittee of Stomatological Devices of Chinese Stomatological
Association (H3E [/ B EL Er 55 0 Jig 1 JPE B L AR A A4 43 8) in 2020.

Ms. Li graduated from Nankai University (Fi B K2:) with a bachelor’s degree in auditing in June
1995, and obtained an MBA degree from Shanghai Jiao Tong University (_#28#KEE) in June 2000.

Mr. CHEN Kai (BR##), aged 47, is our executive Director and chief operating officer, and is
primarily responsible for the overall strategy planning, corporate governance, business direction, and
operation management of our Group. Mr. Chen joined our Group in April 2010 and was appointed as an
executive Director in November 2018. He has served as a director and senior management of certain of
our subsidiaries, including serving as a director and chief operating officer at Wuxi EA Medical
Instruments Technologies Limited (85 R R fd 5 e s iR A7 PR 7)) since November 2018 and April
2010, respectively.

Prior to joining our Group, Mr. Chen served as a national marketing director in Changchun
GeneScience Pharmaceuticals Co., Ltd. (RESEHEEAR/AF]) from March 2008 to April 2010. He
served as the deputy manager of the marketing department of Jiangyin Tianjiang Pharmaceutical Co., Ltd.
(TLBERITEEZEAFR/AF) from March 2006 to October 2007. Prior to that, Mr. Chen worked at
LeiYunShang Pharmaceutical Co., Ltd. of Shanghai Pharma Group (i B 284 E 75 fv L 26366 FR A A)
from March 2004 to April 2005. He also worked at Shanghai Sanjiu Technology Development Co., Ltd.
(B =B R AR A FR /A7) from November 2002 to October 2003.

Mr. Chen graduated from Northwest University for Nationalities (PGt %K 2:) with a bachelor’s
degree in medical science in June 1995. He further obtained a master’s degree in regional economy from
Minzu University of China (3R %K 2E) in June 2001 and an MBA degree from Fudan University (1
HKE) and National Taiwan University (B3 &#K5) in January 2016.

Mr. HUANG Kun (FIE), aged 38, is our non-executive Director, appointed in November 2018, and
is primarily responsible for the overall strategy planning, corporate governance and business direction of
our Group. Mr. Huang joined our Group in January 2015. He has served as a director of certain of our
subsidiaries, including serving as a director of Wuxi EA Medical Instruments Technologies Limited (%

SR AR A B R AR MR A BR A A]) since January 2015.
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Mr. Huang joined CareCapital Advisors Limited (FAMAHEE B (F M) A FR/AF), an investment and
operating group committed to building the dental and oral care industry, in April 2015, and currently
serves as a managing director. Mr. Huang currently also serves as directors in the portfolio companies of
CareCapital, including the Chairman of Shanghai CareCapital Dental Devices Co., Ltd. (_FIEAMA T BL&%
WA PR/ ), a leading distribution group of dental products based out of China, a director of Purgo
Biologics Inc., a leading company in dental bone regeneration products based out of South Korea, and a
director of Szechuan New Huaguang Medical Technology Limited (VPH)I[Hr#E BRI A RAT), a
leading distributor of dental products based out of China. Prior to that, Mr. Huang served as an investment
director and a vice president successively at Beijing Warburg Pincus Consulting Co., Ltd. (At 2 #e VP-4 &
#EFA PR H]) from July 2011 to March 2015. Mr. Huang also served as a senior investment manager
during his work at Orchid Asia Investment Consulting (Shanghai) Co., Ltd. (HIZH &G L) A RA
F]) from June 2007 to June 2011.

Mr. Huang graduated from Tsinghua University (/5% K%%) with a bachelor’s degree in finance in
July 2005.

Mr. HU Jiezhang (Mi7Z8E), aged 46, is our non-executive Director, and is primarily responsible for
the overall strategy planning, corporate governance and business direction of our Group. Mr. Hu joined
our Group since and was appointed as a non-executive Director in December 2020. He has also served as
a director of Wuxi EA Medical Instruments Technologies Limited (S5 REA I B2 MR A FRA #])
since December 2020.

Mr. Hu currently serves as a partner of CareCapital Advisors Limited (FAMIHEE H(FH M) AR A
F]), an investment and operating group committed to building the dental and oval care industry, since
January 2018, and as a director and the chief executive officer of Shanghai CareCapital Dental Devices
Co., Ltd. (_E1EMA A FHEA PR 1)), a leading distribution group of dental products based out of China,
since March 2020. Prior to that, Mr. Hu was a vice president at Zoom Commerce Ltd. (J& 7 248 s 48
5 SR BR/A ) from June 2016 to January 2018. Mr. Hu also served as a vice president at Beyondsoft
Corporation (FZFHLA 4 BR/AF]), a company listed on the Shenzhen Stock Exchange (stock code:
002649), from December 2012 to May 2016. Mr. Hu also worked for several other companies, including
served as a vice president at Achievo Information Technology (Shenzhen) Co., Ltd. (KJEfE ERHE (I
A FR/AF]) from May 2007 to November 2012, as a general manager at Guangzhou Jie’ao Computer
Technology Co., Ltd. (BN T ARG E#EHL A FR/A 7)) from February 2003 to April 2007, as a technical
director at Zoom Commerce Ltd. (&M T &4 M85 ERHE AR F]) from November 1999 to January
2003.

Mr. Hu graduated from Nanjing University (B4 K%%) with a bachelor’s degree in physics in July
1995.

Independent Non-Executive Directors

Mr. HAN Xiaojing (¥#/)N3R), aged 65, is our independent non-executive Director, and is primarily
responsible for supervising and providing independent opinion to our Board. Mr. Han has been appointed
as our independent non-executive Director since [®].

Mr. Han is the founding partner of Commerce & Finance Law Offices (b5 7 4 o /3 ffi 545 T) and
has been an attorney there since May 1992. Mr. Han has also been an independent non-executive director
at Sino-Ocean Group Holding Limited (% ¥ 4 FI¥E A FR/A F), a real estate company listed on the Stock
Exchange (stock code: 3377), Far East Horizon Limited (3 7 {5 A /A7), a company listed on the
Stock Exchange (stock code: 3360) and Vital Mobile Holdings Limited (4EKBIFHERARARD), a
company listed on the Stock Exchange (stock code: 6133), since June 2007, March 2011 and June 2019,
respectively. He has also served as a supervisor at Ping An Bank Company Limited (*F-Z8R17 534 B
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3T]), a company listed on the Shenzhen Stock Exchange (stock code: 000001), since October 2020 and
served as one of its independent directors from February 2014 to October 2020. Prior to that, he served
as an independent director of Beijing Sanju Environmental Protection & New Materials Company Limited
b =B EROSHM RH A FR/A 7)), a company listed on the Shenzhen Stock Exchange (stock code:
300072), from April 2014 to September 2020, and as an outside director of China National Aviation Fuel
Group Limited ("HEIfTZ= AL 5E B A BR/AH]), a Chinese state-owned enterprise in 2016 Fortune Global

500 list, since December 2017.

Mr. Han graduated from Hubei Finance College (i#JLHA%EELEE) (currently known as Zhongnan
University of Economics and Law (4R FARC % K E2)) with a bachelor’s degree in law in July 1982. He
further obtained a master’s degree in law from China University of Political Science and Law (*EE{i%
KEL) in July 1985.

Ms. DONG Li (Z%i), aged 50, is our independent non-executive Director, and is primarily
responsible for supervising and providing independent opinion to our Board. Ms. Dong has been appointed
as our independent non-executive Director since [®].

Ms. Dong has been an independent non-executive director at Yixin Group Limited, a company listed
on the Stock Exchange (stock code: 2858), since November 2017. She was also an independent
non-executive director of 58.com Inc., a company previously listed on the New York Stock Exchange
(ticker: WUBA), from April 2020 to September 2020. Prior to that, Ms. Dong was the chief financial
officer of eDaijia (ALHECEATIRIF M BAEEMRES A R/AR]), an online designated driver service
provider, from August 2015 to June 2017. She served as a chief financial officer at RDA Microelectronics,
Inc., a company previously listed on NASDAQ (ticker: RDA), from November 2007 to July 2015, and was
appointed as its executive director from January 2014 to July 2015. Ms. Dong worked for Hewlett-Packard
in China since 1992, and was the Finance Operations Manager of Hewlett-Packard Technology (Shanghai)
Co., Ltd. when she left in 2005.

Ms. Dong graduated from Nanjing University of Science and Technology (Fd ¥ T.KE) with a
bachelor’s degree in economics in July 1992. She further obtained an MBA degree from China Europe
International Business School in April 2004. She is an accountant recognized by the Ministry of Finance
of the People’s Republic of China in October 1994.

Mr. SHI Zi (5F), aged 50, is our independent non-executive Director, and is primarily responsible
for supervising and providing independent opinion to our Board. Mr. Shi has been appointed as our
independent non-executive Director since [®].

Mr. Shi has been the executive director and general manager of Shenzhen Qianhai E-Cloud
Technology Company Limited (YT A% EFHZ A FR /A F]) since January 2015. He also worked as a
senior partner at Junsan Capital Management Company Limited (4% & # A R /A F]) from September
2009 to September 2014 and a vice president of the group at SF Express (Group) Company Limited (JI
W (4 ) A FR/A 7)) from July 2007 to November 2009. Prior to that, Mr. Shi served as the director of
the information technology department and the director of factory affairs at Hitachi Global Storage
Technologies (Shenzhen) Company Limited (H 32 ERBRAFHBHZEINABRAF]) (formerly known as
Shenzhen IBM Technology Products Company Limited (I PEp5 SEM 28 F 000 22 5 A PR A F])) from
January 1999 to July 2007.

Mr. Shi graduated from Tsinghua University (J#K%E) with a bachelor’s degree in electrical
engineering in July 1993. He further obtained a master’s degree in business administration from Tsinghua
Shenzhen International Graduate School (i #EREEIIMFFTARL) in July 2006.

- 169 -



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

DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Ms. LI Huamin (Z#§)), aged 47, is our executive Director and chief executive officer. See “—
Board of Directors” for her biographical details.

Mr. CHEN Kai (PR#%), aged 47, is an executive Director and our chief operating officer. See “—
Board of Directors” for his biographical details.

Mr. TIAN Jie (H7K), aged 55, is our chief medical officer, and is primarily responsible for the
overall medical matters of our Group. Mr. Tian joined our Group in January 2007 as our medical director.
Mr. Tian has also served as senior management in certain of our subsidiaries, including serving as the
medical director of Beijing EA Bio-tech Co., Ltd. (IR R AR B AR F]) from January 2007
to December 2009, as the medical director at Wuxi EA Medical Instruments Technologies Limited (285
IRFA R A B AR IR A7 FR A7) from February 2010 to January 2012, and as the chief medical officer or
chief medical expert at Shanghai EA Medical Instruments Co., Ltd. (7RIl B PR A FRA 7))
since February 2012.

Prior to joining our Group, Mr. Tian served as dentist and associate chief physician in the department
of stomatology in No. 210 Hospital of People’s Liberation Army (ff{#55210%& BE) from July 1997 to
March 2006. Mr. Tian also served as a dentist at The Fourth Military Medical University Stomatological
Hospital (570 F 5 KE B PL) from July 1989 to July 1997.

Mr. Tian received his bachelor’s degree in stomatology from The Fourth Military Medical University
CEVIHEERE) in September 1989, where he also received his doctorate degree in orthodontics in August
1997. He received his professional qualification certificate for associate chief physician in December
2001, granted by the political department of Shenyang Military Region of the People’s Liberation Army

(R B 8 PR S 10 P B ).

Mr. SONG Xin (3R&), aged 33, is our chief commercial officer, and is primarily responsible for the
overall sales management of our Group. Mr. Song joined our Group in August 2011, and has served as the
chief commercial officer since February 2018. Mr. Song has also severed several positions in certain of
our subsidiaries, including serving as chief commercial officer at Wuxi EA Medical Instruments

Technologies Limited (M85 LR E B AL A BR /A F]) since February 2018.

Prior to joining our Group, Mr. Song served as a regional manager at Guizhou Tongjitang
Pharmaceutical Co., Ltd (& JH [R5 ®gEABR/A ) from March 2009 to July 2011.

Mr. Song graduated from Henan University of Technology (Fg L3 K%E) with his bachelor’s
degree in bio-technology in July 2008, and is currently pursuing an EMBA degree at Fudan University (1

HREE).

Mr. LIU Yu (8/2£), aged 38, is our chief marketing officer, and is primarily responsible for the
overall management of marketing, training and education of our Group. Mr. Liu joined us in September
2015, and has served as the chief marketing officer since then. Mr. Liu has also served as chief marketing
officer of Wuxi EA Medical Instruments Technologies Limited (HE$5RFfC R (& FR 48 bRHE A FR A7)
since September 2015.

Prior to joining our Group, he served as the director of public relations in the department of corporate
marketing and public relations of Tencent Group and at Tencent Technology (Shenzhen) Co., Ltd. (&=]
BHEZEIN A B2 F]), a subsidiary of Tencent Holdings Limited which is listed on the Stock Exchange
(stock code: 0700), from July 2008 to September 2015.

Mr. Liu obtained a master’s degree in communications from Sichuan University (VI)IK2) in June
2008.
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Mr. ZHU Guolin (5&E#K), aged 49, is our chief financial officer, and is primarily responsible for
the overall financial management of our Group. Mr. Zhu joined us in November 2017, and has served as
the chief financial officer since then. Mr. Zhu has also served as chief financial officer of Wuxi EA
Medical Instruments Technologies Limited (#8485 Rt K (i 5 BEas R A7 FR/A F]) since November 2017.

Prior to joining our Group, Mr. Zhu served as a senior vice president at Chengdu Tiandi Network
Information Technology Co., Ltd. (#5 K b4 (5 SR FR/A F]) from March 2017 to October 2017, and
as the vice president of finance at Jin Ba Men’s (Shanghai) Co., Ltd. ()% B3 L) AFRAF) from
November 2016 to March 2017. He served successively as the director of finance department and the vice
president of finance at Yonghui Superstores Co., Ltd. (M A3 APRA ) from August 2011 to
October 2016, and assistant to general manager of finance management center and general manager at
China Life Insurance Company Limited Shanghai Branch Company (4B A75{R B e fn A FRA 7 B2
A]) from March 2006 to July 2011. Prior to that Mr. Zhu worked as an investment manager at Wanxiang
Investment Co., Ltd. (& HR/AF]) from July 2005 to March 2006, and worked at Shenyin &
Wanguo Securities Co., Ltd. (H4R #B#EJ+ KA R F]) from July 2002 to July 2005.

Mr. Zhu graduated from Nanjing University (F 5 K%2) with a bachelor’s degree in urban planning
in July 1993. He further obtained a master’s degree in economy from Sun Yat-sen University (4111 K£2)
in June 1999 and a doctorate degree in economy from Fudan University (& HK£) in July 2002.

Mr. ZHU Lingbo (%&J¥), aged 37, is our senior vice president, board secretary and a joint
company secretary, and is primarily responsible for financing, investment, investor relations, capital
market activities and corporate governance related matters of our Group. Mr. Zhu joined our Group in
October 2020, and has been our senior vice president and board secretary since then. Mr. Zhu has also
served as senior vice president and board secretary of Wuxi EA Medical Instruments Technologies Limited

(B85 R A R A B e a MR 452 PR3 7)) since October 2020.

Mr. Zhu has more than 11 years of experience in corporate finance and capital market practices. Prior
to joining our Group, Mr. Zhu worked as an investment banker, serving as a vice president or executive
director at J.P. Morgan Securities (China) in Shanghai from July 2019 to October 2020 and at Goldman
Sachs Gao Hua Securities in Beijing from July 2013 to July 2019. Prior to that, he worked as an investment
analyst in Corporate Planning & Strategic Investment department at Sun Hung Kai Properties (Shanghai)
in Shanghai from June 2009 to June 2011. Mr. Zhu also worked at KPMG Huazhen (Special General
Partnership) in Shanghai from August 2006 to April 2008.

Mr. Zhu graduated from Fudan University (f H K#) with a bachelor’s degree in management in
July 2006, and obtained an MBA degree from Kellogg School of Management at Northwestern University
in June 2013. He was recognized as a Chartered Financial Analyst by CFA Institute in September 2010 and
was also accredited as a non-practicing certified public accountant by the Chinese Institute of Certified
Public Accountants in December 2010.
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JOINT COMPANY SECRETARIES

Mr. ZHU Lingbo (%%&J¥), is our senior vice president, board secretary and a joint company
secretary. See “— Senior Management” for his biographical details.

Ms. CHU Cheuk Ting (5 23%), was appointed as a joint company secretary of our Company in [®].
Ms. Chu is a manager of Corporate Services of Tricor Services Limited. She has over 10 years of
experience in the corporate secretarial field. She has been providing professional corporate services to
Hong Kong listed companies as well as multinational, private and offshore companies. Ms. Chu is an
associate of both The Hong Kong Institute of Chartered Secretaries and The Chartered Governance
Institute (formerly known as The Institute of Chartered Secretaries and Administrators). Ms. Chu holds a
bachelor of arts degree from The Hong Kong Polytechnic University and a master of science in
professional accounting and corporate governance from the City University of Hong Kong.

BOARD COMMITTEES
Audit Committee

Our Company has established an Audit Committee on [®], with effect from the [REDACTED], with
written terms of reference in compliance with Rule 3.21 of the Listing Rules and the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules. The Audit Committee consists of three
members, namely Ms. DONG Li, Mr. HAN Xiaojing and Mr. SHI Zi. Ms. DONG Li is the chairwoman
of the Audit Committee. The primary duties of the Audit Committee are to review and supervise the
financial reporting process and internal control system of our Group, oversee the audit process, review and
oversee the existing and potential risks of our Group and perform other duties and responsibilities as
assigned by our Board.

Remuneration Committee

Our Company has established a Remuneration Committee on [®], with effect from the
[REDACTED], with written terms of reference in compliance with Rule 3.25 of the Listing Rules and the
Corporate Governance Code as set out in Appendix 14 to the Listing Rules. The Remuneration Committee
has five members, namely Mr. HAN Xiaojing, Ms. LI Huamin, Mr. HUANG Kun, Ms. DONG Li and Mr.
SHI Zi. Mr. HAN Xiaojing is the chairman of the Remuneration Committee. The primary duties of the
Remuneration Committee are to establish and review the policy and structure of the remuneration for our
Directors and senior management and make recommendations on employee benefit arrangement.

Nomination Committee

Our Company has established a Nomination Committee on [®], with effect from the [REDACTED],
with written terms of reference in compliance with the Corporate Governance Code as set out in Appendix
14 to the Listing Rules. The Nomination Committee consists of five members, namely Mr. FENG Dai, Mr.
CHEN Kai, Mr. HAN Xiaojing, Ms. DONG Li and Mr. SHI Zi. Mr. FENG Dai is the chairman of the
Nomination Committee. The primary duties of the Nomination Committee are to make recommendations
to our Board on the appointment of Directors of our Company.
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BOARD DIVERSITY

We have adopted our board diversity policy in [®], which sets out the objective and approach to
achieve and maintain diversity on our Board in order to enhance the effectiveness of our Board. Our board
diversity policy provides that our Company should endeavor to ensure that our Board members have the
appropriate balance of skills, experience and diversity of perspectives that are required to support the
execution of its business strategy, and when nominate and appoint a Director, with the assistance of the
nomination committee, the Board will consider a number of factors to diversify our board composition,
including but not limited to professional experience, skills, knowledge, gender, age, cultural and
educational background, ethnicity, length of service and the potential contributions that the candidate is
expected to bring to our Board, in order to better serve the needs and development of our Company. All
Board appointments will be based on merits and candidates will be considered against objective criteria,
having due regard to the benefits of diversity to our Board. After the [REDACTED], our nomination
committee will review our board diversity policy and evaluate the implementation of the board diversity
policy from time to time to ensure its continued effectiveness and we will disclose in our corporate
governance report about the implementation of our board diversity policy on an annual basis.

CORPORATE GOVERNANCE

We aim to achieve high standards of corporate governance which are crucial to our development and
safeguard the interests of our Shareholders. In order to accomplish this, we expect to comply with all the
code provisions of the Corporate Governance Code as set out in Appendix 14 to the Listing Rules.

DIRECTORS’ REMUNERATION

Our Directors and members of our senior management receive remuneration from our Company in
the form of fees, salaries, contributions to pension schemes, discretionary bonuses, allowances and other
benefits in kind.

The aggregate amount of remuneration our Directors have received (including fees, salaries,
contributions to pension schemes, discretionary bonuses, allowances, share-based compensation and other
benefits in kind) for the two years ended December 31, 2019 and the nine months ended September 30,
2020 was approximately RMB15.1 million, RMB37.5 million and RMB30.7 million, respectively. It is
estimated that remuneration and benefits in kind equivalent to approximately RMB39.5 million in
aggregate will be paid and granted to our Directors by us in respect of the financial year ending December
31, 2021 under arrangements in force as at the date of this document.

The aggregate amount of emolument paid to the five highest paid individuals of our Group (including
fees, salaries, contributions to pension schemes, discretionary bonuses, allowances, share-based
compensation and other benefits in kind), excluding Directors, for the two years ended December 31, 2019
and the nine months ended September 30, 2020 was approximately RMBO.1 million, RMB7.6 million and
RMB7.1 million, respectively. During the Track Record Period, no remuneration was paid by us to our
Directors or the five highest paid individuals as an inducement to join or upon joining us or as a
compensation for loss of office. Further, none of our Directors had waived any remuneration during the
same period.

Save as disclosed above, no other payments have been paid, or are payable, by our Group to our
Directors or the five highest paid individuals of our Company during the Track Record Period.

Our Board will review and determine the remuneration and compensation packages of our Directors
and senior management on which, following the [REDACTED], advice will be received from the
remuneration committee taking into account salaries paid by comparable companies, time commitment and
responsibilities of the Directors and performance of our Group.
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SHARE AWARD SCHEMES

See “Our History and Corporate Development — Share Award Schemes” and “Appendix IV —
Statutory and General Information — D. Share Award Schemes” for more information.

COMPLIANCE ADVISOR

We have appointed Somerley Capital Limited as our compliance advisor pursuant to Rule 3A. 19 of
the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the compliance advisor will advise us in
the following circumstances:

(1) before publication of any regulatory announcement, circular or financial report;

(2) where a transaction, which might constitute a notifiable or connected transaction under the
Listing Rules, is contemplated, including share issues and share repurchases;

(3) where we propose to use the [REDACTED] of the [REDACTED] in a manner different from
that detailed in this document or where our business activities, developments or results of
operation deviate from any forecast, estimate or other information in this document; and

(4) where the Stock Exchange makes an inquiry of our Company regarding [REDACTED] in the
[REDACTED] or any other matters under Rule 13.10 of the Listing Rules.

The term of the appointment will commence on the [REDACTED] and end on the date on which we
distribute the annual report of the first full financial year commencing after the [REDACTED] and such
appointment may be subject to extension by mutual agreement.
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AUTHORIZED AND ISSUED SHARE CAPITAL

The following is a description of the authorized and issued share capital of our Company as of the
date of this document and immediately after completion of the [REDACTED]:

Aggregate nominal
value of Shares

(US$)

As of the date of this document
Authorized share capital
500,000,000 Shares of par value of US$0.0001 each .. ..................... 50,000
Issued share capital
148,977,500 Shares of par value of US$0.0001 each . ...................... 14,897.75
Immediately after completion of the [REDACTED]
Authorized share capital
500,000,000 Shares of par value of US$0.0001 each .. ..................... 50,000
Issued share capital
148,977,500 Shares of par value of US$0.0001 each inissue . ................ 14,897.75
[REDACTED] Shares of par value of US$0.0001 each to be issued under the

[REDACTED] . . . ... e [REDACTED]
[REDACTED] Shares of par value of US$0.0001 in total . .................. [REDACTED]
ASSUMPTIONS

The above table assumes that (1) the [REDACTED] becomes unconditional and the issuance of
Shares pursuant to the [REDACTED] is made as described herein; (2) the [REDACTED] is not exercised;
(3) the Share Subdivision is completed; and (4) the options granted under the Share Awards Schemes are
not exercised.

RANKING

The [REDACTED)] are ordinary shares in the share capital of our Company and will rank equally
in all respects with all Shares in issue or to be issued as set out in the above table, and will qualify and
rank equally for all dividends or other distributions declared, made or paid after the date of this Document.

CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS AND CLASS MEETINGS ARE
REQUIRED

After completion of the [REDACTED], our Company will have only one class of Shares, namely
ordinary shares, and each ranks pari passu with the other Shares.

Pursuant to the Cayman Companies Act and the terms of our Memorandum and Articles of
Association, our Company may from time to time by ordinary resolution (i) increase its capital; (ii)
consolidate and divide its capital into Shares of larger amount; (iii) divide its Shares into classes; (iv)
subdivide its Shares into Shares of smaller amount; and (v) cancel any Shares which have not been taken.
In addition, our Company may reduce or redeem its share capital by special resolution. For more details,
please see “Summary of the Constitution of the Company and Cayman Companies Act — Summary of the
Constitution of the Company — 2. Articles of Association — 2.5 Alteration of capital” in Appendix III.
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Pursuant to the Cayman Companies Act and the terms of our Memorandum and Articles of
Association, all or any of the special rights attached to the Shares or any class of Shares may be varied,
modified or abrogated either with the consent in writing of the holders of not less than three-fourths in
nominal value of the issued Shares of that class or with the sanction of a special resolution passed at a
separate general meeting of the holders of the Shares of that class. For more details, please see “Summary
of the Constitution of the Company and Cayman Companies Act — Summary of the Constitution of the
Company — 2. Articles of Association — 2.4 Variation of rights of existing shares or classes of shares”
in Appendix III. Further, our Company will also hold general meetings from time to time as may be
required under the Articles, a summary of which is set out in “Summary of the Constitution of our
Company and Cayman Companies Act” in Appendix III.

SHARE AWARD SCHEMES

See “Our History and Corporate Development — Share Award Schemes” and “Statutory and General
Information — D. Share Award Schemes” in Appendix IV to this document for details.
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Each of the following persons will, immediately following completion of the [REDACTED]
(assuming the Share Subdivision is completed and taking into no account of any Shares which may be
issued upon the exercise of the [REDACTED] or any options granted under the Share Awards Schemes),
have an interest or short position in Shares or underlying Shares which would be required to be disclosed

to our Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO,

or, directly or indirectly, be interested in 10% or more of the nominal value of any class of share capital

carrying rights to vote in all circumstances at general meetings of our Company:

Long positions in our Company

Number of Shares

Approximate
percentage

Name Capacity/Nature of interest

CareCapital Orthotech Limited”. .. .. .. Beneficial Interest

CareCapital EA, Inc.V . ... ... ... . ... Interest in controlled
corporation

CareCapital Moonstone Holdings Interest in controlled

Limited™ . ... ... ... ... ... ..., corporation

CareCapital Dental Holdings Limited" . . Interest in controlled
corporation

CareCapital Management Group LLC" . . Interest in controlled
corporation

Mr. FENG Dai® ... ... ... ... ... ... Interest in controlled
corporation

Sky Honour Enterprises Limited® ... .. Beneficial Interest

Shore Lead Limited®. ... ........... Interest in controlled
corporation

J.P. Morgan Trust Company (Bahamas) Trustee

Limited® ... ... ... ... ... . ....

Ms. LI Huamin® . ... ... ... ...... Trustee; Settlor of a
trust; interest in
controlled corporation

Vast Luck Global Limited® .. ... .. ... Beneficial Interest

Jovial Day Global Limited® . ... ... ... Interest in controlled
corporation

J.P. Morgan Trust Company (Bahamas) Trustee

Limited® ......... .. ... ......
Mr. CHEN Kai® ... ... .. ... ... ... Trustee; Settlor of a

trust; interest in
controlled corporation

The letter “L” denotes the person’s long position in the Shares.
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(1) See notes to corporate structure set forth in the section headed “Our History and Corporate Development” for details.

(2) See “Our History and Corporate Development — Establishment of Trusts” and notes to corporate structure in the section
headed “Our History and Corporate Development” for details.

3) See “Our History and Corporate Development — Establishment of Trusts” and notes to corporate structure in the section

headed “Our History and Corporate Development” for details.

For details of the substantial shareholders who will, directly or indirectly, have interests in 10% or
more of the nominal value of any class of share capital carrying rights to vote in all circumstances at
general meeting of any member of our Group other than our Company, see “— C. Further Information
about Our Directors and Substantial Shareholders” in Appendix IV to this document for details.

Save as disclosed herein, our Directors are not aware of any person who will, immediately following
the [REDACTED)] (taking into no account of any Shares which may be issued upon the exercise of the
[REDACTED] or any options granted under the Share Award Schemes), have an interest or short position
in Shares or underlying Shares which would be required to be disclosed to our Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, directly or indirectly, be
interested in 10% or more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of our Company.
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You should read the following discussion in conjunction with the combined financial statements
and the notes thereto included in the Accountant’s Report set out in Appendix I to this document
which have been prepared in accordance with IFRS and the selected historical financial information
and operating data included elsewhere in this document. Our historical results do not necessarily
indicate results expected for any future periods. The following discussion and analysis contains
forward-looking statements that involve risks and uncertainties. Our actual results may differ from
those anticipated in these forward-looking statements as a result of any number of factors, including
those set forth in “Forward-looking Statements” and “Risk Factors.” In evaluating our business,
you should carefully consider the information provided in “Risk Factors” in this document.

OVERVIEW

We are the leading clear aligner treatment solution provider in China. China’s clear aligner treatment
solution market is highly concentrated, with the top two market players accounting for an aggregate
market share of 82.3% in the nine months ended September 30, 2020 in terms of case shipments, according
to the CIC Report. We led the market with a market share of approximately 41.3% in the same period,
according to the same source.

We empower dental professionals with Angelalign clear aligner system, our proprietary digital
orthodontics solution, which comprises a trio of components: (1) digitally-assisted case assessment
support and treatment planning services, (2) customized, removable clear aligners based on specific
treatment plans, and (3) iOrtho, a cloud-based service platform. During the Track Record Period, the
number of dental professionals we served increased from approximately 11,500 in 2018 to approximately
15,800 in 2019, and from approximately 13,900 in the nine months ended September 30, 2019 to
approximately 17,300 in the nine months ended September 30, 2020. Our case shipments increased from
approximately 77,700 in 2018 to approximately 120,100 in 2019, and from approximately 91,400 in the
nine months ended September 30, 2019 to approximately 101,700 in the nine months ended September 30,
2020.

We generate revenue primarily from the provision of clear aligner treatment solutions, and to a much
lesser extent, from the provision of other services. Our revenue was RMB488.5 million and RMB645.9
million in 2018 and 2019, respectively, and RMB485.4 million and RMB601.3 million in the nine months
ended September 30, 2019 and 2020, respectively. Our gross profit was RMB311.7 million and RMB417.1
million in 2018 and 2019, respectively, representing a gross profit margin of 63.8% and 64.6%,
respectively. Our gross profit was RMB324.4 million and RMB425.6 million in the nine months ended
September 30, 2019 and 2020, respectively, representing a gross profit margin of 66.8% and 70.8%,
respectively. Our net profit was RMB58.2 million and RMB67.7 million in 2018 and 2019, respectively,
representing a net profit margin of 11.9% and 10.5%, respectively. Our net profit was RMB70.6 million
and RMB155.7 million in the nine months ended September 30, 2019 and 2020, respectively, representing
a net profit margin of 14.5% and 25.9%, respectively. Our adjusted EBITDA was RMB127.5 million and
RMB172.1 million in 2018 and 2019, respectively, and RMB149.3 million and RMB253.2 million in the
nine months ended September 30, 2019 and 2020, respectively. Our adjusted net profit was RMB92.5
million and RMB130.4 million in 2018 and 2019, respectively, and RMB116.3 million and RMB203.6
million in the nine months ended September 30, 2019 and 2020, respectively. See “— Description of Major
Profit or Loss Line Items — Non-IFRS Measures” for a reconciliation of our operating profit to adjusted
EBITDA and net profit to adjusted net profit, respectively.

BASIS OF PREPARATION

Our historical financial information has been prepared in accordance with International Financial
Reporting Standards (“IFRS”). The historical financial information has been prepared under the historical
cost convention, as modified by the revaluation of financial assets at fair value through profit or loss,
which are carried at fair value.
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The preparation of historical financial information in conformity with IFRS requires the use of
certain critical accounting estimates, as well as our management’s judgment in applying our accounting
policies. See Note 4 to the Accountant’s Report in Appendix I to this document for the areas involving a
high degree of judgment or complexity, or areas where assumptions and estimates are significant to the
historical financial information.

We have applied IFRS 16 “Leases” consistently during the Track Record Period, which became
effective for annual periods beginning on or after January 1, 2019.

GENERAL FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our business, results of operations and financial condition have been, and are expected to continue
to be, affected by various general factors, including primarily the following.

Economic and Industry Trends in China

China has experienced rapid economic growth over the past few decades, which has resulted in
increasing per capita disposable income, expanding network of medical institutions, and increasing
awareness of dental health, aesthetics and treatment, all of which have contributed to the increase in the
demand for clear aligner treatment. According to the CIC Report, the market size of China’s clear aligner
market, in terms of retail sales revenue, increased from US$0.2 billion in 2015 to US$1.4 billion in 2019
at a CAGR of 56.0%, and is expected to reach US$11.9 billion by 2030 at a CAGR of 21.5% from 2019
to 2030. Moreover, laws and regulations enacted by China’s governmental authorities, as well as favorable
industry policy including preferential tax treatments and other governmental supports, also have a
significant impact on the prospect of the clear aligner market. Other factors, such as the scientific and
technological development in the industry could also have a significant impact on the demand of clear
aligner treatment. See “Industry Overview” for details relating to key market drivers. Changes in the
factors that impact the growth rate of China’s clear aligner market would have significant impact on the
demand of our clear aligner treatment solutions, and in turn, our business and prospects. Our ability to
anticipate and respond to potential changes in industry trends will have a significant impact on our future
performance.

Pandemic Influence

As a clear aligner treatment solution provider, our business and results of operations could be
materially affected by outbreak of health pandemics. For example, since the outbreak of COVID-19
throughout China and other countries and regions, a number of precautionary and control measures have
been implemented worldwide to contain the virus. Government efforts to contain the spread of COVID-19,
including city lockdowns or “stay-at-home” orders, suspension of non-emergent dental care services and
temporary closures of dental hospitals and clinics, restrictions on travel and emergency quarantines, have
caused significant and unprecedented disruptions to the global and Chinese economy and normal business
operations across sectors. As a result, China’s clear aligner market has been negatively impacted, which
in turn materially and adversely affected our business, results of operations and financial condition in the
short-term. For example, we experienced a temporary decrease in the case shipments to approximately
10,900 in the three months ended March 31, 2020, as compared to approximately 24,100 in the three
months ended March 31, 2019.

The Chinese government has gradually lifted the domestic travel restrictions and other quarantine
measures, and economic activities have begun to recover and return to normal nationwide since the second
quarter of 2020. We have experienced a strong rebound in our business volume since April 2020, as
evidenced by the increase in case shipments from approximately 10,900 in the three months ended March
31, 2020 to approximately 36,400 in the three months ended June 30, 2020, and further to approximately
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54,500 in the three months ended September 30, 2020. However, there remain significant uncertainties
surrounding the COVID-19 outbreak and its further development as a global pandemic, considering the
severe global situation and the recent regional resurgence of COVID-19 cases in certain areas in China.
We are closely monitoring the development of the COVID-19 outbreak and continuously evaluating any
potential pandemic impact on our business, results of operations and financial condition. See “—
COVID-19 Outbreak and Effects on Our Business” for the impact of COVID-19 outbreak on our business
and “Risk Factors — Risks Relating to Our Business and Industry — Our business and operations have
been and may continue to be materially and adversely affected by the COVID-19 pandemic” for the

associated risks and challenges.

Seasonality

Our business experiences some effects of seasonal variations due to the preferences of patients with
a need for clear aligner treatment. We typically experienced the highest sales during the summer vacation.
We had our second highest sales during winter vacations before and after the Chinese New Year for similar
reasons. The seasonality changes may cause fluctuations in our financial results.

SPECIFIC FACTORS AFFECTING OUR RESULTS OF OPERATIONS

In addition to general economic conditions and industry factors, we believe the following
company-specific factors have had, and will continue to have, a significant impact on our results of
operations.

Our Ability to Retain and Attract Customers and Dental Professionals

We generate revenue primarily from the provision of clear aligner treatment solutions. Our
sustainable revenue growth depends significantly on our ability to retain and attract customers, primarily
including hospitals and clinics. Our ability to attain continuous growth also depends significantly on our
dental professional base, which in turn depends on the efficiency, operability and comprehensiveness of
our clear aligner treatment solutions vis-a-vis dental professionals, the efficacy, reliability and all-rounded
advantages of clear aligners vis-a-vis their patients, and our brand recognition and reputation in the
market. During the Track Record Period, the number of dental professionals we served increased from
approximately 11,500 in 2018 to approximately 15,800 in 2019, and from approximately 13,900 in the nine
months ended September 30, 2019 to approximately 17,300 in the nine months ended September 30, 2020.
We believe that we attract customers and dental professionals primarily through delivery of comprehensive
and diversified solutions with premium quality and high tolerance. Our ability to continue to improve and
diversify the features of our clear aligner treatment solutions and enhance our recognition among dental
professionals and their potential patients is critical to our ability to retain our existing customers and
dental professionals and attract prospective ones, thereby achieving sustainable growth in revenue and our
overall results of operations.

Our Production Capacity

The growth of our revenue depends to a large extent on our ability to expand our production capacity.
In 2018, 2019 and the nine months ended September 30, 2020, the production capacity of our
manufacturing facilities for clear aligners was approximately 6.8 million units, 15.8 million units and 14.3
million units, respectively. Our production capacity over the Track Record Period generally increased,
primarily due to the commencement of production on our newly established automated production lines.
For details of our annual production capacity and utilization rates at our current facilities, see “Business
— Our Intelligent Manufacturing — Manufacturing Facilities.”
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We plan to expand our production capacity by constructing our Chuangmei Center with a gross floor
area of approximately 126,000 square meters in Wuxi City. The new manufacturing facilities in our
Chuangmei Center, once fully commissioned, are expected to have an ultimate annual designed production
capacity of approximately 100 million units of clear aligners. We expect to commence production with the
first few established automated production lines by the end of 2021. See “Business — Our Intelligent
Manufacturing — Expansion Plan” and “Future Plans and Use of [REDACTED]” for details.

However, our expansion plan involves significant capital expenditure, which may destabilize our
liquidity if we are unable to generate sufficient cash flow from operations or from financing activities. In
addition, expanding our production capacity generally results in higher depreciation expenses in future
periods. As a result, if we are unable to maintain a sufficient utilization rate, or otherwise fail to generate
sufficient profit from the expanded production capacity to offset the increased depreciation expenses, our
profitability would suffer from the expansion.

Our Research and Development Efforts and Technological Capabilities

We operate in a market characterized by continuous technological advancements and changing
industrial trends. As a result, our results of operations and long-term growth prospects will depend on our
ability to continue to improve and innovate our clear aligner treatment solutions through our research and
development efforts and enhanced technological capabilities. Our research and development expenses
were RMB50.2 million and RMB80.9 million in 2018 and 2019, respectively, representing 10.3% and
12.5% of our total revenue for the same periods, respectively. For the nine months ended September 30,
2019 and 2020, our research and development expenses were RMB57.6 million and RMB58.9 million,
respectively, representing 11.9% and 9.8% of our total revenue for the same periods, respectively. We seek
to continually strengthen our research and development capabilities by maintaining a dedicated research
and development team with high credentials and expertise and upgrading our core technology platforms,
in order to keep pace with the technological advancements and industrial trends. Such plans could increase
our research and development expenses and may impact our results of operations and financial condition.

Our Ability to Control Costs and Expenses

Our results of operations have been and will continue to be affected by our ability to control our cost
of revenue and other expenses.

Our cost of revenue was RMB176.8 million and RMB228.8 million in 2018 and 2019, respectively,
representing 36.2% and 35.4% of our total revenue for the same periods, respectively. For the nine months
ended September 30, 2019 and 2020, our cost of revenue was RMB161.0 million and RMB175.7 million,
respectively, representing 33.2% and 29.2% of our total revenue for the same periods, respectively. Our
cost of revenue primarily consisted of raw materials and consumables used and staff costs.

We purchase various raw materials from both domestic and international third party suppliers. The
prices of raw materials are determined principally by market forces and changes in government policies,
as well as our bargaining power with our suppliers. Any fluctuation in raw material costs from current
levels would impact our cost of revenue and our gross profit margins. We have implemented a number of
cost-control measures with respect to our raw material procurement in order to mitigate the impact of
rising raw material prices, including maintaining safety stock based on our manufacturing forecasts,
selectively cooperating with alternative suppliers and engaging in strategic negotiations with suppliers.
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In addition, our selling and marketing expenses and administrative expenses also represented a
significant percentage of our total revenue. Our selling and marketing expenses represented 16.7% and
19.0% of our total revenue in 2018 and 2019, respectively, and 17.8% and 15.2% of our total revenue for
the nine months ended September 30, 2019 and 2020, respectively. Our administrative expenses
represented 22.0% and 21.1% of our total revenue in 2018 and 2019, respectively, and 20.5% and 15.8%
of our total revenue for the nine months ended September 30, 2019 and 2020, respectively. We strive to
manage these expenses, such as advertising and promotion expenses, by, among other things, establishing
and adhering to an annual budget for our marketing expenses. If we fail to manage our operating expenses,
our profitability may be materially and adversely affected.

Pricing and Sales Channels

Our pricing directly affects our revenue, gross profit margin and results of operations. We consider
various factors when pricing our products, such as estimated costs and expenses, including cost of raw
materials and consumables used, staff costs, depreciation and amortization expenses and other operating
expenses, as well as market conditions, such as market demand and competition.

Our profitability may also be affected by our sales channels. In addition to direct sales, we have
engaged distributors to increase sales and market share, reduce the marketing cost in less developed
markets, and leverage their channel resources. We generated 11.0%, 29.9% and 32.8% of our total revenue
from sales through distributors in 2018, 2019 and the nine months ended September 30, 2020, respectively.
Our ability to effectively select and manage our distributor network is critical to our business and financial
performance. In addition, we typically set a fixed price in the distributorship agreements at a discount
compared to the direct selling price based on various factors, including the distributors’ distribution
territory, channel resources, business volume and bargaining power. As such, the proportion of our sales
through distributors may impact our profitability.

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

We have identified certain accounting policies that we believe are most significant to the preparation
of our combined financial statements. Our significant accounting policies and estimates, which are
important for understanding our results of operations and financial condition, are set forth in Notes 2 and
4 to the Accountant’s Report in Appendix I to this document, respectively. Some of the accounting policies
involve subjective assumptions and estimates, as well as complex judgements relating to accounting items.
In each case, the determination of these items requires management judgment based on information and
financial data that may change in future periods. When reviewing our financial statements, you should
consider (1) our selection of critical accounting policies, (2) the judgment and other uncertainties affecting
the application of such policies, and (3) the sensitivity of reported results to changes in conditions and
assumptions.

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable for the goods or
services in the ordinary course of our activities. Revenue is recognized when the control of the goods or
services is transferred to a customer.
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Revenue from clear aligner treatment solution services

Our clear aligner treatment solution services typically comprise deliverables including treatment
planning services and clear aligners. Those deliverables as a whole in each solution service contract
represent one performance obligation to our customers. Deliverables in each solution service contract are
designed and custom-made for each specific patient based on their needs and teeth position, and thus do
not create an asset with an alternative use to us, and we have an enforceable right to payment for
performance completed to date.

Revenue from clear aligner treatment solution services is recognized during the period of the
contract by reference to the progress towards complete satisfaction of the respective performance
obligations. The progress towards complete satisfaction is measured by reference to the value of
deliverables transferred to the customer to date relative to the remaining deliverables promised under each
contract.

However, significant judgments and estimations are required in determining the accuracy of progress
towards complete satisfaction of the performance obligation of each contract at the reporting date,
including the value of deliverables transferred to the customer and remaining number of batches promised
in each contract. Our revenue may be affected by the changes in value estimates in future periods. We rely
on generally accepted prices negotiated with our customers when estimating the value transferred to
customers, while we rely on our historical experience when estimating the remaining number of batches
expected to be transferred for each solution case.

If a customer pays consideration or we have an unconditional right to consideration before we
transfer goods or services to a customer, we record the contract as a contract liability when the payment
is received or a receivable is recorded, whichever is earlier. A contract liability represents our obligation
to transfer goods or services to a customer for which we have received consideration (or an amount of
consideration is due) from the customer. A receivable is recorded when we have an unconditional right to
consideration, i.e. if only the passage of time is required before payment of that consideration is due.

In addition to direct sales, we engaged distributors to deliver products and services to public
hospitals and private dental clinics. These distributors possess the requisite business licenses and permits
to sell medical devices in China and have established relationships with public hospitals and private dental
clinics within their regions. Therefore, they are treated as the vendors of public hospitals and private
dental clinics. In this case, we recognize revenue with the wholesale prices entered into with distributors.

Revenue from other services

Revenue from other services, including orthodontics and cosmetic dentistry services and other dental
services to patients, is recognized over time in the accounting period in which the related services have
been rendered.

Share-based Payments

We operate a share incentive plan, under which we receive services from employees as consideration
for our equity instruments. We recognize an expense at the fair value of employee services received in
exchange for the grant of the equity instruments (including share options) and a corresponding increase
in equity. The total amount of expense in terms of equity instruments awarded to employees is determined
by reference to the fair value of the equity instruments granted, taking into consideration of the impact of
market performance conditions and non-vesting conditions. Non-market performance and service
conditions are included in assumptions about the number of equity instruments that are expected to vest.
The total expense is recognized over the vesting period, during which all of the specified vesting
conditions are to be satisfied.
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At the end of each reporting period, we revise our estimates of the number of equity instruments
expected to vest based on the non-marketing performance and service conditions. We recognize the impact
of such revisions to original estimates, if any, in profit or loss, with a corresponding adjustment to equity.
If employees provide services in advance of the grant date, the grant date fair value is estimated for the
purposes of recognizing the expense during the period between the service commencement date and grant
date.

The grant of equity instruments to the employees of our subsidiaries is treated as capital contribution.
The fair value of employee services, measured by reference to the grant date fair value, is recognized over
the vesting period as an increase to investments in subsidiaries, with a corresponding increase in the parent
equity accounts.

We issue new shares upon the exercise of share options. The proceeds net of any directly attributable
transaction costs are credited to share capital. Where there is any modification of the terms and conditions
which increases the fair value of the equity instruments granted, we include such in the amount recognized
for the services received over the remainder of the vesting period. The incremental fair value is the
difference between the fair value of the modified equity instrument and that of the original equity
instrument, both estimated as at the date of the modification. We recognize expense based on the
incremental fair value over the period from the modification date to the date when the modified equity
instruments vest in addition to any amount in respect of the original instrument. If we modify the terms
or conditions in a manner that reduces the total fair value of the share-based payment, or not otherwise
beneficial to the employee, we shall nevertheless continue to account for the services received as
consideration for the equity instruments granted as if that modification had not occurred.

Leases

We recognize a right-of-use asset and a corresponding liability on the day when the leased asset is
available for our use. Each lease payment is allocated between principal and finance cost. The finance cost
is charged to profit or loss over the lease period to produce a constant periodic rate of interest on the
remaining balance of the liability for each period. The right-of-use asset is depreciated over the shorter
of the asset’s useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. The lease
payments are discounted using the interest rate implicit in the lease, if such can be determined, which is
generally the lessee’s incremental borrowing rate.

Right-of-use assets are measured at cost, taking into consideration the amount of the initial
measurement of lease liability, lease payments made at or before the commencement date less any lease
incentives received, any initial direct costs, and restoration costs. Right-of-use assets are generally
depreciated over the shorter of the asset’s useful life and the lease term on a straight-line basis. If we are
reasonably certain to exercise a purchase option, the right-of-use asset is depreciated over the underlying
asset’s useful life.

Payments associated with short-term leases and all leases of low-value assets are recognized on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12
months or less.
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COMBINED STATEMENTS OF COMPREHENSIVE INCOME

The following table set forth a summary of our combined statements of comprehensive income for
the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)

Revenue . . .. ... ... 488,483 100.0 645,898 100.0 485,410 100.0 601,328 100.0
Cost of revenue . . . . . . (176,765) (36.2) (228,756) (35.4) (161,036) (33.2) (175,680) (29.2)
Gross profit . . . .. .. 311,718 63.8 417,142 64.6 324,374 66.8 425,648 70.8
Selling and marketing

expenses . . ... ... (81,439) (16.7) (122,645) (19.0) (86,535) (17.8) (91,175) (15.2)
Administrative expenses . (107,702) (22.0) (136,544) (21.1) (99,472) (20.5) (95,283) (15.8)
Research and

development expenses . (50,163) (10.3) (80,905) (12.5) (57,559) (11.9) (58,935) (9.8)
Net impairment losses on

financial assets . . . . . (3,684) (0.8) (2,512) (0.4) (4,121) (0.8) (6,478) (1.1)
Other income . . . . ... 4,608 0.9 8,804 1.4 6,822 1.4 13,616 2.3
Other expenses . . . . . . — — (2,000) (0.3) — — (6,000) (1.0)
Other gains/(losses) —

net............ 1,933 0.4 2,851 0.4 2,428 0.5 2,857 0.5
Operating profit. . . . . . 75,271 15.4 84,191 13.0 85,937 17.7 184,250 30.6

Finance income . . . . 1,223 0.3 1,791 0.3 1,174 0.2 2,981 0.5

Finance costs . . . . . . (1,354) (0.3) (1,142) (0.2) (779) (0.2) (910) (0.2)

Finance income/(costs)
net. ........... (131) (0.0) 649 0.1 395 0.1 2,071 0.3

Share of loss of
investments accounted
for using the

equity method . . ... (363) (0.1) (348) (0.1) 157 0.0 (34) (0.0)
Profit before income

tax. . ... ... ... 74,777 15.3 84,492 13.1 86,489 17.8 186,287 31.0
Income tax expense . . . (16,591) 3.4) (16,827) (2.6) (15,906) (3.3) (30,576) (5.1)
Profit for the

year/period. . . . . . . 58,186 11.9 67,665 10.5 70,583 14.5 155,711 25.9
Other comprehensive

income

Currency translation
differences . . . .. .. 89 0.0 396 0.1 390 0.1 (489) 0.1)

Total comprehensive
income for the
year/period. . . . . . . 58,275 11.9 68,061 10.5 70,973 14.6 155,222 25.8

Total comprehensive
income for the
year/period
attributable to

— Owners of the

Company . . . . ... 59,823 12.2 69,231 10.7 71,681 14.8 155,120 25.8
— Non-controlling
interests . . . . ... (1,548) (0.3) (1,170) (0.2) (708) (0.1) 102 0.0
58,275 11.9 68,061 10.5 70,973 14.6 155,222 25.8
Non-IFRS Measures":
Adjusted EBITDA . . . . 127,537 26.1 172,054 26.6 149,320 30.8 253,202 42.1
Adjusted net profit . . . 92,497 18.9 130,354 20.2 116,288 24.0 203,610 33.9
(1) See “— Description of Major Profit or Loss Line Items — Non-IFRS Measures.”
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DESCRIPTION OF MAJOR PROFIT OR LOSS LINE ITEMS

Revenue

During the Track Record Period, we generated revenue primarily from the provision of clear aligner
treatment solutions, and to a much lesser extent, from the provision of other services. The following table
sets forth a breakdown of our revenue by business line, both in absolute amount and as a percentage of
our total revenue, for the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)

Clear aligner treatment

solutions . . ... ... 464,949 95.2 628,059 97.2 472,174 97.3 588,901 97.9
Other services. . . . . .. 23,534 4.8 17,839 2.8 13,236 2.7 12,427 2.1
Total . . . .. ....... 488,483 100.0 645,898 100.0 485,410 100.0 601,328 100.0

We generated revenue of RMB464.9 million and RMB628.1 million from the provision of clear
aligner treatment solutions in 2018 and 2019, respectively, representing 95.2% and 97.2% of our total
revenue in the same periods, respectively. We generated revenue of RMB472.2 million and RMBS588.9
million from the provision of clear aligner treatment solutions in the nine months ended September 30,
2019 and 2020, respectively, representing 97.3% and 97.9% of our total revenue for the same periods,
respectively. During the Track Record Period, our revenue generated from the provision of clear aligner
treatment solutions increased primarily due to the increases in the number of dental professionals we
served with our Angelalign clear aligner system and case shipments.

Revenue generated from other services primarily represented service fees generated by our dental
clinics which are primarily for the purpose of improving the accessibility of our medical services for
dental professionals and providing them with regular in-the-field training in application of our solutions.
We generated revenue of RMB23.5 million and RMB17.8 million from other services in 2018 and 2019,
respectively, representing 4.8% and 2.8% of our total revenue in the same periods, respectively. We
generated revenue of RMB13.2 million and RMB12.4 million from other services in the nine months
ended September 30, 2019 and 2020, respectively, representing 2.7% and 2.1% of our total revenue,
respectively.
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Cost of revenue

Our cost of revenue primarily consisted of raw materials and consumables used, staff costs,
production costs, depreciation and amortization expenses and delivery costs. The following table sets forth
a breakdown of our cost of revenue by nature, both in absolute amount and as a percentage of total cost
of revenue, for the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)

Raw materials and

consumables used . . . 80,863 45.7 108,808 47.6 73,708 45.8 87,391 49.7
Staff costs . . . .. .. .. 50,415 28.5 64,280 28.1 46,511 28.9 49,181 28.0
Production costs . . . . . 12,705 7.2 22,234 9.7 15,456 9.6 5,990 34
Depreciation and

amortization expenses . 8,846 5.0 11,943 5.2 8,305 5.2 11,355 6.5
Delivery costs. . . . . .. 7,201 4.1 10,710 4.7 7,653 4.8 9,597 5.5
Others™ . . . .. .. ... 16,735 9.5 10,781 4.7 9,403 5.7 12,166 6.9
Total . . . .. ... .... 176,765 100.0 228,756 100.0 161,036 100.0 175,680 100.0

(D Include primarily outsourcing expenses, tax and other surcharges, property management fees and labor insurance costs.

Raw materials and consumables used primarily consisted of purchase costs of raw materials and
consumables used to manufacture our clear aligners, including composite polymer materials (in
splint/sheet form) and other manufacturing materials. Staff costs primarily consisted of wages and salaries,
pension, housing funds, medical insurances, social insurances and other welfare benefits for our medical
design and manufacturing personnel. Production costs primarily consisted of leasing expenses for
manufacturing equipment, such as 3D printers, and utilities costs incurred to produce clear aligners.
Depreciation and amortization expenses primarily consisted of depreciation of our manufacturing
equipment for clear aligners and right-of-use assets representing the land use rights for our manufacturing
plants, and amortization of medical design software and manufacturing plants renovations. Delivery costs
were primarily related to the delivery of clear aligners to corresponding dental professionals.
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The following table sets forth a breakdown of our cost of revenue by business line, both in absolute
amount and as a percentage of total cost of revenue, for the periods indicated.

Year ended December 31,

Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)

Clear aligner treatment

solutions . . . ... .. 160,735 90.9 216,731 94.7 152,594 94.8 166,973 95.0
Other services. . . . . .. 16,030 9.1 12,025 5.3 8,442 5.2 8,707 5.0
Total . . . ... .. .... 176,765 100.0 228,756 100.0 161,036 100.0 175,680 100.0

Gross Profit and Gross Profit Margin

Our gross profit was RMB311.7 million and RMB417.1 million in 2018 and 2019, respectively,
representing a gross profit margin of 63.8% and 64.6% for the same periods, respectively. Our gross profit
was RMB324.4 million and RMB425.6 million in the nine months ended September 30, 2019 and 2020,
respectively, representing a gross profit margin of 66.8% and 70.8% for the same periods, respectively.

The following table sets forth a breakdown of our gross profit and gross profit margin by business

line for the periods indicated.

Year ended December 31,

Nine months ended September 30,
2018 2019 2019 2020

Gross Gross Gross Gross

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

(RMB in thousands except for percentages)
(unaudited)
Clear aligner treatment

solutions . . . .. ... .. 304,214 65.4% 411,328 65.5% 319,580 67.7% 421,928 71.6%
Other services . . . . . ... 7,504 31.9% 5,814 32.6% 4,794 36.2% 3,720 29.9%
Total . . .. ... ...... 311,718 63.8% 417,142 64.6% 324,374 66.8% 425,648 70.8%

Our gross profit margin for the provision of clear aligner treatment solutions continuously increased
during the Track Record Period, primarily because we were able to optimize the cost structure of our clear
aligner treatment solutions. Our gross profit margin for the provision of other services decreased during
the Track Record Period, primarily due to the impact of COVID-19 pandemic in 2020.
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Selling and Marketing Expenses

Our selling and marketing expenses primarily consisted of staff costs, advertising and promotion
expenses, travelling and entertainment expenses, training expenses, and depreciation and amortization
expenses. The following table sets forth a breakdown of our selling and marketing expenses, both in
absolute amount and as a percentage of total selling and marketing expenses, for the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)
Staff costs . . . .. ... ... .. 27,264 335 57,994 47.3 41,770 48.3 56,585 62.1
Advertising and promotion
eXpenses . . . ... ... .. 34,809 42.7 38,905 31.7 28,905 33.4 24,252 26.6
Travelling and entertainment
eXpenses . . ... ... .. 11,153 13.7 11,637 9.5 7,594 8.8 3,848 4.2
Training expenses . . . ... .. 2,563 3.1 5,548 4.5 3,533 4.1 1,959 2.1
Depreciation and amortization
eXpenses . . .. o. ... .. 1,100 1.4 2,086 1.7 1,755 2.0 1,113 1.2
Others” . . ... ... ... ... 4,550 5.6 6,475 5.3 2,978 34 3,418 3.8
Total . . . ... ... ....... 81,439 100.0 122,645 100.0 86,535 100.0 91,175 100.0

(1) Include primarily professional service fees, conference expenses and transportation expenses.

Staff costs primarily consisted of wages and salaries, pension, housing funds, medical insurances,
social insurances and other welfare benefits for our sales and marketing personnel. Advertising and
promotion expenses primarily consisted of expenses incurred in relation to our A-tech Forum and the
service fees and materials and delivery costs incurred by our branding and marketing activities. Travelling
and entertainment expenses primarily consisted of the travelling and entertainment expenses incurred by
our selling and marketing personnel. Training expenses primarily represented the costs we incurred in
providing training to dental professionals with respect to the use of our clear aligner treatment solutions.
Depreciation and amortization expenses were primarily related to the depreciation of equipment for sales
and marketing purposes and right-of-use assets representing office premises of our selling and marketing
department, and the amortization of software and renovations with respect to sales and marketing
activities.
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Administrative Expenses

Our administrative expenses primarily consisted of staff costs, share-based payments,
[REDACTED] expenses, professional services fees, depreciation and amortization expenses and
travelling and entertainment expenses. The following table sets forth a breakdown of our administrative
expenses, both in absolute amount and as a percentage of total administrative expenses, for the periods
indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)
Staff costs (excluding share-
based payments) . . . ... .. 32,106 29.8 33,773 24.7 27,561 27.7 22,748 23.9
Share-based payments . . . . . . 23,438 21.8 61,677 45.2 45,419 45.7 47,201 49.5
[REDACTED] expenses. . . . . 10,510 9.8 664 0.5 443 0.4 664 0.7
Professional services fees . . . . 15,329 14.2 14,874 10.9 9,471 9.5 6,434 6.8
Depreciation and amortization
exXpenses . . . o.o.o.o.o.o.. .. 8,188 7.6 9,602 7.0 6,492 6.5 8,229 8.6
Travelling and entertainment
expenses . . ... ... 6,245 5.8 4,432 3.2 2,339 2.4 1,103 1.2
Others™™ . . . . ... ... .... 11,886 11.0 11,522 8.5 7,747 7.8 8,904 9.3
Total . . ... ........... 107,702 100.0 136,544 100.0 99,472 100.0 95,283 100.0

(1) Include primarily office expenses, recruiting expenses, property management fees, disability benefits and business
insurance expenses.

Staff costs primarily consisted of wages and salaries, pension, housing funds, medical insurances,
social insurances and other welfare benefits for our administrative personnel and management personnel.
Share-based payments were related to the grant of equity instrument to our employees under our share
incentive plan during the Track Record Period. [REDA CTED] expenses represented the expenses incurred
in connection with the [REDACTED]. Professional services fees primarily consisted of consulting fees,
auditing fees and legal fees. Depreciation and amortization expenses primarily consisted of the
depreciation of our office facilities and right-of-use assets representing office premises of our
administrative and management departments, and the amortization of software and renovations with
respect to administrative and management activities. Travelling and entertainment expenses primarily
consisted of the travelling and entertainment expenses incurred by our administrative personnel.
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Research and Development Expenses

Our research and development expenses primarily consisted of staff costs, technical service fees and
depreciation and amortization expenses. The following table sets forth a breakdown of our research and
development expenses, both in absolute amount and as a percentage of total research and development
expenses, for the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)
Staff costs . . . . ... ... ... 41,078 81.9 66,633 82.4 46,741 81.2 52,423 89.0
Technical service fees . . . . .. 5,117 10.2 5,973 7.4 4,961 8.6 1,631 2.8
Depreciation and amortization
eXpenses . . .. o. ... .. 2,117 4.2 4,742 5.9 3,397 5.9 3,247 5.5
Others™™ . . . . ... ... ... .. 1,851 3.7 3,557 4.3 2,460 4.3 1,634 2.7
Total . . ... ........... 50,163 100.0 80,905 100.0 57,559 100.0 58,935 100.0

(1) Include primarily travelling and entertainment expenses, utilities expenses, delivery costs and costs of raw materials
and other consumables.

Staff costs primarily consisted of wages and salaries, pension, housing funds, medical insurances,
social insurances and other welfare benefits for our research and development personnel. Technical service
fees primarily consisted of consulting service fees, technology development fees and testing fees incurred
for our research and development initiatives. Depreciation and amortization expenses primarily consisted
of the depreciation of our research and development equipment and facilities and right-of-use assets
representing office premises of our research development department, and the amortization of our research
and development software.

Net Impairment Losses on Financial Assets

Net impairment losses on financial assets primarily consisted of loss allowance provision for trade
receivables and other receivables. We recorded net impairment losses on financial assets of RMB3.7
million and RMB2.5 million in 2018 and 2019, respectively, and RMB4.1 million and RMB6.5 million for
the nine months ended September 30, 2019 and 2020, respectively.

Other Income

Other income consisted of government grants. We had other income of RMB4.6 million and RMBS8.8
million in 2018 and 2019, respectively, and RMB6.8 million and RMB13.6 million for the nine months
ended September 30, 2019 and 2020, respectively. Our governmental grants primarily consisted of
subsidies and incentives we received from local government authorities. Such subsidies and incentives
from local government authorities may fluctuate from time to time pursuant to the changes in relevant
government policies. There are no unfulfilled conditions or contingencies relating to these governmental
grants.
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Other Expenses

Other expenses consisted of donations. We recorded other expenses of nil and RMB2.0 million in
2018 and 2019, respectively, and nil and RMB6.0 million in the nine months ended September 30, 2019
and 2020, respectively.

Other Gains — net

Other gains — net primarily consisted of investment return from wealth management products,
losses on disposal of property, plant and equipment, and net foreign exchange gains or losses. We recorded
other gains — net of RMB1.9 million and RMB2.9 million in 2018 and 2019, respectively, and RMB2.4
million and RMB2.9 million in the nine months ended September 30, 2019 and 2020, respectively. The
following table sets forth a breakdown of our other gains — net for the periods indicated:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)

Realized fair value

gain of wealth

management products . . . . . 2,322 120.1 2,512 88.1 1,560 64.3 3,174 111.1
Net foreign exchange

gains/(losses) . . . . . ... .. 429 22.2 161 5.6 520 21.4 (134) 4.7)
Losses on disposal of intangible

assets . ... ... .. ... .. (44) 2.3) — — — — — —
(Losses)/gains on

disposals of property,

plant and equipment . . . .. (728) (37.7) (218) (7.6) 329 13.6 (137) 4.8)
Losses on disposal of a

subsidiary . . . . ... ... .. — — (81) (2.8) 81) (3.3) — —
Gains on early termination of

lease contracts . . . ... ... — — 57 2.0 30 1.2 10 0.4
Others . .. ............ (46) 2.4) 420 14.7 70 2.9 (56) (2.0)
Total . . . ... ... ....... 1,933 100.0 2,851 100.0 2,428 100.0 2,857 100.0

Finance Income

Finance income primarily consisted of our interest income on bank deposits. We recorded finance
income of RMB1.2 million and RMB1.8 million in 2018 and 2019, respectively, and RMB1.2 million and
RMB3.0 million in the nine months ended September 30, 2019 and 2020, respectively.
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Finance Costs

Finance costs consisted of our interest expense on and interest expense on amounts due to related
parties. The following table sets forth our finance costs for the periods indicated.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB % RMB % RMB % RMB %
(RMB in thousands except for percentages)
(unaudited)
Interest expense on leasing
liabilities . . . . . .. .. ... 780 57.6 1,123 98.3 765 98.2 896 98.5
Interest expense on amounts due
to related parties . . . . . . .. 574 42.4 19 1.7 14 1.8 14 1.5
Total . . . ... ... ... .... 1,354 100.0 1,142 100.0 779 100.0 910 100.0

Share of Results of Investments Accounted for Using the Equity Method

Share of results of investments accounted for using the equity method primarily consisted of the
share of results of the joint ventures and associate that we invested in. We recorded a share of loss of
investments accounted for using the equity method of RMBO0.4 million and RMBO0.3 million in 2018 and
2019, respectively. For the nine months ended September 30, 2019 and 2020, we recorded a share of profit
of RMBO0.2 million and a share of loss of RMB34,000, respectively.

Income Tax Expense

We incurred income tax expense of RMB16.6 million and RMB16.8 million in 2018 and 2019,
respectively, representing an effective tax rate of 22.2% and 19.9%, respectively. We incurred income tax
expense of RMB15.9 million and RMB30.6 million for the nine months ended September 30, 2019 and
2020, respectively, representing an effective tax rate of 18.4% and 16.4%, respectively. Our effective
income tax rate is calculated by dividing income tax expense by profit before income tax. Our effective
tax rates during the Track Record Period were below the 25% statutory rate, primarily due to (1)
preferential income tax rates applicable to our certain subsidiaries, and (2) super deduction for research
and development expenditure.

Our Company was incorporated in Cayman Islands as an exempted company with limited liability
under the Cayman Companies Law and accordingly is not subject to income tax. Our subsidiary
incorporated in Hong Kong is subject to the Hong Kong profits tax rate at 16.5%.

Pursuant to the EIT Law and related regulations, enterprises which operate in China are generally
subject to enterprise income tax at a rate of 25% on the taxable profit. Enterprises recognized as a “high
and new technology enterprise” (“HNTE”) are entitled to a preferential tax rate of 15% for three years as
long as the HNTE status is valid, and qualifying entities may re-apply for an additional three years
provided that their business operations continue to qualify for the HNTE status. Our subsidiary, Wuxi EA,
was recognized as a “high and new technology enterprise” (“HNTE”) in 2017, and successfully renewed
the HNTE status in 2020. As a result, Wuxi EA was subject to a preferential tax rate of 15% during the
Track Record Period. In addition, our subsidiary, Shanghai EA, was recognized as an HNTE in 2019 and
enjoyed a preferential tax rate of 15% in 2019 and the nine months ended September 30, 2020.

In addition, pursuant to the EIT Law and the related rules, enterprises are allowed to claim an
additional deduction of 50% of research and development expenses incurred for the development of new
technologies, new products and new craftsmanship from 2008. Pursuant to Caishui [2018] No. 99 (¥/#i
[2018]199%%), an extra 75% of the actual amount of research and development expenses can be deducted
before tax.
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No provision for German company income tax or the United States corporate income tax has been
made during the Track Record Period, as we do not have any assessable income subject to German
company income tax or the United States corporate income tax during the Track Record Period.

During the Track Record Period and up to the Latest Practicable Date, we had paid all relevant taxes
when due and there are no matters in dispute or unresolved with the relevant tax authorities.

Profit for the Year/Period

As a result of the foregoing, we recorded net profit of RMB58.2 million and RMB67.7 million in
2018 and 2019, respectively, and net profit of RMB70.6 million and RMB155.7 million in the nine months
ended September 30, 2019 and 2020, respectively.

Non-IFRS Measures

To supplement our combined financial statements which are presented in accordance with IFRS, we
also use adjusted EBITDA and adjusted net profit as additional financial measures, which is not required
by, or presented in accordance with IFRS. We believe that these non-IFRS measures facilitates
comparisons of operating performance from period to period and company to company by eliminating
potential impacts of items that our management do not consider indicative of our operating performance,
such as certain non-cash items and certain impact of investment transactions. We believe that these
measures provide useful information to investors and others in understanding and evaluating our combined
results of operations in the same manner as they help our management. However, our presentation of these
non-IFRS measures may not be comparable to similarly titled measures presented by other companies. The
use of these non-IFRS measures have limitations as analytical tools, and you should not consider them in
isolation from, or as a substitute for analysis of, our results of operations or financial condition as reported
under IFRS.

We define adjusted EBITDA as EBITDA (which is profit before income tax plus finance costs, share
of results of investments accounted for using the equity method, depreciation of property, plant and
equipment, depreciation of right-of-use assets, and amortization of intangible assets, less finance income)
for the year/period with adjustments of non-recurring or non-operating items, including share-based
payments, [REDACTED] expenses and net other gains. We define adjusted net profit as profit for the
year/period adjusted by non-recurring or non-operating items, including share-based payments,
[REDACTED] expenses, and share of results of investments accounted for using the equity method. The
following table reconciles our adjusted EBITDA and adjusted net profit for the year/period presented to
the most directly comparable financial measure calculated and presented under IFRS.

Nine months ended

Year ended December 31, September 30,
2018 2019 2019 2020
(RMB in thousands except for percentages)
(unaudited)

Operating profit . . . . ... ... .. ... 75,271 84,191 85,937 184,250
Add:
Share-based payments ........... 23,438 61,677 45,419 47,201
[REDACTED] expenses . ........ 10,510 664 443 664
Other gains — net . . ............ (1,933) (2,851) (2,428) (2,857)
Depreciation of property, plant and

equipment . ................. 9,595 13,402 9,209 12,740
Depreciation of right-of-use assets . . 8,338 10,367 7,291 8,297
Amortization of intangible assets . . . 2,318 4,604 3,449 2,907
Adjusted EBITDA ............. 127,537 172,054 149,320 253,202
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Nine months ended

Year ended December 31, September 30,
2018 2019 2019 2020
(RMB in thousands except for percentages)
(unaudited)

Profit for the year/period . . . . . ... 58,186 67,665 70,583 155,711
Add:
Share-based payments ........... 23,438 61,677 45,419 47,201
[REDACTED] expenses . ........ 10,510 664 443 664
Share of results of investments

accounted for using the equity

method . ................... 363 348 (157) 34
Adjusted net profit. .. .......... 92,497 130,354 116,288 203,610

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS

Nine Months Ended September 30, 2020 Compared to Nine Months Ended September 30, 2019

Revenue

Our revenue increased by 23.9% from RMB485.4 million in the nine months ended September 30,
2019 to RMB601.3 million in the nine months ended September 30, 2020 for the following reasons.

Clear aligner treatment solutions. Our revenue generated from the provision of clear aligner
treatment solutions increased by 24.7% from RMB472.2 million in the nine months ended
September 30, 2019 to RMB588.9 million in the nine months ended September 30, 2020,
primarily due to (1) the increase in the case shipments from approximately 91,400 in the nine
months ended September 30, 2019 to approximately 101,700 in the nine months ended
September 30, 2020 as our clear aligner treatment solutions appealed to an increasing number
of dental professionals, and (2) the increase in the case shipments in prior periods as a portion
of the revenue attributable to such cases was recognized at a later stage along with the
subsequent delivery of clear aligners for those cases.

Other services. Our revenue generated from other services decreased from RMB13.2 million
in the nine months ended September 30, 2019 to RMB12.4 million in the nine months ended
September 30, 2020, primarily due to the impact of COVID-19 outbreak in early 2020, which
temporarily affected the business operations of the dental clinics.

Cost of revenue

Our cost of revenue increased by 9.1% from RMB161.0 million in the nine months ended September
30, 2019 to RMB175.7 million in the nine months ended September 30, 2020, primarily due to the
increased number of malocclusion cases we help addressed with our clear aligner treatment solutions.

Clear aligner treatment solutions. Our cost of revenue related to the provision of clear aligner
treatment solutions increased by 9.4% from RMB152.6 million in the nine months ended
September 30, 2019 to RMB166.9 million in the nine months ended September 30, 2020,
primarily due to the increases in the cost of raw materials and consumables used, staff costs and
depreciation and amortization expenses in line with the increase in the number of malocclusion
cases we help addressed with our solutions, partially offset by the decrease in production costs
representing the lowered unit lease expense of our 3D printers.

Other services. Our cost of revenue related to the provision of other services remained
relatively stable at RMB8.4 million and RMBS8.7 million in the nine months ended September
30, 2019 and 2020, respectively.
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Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by 31.2% from RMB324.4 million in the nine
months ended September 30, 2019 to RMB425.6 million in the nine months ended September 30, 2020,
and the corresponding gross profit margin increased from 66.8% to 70.8%.

. Clear aligner treatment solutions. Our gross profit margin for clear aligner treatment solutions
increased from 67.7% in the nine months ended September 30, 2019 to 71.7% in the nine
months ended September 30, 2020, primarily due to (1) the decrease in production costs
representing the lowered unit lease expense of our 3D printers, and (2) the optimization of our
cost structure in relation to clear aligner production, in particular the relative savings in our raw
materials and consumables used and manufacturing-related staff costs compared to our
production growth as a result of economies of scale and the adoption of automated production
lines.

. Other services. Our gross profit margin for other services decreased from 36.4% for the nine
months ended September 30, 2019 to 29.8% for the nine months ended September 30, 2020,
primarily because our costs of other services, which primarily consisted of staff costs, remained
relatively stable despite the decrease of revenue from other services due to the impact of
COVID-19 outbreak.

Selling and marketing expenses

Our selling and marketing expenses increased by 5.4% from RMB86.5 million for the nine months
ended September 30, 2019 to RMBO91.2 million for the nine months ended September 30, 2020, primarily
due to the increases in staff costs as a result of increased headcount and level of compensation to our sales
and marketing personnel, partially offset by the decreases in advertising and promotion expenses,
travelling and entertainment expenses and training expenses due to the limits on carrying out offline
marketing activities under the impact of COVID-19 outbreak. As a result, our selling and marketing
expenses as a percentage of our total revenue decreased from 17.8% for the nine months ended September
30, 2019 to 15.2% for the nine months ended September 30, 2020.

Administrative expenses

Our administrative expenses decreased by 4.2% from RMB99.5 million for the nine months ended
September 30, 2019 to RMB95.3 million for the nine months ended September 30, 2020, primarily due to
the decreases in (1) our contribution of social insurance premiums according to relevant government relief
policies during the COVID-19 outbreak, and (2) company events expenditures, including travelling and
entertainment expenses and professional service fees as result of COVID-19 impact, partially offset by the
increase in share-based payments. As a result, our administrative expenses as a percentage of our total
revenue decreased from 20.5% for the nine months ended September 30, 2019 to 15.8% for the nine
months ended September 30, 2020.

Research and development expenses

Our research and development expenses increased by 2.4% from RMBS57.6 million for the nine
months ended September 30, 2019 to RMB58.9 million for the nine months ended September 30, 2020,
primarily due to the increase in staff costs incurred for our research and development personnel as we
increased their level of compensation. Our research and development expenses as a percentage of our total
revenue decreased from 11.9% for the nine months ended September 30, 2019 to 9.8% for the nine months
ended September 30, 2020, primarily because our revenue growth outpaced the increase in our research
and development expenses.
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Net impairment losses on financial assets

Our net impairment losses on financial assets increased by 57.2% from RMB4.1 million for the nine
months ended September 30, 2019 to RMB6.5 million for the nine months ended September 30, 2020,
primarily due to the increase in loss allowance provision for trade and other receivables.
Other income

Our other income increased significantly from RMB6.8 million for the nine months ended September
30, 2019 to RMB13.6 million for the nine months ended September 30, 2020, primarily due to the
increases in subsidies and incentives we received from local government authorities.

Other expense

We made a donation of RMB6.0 million to China Oral Health Foundation in the nine months ended
September 30, 2020. We did not incur donation expense in the nine months ended September 30, 2019.

Other gains — net

We had other gains — net of RMB2.4 million and RMB2.9 million for the nine months ended
September 30, 2019 and 2020, respectively, primarily due to the increase in the realized fair value gain
of wealth management products.
Finance income

Our finance income increased significantly from RMBI1.2 million for the nine months ended
September 30, 2019 to RMB3.0 million for the nine months ended September 30, 2020, primarily due to
the increase in the amount of interest income on our bank deposits.
Finance costs

Our finance costs increased by 16.8% from RMBO0.8 million for the nine months ended September
30, 2019 to RMBO0.9 million for the nine months ended September 30, 2020, primarily due to the increase
in our interest expense on leasing liabilities.
Share of results of investments accounted for using the equity method

We had a share of profit of investment accounted for using the equity method of RMB0.2 million for
the nine months ended September 30, 2019 and a share of loss of investment accounted for using the equity
method of approximately RMB34,000 for the nine months ended September 30, 2020.
Income tax expense

Our income tax expense increased by 92.2% from RMB15.9 million for the nine months ended
September 30, 2019 to RMB30.6 million for the nine months ended September 30, 2020, primarily due to

the increases in our profit before income tax, partially offset by the increased deductibles as a result of
preferential income tax rates applicable to certain subsidiaries.
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Profit for the period

As a result of the above, our net profit increased significantly from RMB70.6 million for the nine
months ended September 30, 2019 to RMB155.7 million for the nine months ended September 30, 2020.
Our net profit margin increased from 14.5% for the nine months ended September 30, 2019 to 25.9% for
the nine months ended September 30, 2020.

Adjusted net profit for the period

We used adjusted net profit, a non-IFRS measure, to supplement our combined financial statements.
We recognized adjusted net profit of RMB116.3 million and RMB203.6 million in the nine months ended
September 30, 2019 and 2020, respectively, representing an adjusted net profit margin of 24.0% and
33.9%, respectively. See “— Description of Major Profit or Loss Line Items — Non-IFRS Measures” for
a reconciliation of our profit for the period to our adjusted net profit.

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018
Revenue

Our revenue increased by 32.2% from RMB488.5 million in 2018 to RMB645.9 million in 2019 for
the following reasons.

. Clear aligner treatment solutions. Our revenue generated from the provision of clear aligner
treatment solutions increased by 35.1% from RMB464.9 million in 2018 to RMB628.1 million
in 2019, primarily due to the increase in the case shipments from approximately 77,700 in 2018
to approximately 120,100 in 2019 as our clear aligner treatment solutions appealed to an
increasing number of dental professionals.

. Other services. Our revenue generated from other services decreased by 24.2% from RMB23.5
million in 2018 to RMB17.8 million in 2019, primarily because we relinquished control over
Shanghai Junxiao in 2019, and our remaining interest in Shanghai Junxiao has been reclassified
to investment accounted for using the equity method. See “Our History and Corporate
Development — Our Reorganization.”

As a percentage of our total revenue, our revenue generated from the provision of clear aligner
treatment solutions increased from 95.2% in 2018 to 97.2% in 2019, and our revenue generated from other
services decreased from 4.8% in 2018 to 2.8% in 2019, primarily due to the reasons discussed above.

Cost of revenue

Our cost of revenue increased by 29.4% from RMB176.8 million in 2018 to RMB228.9 million in
2019, primarily due to the increased demand of our clear aligner treatment solutions and the corresponding
increase in the related cost. As a percentage of revenue, our cost of revenue remained relatively stable at
36.2% in 2018 and 35.4% in 2019.

. Clear aligner treatment solutions. Our cost of revenue related to the provision of clear aligner
treatment solutions increased by 34.8% from RMB160.7 million in 2018 to RMB216.7 million
in 2019, primarily due to the increases in our costs of raw material and consumables used, staff
costs, production costs and delivery costs in line with our increased case shipments.

. Other services. Our cost of revenue related to the provision of other services decreased by
25.0% from RMB16.0 million in 2018 to RMB12.0 million in 2019, primarily because we
relinquished control over Shanghai Junxiao in 2019.
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Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by 33.8% from RMB311.7 million in 2018
to RMB417.1 million in 2019, and our gross profit margin increased from 63.8% in 2018 to 64.6% in 2019.

. Clear aligner treatment solutions. Our gross profit margin for clear aligner treatment solutions
remained relatively stable and high at 65.4% in 2018 and 65.5% in 2019.

. Other services. Our gross profit margin for other services remained relatively stable at 31.9%
in 2018 and 32.6% in 2019.

Selling and marketing expenses

Our selling and marketing expenses increased by 50.6% from RMBS81.4 million in 2018 to
RMB122.6 million in 2019, primarily due to the increases in (1) staff costs as a result of increased
headcount and level of compensation to our sales and marketing personnel, and (2) advertising and
promotion expenses driven by our enhanced efforts to increase our brand recognition and expand our
business, and (3) training expenses in line with the increased number of dental professionals utilizing our
solutions. As a result, our selling and marketing expenses as a percentage of our total revenue increased
from 16.7% in 2018 to 19.0% in 2019.

Administrative expenses

Our administrative expenses increased by 26.8% from RMB107.7 million in 2018 to RMB136.5
million in 2019, primarily due to the increase in share-based payments, partially offset by the decreases
in the portion of [REDACTED] expenses recognized in 2019 as more [REDACTED]-related activities
had occurred in 2018 compared with those in 2019. Our administrative expenses as a percentage of our
total revenue decreased from 22.0% in 2018 to 21.1% in 2019, primarily because our revenue growth
outpaced the increase in our administrative expenses.

Research and development expenses

Our research and development expenses increased by 61.3% from RMBS50.2 million in 2018 to
RMB&80.9 million in 2019, primarily due to the increase in staff costs for our research and development
personnel as we increased headcount and level of compensation to strengthen our research and
development capabilities. As a result, our research and development expenses as a percentage of our total
revenue increased from 10.3% in 2018 to 12.5% in 2019.

Net impairment losses on financial assets

Our net impairment losses on financial assets decreased by 31.8% from RMB3.7 million in 2018 to
RMB2.5 million in 2019, primarily due to the decrease in loss allowance provision for trade and other
receivables as we enhanced our management and collection efforts for trade receivables in 2019.

Other income

Our other income increased by 91.1% from RMB4.6 million in 2018 to RMBS8.8 million in 2019,
primarily due to the increases in subsidies and incentives we received from local government authorities.

Other expense

We made a donation of RMB2.0 million to China Oral Health Foundation in 2019. We did not incur
donation expense in 2018.
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Other gains — net

Our other gains — net increased from RMB1.9 million in 2018 to RMB2.9 million in 2019, primarily
due to the increase in investment return from wealth management products and the decrease in losses on
disposals of property, plant and equipment.

Finance income

Our finance income increased by 46.4% from RMB1.2 million in 2018 to RMB1.8 million in 2019,
primarily due to the increase in the amount of interest income on our bank deposits.

Finance costs

Our finance costs decreased by 15.7% from RMB1.4 million in 2018 to RMB1.1 million in 2019,
primarily due to the decrease in the amount of interest expense on amounts due to related parties, partially
offset by the increase in our interest expense on leasing liabilities.

Share of results of investments accounted for using the equity method

We had a share of profit of investment accounted for using the equity method of RMB0.3 million in
2019, compared with a share of losses of investment accounted for using the equity method of RMBO0.4
million in 2018, primarily because we started to recognize share of results of our investment in Shanghai
Junxiao using the equity method in 2019 and Shanghai Junxiao recognized modest profit in 2019.

Income tax expense

Our income tax expense remained relatively stable at RMB16.6 million and RMB16.8 million in
2018 and 2019, respectively, despite the increase of our taxable income from 2018 to 2019, primarily due
to the increase in super deduction for research and development expenditure and the application of a
preferential tax rate to certain subsidiaries in 2019.

Profit for the year

As a result of the foregoing, our profit increased by 16.3% from RMB58.2 million in 2018 to
RMB67.7 million in 2019. Our net profit margin was 11.9% and 10.5% in 2018 and 2019, respectively.

Adjusted net profit for the year

We used adjusted net profit, a non-IFRS measure, to supplement our combined financial statements.
We recognized adjusted net profit of RMB92.5 million and RMB130.4 million in 2018 and 2019,
respectively, representing an adjusted net profit margin of 18.9% and 20.2%, respectively. See “—
Description of Major Profit or Loss Line Items — Non-IFRS Measures” for a reconciliation of our profit

for the period to our adjusted net profit.
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DISCUSSION OF MAJOR BALANCE SHEET ITEMS

The following table sets forth details of our summary combined statements of financial position as
of the dates indicated.

As of
As of December 31, September 30,

2018 2019 2020
(RMB in thousands)

ASSETS
Non-current assets
Property, plant and equipment . . . .. ....... 55,046 84,338 88,460
Right-of-use assets . .. ................. 16,432 80,795 73,127
Intangible assets . .. ................... 13,692 9,330 6,634
Investment accounted for using the equity
method . .. ........ ... ... . ... .. 3,438 13,681 13,558
Prepayments for non-current assets . ....... 6,578 1,691 3,687
Deferred income tax assets . .. ........... 4,501 7,379 9,077
Total non-current assets . ................. 99,687 197,214 194,543
Current assets
Inventories . . . .. ... ... . ... ... 21,663 22,827 14,507
Trade and other receivables. ... .......... 107,423 97,816 143,038
Amounts due from related parties . ........ 27,712 30,235 31,223
Financial assets at fair value through profit
or loss . .. ... - - 270,758
Cash and cash equivalents. . .. ........... 216,015 504,697 482,059
Total current assets . ... ................. 372,813 655,575 941,585
Total assets . . . ....................... 472,500 852,789 1,136,128
EQUITY AND LIABILITIES
Equity attributable to owners of
the Company
Combined capital ... ............... ... 167,807 167,807 167,807
Shares held for employee share scheme . . . . . (54,994) (54,994) (54,994)
Other reserves . ... ... ... .. 72,227 140,016 201,780
Retained earnings/(accumulated losses) . . . .. (18,530) 44,589 124,146
Non-controlling interests . ................ (2,958) (4,039) (3,937)
Total equity . ......................... 163,552 293,379 434,802
Liabilities
Non-current liabilities
Amounts due to related parties . .......... 4,415 4,415 4,415
Contract liabilities . ... ................ 45,856 65,445 78,345
Lease liabilities .. ... ................. 8,838 13,353 6,914
Deferred income . . . ... ...... ... ....... 683 5,124 6,515
Total non-current liabilities . . ... ..... ... . 59,792 88,337 96,189
Current liabilities
Trade and other payables ............... 128,650 205,881 278,760
Amounts due to related parties . .......... 1,775 1,876 1,785
Contract liabilities ... ................. 109,151 238,898 276,807
Current income tax liabilities . ........... 1,503 14,496 37,867
Lease liabilities ... ................... 7,995 9,517 9,331
Deferred income . . .. .................. 82 405 587
Total current liabilities ... .............. 249,156 471,073 605,137
Total liabilities ... .................... 308,948 559,410 701,326
Total equity and liabilities .............. 472,500 852,789 1,136,128
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Property, Plant and Equipment

Our property, plant and equipment consisted of plant and machinery, transportation equipment,
furniture, fixtures and equipment, leasehold improvements, construction in progress and buildings. We had
property, plant and equipment of RMBS55.0 million, RMB84.3 million and RMB&8.5 million as of
December 31, 2018 and 2019 and September 30, 2020, respectively. The following table sets forth the
components of our property and equipment as of the dates indicated.

As of
As of December 31, September 30,
2018 2019 2020
(RMB in thousands)
Plant and machinery .................... 30,297 47,295 49,321
Transportation equipment . . . .............. 1,206 959 761
Furniture, fixtures and equipment . .. ........ 1,807 4,347 4,489
Leasehold improvements . ................ 13,911 24,536 21,262
Construction in progress. . .. .............. 6,035 943 6,597
Buildings .. ....... .. ... .. .. 1,790 6,258 6,030
Total. .. ....... ... ... .. ... .. ... ... ... 55,046 84,338 88,460

Our property, plant and equipment increased from RMB55.0 million as of December 31, 2018 to
RMBS84.3 million as of December 31, 2019, primarily due to (1) addition to our plant and machinery and
buildings to enhance our production capacity and (2) increases in leasehold improvements and plant and
machinery as we transferred our construction in progress upon completion, partially offset by depreciation
expenses. Our property, plant and equipment further increased to RMB88.5 million as of September 30,
2020, primarily due to addition to our plant and machinery and construction in progress, partially offset
by depreciation expenses.

Right-of-use Assets

Our right-of-use assets primarily consisted of office premises and land use rights. Our right-of-use
assets increased from RMB16.4 million as of December 31, 2018 to RMB80.8 million as of December 31,
2019, primarily due to the acquisition of new land use rights in Wuxi City in 2019. Our right-of-use assets
decreased to RMB73.1 million as of September 30, 2020, primarily due to the depreciation of our office
premises.

Intangible Assets
Our intangible assets primarily consisted of software, patents and goodwill. Our intangible assets
decreased from RMB13.7 million as of December 31, 2018 to RMB9.3 million as of December 31, 2019,

and further to RMB6.6 million as of September 30, 2020, primarily due to the amortization on our software
and compensation for clause prohibition of competition.
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Inventories

Our inventories consisted primarily of raw materials, and to a much lesser extent, work in progress
and finished goods. We had inventories of RMB21.7 million, RMB22.8 million and RMB14.5 million as
of December 31, 2018 and 2019 and September 30, 2020, respectively. The following table sets forth our
inventories as of the date indicated.

As of

As of December 31, September 30

2018 2019 2020
(RMB in thousands)
Raw materials . ... ..................... 20,962 19,376 13,075
Work in progress . . .......... .. ... ... 499 617 286
Finished goods .. ......... .. .. .. .. .. ... 202 2,834 1,146
Total. ... ... ... .. ... . .. ... ... . ... ... 21,663 22,827 14,507

Our inventories level increased from RMB21.7 million as of December 31, 2018 to RM22.8 million
as of December 31, 2019, primarily due to the increase in finished goods that had not been shipped yet
as at year end resulting from our delivery schedule. Our inventories decreased to RMB14.5 million as of
September 30, 2020, primarily due to the decreases in (1) the inventory of raw materials reflecting the
monthly fluctuations in our procurements, and (2) the unit price of major raw materials in 2020.

The following table sets forth the number of our inventory turnover days for the periods indicated.

Nine months
ended
September 30,

2018 2019 2020

Year ended December 31,

Inventory turnover days'” ... ... ... .. ... .. 33 35 29

(hH) Inventory turnover days was calculated based on the average of opening and closing inventory balance for the relevant
year/period, divided by the cost of revenue for the same year/period, and multiplied by the 365/273 days.

Our inventory turnover days remained relatively stable at 33 days and 35 days in 2018 and 2019,

respectively. Our inventory turnover days decreased to 29 days for the nine months ended September 30,
2020, primarily due to our enhanced inventory control measures.

As of November 30, 2020, approximately RMB10.2 million, or 70.5%, of our inventories as of
September 30, 2020 had been delivered or consumed.
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Trade and Other Receivables

During the Track Record Period, our trade and other receivables primarily consisted of trade
receivables from third parties and prepayments to suppliers. The following table sets forth the details of
our trade and other receivables as of the dates indicated.

As of

As of December 31, September 30
9

2018 2019 2020
(RMB in thousands)

Trade receivables . . ... ... ... .. ..... 79,382 73,692 122,106
Less: allowance for impairment of

trade receivables. . ... ................. (5,696) (8,203) (14,675)
Other receivables” . ... ... .. .. ... .. .. .. 11,822 8,799 9,943
Less: allowance for impairment of

other receivables . .................... (110) (78) (84)
Prepayments for taxes . .................. 7,120 9,605 2,063
Prepayments to suppliers ... .............. 11,402 10,276 19,739
Prepayments for [REDACTED] expenses . . . . . 3,503 3,725 3,946
Total. . ....... .. .. .. .. .. .. .. ... ... ... 107,423 97,816 143,038

(hH) Other receivables primarily consisted of deposits receivables and deductible input value-added tax.

Our trade and other receivables decreased from RMB107.4 million as of December 31, 2018 to
RMB97.8 million as of December 31, 2019, primarily due to the decrease in trade receivables as we
enhanced our collection efforts and adjusted the payment terms with certain of our customers. Our trade
and other receivables increased to RMB143.0 million as of September 30, 2020, primarily due to the
increases in (1) prepayments to certain suppliers, and (2) trade receivables as we typically experienced the
highest sales during the third quarter and incurred relatively significant trade receivables, and
subsequently settle a substantial portion of such trade receivables at year end.

The following table sets forth an aging analysis of our trade receivables as of the dates indicated
presented based on invoice date:

As of
As of December 31, September 30,
2018 2019 2020
(RMB in thousands)

Within 60 days . ....................... 14,719 23,562 55,682
61 to180days. ........... .. .. .. .. .. ... 17,066 19,887 21,140
181 to365days. .. ...... ... ... ... ... 36,678 9,946 11,511
One to tWO Years . . ... ..o 5,136 13,001 17,965
Two to three years . .. ....... ... ... ...... 4,205 2,710 8,974
Over three years . ...................... 1,578 4,586 6,834
Total. ... ... ... ... ... .. ... ... .. ... 79,382 73,692 122,106
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Trade receivables mainly arise from provision of our clear aligner treatment solutions. During the
Track Record Period, we generally received advances prior to the rendering of our services or sales, while
we usually granted some customers, primarily certain hospitals, dental clinics and distributors, a credit
period ranging from 30 to 60 days. We generally provided a longer credit period to credible public
hospitals and implemented a manufacture-upon-payment policy to private entities with which we
cooperated for the first time. We may grant credit periods to other private entities on a case-by-case basis,
depending on factors such as their relative bargaining power and market position in the industry. We plan
to closely monitor our trade receivables and enhance our collection efforts in the future. We believe we
will be more successful in such efforts in the future as we expand the scale of our business and improve
our bargaining power.

Trade receivables aged over one year primarily consisted of trade receivables due from credible
public hospitals. Trade receivables aged between one and two years increased from RMBS5.1 million as of
December 31, 2018 to RMB13.0 million as of December 31, 2019, and further to RMB18.0 million as of
September 30, 2020, primarily due to (1) the increase in case shipments generated from public hospitals,
and (2) the impact of the COVID-19 pandemic.

The following table sets forth the number of our trade receivables turnover days for the periods
indicated.

Nine months
ended
September 30,

2018 2019 2020

Year ended December 31,

Trade receivables turnover days‘"”. ... ... .. .. 41 39 39

(1) Trade receivables turnover days was calculated based on the average of opening and closing balance of trade
receivables less allowance for impairment for the relevant year/period, divided by the revenue for the same year/period,
and multiplied by 365/273 days.

Our trade receivables turnover days decreased from 41 days in 2018 to 39 days in 2019, and
remained stable at 39 days for the nine months ended September 30, 2020, primarily due to our enhanced
management measures and collection efforts for trade receivables.

As of November 30, 2020, approximately RMB35.2 million, or 28.8%, of our trade receivables as
of September 30, 2020 had been settled.

Amounts Due from Related Parties

We recorded amounts due from related parties of RMB27.7 million, RMB30.2 million and RMB31.2
million as of December 31, 2018 and 2019 and September 30, 2020, respectively. Our amounts due from
related parties primarily represented amounts attributable to certain transactions between our related
parties and us for share-based payments in 2018 and our loans made to certain related parties in 2018 and
2019, which were of non-trade nature. We expect to settle the balance of the amounts due from related
parties prior to the [REDACTED]. See “— Related Parties Transactions” for more details.

Financial Assets at Fair Value through Profit or Loss

Our financial assets at fair value through profit or loss primarily represented our investments in
wealth management products issued by major and reputable commercial banks with guaranteed principal
and an expected annual investment return rate ranging from 2.30% to 4.50%. We had financial assets at
fair value through profit or loss of nil, nil and RMB270.8 million as of December 31, 2018 and 2019 and
September 30, 2020, respectively.
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We may continue to invest in similar wealth management products in the future using our surplus
cash. Our Board and the finance department are mainly responsible for making, implementing and
supervising our investment decisions. During the Track Record Period, we had implemented the following
investment and treasury policies:

. our Board is responsible for the overall planning and approval of our investment in wealth
management products;

. our finance department are responsible for the analysis and research of investment in wealth
management products, as well as the long-term routine management of such investment;

. investments in wealth management products could be made when we have surplus cash that is
not required for our short-term working capital purposes and in no event beyond the amount
authorized by our Board;

. we mainly make investments in short-term wealth management products with low risk, high
liquidity and reasonable returns, which primarily consist of principal-guaranteed products
issued by reputable commercial banks; and

. we assess the risk associated with the underlying financial instruments based on the risk
classification provided by the issuing licensed commercial bank.

Fair value measurements

We made judgments and estimates in determining the fair values of the financial instruments that are
recognized and measured at fair value in the financial statements. To indicate the reliability of inputs in
determining the fair values, we classified our financial instruments into three levels:

. Level 1: Financial instruments traded in active markets are included in level 1, the fair value
of which is based on quoted market prices at the end of the reporting period, using the current
bid price.

. Level 2: Financial instruments not traded in active markets, of which all significant inputs to

fair value determination are observable, are included in level 2.

. Level 3: Financial instruments not traded in active markets, of which one or more significant
inputs to fair value determination is not based on observable market data, are included in
level 3.

We recognize transfers into and out of the fair value hierarchy levels at the end of the reporting
period. There were no transfers between level 1, 2 and 3 during 2018, 2019 and the nine months ended
September 30, 2020. As of December 31, 2018 and 2019 and September 30, 2020, respectively, we had
no level 1 and level 2 financial instruments, and had only level 3 instruments which represented financial
assets at fair value through profit or loss.

Our valuation techniques for financial instruments not traded in active markets maximize the use of
observable market inputs and minimize the use of entity-specific estimates. Specifically, we used
discounted cash flow model in valuing our level 3 financial instruments, under which we made certain
assumptions of our expected future cash flows and expected rate of return. The unobservable inputs are
expected rate of return rate and discount rate.
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The following table sets forth the changes in our level 3 financial instruments for the periods

indicated.
As of
As of December 31, September 30,
2018 2019 2020
(RMB in thousands)
Balance at beginning of the year/period ... ... 43,000 — —
Additions . ..., ... .. 350,000 588,000 1,080,000
Amounts recognised in profit or loss. .. ... ... 2,436 2,512 3,174
Disposals . ...... ... ... . ... (395,436) (590,512) (812,416)
Balance at end of the year/period . .......... — — 270,758

Cash and Cash Equivalents

Our cash and cash equivalents primarily consist of cash on hand, deposits held at call with financial
institutions, and other short-term and highly liquid investments. We had cash and cash equivalents of
RMB216.0 million, RMB504.7 million and RMB482.1 million as of December 31, 2018 and 2019 and
September 30, 2020, respectively.

Trade and Other Payables

Our trade payables primarily consisted of payments we owed to our suppliers. Our other payables
primarily consisted of employee benefits payables, other taxes payable and dividends payable. We had
trade and other payables of RMB128.7 million, RMB205.9 million and RMB278.8 million as of December
31, 2018 and 2019 and September 30, 2020, respectively. The following table sets forth the details of our
trade and other payables as of the dates indicated.

As of

As of December 31, September 30
’

2018 2019 2020
(RMB in thousands)

Trade payables. . .. ........ ... ... ....... 26,942 60,910 46,084
Employee benefits payable . . .. ....... .. ... 45,217 63,129 67,322
Other taxes payable .. ................... 25,618 34,642 46,961
Outstanding acquisition consideration

payable to related party ................ 3,432 3,488 3,405
Accrued expenses payable . ............... 9,263 9,604 10,320
Deposits payable . . ......... ... ... . ..... 5,086 9,829 18,513
Advertising and promotion expenses payable . . . 3,989 5,255 3,988
Donation payable. . . ....... ... .. .. .. ... — 2,000 6,000
Professional services fee payable . .......... 2,242 6,208 8,260
Reimbursement payable ... ............... 2,298 3,397 303
Payables in relation with acquisition of

property, plant and equipment . . .......... 537 3,447 2,869
Dividends payable . .. ................... — — 61,000
Others. .. ... ... .. .. .. . . ... 4,026 3,972 3,735
Total. ....... ... ... .. ... ... .. . ... 128,650 205,881 278,760
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Our trade payables primarily represented the amount due to our suppliers. Our trade payables
increased from RMB26.9 million as of December 31, 2018 to RMB60.9 million as of December 31, 2019,
primarily due to the increase in the purchase of raw materials to meet the increasing demand of our clear
aligners. Our trade payables decreased from RMB60.9 million as of December 31, 2019 to RMB46.1
million as of September 30, 2020, primarily because our procurement is greater in the fourth quarter,
resulting in relatively significant trade payables.

Employee benefits payable primarily represented the amount of wages and salaries and other welfare
and benefits due to our employees. Our employee benefits payable increased during the Track Record
Period, primarily due to the increase in the number of our employees in line with our business expansion.

Our other taxes payable primarily represented taxes payable other than income tax payable, such as
value-added tax and surcharges payables. Our other taxes payable increased during the Track Record
Period in line with our business growth.

Our deposits payable primarily consisted of the deposits payable to our suppliers and bid bond
payable related to the construction of our Chuangmei Center. Our deposits payable increased from
RMBS5.1 million as of December 31, 2018 to RMB9.8 million as of December 31, 2019 primarily due to
the increase in the number of suppliers and the amount of deposits required in line with our business
growth. Our deposits payable further increased to RMB18.5 million as of September 30, 2020, primarily
because we commenced the construction of our Chuangmei Center in 2020.

Our suppliers typically granted us a credit period ranging from 30 to 60 days during the Track Record
Period. The following table sets forth an aging analysis of our trade payables as of the dates indicated
based on the invoice date:

As of

As of December 31, September 30
b

2018 2019 2020
(RMB in thousands)
Within 60 days . ....................... 21,875 52,328 36,172
61 to 180 days. ...... ... ... ... ...... 5,036 6,194 1,896
181 to365days. . ....... ... ... ... ..... 10 236 6,154
OVer ONe years . .. ... ........uuuununon.. 21 2,152 1,862
Total. ... ... ... ... .. ... ... ... . ... ... 26,942 60,910 46,084

The following table sets forth the number of our trade payables turnover days for the periods
indicated:

Nine months
ended
September 30,

2018 2019 2020

Year ended December 31,

Trade payables turnover days‘"” . ........... 37 70 83

(1) Trade payables turnover days was calculated based on the average of opening and closing balance of trade payables
for the relevant year/period, divided by the cost of revenue for the same year/period, and multiplied by the 365/273
days.

Our trade payables turnover days increased from 37 days in 2018 to 70 days in 2019, and further to
83 days in the nine months ended September 30, 2020, primarily because we had greater bargaining power
in negotiating a longer credit period as our business continued to grow.

As of November 30, approximately RMB30.4 million, or 65.9%, of our trade payables as of
September 30, 2020 had been settled.
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Amounts Due to Related Parties

We recorded amounts due to related parties of RMB6.2 million, RMB6.3 million and RMB6.2
million as of December 31, 2018 and 2019 and September 30, 2020, respectively. Our amounts due to
related parties were primarily related to our share incentive plans. We expect to settle the amounts due to
related parties prior to the [REDACTED]. See “— Related Parties Transactions” for more details.

Contract Liabilities

Our contract liabilities primarily arose from the advance payments made by customers before the
delivery of underlying services and products. Our contract liabilities increased from RMB155.0 million as
of December 31, 2018 to RMB304.3 million as of December 31, 2019, and further to RMB355.2 million
as of September 30, 2020, which was generally in line with our business growth. The following table sets
forth a breakdown of our contract liabilities as of the dates indicated.

As of
As of December 31, September 30,
2018 2019 2020
(RMB in thousands)
Clear aligner treatment solutions. . . ......... 153,454 303,158 353,398
Other services . ... ... ... 1,553 1,185 1,754
Total. ... ...... ... ... . ... ... 155,007 304,343 355,152
Analyzed into:
Current Portion
Clear aligner treatment solutions . . .. ... ... 107,598 237,713 275,053
Other services . ... ... ... ... . .... 1,553 1,185 1,754
109,151 238,898 276,807
Non-current Portion
Clear aligner treatment solutions . . . ....... 45,856 65,445 78,345

The following table sets forth the revenue recognized during the Track Record Period relating to
carried-forward contract liabilities.

Year ended December 31, Year ended September 30,
2018 2019 2019 2020
(RMB in thousands)
(unaudited)
Revenue recognized that was
included in the contract liability
balance at the beginning of the
year/period
— Clear aligner treatment
solutions . . . ............... 91,973 107,598 67,841 114,819
— Other services . . ............ 91 1,553 1,553 1,184
Total. . .. ... ... .. ... ... ... ... 92,064 109,151 69,394 116,003
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LIQUIDITY AND CAPITAL RESOURCES

Sources of Liquidity and Working Capital Sufficiency

Our primary use of cash is to fund our working capital requirements and other recurring expenses.
During the Track Record Period, we financed our capital expenditures and working capital requirements
primarily through cash generated from our operating activities. Going forward, we believe that our
liquidity requirements will be satisfied with a combination of cash flows generated from our operating
activities, bank facilities and other borrowings, [REDACTED] from the [REDACTED] and other funds
raised from the capital markets from time to time. As of September 30, 2020, we had cash and cash
equivalents of RMB482.1 million. Taking into account the financial resources available to us, including
cash flow from operating activities and the estimated [REDACTED] from the [REDACTED], our
Directors are of the view that we have sufficient working capital to meet our present requirements and for
the next 12 months from the date of this document.

Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated.

Nine months

ended
Year ended December 31, September 30,
2018 2019 2020
(RMB in thousands)
Net cash generated from operating activities . . . 144,585 402,332 271,331
Net cash used in investing activities . .. ... ... (2,062) (103,035) (284,389)
Net cash used in financing activities . . . ... ... (61,827) (11,304) (8,138)
Net increase/(decrease) in cash and cash
equivalents. . . ........ .. ... ... ... 80,696 287,993 (21,196)
Cash and cash equivalents at beginning of the
year/period. . . ... ... 134,051 216,015 504,697
Exchange gains/(losses) on cash and cash
equivalents. . . ........ .. ... ... .. ... 1,268 689 (1,442)
Cash and cash equivalents at end of the
year/period. . .. ... ... ... .. 216,015 504,697 482,059

Net cash generated from operating activities

Net cash generated from operating activities was RMB271.3 million for the nine months ended
September 30, 2020, primarily due to our profit before income tax of RMB186.3 million minus income
tax paid of RMB3.8 million, as adjusted by (1) certain non-cash and non-operating items, primarily
including depreciation of property, plant and equipment of RMB12.7 million, depreciation of right-of-use
assets of RMBS8.3 million, net impairment losses on financial assets of RMB6.5 million, and share-based
payments of RMB47.2 million, (2) changes in working capital that positively affected the cash flow from
operating activities, primarily including an increase of RMBS50.8 million in contract liabilities, an increase
of RMB14.9 million in trade and other payables and a decrease of RMB&.3 million in inventories, and (3)
partially offset by changes in working capital that negatively affected the cash flow from operating
activities, primarily including an increase of RMB57.8 million in trade and other receivables.
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Net cash generated from operating activities was RMB402.3 million in 2019, primarily due to our
profit before income tax of RMB86.5 million minus income tax paid of RMBS&.8 million, as adjusted by
(1) certain non-cash and non-operating items, primarily including depreciation of property, plant and
equipment of RMB13.4 million, depreciation of right-of-use assets of RMB10.4 million and share-based
payments of RMB61.7 million; (2) changes in working capital that positively affected the cash flow from
operating activities, primarily including an increase of RMB150.2 million in contract liabilities, an
increase of RMB84.6 million in trade and other payables and a decrease of RMB3.1 million in trade and
other receivables, and (3) partially offset by changes in working capital that negatively affected the cash
flow from operating activities, primarily including an increase of RMB1.2 million in inventories.

Net cash generated from operating activities was RMB144.6 million in 2018, primarily due to our
profit before income tax of RMB74.8 million minus income tax paid of RMB23.9 million, as adjusted by
(1) certain non-cash and non-operating items, primarily including depreciation of property, plant and
equipment of RMB9.6 million, depreciation of right-of-use assets of RMB&8.3 million and share-based
payments of RMB23.4 million; (2) changes in working capital that positively affected the cash flow from
operating activities, primarily including an increase of RMBS55.2 million in contract liabilities and an
increase of RMB56.6 million in trade and other payables, and (3) partially offset by changes in working
capital that negatively affected the cash flow from operating activities, primarily including an increase of
RMBS56.6 million in trade and other receivables and an increase of RMB11.1 million in inventories.

Net cash used in investing activities

Net cash used in investing activities was RMB284.4 million for the nine months ended September
30, 2020, primarily due to purchase of financial assets at fair value through profit or loss of RMB1,080.0
million and purchases of property, plant and equipment of RMB19.8 million, partially offset by proceeds
from disposal of financial assets at fair value through profit or loss of RMB812.4 million.

Net cash used in investing activities was RMB103.0 million in 2019, primarily due to purchase of
financial assets at fair value through profit or loss of RMB588.0 million, purchases of right-of-use assets
for land of RMB59.4 million and purchases of property, plant and equipment of RMB39.8 million,
partially offset by proceeds from disposal of financial assets at fair value through profit or loss of
RMB590.5 million.

Net cash used in investing activities was RMB2.1 million in 2018, primarily due to purchase of
financial assets at fair value through profit or loss of RMB350.0 million, purchases of property, plant and
equipment of RMB35.9 million and loans to related parties of RMB27.2 million, partially offset by
proceeds from disposal of financial assets at fair value through profit or loss of RMB395.3 million and
proceeds from disposal of investment in financial bonds of RMB20.0 million.

Net cash used in financing activities

Net cash used in financing activities was RMBS.1 million for the nine months ended September 30,
2020, primarily due to payment of lease liabilities of RMB7.2 million.

Net cash used in financing activities was RMB11.3 million in 2019, primarily due to payment of
lease liabilities of RMB9.2 million, payments for [REDACTED] expenses of RMB1.1 million and interest
paid of lease liabilities of RMB1.1 million.

Net cash used in financing activities was RMB61.8 million in 2018, primarily due to payment of
buying back treasury shares of RMBS50.6 million and payment of lease liabilities of RMBS8.3 million.
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Current Assets and Current Liabilities

The following table sets forth our current assets and liabilities as of the dates indicated.

As of As of
As of December 31, September 30, November 30,
2018 2019 2020 2020
(RMB in thousands)
(unaudited)

CURRENT ASSETS
Inventories . .................. 21,663 22,827 14,507 15,353
Trade and other receivables .. ... .. 107,423 97,816 143,038 131,640
Amounts due from related parties . . . 27,712 30,235 31,223 31,223
Financial assets at fair value through

profitorloss . ............... — — 270,758 120,758
Cash and cash equivalents . ....... 216,015 504,697 482,059 609,685
Total current assets . ........... 372,813 655,575 941,585 908,659
CURRENT LIABILITIES
Trade and other payables . ........ 128,650 205,881 278,760 190,161
Amounts due to related parties . . . . . 1,775 1,876 1,785 1,785
Contract liabilities . ... .......... 109,151 238,898 276,807 327,774
Current income tax liabilities . . . . .. 1,503 14,496 37,867 38,106
Lease liabilities . .. ... .......... 7,995 9,517 9,331 8,728
Deferred income . ... ........... 82 405 587 2,295
Total current liabilities ......... 249,156 471,073 605,137 568,849
NET CURRENT ASSETS . . ... ... 123,657 184,502 336,448 339,810

We had net current assets of RMB123.7 million, RMB184.5 million, RMB336.4 million and
RMB339.8 million as of December 31, 2018 and 2019, September 30, 2020 and November 30, 2020,
respectively. Our net current assets position as of each of these dates was primarily attributable to our trade
and other receivables, cash and cash equivalents and financial assets at fair value through profit or loss,
partially offset by trade and other payables and contract liabilities.

Our net current asset increased from RMB336.4 million as of September 30, 2020 to RMB339.8
million as of November 30, 2020, primarily due to the decreases in (1) trade and other payables in line
with our settlement schedule of trade payables, and (2) lease liabilities.

Our net current asset increased from RMB184.5 million as of December 31, 2019 to RMB336.4
million as of September 30, 2020, primarily due to (1) the increase in trade and other receivables resulting
from the increases in (i) prepayments to certain suppliers, and (ii) trade receivables as we typically
experienced the highest sales during the third quarter and incurred relatively significant trade receivables,
and subsequently settle a substantial portion of such trade receivables at year end, and (2) the financial
assets at fair value through profit or loss we recorded as of September 30, 2020 resulting from the wealth
management products we purchased in the nine months ended September 30, 2020, partially offset by the
increases in (1) trade and other payables primarily resulting from the dividends payable of RMB61.0
million we recorded as of September 30, 2020, and (2) contract liabilities in line with our business growth.

Our net current asset increased from RMB123.7 million as of December 31, 2018 to RMB184.5
million as of December 31, 2019, primarily due to the increases in cash and cash equivalents, partially
offset by the increases in (1) contract liabilities in line with our business growth, and (2) trade and other
payables resulting from the increase in the purchase of raw materials driven by the increasing demand of
our clear aligners.
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CAPITAL EXPENDITURES AND COMMITMENTS
Capital Expenditures

Our capital expenditures during the Track Record Period consisted primarily of purchases of
property, plant and equipment, purchases of right-of-use assets, and purchase of intangible assets, and
amounted to RMB66.3 million, RMB122.0 million and RMB18.6 million, respectively, in 2018, 2019 and
the nine months ended September 30, 2020. We funded our capital expenditure requirements during the
Track Record Period mainly from cash generated from our operating activities.

We plan to fund our planned capital expenditure by using the cash flow generated from our
operations, bank facilities and other borrowings, and the [REDACTED] received from the
[REDACTED]. See “Business — Our Intelligent Manufacturing — Expansion Plan” for details of our
expansion plan and “Future Plans and Use of [REDACTED]” for the portion of capital expenditures to
be funded by the [REDACTED] from the [REDACTED].

Capital Commitments

Our capital commitments primarily related to acquisitions of property, plant and equipment. The
following table sets forth a summary of our capital commitments as of the dates indicated.

As of December 31, Sept?nsll;)jr 30
b
2018 2019 2020
(RMB in thousands)

Contracted but not provided for:

Property, plant and equipment . . ... ....... 9,631 13,093 21,408

Intangible assets . . . . ...... ... ... .. ... 908 - 70

Investments in joint venture ............. 500 500 500

Total. ....... ... ... .. ... ... .. .. ... 11,039 13,593 21,978
INDEBTEDNESS

Our indebtedness consisted primarily of lease liabilities and amounts due to related parties. As of
November 30, 2020, being the latest practicable date for the purpose of the indebtedness statement below,
we had RMB20.8 million in indebtedness. The following table sets forth the breakdown of our
indebtedness as of the dates indicated.

As of As of
As of December 31, September 30, November 30,
2018 2019 2020 2020
(unaudited)
(RMB in thousands)
Lease liabilities, current . . . .. ... .. 7,995 9,517 9,331 8,728
Lease liabilities, non-current. . . . . .. 8,838 13,353 6,914 5,898
Amounts due to related parties,
current . .. ... ... 1,775 1,876 1,785 1,785
Amounts due to related parties, non-
current . ... 4,415 4,415 4,415 4,415
Total. .. .......... ... ........ 23,023 29,161 22,445 20,826

As at December 31, 2018 and 2019, September 30, 2020 and November 30, 2020, amounts due to
related parties were unsecured.

Save as disclosed above, we had no bank loans or other borrowings, or any other loan capital issued
and outstanding or agreed to be issued, bank overdrafts, borrowings or similar indebtedness, liabilities
under acceptance (other than normal trade bills) or acceptance credits, debentures, mortgages, charges,
hire purchases, guarantees or other material contingent liabilities. Our Directors confirm that there has not
been any material change in our indebtedness since November 30, 2020.
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CONTINGENT LIABILITIES

As of the Latest Practicable Date, we did not have any material contingent liabilities, guarantees or
any litigations or claims of material importance, pending or threatened against any member of our Group.

[REDACTED] EXPENSES

We expect to incur a total of approximately RMB[REDACTED] million of [REDACTED] expenses
in connection with the [REDACTED], representing approximately [REDACTED] of the [REDACTED]
from the [REDACTED] (assuming an [REDACTED] of HK$[REDACTED], being the mid-point of the
indicative [REDACTED] range between HK$[REDACTED] and HK$[REDACTED], and assuming that
the [REDACTED] is not exercised). During the Track Record Period, we incurred [REDACTED]
expenses of approximately RMB[REDACTED] million, out of which approximately RMB11.8 million
was charged to our combined statements of results of operations as administrative expenses, while the
remaining amount of approximately RMB[REDACTED] million was capitalized as prepayment and will
be deducted from the share premium upon the completion of the [REDACTED]. We expect to further
incur [REDACTED] and other [REDACTED] expenses of approximately RMB[REDACTED] million
upon the completion of the [REDACTED], out of which approximately RMB[REDACTED] million is
expected to be charged to our combined statements of results of operations and approximately
RMB[REDACTED] million is expected to be deducted from the share premium. The [REDACTED]
expenses above are the best estimate as of the Latest Practicable Date and for reference only. The actual
amount may differ from this estimate.

KEY FINANCIAL RATIOS

As of/for the
nine months

As of/for the year ended ended
December 31, September 30,
2018 2019 2020
Profitability ratios
Gross profit margin'™. ... ... ... . L L 63.8% 64.6% 70.8%
Adjusted net profit margin® . ... ... ... ... .. ... 18.9% 20.2% 33.9%
Adjusted return on equity® ... ... ... ... .. ... 72.1% 57.1% N/A
Adjusted return on total assets. . ... ... ... .. ... 23.2% 19.7% N/A
Liquidity ratios
Current ratio™ . ... ... ... 1.50 1.39 1.56

(1) The calculation of gross profit margin is based on gross profit for the year/period divided by revenue for the respective
year/period and multiplied by 100.0%.

(2) The calculation of adjusted net profit margin, a non-IFRS measure, is based on adjusted net profit for the year/period divided
by revenue for the respective year/period and multiplied by 100.0%. See “— Description of Major Profit or Loss Line Items
— Non-IFRS Measures.”

3) The calculation of adjusted return on equity, a non-IFRS measure, is based on adjusted net profit for the year/period divided
by average of opening and closing balance of total equity attributable to equity holders of our Company of the respective
year/period and multiplied by 100.0%.

4) The calculation of adjusted return on total assets, a non-IFRS measure, is based on adjusted net profit for the year/period
divided by the average of opening and closing balance of total assets of the respective year/period and multiplied by 100.0%.

(5) The calculation of current ratio is based on current assets divided by current liabilities as of year/period end.
Analysis of Key Financial Ratios

Gross profit margin and adjusted net profit margin

113

See “— Period to Period Comparison of Results of Operations” for a discussion of the factors
affecting our gross profit margin and adjusted net profit margin during the Track Record Period.

-215-



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

FINANCIAL INFORMATION

Adjusted return on equity and adjusted return on total assets

Our adjusted return on equity ratio decreased from 72.1% in 2018 to 57.1% in 2019, primarily due
to the increase in our total equity as a result of the increases in other reserves and retained earnings, which
outpaced the increase in our adjusted net profit.

Our adjusted return on total assets decreased from 23.2% in 2018 to 19.7% in 2019, primarily due
to the significant increase in our total assets which outpaced the increase in our adjusted net profit.

Current ratio

Our current ratio decreased from 1.50 as of December 31, 2018 to 1.39 as of December 31, 2019,
primarily due to the increases in our trade and other payables, contract liabilities and current income tax
liabilities in line with our business growth. Our current ratio increased from 1.39 as of December 31, 2019
to 1.56 as of September 30, 2020, primarily due to the increases in (1) our trade and other receivables in
line with our business growth, and (2) recognition of financial assets at fair value through profit or loss
at the period end in connection with our purchase of wealth management products.

RELATED PARTY TRANSACTIONS

We enter into transactions with our related parties from time to time. During the Track Record
Period, we entered into various related party transactions, primarily including transactions with companies
controlled by our shareholders or Directors. For details of our related party transactions, see Note 35 to
the Accountant’s Report in Appendix I to this document.

Our Directors believe that each of the related party transactions was conducted in the ordinary course
of business on an arm’s length basis. Our Directors are of the view that our related party transactions
during the Track Record Period would not distort our track record results or make our historical results
not reflective of our future performance.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS
As of the Latest Practicable Date, we had not entered into any off-balance sheet transactions.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

We are exposed to a variety of financial risks, including market risk, credit risk and liquidity risk.
Our overall risk management program focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on our financial performance. Risk management is carried out by our
senior management.

Market Risk
Foreign exchange risk

Foreign exchange risk arises when future commercial transactions or recognized assets and liabilities
are denominated in a currency that is not our functional currency. Our business is principally conducted
in RMB and the majority of our assets is denominated in RMB. The majority of our non-RMB assets and
liabilities are bank deposits, trade and other payables denominated in USD. We are subject to foreign
exchange risk arising from future commercial transactions and recognized assets and liabilities which are
denominated in non-RMB, as well as net investments in foreign operations.

We manage our foreign exchange risk by closely monitoring the movement of the foreign currency
rates. Cash repatriation from the PRC are subject to the rules and regulations of foreign exchange control

promulgated by the PRC government. We did not have other significant exposure to foreign exchange risk.
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The carrying amount of our foreign currency denominated monetary assets and monetary liabilities
at the respective dates of statement of financial position are as follows:

As of
As of December 31, September 30
b

2018 2019 2020
(RMB in thousands)

Assets
USD ... 25,292 58,636 60,226
Liabilities
USD ... 6,992 4,091 3,485
Others . . ... ... . . . . . — 143 —

6,992 4,234 3,485

The following sensitivity analysis has been determined based on exposure to foreign currency rates.
The analysis includes only USD denominated monetary items and adjusts their translation at the year-end
for a 5% change in exchange rates. Should RMB strengthened or weakened by 5% against USD, with all
other variables held constant, the post-tax profit for the year or period would have been approximately
RMBO0.9 million, RMB2.7 million and RMB2.8 million lower or higher in 2018, 2019 and the nine months
ended September 30, 2020, respectively.

Cash flow and fair value interest rate risk

Our income and operating cash flows are substantially independent of changes in market interest
rates and we have no significant interest-bearing assets except for cash and cash equivalents, financial
assets at fair value through profit or loss and other receivables, details of which have been disclosed in
Note 17, Note 19 and Note 16 to the Accountant’s Report in Appendix I to this document, respectively.
Our directors do not anticipate there is any significant impact to interest-bearing assets resulted from the
changes in interest rates, because the interest rates of these assets are not expected to change significantly.

Our exposure to changes in interest rates is also attributable to its amounts due to related parties
carried at fixed rates, details of which have been disclosed in Note 35 to the Accountant’s Report in
Appendix I to this document.

We closely monitor the trend of interest rate and its impact on our interest rate risk exposure. We
currently have not used any interest rate swap arrangements.

Credit Risk

We are exposed to credit risk in relation to our trade and other receivables, amounts due from related
parties, financial asset at fair value through profit or loss and cash deposits at banks. The carrying amounts
of trade and other receivables and cash and cash equivalents represent our maximum exposure to credit
risk in relation to financial assets.

We expect that there is no significant credit risk associated with cash deposits at banks, because they
are substantially deposited at state-owned banks and other medium or large size listed banks. Our
management does not expect that there will be any significant losses from non-performance by these
counterparties.
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Our trade receivables represented amounts due from hospitals, clinics and distributors for our
provision of clear aligner treatment solutions. We implemented policies to ensure that our sales are made
to customers with appropriate financial strength and percentage of down payments. We also implement
other monitoring procedures to ensure that follow-up action is taken to recover overdue debts. In addition,
we regularly review the recoverable amount of each individual trade receivable to ensure that adequate
impairment losses are made for irrecoverable amounts. Moreover, we have no significant concentrations
of credit risk as our exposure is spread over a large number of counterparties and customers, without any
single customer contributing material revenue.

For other financial assets at amortized cost, our management makes periodic collective assessments
as well as individual assessment on the recoverability of such receivables based on historical settlement
records and past experience.

For more details about our credit risks, see Note 3.1(b) to the Accountant’s Report in Appendix I to
this document.

Liquidity Risk

To manage the liquidity risk, our management monitors rolling forecasts of our liquidity reserve
(comprising undrawn banking facilities) and cash and cash equivalents on the basis of expected cash flow.
We expect to fund the future cash flow needs through internally generated cash flows from operations.

DIVIDEND

According to our dividend policy adopted on [®], the Articles of Association and applicable laws and
regulations, the determination to pay dividends will be made at the discretion of our Directors, subject to
the Listing Rules, and will depend upon, among others, the financial results, cash flow, business conditions
and strategies, future operations and earnings, capital requirements and expenditure plans, any restrictions
on payment of dividends, and other factors that our Directors may consider relevant. We do not have a
pre-determined dividend payout ratio. We will continue to re-evaluate our dividend policy in light of our
financial condition and the prevailing economic environment.

As advised by our Cayman legal advisors, we are a holding company incorporated under the laws
of the Cayman Islands, pursuant to which, the financial position of accumulated losses does not prohibit
us from declaring and paying dividends to our Shareholders, as dividends may still be declared and paid
out of our share premium account notwithstanding our profitability, provided that our Company satisfies
the solvency test set out in the Cayman Companies Act.

During the Track Record Period and up to the Latest Practicable Date, Wuxi EA paid cash dividends
of RMB61.0 million and RMB43.0 million in October 2020 and November 2020, respectively. For details,
see Note 30 and Note 37 to the Accountant’s Report in Appendix I to this document.

DISTRIBUTABLE RESERVES
As of September 30, 2020, our Company had no distributable reserves.
DISCLOSURE REQUIRED UNDER CHAPTER 13 OF THE LISTING RULES

Our Directors have confirmed that, as of the Latest Practicable Date, there are no circumstances
which, had we been required to comply with Rules 13.13 to 13.19 in Chapter 13 of the Listing Rules,
would have given rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

- 218 -



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

FINANCIAL INFORMATION

COVID-19 OUTBREAK AND EFFECTS ON OUR BUSINESS

Since December 2019, a novel strain of coronavirus, later named COVID-19, has severely impacted
China and many other countries. The PRC government has had imposed quarantine measures across the
country since late January 2020. Local governments have also imposed temporary restrictions or bans on
passenger traffic to control the spread of the COVID-19. On January 30, 2020, the World Health
Organization declared the outbreak of COVID-19 a Public Health Emergency of International Concern
(PHEIC). On March 11, 2020, amid the escalating situation, the World Health Organization further
characterized COVID-19 as a pandemic. With measures taken by the PRC government, there has been a
significant decrease in the number of existing confirmed COVID-19 cases in China since mid-February
2020. The Chinese government has gradually lifted domestic travel restrictions and other quarantine
measures, and economic activities have begun to recover and return to normal nationwide during the
second quarter of 2020. Our Directors have carried out a holistic review of the impact of the COVID-19
on our operations and confirmed that as of September 30, 2020, COVID-19 did not bring permanent
interruption to our operations based on the following grounds.

Impact on our Business and Financial Conditions

Since the outbreak of COVID-19, a series of precautionary and control measures have been
implemented worldwide to contain the virus. Government efforts to contain the spread of COVID-19,
including city lockdowns or “stay-at-home” orders, suspension of non-emergent dental care services and
closures of dental hospitals and clinics, restrictions on travel and other emergency quarantines, have
caused significant and unprecedented disruptions to the global and Chinese economy and normal business
operations across sectors. As a result, China’s clear aligner market had been adversely affected, which in
turn materially and adversely affected our business, results of operations and financial condition. For
example, we experienced a temporary decrease in the case shipments to approximately 10,900 in the three
months ended March 31, 2020, as compared to approximately 24,100 in the three months ended March 31,
2019.

We expect that our business will not be severely disrupted in the long run for the following reasons.
First, COVID-19 has been largely contained in China, where we primarily conduct our business. The
Chinese government has gradually lifted domestic travel restrictions and other quarantine measures, and
economic activities have begun to recover and return to normal nationwide during the second quarter of
2020. As a result, the demand and supply of dental services including orthodontic treatment has gradually
recovered. Second, we believe that there is long-term, inelastic demand for orthodontic treatment solutions
despite the COVID-19 outbreak, which only imposes a temporary barrier to receiving treatment.
Moreover, compared with traditional orthodontic treatment, clear aligners have the advantages of reduced
subsequent visits and improved oral hygiene, which are valuable to users especially during pandemics. As
a result, dental professionals and their potential patients may develop a better understanding of our
benefits and prefer our solutions over traditional ones. Third, the orthodontic demand will recover as
economic activities return to normal nationwide. We experienced a bounce-back in case shipments from
approximately 10,900 in the three months ended March 31, 2020 to approximately 36,400 in the three
months ended June 30, 2020, compared with approximately 24,900 in the three months ended June 30,
2019. Our case shipments further increased to approximately 54,500 in the three months ended September
30, 2020, compared with approximately 42,400 in the three months ended September 30, 2019. As of the
Latest Practicable Date, we had not incurred any major capital expenditure due to the negative impact of
COVID-19 outbreak.
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Impact on Our Operations

All of our offices and manufacturing facilities have resumed operation since February 17, 2020 in
accordance with the local government policies. As of the Latest Practicable Date, we had not experienced
any significant delay in the delivery of our clear aligners to users.

We have implemented a series of measures to ensure the research and development progress of our
key technologies and products, including (1) reassessing and optimizing our research and development
resources allocated to different projects, (2) adjusting the schedule of certain projects, and (3) prioritizing
projects that reduces manual labor, such as digitization and automation projects. As of the Latest
Practicable Date, we had not experienced any material delay or impediment of our research and
development.

Impact on Our Employees

In response to COVID-19, we have implemented an interim policy requiring our management
members and employees to declare their recent travel history. Returnees from recent travels are require to
work from home and should only return to office upon receiving further notice from us. We have adopted
a flexible work arrangement, allowing our employees to work from home to the extent possible. As of the
Latest Practicable Date, we were not aware of any suspected or confirmed case of COVID-19 among our
staff.

We have been granted deduction in the contribution of social insurance premiums for our employees
of approximately RMBS8.6 million in the nine months ended September 30, 2020, according to relevant
government relief policies during the COVID-19 outbreak.

Impact on Our Supply Chain

Our suppliers primarily include suppliers of clear aligner raw materials, vendors of our
manufacturing equipment, logistics service providers, and marketing service and event planning service
providers. Historically, we engaged international suppliers for certain of our raw materials, such as
composite polymer materials (in splint/sheet form). Although the operations of international suppliers and
the international freight have been affected by the COVID-19 outbreak, we have not experienced any
material negative impact on our supply chain as of the Latest Practicable Date, primarily because we (1)
assembled an internal monitoring group that actively evaluate the market supply and demand of our raw
materials and our inventory level, (2) maintained a timely and responsive communication mechanism with
our international suppliers, (3) made projections based on available information and requested delivery in
advance, and (4) adopted ocean shipping in addition to air freight to maintain adequate safety stock. As
of the Latest Practicable Date, we had not experienced any major supply chain disruption.

Our Precautionary Measures

We adopted several precautionary measures to maintain a hygienic working environment and ensure
the safety of our orthodontic solutions, such as adopting COVID-19 disinfecting techniques for our clear
aligners products, distributing masks for employees and implementing internal reporting system.

However, we cannot be entirely certain as to when the COVID-19 pandemic will be fully contained,
and its impact will be completely alleviated. Any prolonged outbreak may adversely affect our business
and financial performance. There remain significant uncertainties surrounding the COVID-19 outbreak
and its further development as a global pandemic, considering the severe global situation and the recent
regional resurgence of COVID-19 cases in certain areas in China. Should there be an escalation of the
spread, China may again take strict emergency measures to combat the spread of the virus, including travel
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restrictions, mandatory cessations of business operations including dental hospitals and clinics, mandatory
quarantines, work-from-home and other alternative working arrangements, and limitations on social and
public gatherings and lockdowns of cities or regions, which may impact our business. As a result, the
extent of the disruption to our business and the related impact on our financial results and outlook cannot
be reasonably estimated at this time. We are closely monitoring the development of the COVID-19
pandemic and continuously evaluating any potential impact on our business, results of operations and
financial condition. See “Risk Factors — Risks Relating to Our Business and Industry — Our business and
operations have been and may continue to be materially and adversely affect by the COVID-19 pandemic.”

NO MATERIAL ADVERSE CHANGE

After performing sufficient due diligence work which our Directors consider appropriate and after
due and careful consideration, our Directors confirm that, as of the date of this document, other than the
continued impact of the outbreak of COVID-19 as described above, there has been no material adverse
change in our financial and trading positions or prospects since September 30, 2020, being the date on
which our latest audited combined financial statements were prepared, and there is no event since
September 30, 2020 which would materially affect the information in the Accountant’s Report set out in
Appendix I to this document.

UNAUDITED [REDACTED] FINANCIAL INFORMATION

The following unaudited [REDA CTED] statement of adjusted combined net tangible assets has been
prepared in accordance with Rule 4.29 of the Listing Rules and with reference to Accounting Guideline
7 “Preparation of [REDACTED] Financial Information for inclusion in Investment Circulars” issued by
the HKICPA for illustrative purposes only, and is set out here to illustrate the effect of the [REDACTED]
on our combined tangible assets as of September 30, 2020 as if it had taken place on that date.

Our unaudited [REDACTED] adjusted combined net tangible assets have been prepared for
illustrative purposes only and because of its hypothetical nature, it may not give a true picture of our
financial position had the [REDACTED] been completed as of September 30, 2020 or any future date. It
is prepared based on our combined net tangible assets as of September 30, 2020 as set out in the
Accountant’s Report in Appendix I to this document, and adjusted as described below.

Unaudited
[REDACTED]
Audited adjusted
combined net combined net
tangible assets tangible assets
attributable attributable Unaudited [REDACTED]
to owners of to owners of adjusted combined net
our Company Estimated our Company tangible assets attributable
as at [REDACTED] as at to owners of our Company
September 30, from the September 30, as at September 30, 2020
2020 [REDACTED]?® 2020 per Share®®
(RMB in thousands) RMB HK$®
Based on the [REDACTED]
of HK$[REDACTED] per
Share .. .............. 432,105 [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Based on the [REDACTED]
of HK$[REDACTED] per
Share . . ..o 432,105  [REDACTED] [REDACTED] [REDACTED] [REDACTED]

(1) The combined net tangible assets attributable to owners of our Company as of September 30, 2020 is extracted from
the Accountant’s Report set out in Appendix I to this document, which is based on the audited combined net assets of
our Group attributable to the owners of our Company as of September 30, 2020 of approximately RMB438.7 million
and deducting our intangible assets attributable to the owners of our Company of approximately RMB6.6 million as
of September 30, 2020.

-221 -



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

FINANCIAL INFORMATION

2

3)

)

(%)

The estimated [REDACTED] from the [REDACTED] are based on [REDACTED] new Shares to be issued at the
indicative [REDACTED] of HK${REDACTED] and HK$[REDACTED] per [REDACTED], being the lower end to
higher end of the stated [REDACTED] range (after deducting the [REDACTED)] fees and other estimated expenses
which excluded [REDACTED] expenses which have been accounted for the years ended December 31, 2018 and 2019
and nine months ended September 30, 2020). The estimated [REDACTED] from the [REDACTED] are converted
from Hong Kong dollars into RMB at an exchange rate of HK$1.0 to RMB0.8346 prevailing on the Latest Practicable
Date.

The unaudited [REDACTED] adjusted combined net tangible assets per Share is calculated based on [REDACTED]
Shares in issue immediately following the completion of the [REDACTED], which does not include the 1,002,300
Shares (after the Share Subdivision, and representing 10,032 shares issued to an pre-[REDACTED] investor in
December 2020) and does not take into account of any Shares which may be issued upon the exercise of the
[REDACTED] or any options granted under the Share Award Schemes.

The unaudited [REDACTED] adjusted combined net tangible assets per Share is converted into Hong Kong dollars
at an exchange rate of HK$1.0 to RMBO0.8346 prevailing on the Latest Practicable Date.

No adjustment has been made to the unaudited [REDACTED] adjusted combined net tangible assets to reflect any of
trading results or other transactions we entered into subsequent to September 30, 2020, including the dividend of
RMB43.0 million declared by Wuxi EA to its then shareholders on November 10, 2020 and the issuance of 10,023
Shares to an pre-[REDACTED] investor in December 2020.
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FUTURE PLANS
See “Business — Growth Strategies” for a detailed description of our future plans.
USE OF [REDACTED]

We estimate that the [REDACTED] of the [REDACTED], after deducting the estimated
[REDACTED] and other fees and expenses payable by us in connection with the [REDACTED], will be
approximately HK$[REDACTED] million, assuming an [REDACTED] of HK${REDACTED] per Share
(being the mid-point of the indicative range of the [REDACTED] of HK$[REDACTED] to
HKS$[REDACTED] per Share), and that the [REDACTED] is not exercised.

We currently intend to use the [REDACTED] from the [REDACTED] for the purposes and in the
amounts as set out below:

. approximately [REDACTED]% of the [REDACTED], or HK${REDACTED] million, for
funding the construction of our Chuangmei Center in Wuxi city, which comprises new
manufacturing facilities and a research and development center with a gross floor area of
approximately 126,000 square meters. The new manufacturing facilities in our Chuangmei
Center, once fully commissioned, are expected to have an ultimate annual designed production
capacity of approximately 100 million units of clear aligners. See “Business — Our Intelligent
Manufacturing — Expansion Plan” for details. We expect to incur costs primarily relating to
construction and renovation of Chuangmei Center, and purchase of automated production
machinery, research and development equipment and other equipment;

. approximately [REDACTED]% of the [REDACTED], or HK$[REDACTED] million, for
strengthening our research and development capabilities and funding our in-house and
collaborative R&D initiatives. We plan to continuously upgrade our technology and data
platforms and explore other advanced theories and technologies. We expect to incur costs
relating to purchasing and deploying additional machinery, equipment and software systems,
recruiting additional research and development personnel specialized in stomatology,
biomechanics, materials science, computer science or intelligent manufacturing, and
cooperating with China’s most prominent higher education institutions, stomatology hospitals,
medical schools and other research institutions to carry out joint research and development
projects ;

. approximately [REDACTED]% of the [REDACTED], or HK$[REDACTED] million, for
expanding our in-house sales team and providing sales personnel with training sessions to
enhance sales effectiveness and efficiency;

. approximately [REDACTED]% of the [REDACTED], or HK$[REDACTED] million, for
funding a variety of marketing and branding activities to expand user base and promote brand
image, including organization of A-Tech forum and other regional symposium focusing on
specific products and technologies, attendance at academic conferences and industry
exhibitions, sponsorship of national events, promotion of Yulong Plan (BHERT#]) in
collaboration with China Oral Health Foundation, and various marketing and branding
campaigns targeting prospective users;

. approximately [REDACTED]% of the [REDACTED], or HK$[REDACTED] million, for
developing a flexible and scalable intelligent information technology system to streamline and
fully digitalize all aspects of our operations and deploying a data middle platform. By doing
so, we expect to realize full compatibility among our existing systems and technology
platforms and, consequently, achieve fully integrated end-to-end digital workflows to facilitate
fluent information flow between us and dental professionals. In addition, we will invest in the
upgrade of our existing platforms and systems, including iOrtho and MES;
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. approximately [REDACTED]% of the [REDACTED], or HK$[REDACTED] million, for
optimizing our medical services by (1) establishing additional regional demonstration centers
to improve the accessibility of our medical services offline and provide dental professionals
with regular in-the-field training in application of our solutions, and (2) cultivating medical
talent through joint programs in collaboration with China’s prestigious higher education
institutions in China; and

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

The above allocation of the [REDACTED] will be adjusted on a pro rata basis in the event that the
[REDACTED] is fixed below or above the mid-point of the indicative price range. Any additional
[REDACTED] received from the exercise of the [REDACTED] will also be allocated to the above
purposes on a pro rata basis. In the event that the [REDACTED] is exercised in full, we will receive
[REDACTED] of HK$[REDACTED] million (after deducting the estimated [REDACTED] and other
fees and expenses payable by us in connection with the [REDACTED] and assuming an [REDACTED]
of HK$[REDACTED] per Share, being the mid-point of our indicative [REDACTED] range).

To the extent that the [REDACTED] are not immediately applied to the above purposes, we intend
to deposit the [REDACTED] into short-term demand deposits with licensed banks or financial institutions
so long as it is deemed to be in the best interests of our Company.
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APPENDIX I ACCOUNTANT’S REPORT

The following is the text of a report set out on pages I-1 to I-3, received from the Company’s
reporting accountant, PricewaterhouseCoopers, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this Document. It is prepared and addressed to the directors of the Company
and to the Joint Sponsors pursuant to the requirements of Hong Kong Standard on Investment Circular
Reporting Engagements 200, Accountants’ Reports on Historical Financial Information in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants.

[Letterhead of PricewaterhouseCoopers] [Draft]

ACCOUNTANT’S REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF ANGELALIGN TECHNOLOGY INC., GOLDMAN SACHS (ASIA) L.L.C. AND
CHINA INTERNATIONAL CAPITAL CORPORATION HONG KONG SECURITIES LIMITED

Introduction

We report on the historical financial information of Angelalign Technology Inc. (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages I-4 to I-59, which comprises the combined
statements of financial position as at December 31, 2018 and 2019 and September 30, 2020, the
Company’s statements of financial position of the Group as at December 31, 2018 and 2019 and September
30, 2020, and the combined statements of comprehensive income, the combined statements of changes in
equity and the combined statements of cash flows of the Group for each of the years ended December 31,
2018 and 2019 and the nine months ended September 30, 2020 (the “Track Record Period”) and a summary
of significant accounting policies and other explanatory information (together, the “Historical Financial
Information”). The Historical Financial Information set out on pages I-4 to I-59 forms an integral part of
this report, which has been prepared for inclusion in the Document of the Company dated [®] (the
“Document”) in connection with the [REDACTED] of the Company on the Main Board of The Stock
Exchange of Hong Kong Limited.

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of the Historical Financial
Information that gives a true and fair view in accordance with the basis of presentation and preparation
set out in Notes 1.3 and 2.1 to the Historical Financial Information, and for such internal control as the
directors determine is necessary to enable the preparation of the Historical Financial Information that is
free from material misstatement, whether due to fraud or error.

Reporting accountant’s responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report our
opinion to you. We conducted our work in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 200, Accountants’ Reports on Historical Financial Information in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”). This standard
requires that we comply with ethical standards and plan and perform our work to obtain reasonable
assurance about whether the Historical Financial Information is free from material misstatement.
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Our work involved performing procedures to obtain evidence about the amounts and disclosures in
the Historical Financial Information. The procedures selected depend on the reporting accountant’s
judgement, including the assessment of risks of material misstatement of the Historical Financial
Information, whether due to fraud or error. In making those risk assessments, the reporting accountant
considers internal control relevant to the entity’s preparation of the Historical Financial Information that
gives a true and fair view in accordance with the basis of presentation and preparation set out in Notes
1.3 and 2.1 to the Historical Financial Information in order to design procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Our work also included evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountant’s
report, a true and fair view of the financial position of the Company as at December 31, 2018 and 2019
and September 30, 2020 and the combined financial position of the Group as at December 31, 2018 and
2019 and September 30, 2020 and of its combined financial performance and its combined cash flows for
the Track Record Period in accordance with the basis of presentation and preparation set out in Notes 1.3
and 2.1 to the Historical Financial Information.

Review of stub period comparative financial information

We have reviewed the stub period comparative financial information of the Group which comprises
the combined statement of comprehensive income, the combined statement of changes in equity and the
combined statement of cash flows for the nine months ended September 30, 2019 and other explanatory
information (the “Stub Period Comparative Financial Information”). The directors of the Company are
responsible for the presentation and preparation of the Stub Period Comparative Financial Information in
accordance with the basis of presentation and preparation set out in Notes 1.3 and 2.1 to the Historical
Financial Information. Our responsibility is to express a conclusion on the Stub Period Comparative
Financial Information based on our review. We conducted our review in accordance with International
Standard on Review Engagements 2410, Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the International Auditing and Assurance Standards Board
(“IAASB”). A review consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit opinion. Based on our review, nothing
has come to our attention that causes us to believe that the Stub Period Comparative Financial Information,
for the purposes of the accountant’s report, is not prepared, in all material respects, in accordance with the
basis of presentation and preparation set out in Notes 1.3 and 2.1 to the Historical Financial Information.
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REPORT ON MATTERS UNDER THE RULES GOVERNING THE LISTING OF SECURITIES ON
THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “LISTING RULES”) AND THE
COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page I-4 have been made.

Dividends

We refer to Note 30 to the Historical Financial Information which states that no dividends have been
paid by the Angelalign Technology Inc. in respect of the Track Record Period.

No statutory financial statements for the Company

No statutory financial statements have been prepared for the Company since its date of
incorporation.

[PricewaterhouseCoopers]
Certified Public Accountants
Hong Kong

[Date]
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I. HISTORICAL FINANCIAL INFORMATION OF THE GROUP

Preparation of the Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountant’s report.

The combined financial statements of the Group for the Track Record Period, on which the Historical
Financial Information is based, were audited by PricewaterhouseCoopers in accordance with International
Standards on Auditing issued by the IAASB (the “Underlying Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are rounded
to the nearest thousand (“RMB’000”) except when otherwise indicated.
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COMBINED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,

Nine months ended
September 30,

Note 2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Revenue. . ..................... 5 488,483 645,898 485,410 601,328
Cost of revenue . ................ 7 (176,765)  (228,756)  (161,036) (175,680)
Gross profit . . ...... ... ... .. ... 311,718 417,142 324,374 425,648
Selling and marketing expenses . . . . . . 7 (81,439) (122,645) (86,535) 91,175)
Administrative expenses . .......... 7 (107,702) (136,544) (99,472) (95,283)
Research and development expenses . . 7 (50,163) (80,905) (57,559) (58,935)
Net impairment losses on financial
asSetS . . . ... 3.1(b) (3,684) (2,512) (4,121) (6,478)
Other income . ... ............... 6 4,608 8,804 6,822 13,616
Other expenses . . .. .............. 6 - (2,000) - (6,000)
Other gains —net . . .............. 6 1,933 2,851 2,428 2,857
Operating profit . . ... ... .. ... ... 75,271 84,191 85,937 184,250
Finance income ................. 9 1,223 1,791 1,174 2,981
Finance costs ... ................ 9 (1,354) (1,142) (779) 910)
Finance (costs)/income — net. .. ... .. (131) 649 395 2,071
Share of results of investments
accounted for using the equity
method . . ......... ... ... .. ... 20 (363) (348) 157 (34)
Profit before income tax . . .. ... ... 74,777 84,492 86,489 186,287
Income tax expense .............. 10 (16,591) (16,827) (15,906) (30,576)
Profit for the year/period ......... 58,186 67,665 70,583 155,711
Profit attributable to
— Owners of the Company . ....... 59,758 68,837 71,295 155,606
— Non-controlling interests. . ... ... (1,572) (1,172) (712) 105
58,186 67,665 70,583 155,711
Other comprehensive income
Items that may be subsequently
reclassified to profit or loss
Currency translation differences . . ... 89 396 390 (489)
Total comprehensive income for the
year/period . ................. 58,275 68,061 70,973 155,222
Total comprehensive income for the
year/period attributable to:
— Owners of the Company . . ...... 59,823 69,231 71,681 155,120
— Non-controlling interests. . . ... .. (1,548) (1,170) (708) 102
58,275 68,061 70,973 155,222
Earnings per share for profit
attributable to owners of the
Company (expressed in RMB
per share) ...................
— Basic and diluted . . ... ........ 11 N/A N/A N/A N/A
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COMBINED STATEMENTS OF FINANCIAL POSITION

As at

As at December 31, September 30
’

Note 2018 2019 2020
RMB’000 RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment ............ 12 55,046 84,338 88,460
Right-of-use assets. . . .................. 13 16,432 80,795 73,127
Intangible assets . ..................... 14 13,692 9,330 6,634
Investments accounted for using the equity
method . ...... ... ... ... . .. .. .. .. .. 20 3,438 13,681 13,558
Prepayments for non-current assets . ... ... .. 16 6,578 1,691 3,687
Deferred income tax assets . . ............. 29 4,501 7,379 9,077
99,687 197,214 194,543
Current assets
Inventories . ... ... ... ... ... ... 18 21,663 22,827 14,507
Trade and other receivables . ............. 16 107,423 97,816 143,038
Amounts due from related parties . . ........ 35 27,712 30,235 31,223
Financial assets at fair value through profit or
10SS © o o o 19 - - 270,758
Cash and cash equivalents . .............. 17 216,015 504,697 482,059
372,813 655,575 941,585
Total assets. . .. ...................... 472,500 852,789 1,136,128
EQUITY AND LIABILITIES
Equity attributable to owners of
the Company
Combined capital . . . ........... .. ... ... 21 167,807 167,807 167,807
Shares held for employee share scheme. . . . .. 21 (54,994) (54,994) (54,994)
Other reserves . . . ... .. i .. 23 72,227 140,016 201,780
(Accumulated losses)/retained earnings . . . . .. 24 (18,530) 44,589 124,146
166,510 297,418 438,739
Non-controlling interests . .............. (2,958) (4,039) (3,937)
Total equity . ........................ 163,552 293,379 434,802
Liabilities
Non-current liabilities
Amounts due to related parties . . .......... 35 4,415 4,415 4,415
Contract liabilities . .. ... ............... 26 45,856 65,445 78,345
Lease liabilities . . ... ... ............... 27 8,838 13,353 6,914
Deferred income . ... ........ . ... .. .... 28 683 5,124 6,515
59,792 88,337 96,189
Current liabilities
Trade and other payables .. .............. 25 128,650 205,881 278,760
Amounts due to related parties . . .......... 35 1,775 1,876 1,785
Contract liabilities . . .. ................. 26 109,151 238,898 276,807
Current income tax liabilities . ... ......... 1,503 14,496 37,867
Lease liabilities . .. ... ................. 27 7,995 9,517 9,331
Deferred income .. .................... 28 82 405 587
249,156 471,073 605,137
Total liabilities . . . ... ... .............. 308,948 559,410 701,326
Total equity and liabilities . . ... ... ... ... 472,500 852,789 1,136,128
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STATEMENTS OF FINANCIAL POSITION

Note

ASSETS
Current assets
Prepayments .. ........... ... ... ..... 16

Total assets. . . .......................
EQUITY AND LIABILITIES
Equity attributable to owners of the
Company
Share capital .. ........ ... ... ... ... ... 21

Other reserves . ... ....................
Accumulated losses . . ..................

Total deficits .. .......... ... ... .......
Liabilities

Current liabilities

Other payables. . . ....... ... ... .. .. .. 25
Amounts due to related parties . . ..........

Total liabilities . . ... ..................
Total equity and liabilities .. ............

17 -

As at
As at December 31, September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000
3,503 3,725 3,946
3,503 3,725 3,946
(1) (2) 2
(10,896) (12,664) (13,561)
(10,897) (12,666) (13,559)
(10,897) (12,666) (13,559)
14,383 16,312 17,324
17 79 181
14,400 16,391 17,505
14,400 16,391 17,505
3,503 3,725 3,946
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COMBINED STATEMENTS OF CASH FLOWS

Note

Cash flows from operating activities
Cash generated from operations ........ 31(a)
Income tax paid . . . ......... ... ... ..

Net cash generated from operating
activities . . .. ... ... ...

Cash flows from investing activities
Purchases of property, plant and
equipment . ............. ... ...
Purchases of intangible assets . . ........
Purchases of right-of-use assets for land . .
Proceeds from disposal of property, plant

and equipment . .................. 31(a)
Disposal of a subsidiary, net of cash
disposed of . . . ....... .. .. ... ... 34

Investment in an associate ............
Investment in a joint venture ..........
Purchases of financial assets at fair value

through profit or loss . ............. 19
Proceeds from disposals of financial assets
at fair value through profit or loss . . . . . 19

Proceeds from maturity of investment in
financial bonds . . .. ..., .. .. L.
Loans provided to related parties .......
Loans repaid by third parties ..........
Interest received. . .. ... ... .. ... ... .

Net cash used in investing activities . . . .

Cash flows from financing activities
Repurchase of shares held for employee
share scheme . ....... ... ... ... .... 22

Payments for [REDACTED] expenses . . .

Loans from related parties ............
Repayment of loans to related parties . . . .
Principal elements of lease payments. . . . .
Interests paid for leases liabilities . . . . . ..

Net cash used in financing activities . . . .

Net increase/(decrease) in cash and cash
equivalents . ....................

Cash and cash equivalents at beginning of
the year/period .. .................

Exchange gains/(losses) on cash and cash
equivalents . . ............. ... . ...

Cash and cash equivalents at end of the
year/period .. ....... ... .. .. .. ...
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Nine months ended

Year ended December 31, September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

168,498 411,174 274,470 275,090
(23,913) (8,842) (2,905) (3,759)

144,585 402,332 271,565 271,331

(35,938) (39,779) (29,185) (19,764)
(9,090) (535) (411) (211)
- (59,413) (53,088) -

930 1,164 445 189

- (1,096) (1,096) -
(3,500) (3,500) (3,500) -

- (4,179) (4,179) -
(350,000) (588,000) (448,000) (1,080,000)
395322 590,512 319,369 812,416
20,000 - - -
(27,200) - - -

5,240 - - -
2,174 1,791 1,174 2,981

(2,062) (103,035) (218,471)  (284,389)

(50,579) - - -
(2,019) (1,147) (772) ~
76 218 162 -
(208) (53) (53) -
(8,317) (9,199) (6,881) (7,242)
(780) (1,123) (765) (896)
(61,827)  (11,304) (8,309) (8,138)

80,696 287,993 44,785 (21,196)
134,051 216,015 216,015 504,697

1,268 689 891 (1,442)

216,015 504,697 261,691 482,059
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II. NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1 GENERAL INFORMATION, GROUP REORGANIZATION AND BASIS OF PREPARATION
1.1 General information

Angelalign Technology Inc. (the “Company”) was incorporated in the Cayman Islands on November 29, 2018 as an exempted
company with limited liability under the Companies Law, Cap.22 (Law 3 of 1961, as combined and revised) of the Cayman Islands.
The address of its registered office is Maples Corporate Services Limited, P.O. Box 309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries (together, the “Group”) are principally
engaged in the clear aligner treatment solutions including treatment planning services, manufacturing and marketing of clear aligners
(the “[REDACTED] Business”) in the People’s Republic of China (“PRC”).

CareCapital Group is the ultimate holding company of the Group which controlled the [REDACTED] Business as to
67.1242% as at the date of this report through CareCapital Orthotech Limited (“CareCapital Orthotech” formerly known as Rico
Investments Limited), a company incorporated in Hong Kong.

1.2 Reorganization

Prior to the Reorganization (as defined below), the [REDACTED] Business was primarily operated by Wuxi EA Medical
Instruments Technologies Limited (#8574 R S BB UEH A BR/A 7], “Wuxi EA”), a limited liability company incorporated in
the PRC, and its subsidiaries, with its 67.7896% equity interests held by CareCapital Orthotech.

In preparation for the [REDACTED] of the Company on the Main Board of The Stock Exchange of Hong Kong Limited (the
“I[REDACTED]”), a group reorganization was undertaken under which the [REDACTED] Business was transferred to the Company
(the “Reorganization”). The Reorganization mainly involved the followings:

(a)  Incorporation of the Company

On November 29, 2018, the Company was established as a [REDACTED] vehicle in the Cayman Islands as an
exempted company with limited liability. On the same date, the Company issued one share of the Company with par value
of USDO0.01 each to Mapcal Limited at nominal value, which was transferred to CareCapital Orthotech on the same date.

(b)  Transfer of registered share capital of Shanghai Tianzhi Dental Clinic Co., Ltd. ( L§XE OFEFIEER A 7,
“Shanghai Tianzhi”) and Shanghai Junxiao Dental Clinic Co., Ltd. ( L8Z % O0EFI2 AR A @, “Shanghai
Junxiao”) to independent third parties

To comply with the foreign investment restrictions on clinics and hospitals under the PRC laws and regulations after
the Reorganization, the Group transferred 30% the registered share capital of Shanghai Tianzhi and Shanghai Junxiao, both
of which are wholly-owned subsidiaries principally engaged in dental clinics business, to an independent third party at a
consideration of RMBO0.9 million and RMB69,000, respectively, which were determined after arm’s length negotiation and
completed in December 2018.

(c) Onshore Share Purchase by CareCapital Orthotech

On December 17, 2020, CareCapital Orthotech purchased from the non-controlling shareholders of Wuxi EA all the
outstanding 32.2104% equity interest in Wuxi EA at an aggregate consideration of USD11.38 million. The consideration was
based on the initial consideration paid by such shareholders for acquisition of their respective equity interests in Wuxi EA,
and was fully paid in December 2020. After such acquisition, CareCapital Orthotech became the sole shareholder of Wuxi EA.
In consideration, 32.2104% shares of the Company were allotted and issued to these non-controlling shareholders (Note
1.2(e)).

(d)  Issuance of Shares to CareCapital Orthotech

On December 21, 2020, CareCapital Orthotech transferred 100% equity interest in Wuxi EA held by it to the Company.
On the same date, the Company issued a total of 999,999 new shares of the Company with par value of USDO0.01 each to
CareCapital Orthotech at nominal value, as the consideration for such acquisition. After such issuance, CareCapital Orthotech
owned an aggregate of 1,000,000 shares of the Company with par value of USDO0.01 each. Since then, Wuxi EA became a
wholly owned subsidiary of the Company.

(e) Issuance of Shares to Offshore Holding Companies

For the Reorganization, seven offshore holding companies were established or used by certain of the directors, senior
management and employees for the purpose of holding their respective corresponding equity interests in Wuxi EA prior to
the Reorganization.

On December 21, 2020, the Company issued to such entities an aggregate of 475,152 shares of the Company with par
value of USDO0.01 each to reflect the respective equity interests of the beneficial owners of such entities in Wuxi EA, who
are directors, senior management or employees of the Company, representing 32.2104% shares, comprising 15.8798% shares,
7.9452% shares, 0.95% shares, 0.4862% shares, 0.2682% shares, 6.681% shares of the Company to Sky Honour Enterprises
Limited, which is wholly owned by Ms. LI Huamin, Jovial Day Global Limited, which is wholly owned by Mr. CHEN Kai,
Ascend Benefit Limited, which is wholly owned by Mr. SONG Xin, Nobel Affluent Limited, which is wholly owned by Mr.
HUANG Kun, Marco Synergy Limited, which is wholly owned by Mr. MAO Yibin and Novel Boom Limited and All Beautiful
Limited, respectively. All the considerations were fully paid by the respective companies.

Upon the completion of the Reorganization on December 21, 2020, the Company became the holding company of the
companies now comprising the Group. The Company was owned as to 67.7896% by CareCapital Orthotech, and 32.2104%
by certain directors, senior management and employees of the Group.
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1.3  Basis of presentation

Immediately prior to and after the Reorganization, the [REDACTED] Business is held by and mainly conducted through Wuxi
EA and its subsidiaries. Pursuant to the Reorganization, Wuxi EA and the [REDACTED] Business were transferred to and held by
the Company. The Company has not been involved in any business prior to the Reorganization and does not meet the definition of
a business. The Reorganization is merely a recapitalization of the [REDACTED] Business, with no change in management of such
business and the ultimate owners of the [REDACTED] Business remain the same. Accordingly, the Group resulting from the
Reorganization is regarded as a continuation of the [REDACTED] Business under Wuxi EA and, for the purpose of this report, the
Historical Financial Information has been prepared and presented as a continuation of the consolidated financial statements of Wuxi
EA and its subsidiaries, with the assets and liabilities of the Group recognized and measured at the carrying amounts of the
[REDACTED] Business under the consolidated financial statements of Wuxi EA for all periods presented. Inter-company
transactions, balances and unrealized gains/losses on transactions between group companies are eliminated on combination.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial Information are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

2.1  Basis of preparation

The Historical Financial Information of the Group has been prepared in accordance with International Financial Reporting
Standards (“IFRS”). The Historical Financial Information has been prepared under the historical cost convention, as modified by the
revaluation of financial assets at fair value through profit or loss, which are carried at fair value.

The preparation of Historical Financial Information in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the Historical
Financial Information are disclosed in Note 4.

IFRS 16 “Leases” which is effective for annual periods beginning on or after January 1, 2019, is consistently applied to the
Group for the Track Record Period.

(a)  New standards and interpretations not yet adopted

Up to the date of issuance of this report, the following issued new standards and amendments to existing standards are
not yet effective and have not been early adopted by the Group:

Effective for annual periods
beginning on or after

Amendments to IFRS 9, International Interest rate benchmark (IBOR) reform January 1, 2021
Accounting Standards (“IAS”) 39, IFRS

7, IFRS 4 and IFRS 16 ~ phase 2
Amendments to IFRS 3 Reference to the conceptual framework January 1, 2022
Amendments to IAS 16 Property, plant and equipment — January 1, 2022
proceeds before intended use
Amendments to IAS 37 Onerous contracts — Cost of fulfilling a January 1, 2022
contract
Amendments to IFRS 1, IFRS 9, IFRS 16 Annual improvements to IFRS Standards  January 1, 2022
and IAS 41 2018 to 2020
IFRS 17 Insurance contracts January 1, 2023
Amendments to IAS 1 Classification of liabilities as current or January 1, 2023
non-current
Amendments to IFRS 10 and IAS 28 Sale or contribution of assets between To be determined
an investor and its associate or joint
venture

The Group has already commenced an assessment of the impact of these new or revised standards, and amendments,
certain of which are relevant to the Group’s operations. According to the preliminary assessment made by the directors, no
significant impact on the financial performance and positions of the Group is expected when they become effective.
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2.2 Subsidiaries
2.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group controls an entity
when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. Subsidiaries are combined from the date on which control is transferred
to the Group. They are deconsolidated from the date that control ceases.

Intra-group transactions, balances and unrealized gains on transactions between group companies are eliminated.
Unrealized losses are also eliminated. When necessary, amounts reported by subsidiaries have been adjusted to conform with
the Group’s accounting policies.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the combined statement of
comprehensive income, statement of changes in equity and statements of financial position respectively.

(a) Business combination

The Group applies the acquisition method to account for business combinations, regardless of whether equity
instruments or other assets are acquired. The consideration transferred for the acquisition of a subsidiary or a business
comprises the:

. fair values of the assets transferred,

. liabilities incurred to the former owners of the acquired business,

. equity interests issued by the Group,

. fair value of any asset or liability resulting from a contingent consideration arrangement, and
. fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at the acquisition date. The Group recognizes any
non-controlling interest in the acquired entity on an acquisition-by-acquisition basis either at fair value or at the
non-controlling interest’s proportionate share of the acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the:

. consideration transferred,
. amount of any non-controlling interest in the acquired entity, and
. acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less than the
fair value of the net identifiable assets of the business acquired, the difference is recognized directly in profit or loss
as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted
to their present value as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate, being
the rate at which a similar borrowing could be obtained from an independent financier under comparable terms and
conditions. Contingent consideration is classified either as equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair value with changes in fair value recognized in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously

held equity interest in the acquiree is remeasured to fair value at the acquisition date. Any gains or losses arising from
such remeasurement are recognized in profit or loss.
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2.2.2

(b) Contractual Arrangements

On February 26, 2010, Wuxi EA entered into the Contractual Arrangements with Beijing EA and its registered
equity holders, which enable Wuxi EA and the Group to:

. Exercise effective control over Beijing EA;

. Exercise equity holders’ voting rights of Beijing EA;

. Receive substantially all of the economic interests and returns generated by Beijing EA in consideration
for the business support, technical and consulting services provided by Wuxi EA, at the Wuxi EA’s
discretion;

. Obtain an irrevocable and exclusive right to purchase all equity interests in Beijing EA from its registered

equity holders at a nominal consideration unless the relevant government authorities request that another
amount be used as the purchase consideration and in which case the purchase consideration shall be such
amount. Where the purchase consideration is required by the relevant government authorities to be an
amount other than a nominal amount, the registered equity holders of Beijing EA shall return the amount
of purchase consideration they have received to Wuxi EA. At Wuxi EA’s request, the registered equity
holders of Beijing EA will promptly and unconditionally transfer their respective equity interests Beijing
EA to Wuxi EA (or its designee within the Group) after Wuxi EA exercises its purchase right. In addition,
the Beijing EA are not allowed to sell, transfer, or dispose any assets, or make any distribution to their
equity holders without prior consent of the Wuxi EA; and

. Obtain pledges over the entire equity interests in Beijing EA from its registered equity holders to secure,
among others, performance of their obligations under the Contractual Arrangements.

The Group does not have any equity interest in Beijing EA before April 1, 2018, the date when Wuxi EA
acquired the 100% equity interest in Beijing EA. However, as a result of the Contractual Arrangement, the Group has
rights to variable returns from its involvement with Beijing EA and has the ability to affect those returns through its
power over Beijing EA and is considered to control Beijing EA. Consequently, the Company regards Beijing EA as
indirect subsidiary from accounting perspectives.

Nevertheless, the Contractual Arrangements may not be as effective as direct legal ownership in providing the
Group with direct control over the Beijing EA and such uncertainties presented by the PRC legal system could impede
the Group’s beneficiary rights of the results, assets and liabilities of the Beijing EA. The directors, based on the advice
of its legal counsel, consider that the Contractual Arrangements are in compliance with the relevant PRC laws and
regulations and are legally binding and enforceable.

(c) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity
transactions — that is, as transactions with the owners of the subsidiary in their capacity as owners. The difference
between fair value of any consideration paid and the relevant share acquired of the carrying value of net assets of the
subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

(d) Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its fair value at the
date when control is lost, with the change in carrying amount recognized in profit or loss. The fair value is the initial
carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognized in other comprehensive income in respect of that entity
are accounted for as if the Group had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognized in other comprehensive income are reclassified to profit or loss or retained earnings.

Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct attributable costs of

investment. The results of subsidiaries are accounted for by the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these investments if

the dividend exceeds the total comprehensive income of the subsidiary in the period the dividend is declared or if the carrying
amount of the investment in the separate financial statements exceeds the carrying amount in the combined financial
statements of the investee’s net assets including goodwill.
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2.3  Associates and joint arrangements

An associate is an entity over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity method of
accounting, after initially being recognized at cost.

Under IFRS 11 “Joint Arrangements” investments in joint arrangements are classified as either joint operations or joint
ventures. The classification depends on the contractual rights and obligations of each investor, rather than the legal structure of the
joint arrangement. The Group has joint venture. Interests in joint ventures are accounted for using the equity method, after initially
being recognized at cost.

Under the equity method of accounting, the investments are initially recognized at cost and adjusted thereafter to recognize
the Group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the Group’s share of movements in
other comprehensive income of the investee in other comprehensive income. Dividends received or receivable from associates and
joint ventures are recognized as a reduction in the carrying amount of the investment.

Where the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in the entity, including any
other unsecured long-term receivables, the Group does not recognize further losses, unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealized gains on transactions between the Group and its associates and joint ventures are eliminated to the extent of the
Group’s interest in these entities. Unrealized losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of equity-accounted investees have been changed where necessary to ensure consistency
with the policies adopted by the Group.

The carrying amount of equity-accounted investments is tested for impairment in accordance with the policy described in Note
2.8.

2.4  Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker (“CODM”). The CODM, who is responsible for allocating resources, assessing performance of the operating
segments, and has been identified as the executive directors of the Company that make strategic decisions.

2.5 Foreign currency translation
(a)  Functional and presentation currency

Items included in the Historical Financial Information of each of the Group’s entities are measured using the currency
of the primary economic environment in which the entity operates (the “functional currency”). The functional currency of the
Company is Hong Kong dollar. The Company’s primary subsidiaries were incorporated in the PRC and these subsidiaries
considered RMB as their functional currency. As the major operations of the Group during the Track Record Period are within
the PRC, the Group determined to present its Historical Financial Information in RMB.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the combined statements of comprehensive income within “other gains
— net”.

(c) Group companies
The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency are translated into the presentation currency

as follows:

(i) assets and liabilities for the statement of financial position presented are translated at the closing rate at the date
of that statement of financial position;

(ii)  income and expenses for each statement of comprehensive income are translated at average exchange rates
(unless this is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction

dates, in which case income and expenses are translated at the dates of the transaction); and

(iii)  all resulting exchange differences are recognized in other comprehensive income.
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2.6  Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation, net of any impairment losses, if any.
Historical cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognized. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values, over their estimated
useful lives or, in the case of leasehold improvements, the shorter lease term as follows:

Useful lives

Bulldmgs 20 years
Plant and machinery 5-10 years
Transportation equipment 5 years
Furniture, fixtures and equipment 3-5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposal are determined by comparing the proceeds with the carrying amounts. These are included in the
combined statements of comprehensive income.

Construction-in-progress (the “CIP”) represents plant and machinery and leasehold improvements under construction and is
stated at cost less accumulated impairment losses, if any. Cost includes the costs of construction and acquisition and capitalized
borrowing costs. No provision for depreciation is made on CIP until such time as the relevant assets are completed and ready for
intended use. When the assets concerned are available for use, the cost are transferred to relevant categories of property, plant and
equipment and depreciated in accordance with the policy as stated above.

2.7 Intangible assets

(a) Goodwill

Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not amortized but it is tested for
impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired, and is
carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units (“CGUs”) for the purpose of impairment testing. The allocation is made
to those CGUs or groups of CGUs that are expected to benefit from the business combination in which the goodwill arose.

The units or groups of units are identified at the lowest level at which goodwill is monitored for internal management
purposes.

(b) Software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortized using the straight-line method over their estimated useful lives from 5 to 10 years.
Costs associated with maintenance of software programme is recognized as expenses as incurred.

(c) Patents

Expenditure on acquired patents is capitalized at historical cost upon acquisition. These costs are amortized using the
straight-line method over their estimated useful lives of 5 to 20 years.
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2.8

(d) Research and development

Research expenditure is recognized as expenses as incurred. Development costs that are directly attributable to the
design and testing of identifiable and unique intangible asset controlled by the Group are recognized as intangible assets when
the following criteria are met:

. it is technically feasible to complete the intangible asset so that it will be available for use;

. management intends to complete the intangible asset and use or sell it;

. there is an ability to use or sell the intangible asset;

. it can be demonstrated how the intangible asset will generate probable future economic benefits;

. adequate technical, financial and other resources to complete the development and to use or sell the intangible

asset are available; and
. the expenditure attributable to the intangible asset during its development can be reliably measured.
Directly attributable costs that are capitalized as part of the intangible asset include employee costs and an appropriate
portion of relevant overheads. Capitalized development costs are recorded as intangible assets and amortized from the point

at which the asset is ready for use.

Other development expenditures that do not meet those criteria are recognized as expenses as incurred. Development
costs previously recognized as expenses are not recognized as an asset in a subsequent period.

During the Track Record Period, there were no development costs meeting these criteria and capitalized as intangible
assets.

Impairment of non-financial assets

Goodwill and other intangible assets that have an indefinite useful life are not subject to amortization and are tested annually

for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are tested
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs of disposal and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash flows which are largely independent of the cash
inflows from other assets or groups of assets (CGUs). Non-financial assets other than goodwill that suffered impairment are reviewed
for possible reversal of the impairment at the end of each reporting period.

2.9

Financial assets
2.9.1 Classification

The Group classifies its financial assets in the following measurement categories:

. those to be measured subsequently at fair value (either through OCI, or through profit or loss), and

. those to be measured at amortized cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms
of the cash flows. For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investments in debt instruments, this will depend on the business model in which the investment is held. For investments in
equity instruments, this will depend on whether the Group has made an irrevocable election at the time of initial recognition
to account for the equity investment at fair value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when its business model for managing those assets changes.
2.9.2 Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the Group commits
to purchase or sell the asset. Financial assets are derecognized when the rights to receive cash flows from the financial assets
have expired or have been transferred and the Group has transferred substantially all the risks and rewards of ownership.
2.9.3 Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not

at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried at FVPL are expensed in profit or loss.
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Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows
are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing the asset and
the cash flow characteristics of the asset. There are three measurement categories into which the Group classifies its
debt instruments:

. Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortized cost. Interest income from
these financial assets is included in finance income using the effective interest rate method. Any gain or
loss arising on derecognition is recognized directly in profit or loss and presented in other gains/(losses)
together with foreign exchange gains and losses. Impairment losses are presented as separate line item
in the combined statements of comprehensive income.

. FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal and interest, are measured at FVOCI.
Movements in the carrying amount are taken through OCI, except for the recognition of impairment gains
or losses, interest revenue and foreign exchange gains and losses which are recognized in profit or loss.
When the financial asset is derecognized, the cumulative gain or loss previously recognized in OCI is
reclassified from equity to the combined statement of comprehensive income and recognized in other
gains/(losses) — net. Interest income from these financial assets is included in finance income using the
effective interest rate method. Foreign exchange gains and losses are presented in other gains/(losses) —
net and impairment expenses are presented as separate line item in the combined statement of
comprehensive income.

. FVPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured at FVPL. A gain
or loss on a debt investment that is subsequently measured at FVPL is recognized in profit or loss and
presented in ‘other gains/(losses) — net’ in the period in which it arises.

2.9.4 Impairment

The Group assesses on a forward-looking basis the expected credit losses associated with its debt instruments carried
at amortized cost and FVOCI. The impairment methodology applied depends on whether there has been a significant increase
in credit risk.

For trade receivables, the Group applies the simplified approach permitted by IFRS 9, which requires expected lifetime
losses to be recognized from initial recognition of the receivables, see Note 3.1(b) for further details.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statements of financial position where the Group
currently has a legally enforceable right to offset the recognized amounts, and there is an intention to settle on a net basis or realize
the assets and settle the liabilities simultaneously. The Group has also entered into arrangements that do not meet the criteria for
offsetting but still allow for the related amounts to be set off in certain circumstances, such as bankruptcy or the termination of a
contract.

2.11 Inventories

Inventories comprise of raw materials, work in progress and finished goods, which are stated at the lower of cost and net
realizable value. Cost comprises direct materials, direct labour and an appropriate proportion of variable and fixed overhead
expenditure, the latter being allocated on the basis of normal operating capacity. Cost is determined using the weighted average
method. Costs of purchased inventory are determined after deducting rebates and discounts. Net realizable value is the estimated
selling price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to make the
sale.

2.12 Contract assets and contract liabilities

Upon entering into a contract with a customer, the Group obtains rights to receive consideration from the customer and
assumes performance obligations to transfer goods or provide services to the customer. The combination of those rights and
performance obligations gives rise to a net asset or a net liability depending on the relationship between the remaining rights and
the performance obligations. The contract is an asset and recognized as contract assets if the measure of the remaining rights exceeds
the measure of the remaining performance obligations. Conversely, the contract is a liability and recognized as contract liabilities
if the measure of the remaining performance obligations exceeds the measure of the remaining rights.

2.13 Trade and other receivables
Trade receivables are amounts due from customers for services provided in the ordinary course of business. If collection of

trade and other receivables is expected in one year or less (or in the normal operating cycle if longer), they are classified as current
assets. If not, they are presented as non-current assets.
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Trade receivables are recognized initially at the amount of consideration that is unconditional unless they contain significant
financing components, when they are recognized at fair value. The Group holds the trade receivables with the objective of collecting
the contractual cash flows and therefore measures them subsequently at amortized cost using the effective interest method. See Note
16 for further information about the Group’s accounting for trade receivables and Note 3.1(b) for a description of the Group’s
impairment policies.

2.14 Cash and cash equivalents

For the purpose of presentation in the combined statement of cash flows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, and other short-term, highly liquid investments with original maturities of three
months or less hat are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

2.15 Combined capital and shares held for employee share scheme
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from the
proceeds.

The consideration paid by the Company for repurchasing the its shares from shareholders for employee share scheme purpose,
including any directly attributable incremental cost, is presented as “shares held for employee share scheme” and deducted from total
equity.

2.16 Government grants

Grants from the government are recognized at their fair value where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognized in the profit or loss over the period necessary to match them
with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current liabilities as deferred
income and are credited to profit or loss on a straight-line basis over the expected lives of the related assets.

2.17 Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of financial period which
are unpaid. Trade and other payables are presented as current liabilities unless payment is not due within 12 months after the
reporting. They are recognized initially at fair value and subsequently measured at amortized cost using the effective interest method.

2.18 Current and deferred income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income based on the
applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences and to unused tax losses.

(a) Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end
of the reporting period in the countries where the Company and its subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation
is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

(b) Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the combined financial statements. However, deferred tax
liabilities are not recognized if they arise from the initial recognition of goodwill. Deferred income tax is also not accounted
for if it arises from initial recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction neither accounting profit or loss nor taxable ones are affected. Deferred income tax is determined using
tax rates (and laws) that have been enacted or substantially enacted by the end of the reporting period and are expected to
apply when the related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be available to utilize those
temporary differences and losses.
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2.19

2.20

Deferred tax liabilities and assets are not recognized for temporary differences between the carrying amount and tax
bases of investments in foreign operations where the company is able to control the timing of the reversal of the temporary
differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are
offset where the entity has a legally enforceable right to offset and intends either to settle on a net basis, or to realize the asset
and settle the liability simultaneously.

Current and deferred tax is recognized in profit or loss, except to the extent that it relates to items recognized in other
comprehensive income or directly in equity. In this case, the tax is also recognized in other comprehensive income or directly
in equity, respectively.

Employee benefits
(a) Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits that are expected to be settled wholly within 12
months after the end of the period in which the employees render the related service are recognized in respect of employees’
services up to the end of the reporting period and are measured at the amounts expected to be paid when the liabilities are
settled. The liabilities are presented as current employee benefit obligations in the combined statements of financial position.

(b)  Employment obligations
Pension obligations

The Group only operate defined contribution pension plans. In accordance with the rules and regulations in the
PRC, the PRC based employees of the Group participate in various defined contribution retirement benefit plans
organized by the relevant municipal and provincial governments in the PRC under which the Group and the PRC based
employees are required to make monthly contributions to these plans calculated as a percentage of the employees’
salaries. The municipal and provincial governments undertake to assume the retirement benefit obligations of all
existing and future retired PRC based employees’ payable under the plans described above. Other than the monthly
contributions, the Group has no further obligation for the payment of retirement and other post-retirement benefits of
its employees. The assets of these plans are held separately from those of the Group in independently administrated
funds managed by the governments.

The Group’s contributions to the defined contribution retirement scheme are expensed as incurred.
Housing funds, medical insurances and other social insurances

Employees of the Group in the PRC are entitled to participate in various government-supervised housing funds,
medical insurance and other employee social insurance plan. The Group contributes on a monthly basis to these funds
based on certain percentages of the salaries of the employees, subject to certain ceiling. The Group’s liability in respect
of these funds is limited to the contributions payable in each year. Contributions to the housing funds, medical
insurances and other social insurances are expensed as incurred.

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal retirement
date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group recognizes
termination benefits at the earlier of the following dates: (a) when the Group can no longer withdraw the offer of those
benefits; and (b) when the entity recognizes costs for a restructuring that is within the scope of IAS 37 and involves
the payment of termination benefits. In the case of an offer made to encourage voluntary redundancy, the termination
benefits are measured based on the number of employees expected to accept the offer. Benefits falling due more than
12 months after the end of the reporting period are discounted to their present value.

(c) Bonus plan

The expected cost of bonuses is recognized as a liability when the Group has a present legal or constructive obligation
for payment of bonus as a result of services rendered by employees and a reliable estimate of the obligation can be made.
Liabilities for bonus plans are expected to be settled within one year and are measured at the amounts expected to be paid
when they are settled.

Share-based payments

The Group operates share incentive plan, under which it receives services from employees as consideration for equity

instruments of the Group. The fair value of the employee services received in exchange for the grant of the equity instruments
(including share options) is recognized as an expense with a corresponding increase in equity.
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In terms of the shares, equity instruments awarded to employees, the total amount to be expensed is determined by reference
to the fair value of the equity instruments granted:

. including any market performance conditions (for example, the entity’s share price),

. excluding the impact of any service and non-market performance vesting conditions (for example, profitability, sales
growth targets and remaining an employee of the entity over a specified time period), and

. including the impact of any non-vesting conditions (for example, the requirement for employees to save or holdings
shares for a specific period of time).

Non-market performance and service conditions are included in assumptions about the number of equity instruments that are
expected to vest. The total expense is recognized over the vesting period, which is the period over which all of the specified vesting
conditions are to be satisfied.

At the end of each reporting period, the Group revises its estimates of the number of equity instruments that are expected to
vest based on the non-marketing performance and service conditions. It recognizes the impact of the revision to original estimates,
if any, in profit or loss, with a corresponding adjustment to equity.

In addition, in some circumstances employees may provide services in advance of the grant date and therefore the grant date
fair value is estimated for the purposes of recognising the expense during the period between service commencement period and grant
date.

The grant by the Company of equity instruments over its equity instruments to the employees of subsidiaries in the Group
is treated as a capital contribution. The fair value of employee services received, measured by reference to the grant date fair value,
is recognized over the vesting period as an increase to investments in subsidiaries, with a corresponding credit to equity in the parent
entity accounts.

When the share options are exercised, the Company issues new shares. The proceeds received net of any directly attributable
transaction costs are credited to share capital.

Where there is any modification of terms and conditions which increases the fair value of the equity instruments granted, the
Group includes the incremental fair value granted in the measurement of the amount recognized for the services received over the
remainder of the vesting period. The incremental fair value is the difference between the fair value of the modified equity instrument
and that of the original equity instrument, both estimated as at the date of the modification. An expense based on the incremental
fair value is recognized over the period from the modification date to the date when the modified equity instruments vest in addition
to any amount in respect of the original instrument, which should continue to be recognized over the remainder of the original vesting
period. Furthermore, if the entity modifies the terms or conditions of the equity instruments granted in a manner that reduces the
total fair value of the share-based payment arrangement, or is not otherwise beneficial to the employee, the entity shall nevertheless
continue to account for the services received as consideration for the equity instruments granted as if that modification had not
occurred (other than a cancellation of some or all the equity instruments granted).

2.21 Provisions

Provisions are recognized when the group has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated. Provisions are not
recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined
by considering the class of obligations as a whole. A provision is recognized even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of management’s best estimate of the expenditures expected required to settle
the present obligation at the end of the reporting period. The discount rate used to determine the present value is a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the liability. The increase in the provisions
due to passage of time is recognized as interest expense.
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2.22 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the goods or services in the ordinary
course of the Group’s activities. Revenue is shown, net of discounts and after eliminating sales between group companies. The Group
recognizes revenue when it transfers control of the goods or services to a customer.

(a)  Revenue from rendering clear aligner treatment solutions

The Group’s clear aligner treatment solutions typically comprise deliverables including treatment planning service and
clear aligners which were transferred to public hospitals and private dental clinics, the Group’s customers, by batches. The
above deliverables as a whole in each solution service contract represent one performance obligation to the Group’s
customers. Since the Group’s clear aligners treatment solutions do not create an asset with an alternative use to the Group and
the Group has an enforceable right to payment for performance completed to date, revenue in respect of clear aligner treatment
solutions is recognized over time during the period of the contract by reference to the progress towards complete satisfaction
of respective performance obligations. The progress towards complete satisfaction of the performance obligation is measured
by reference to the value of deliverables transferred to the customer to date relative to the remaining deliverables promised
under each contract, which best depicts the Group’s performance in satisfying the performance obligation.

If a customer pays consideration or the Group has a right to an amount of consideration that is unconditional, before
the Group transfers goods or services to the customer, the Group presents the contract as a contract liability when the payment
is received or a receivable is recorded (whichever is earlier). A contract liability is the Group’s obligation to transfer goods
or services to a customer for which the Group has received consideration (or an amount of consideration is due) from the
customer.

A receivable is recorded when the Group has an unconditional right to consideration. A right to consideration is
unconditional if only the passage of time is required before payment of that consideration is due.

In addition to direct sales, the Group’s clear aligner treatment solutions are also distributed to public hospitals and
private dental clinics through third-party distributors. These distributors possess the requisite business licenses and permits
to sell medical devices in Mainland China and have established relationships with public hospitals and private dental clinics
within their regions, therefore they are treated as the vendors of public hospitals and private dental clinics. The Group
recognized its revenue from rendering clear aligner treatment solutions based on the wholesale prices as agreed with
distributors.

(b)  Revenue from rendering other services

The Group’s revenue from rendering other dental related services mainly represents revenue from dental clinic
services. Revenue from dental clinic services to patient is recognized over time in the accounting period in which the related
services have been rendered. The patient normally receives out-patient treatment which contains various treatment
components. Dental clinic services include (i) rendering of orthodontic and cosmetic dentistry services and (ii) rendering of
other dental services. The Group allocates the transaction price to each performance obligation on relative stand-alone selling
price basis.

Revenue from rendering of orthodontic and cosmetic dentistry services is recognized over time as the customer
simultaneously receives and consumes the benefits provided by the Group’s performance as the Group performs the services.
The progress towards complete satisfaction of the service on the basis of the staff costs and cost of inventories, consumables
and customised products expended relative to the total expected costs to complete the service.

Revenue from rendering other dental services is recognized when the services have been rendered. Such dental services
are generally completed within a very short period of time and the Group recognized revenue when the Group has satisfied
its performance obligation and the collection of the consideration is probable.

2.23 Interest income
Interest income from financial assets at FVPL is included in the net fair value gains/(losses) on these assets. Interest income
on financial assets at amortized cost and financial assets at FVOCI calculated using the effective interest method is recognized in

profit or loss as part of other income.

Interest income is presented as finance income where it is earned from financial assets that are held for cash management
purposes. Any other interest income is included in other income.

Interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial asset except
for financial assets that subsequently become credit-impaired. For credit-impaired financial assets the effective interest rate is applied
to the net carrying amount of the financial asset (after deduction of the loss allowance).

2.24 Leases
The Group leases various properties for operation. Rental contracts are typically made for fixed periods of 1 to 5 years. Lease

terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease agreements do not
impose any covenants.
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Leases are recognized as right-of-use asset and a corresponding liability at the date at which the leased asset is available for
use by the Group. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or
loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.
The right-of-use asset is depreciated over the shorter of the asset’s useful life and the lease term on a straight-line basis.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net
present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable,

. variable lease payment that are based on an index or a rate,

. amounts expected to be payable by the lessee under residual value guarantees,

. the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

. payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined, which is
generally the case for leases in the Group, the lessee’s incremental borrowing rate is used, being the rate that the individual lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar economic
environment with similar terms, security and conditions.

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to reflect
changes in financing conditions since third party financing was received,

. uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held by the Group,
which does not have recent third party financing, and

. makes adjustments specific to the lease, e.g. term, country, currency and security.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability,

. any lease payments made at or before the commencement date less any lease incentives received,
. any initial direct costs, and

. restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset’s useful life and the lease term on a straight-line
basis. If the Group is reasonably certain to exercise a purchase option, the right-of-use asset is depreciated over the underlying asset’s
useful life.

Payments associated with short-term leases and all leases of low-value assets are recognized on a straight-line basis as an
expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less.

2.25 Dividend distribution

Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of
the entity, on or before the end of the reporting period but not distributed at the end of the reporting period.
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3 FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The Group’s overall
risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on
the Group’s financial performance.

Risk management is carried out by the senior management of the Group.
(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk arises when future commercial transactions or recognized assets and liabilities are
denominated in a currency that is not the Group entities’ functional currency. The Group’s businesses are principally
conducted in RMB. The majority of assets is denominated in RMB. The majority of non-RMB assets and liabilities are
bank deposits, trade payables and other payables denominated in USD. The Group is subject to foreign exchange risk
arising from future commercial transactions and recognized assets and liabilities which are denominated in non-RMB
and net investment in foreign operations.

The Group manages its foreign exchange risk by closely monitoring the movement of the foreign currency rates.
Cash repatriation from the PRC are subject to the rules and regulations of foreign exchange control promulgated by

the PRC government. The Group did not have other significant exposure to foreign exchange risk.

The carrying amount of the Group’s foreign currency denominated monetary assets and monetary liabilities at
the respective dates of statement of financial position are as follows:

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Assets
USD . . . . 25,292 58,636 60,226
Liabilities
USD . . . . 6,992 4,091 3,485
Others . . . . ... ... . ... ... .. ..., - 143 -
6,992 4,234 3,485

As at December 31, 2018 and 2019 and September 30, 2020, if USD had strengthened/weakened by 5% against
RMB with all other variables held constant, the pre-tax profit would have been approximately RMB915,000,
RMB2,727,000 and RMB2,837,000 higher/lower for the years ended December 31, 2018 and 2019 and the nine months
ended September 30, 2020, respectively.

(ii) Cash flow and fair value interest rate risk

The Group’s income and operating cash flows are substantially independent of changes in market interest rates
and the Group has no significant interest-bearing assets except for cash and cash equivalents, financial assets at fair
value through profit or loss and other receivables, details of which have been disclosed in Note 17, Note 19 and Note
16, respectively. The directors of the Company do not anticipate there is any significant impact to interest-bearing
assets resulted from the changes in interest rates, because the interest rates of interest-bearing assets are not expected
to change significantly.

The Group’s exposure to changes in interest rates is also attributable to its amounts due to related parties carried
at fixed rates, details of which have been disclosed in Note 35. Amounts due to related parties carried at fixed rates
expose the Group to fair value interest-rate risk.

The Group closely monitors trend of interest rate and its impact on the Group’s interest rate risk exposure. The
Group currently has not used any interest rate swap arrangements.

(b) Credit risk
The Group is exposed to credit risk in relation to its trade and other receivables, amounts due from related parties,
financial assets at fair value through profit or loss and cash deposits at banks. The carrying amounts of each class of the above

financial assets represents the Group’s maximum exposure to credit risk in relation to the corresponding class of financial
assets.
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The Group expects that there is no significant credit risk associated with financial assets at fair value through profit
or loss and cash deposits at banks since they are substantially deposited at state-owned banks and other medium or large size
listed banks. Management does not expect that there will be any significant losses from non-performance by these
counterparties.

The Group’s trade receivables are mainly from providing clear aligner treatment solutions to hospitals, clinics and
distributors. The Group implemented policies to ensure that sales are made to customers with an appropriate financial strength
and appropriate percentage of down payments. The Group also has other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews regularly the recoverable amount of each individual
trade receivables to ensure that adequate impairment losses are made for irrecoverable amounts. The Group has no significant
concentrations of credit risk, with exposure spread over a large number of counterparties and customers, without any single
customer contributing material revenue.

For other financial assets at amortized cost, management makes periodic collective assessments as well as individual
assessment on the recoverability of such receivables based on historical settlement records and past experience.

The Group considers the probability of default upon initial recognition of asset and whether there has been a significant
increase in credit risk on an ongoing basis throughout each reporting period. To assess whether there is a significant increase
in credit risk the Group compares the risk of a default occurring on the asset as at the reporting date with the risk of default
as at the date of initial recognition. It considers available reasonable and supportive forwarding-looking information.
Especially the following indicators are incorporated:

. internal credit rating
. external credit rating
. actual or expected significant adverse changes in business, financial or economic conditions that are expected

to cause a significant change to the debtor’s ability to meet its obligations

. actual or expected significant changes in the operating results of the debtor
. significant increases in credit risk on other financial instruments of the same debtor
. significant changes in the expected performance and behavior of the debtor, including changes in the payment

status of debtors in the Group and changes in the operating results of the debtor

The Group uses four categories for those receivables which reflect their credit risk and how the loss provision is
determined for each of those categories. These internal credit risk ratings are aligned to external credit ratings.

A summary of the assumptions underpinning the Group’s expected credit loss model is as follows:

Category Group definition of category Basis for recognition of expected credit loss provision
Performing Customers have a low risk of default and a 12 months expected losses. Where the
strong capacity to meet contractual cash expected lifetime of an asset is less than 12
flows months, expected losses are measured at its
expected lifetime
Underperforming Receivables for which there is a significant  Lifetime expected losses

increase in credit risk; as significant increase

in credit risk is presumed if interest and/or

principal repayments are 30 days past due

Lifetime expected losses

Non-performing Interest and/or principal repayments are more

than 90 days past due
Write-off Interest and/or principal repayments are more  Asset is written off
than 3 years past due and there is no

reasonable expectation of recovery

The Group accounts for its credit risk by appropriately providing for expected credit losses on a timely basis. In
calculating the expected credit loss rates, the Group considers historical loss rates for each category of receivables and adjusts
for forward looking macroeconomic data.
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(i) Trade receivables

The Group applies the simplified approach to providing for expected credit losses prescribed by IFRS 9, which
permits the use of the lifetime expected loss provision for all trade receivables. To measure the expected credit losses,
trade receivables have been grouped based on shared credit risk characteristics and the days past due.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before December
31, 2018 and 2019 and September 30, 2020 respectively and the corresponding historical credit losses experienced
within these periods. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

The loss allowance provision as at December 31, 2018 and 2019 and September 30, 2020 is determined as
follows, the expected credit losses below also incorporate forward looking information.

Within 61 to 181 to 1 to 2to Over
60 days 180 days 360 days 2 years 3 years 3 years Total

Trade receivables
At December 31, 2018
Expected loss rate . . . - 1.51% 2.22% 11.39% 58.50% 100.00%
Gross carrying amount

(RMB’000) . .. .. 14,719 17,066 36,678 5,136 4,205 1,578 79,382
Loss allowance

provision

(RMB’000) . . ... - (257) (816) (585) (2,460) (1,578) (5,696)
At December 31, 2019
Expected loss rate . . . - 1.50% 3.67% 11.07% 55.87% 100.00%
Gross carrying amount

(RMB’000) . . ... 23,562 19,887 9,946 13,001 2,710 4,586 73,692
Loss allowance

provision

(RMB’000) . . ... - (299) (365) (1,439) (1,514) (4,586) (8,203)
At September 30, 2020
Expected loss rate . . . - 1.50% 9.16% 9.66% 52.75% 100.00%
Gross carrying amount

(RMB’000) . . ... 55,682 21,140 11,511 17,965 8,974 6,834 122,106
Loss allowance

provision

(RMB’000) . . ... - (318) (1,054) (1,735) (4,734) (6,834)  (14,675)

The loss allowance provision for trade receivables as at December 31, 2018, 2019 and September 30, 2019 and
2020 reconciles to the opening loss allowance for that provision as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
At the beginning of the

year/period . . . . ... ... .. 2,460 5,696 5,696 8,203
Provision for loss allowance

recognized in profit or loss . . 3,236 2,507 4,079 6,472
At the end of the year/period. . . 5,696 8,203 9,775 14,675

(ii) Other financial assets at amortized cost

Other financial assets at amortized cost mainly include amounts due from related parties and other receivables
which mainly include deposits receivables and loans to third parties.

As at December 31, 2018 and 2019 and September 30, 2019 and 2020, the internal credit rating of such
receivables was performing. The Group has assessed that there is no significant increase of credit risk for other
receivables. Thus, the Group used the 12 months expected credit losses model to assess credit loss of other receivables.
The directors believe that there is no material credit risk inherent in the Group’s outstanding balance of amounts due
from related parties and no loss allowances were recognized.
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The loss allowance provision for other receivables (excluding prepayments) as at December 31, 2018 and 2019
and September 30, 2019 and 2020 reconciles to the opening loss allowance for that provision as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
At the beginning of the

year/period . . . . ... ... .. 183 110 110 78
Provision for loss allowance

recognized in profit or loss . . 448 5 42 6
Receivables written off as

uncollectable . . . . . ... ... (521) - - -
Disposal of a subsidiary . . . .. - (37) (37) -
At the end of the year/period. . . 110 78 115 84

During the Track Record Period, the provision for loss allowances were recognized in profit or loss in “net
impairment losses on financial assets” in relation to the impaired trade and other receivables.

(c) Liquidity risk

To manage the liquidity risk, management monitors rolling forecasts of the Group’s liquidity reserve (comprising
undrawn banking facilities) and cash and cash equivalents on the basis of expected cash flow. The Group expects to fund the
future cash flow needs through internally generated cash flows from operations.

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position dates to the contractual maturity date. The amounts disclosed in the table are the
contractual undiscounted cash flows.

Less than Between 1 and Between 2 and Over
1 year 2 years 5 years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

As at December 31, 2018
Lease liabilities . . . ... .. 8,756 5,305 4,073 - 18,134
Amounts due to related

parties . ... ... ... .. 1,794 19 57 4,490 6,360
Trade and other payables

excluding non-financial

liabilities . . . . . ... ... 57,815 - - - 57,815
Total . . ... ......... 68,365 5,324 4,130 4,490 82,309
As at December 31, 2019
Lease liabilities . .. ... .. 10,627 8,745 5,321 - 24,693
Amounts due to related

parties . . . ... ... ... 1,895 19 57 4,472 6,443
Trade and other payables

excluding non-financial

liabilities . . . . .. ... .. 108,110 - - - 108,110
Total . ... ... ....... 120,632 8,764 5,378 4,472 139,246
As at September 30, 2020
Lease liabilities . . . . .. .. 10,039 6,468 714 - 17,221
Amounts due to related

parties . . .. ... ... .. 1,804 19 57 4,476 6,356
Trade and other payables

excluding non-financial

liabilities . . . . . ... ... 103,477 - - - 103,477
Total . .. ........... 115,320 6,487 771 4,476 127,054

3.2  Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost
of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, issue
new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated

as net debt divided by total capital. Net debt is calculated as total debt less cash and cash equivalents. Total capital is calculated as
‘equity’ as shown in the combined statements of financial position.
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As at December 31, 2018 and 2019 and September 30, 2020, the Group maintained at net cash position.

3.3  Fair value estimation

The Group made judgements and estimates in determining the fair values of the financial instruments that are recognized and
measured at fair value in the financial statements. To provide an indication about the reliability of the inputs used in determining
fair value, the Group has classified its financial instruments into the three levels prescribed under the accounting standards.

The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as at the end of the reporting
period. There were no transfers between levels 1, 2 and 3 during the years ended December 31, 2018 and 2019 and the nine months
ended September 30, 2020.

Level 1: The fair value of financial instruments traded in active markets is based on quoted market prices at the end of the
reporting period. The quoted market price used for financial assets held by the group is the current bid price. These instruments are
included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques which maximise the use of observable market data and rely as little as possible on entity-specific estimates. If all
significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level

Specific valuation techniques used to value financial instruments include:

Quoted market prices or dealer quotes for similar instruments; and

. Discounted cash flow model and unobservable inputs mainly including assumptions of expected future cash flows and
expected rate of return.

As at December 31, 2018 and 2019 and September 30, 2020, the Group had no level 1 and level 2 financial instruments, and
had only level 3 instruments which represented the financial assets at fair value through profit or loss (Note 19).

(a) Financial instruments in level 3

The following table presents the changes in level 3 instruments during the Track Record Period, respectively.

Wealth management products with variable return

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Balance at beginning of the year/period . . ... ... 43,000 - -
Additions . . . ... 350,000 588,000 1,080,000
Realized fair value gains recognized in profit or loss . 2,322 2,512 3,174
Disposals . . . . ... ... ... ... (395,322) (590,512) (812,416)
Balance at end of the year/period . . . ... ... ... - - 270,758

The unobservable inputs are expected return rate and discounted rate. The higher the expected return rate, the higher
the fair value; the higher the discounted rate, the lower the fair value. For the years ended December 31, 2018 and 2019 and
the nine months ended September 30, 2020, the expected annual return rate of the investments in wealth management products
with range from 2.30% to 4.50%. As at September 30, 2020, if the expected annual return rate had been 50 basis points
higher/lower with all other variables were held constant, the fair value of the investment in wealth management products
would have been approximately RMB809,000 higher/lower, respectively. The impact from discounted rate is immaterial due
to the reason that the maturity is short.

The carrying amounts of the Group’s financial assets and liabilities, including cash and cash equivalents, amounts due
from related parties, trade and other receivables (excluding prepayments) less allowance for impairment, trade and other
payables (excluding non-financial liabilities) and amounts due to related parties approximated their fair values due to their
short maturities.
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4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment
to the carrying amount of assets and liabilities within the next financial year are discussed below.

(a) Revenue recognition

Revenue from rendering clear aligner treatment solutions is recognized over time when the Group’s performance does not
create an asset with an alternative use to the Group and the Group has an enforceable right to payment for performance completed
up to date. The Group cannot change or substitute the deliverables in each solution contract or redirect the deliverables in each
solution contract for another use as the deliverables in each solution contract are designed and custom-made for each specific patient
based on his or her own orthodontic needs and teeth position and thus the deliverables in each solution contract do not have an
alternative use to the Group. However, whether there is an enforceable right to payment depends on the terms of sales contract and
the interpretation of the applicable laws that apply to the contract. Such determination requires significant judgements. In assessing
whether the Group has an enforceable right to payment for its revenue contracts, the Group has obtained legal counsel’s opinion
regarding the enforceability of the right to payment, including an assessment on the contractual terms as well as any legislation that
could supplement or override those contractual terms, and conducted an evaluation of any existence of circumstances that could
restrict the Group to enforce its right to payment for specific performance. Management uses judgements, based on legal counsel’s
opinion, to classify whether sales contracts into those with right to payment. Management will reassess their judgements on a regular
basis to identify and evaluate the existence of any circumstances that could affect the Group’s enforceable right to payment and the
implication of accounting for solution contracts.

The Group recognizes revenue from rendering clear aligner treatment solutions over time by reference to the progress towards
complete satisfaction of the performance obligation at the reporting date. The progress towards complete satisfaction of the
performance obligation is measured by reference to the value of deliverables transferred to the customer to date relative to the
remaining deliverables promised under each contract. Significant judgements and estimations are required in determining the
accuracy of progress towards complete satisfaction of the performance obligation of each contract at the reporting date, including
value of deliverables transferred to the customer and remaining number of deliverables promised in each contract. Changing in value
estimates in future periods can have effect on the Group’s revenue recognized. In making the estimation of value transferred to the
customer, the Group relies on generally accepted prices negotiated with its customers; while the Group estimates the remaining
number of deliverables which are expected to be transferred for each solution case based upon its historical experience and actual.

(b) Impairment of non-financial assets

The Group tests annually whether goodwill has suffered any impairment. Other non-financial assets are reviewed for
impairment whenever events or changes in circumstances indicated that the carrying amount may not be recoverable. The recoverable
amounts of CGUs have been determined based on value-in-use calculations or fair value less costs to sell. These calculations require
the use of judgements and estimates.

Judgement is required to determine key assumptions adopted in the valuation models for impairment review purpose.
Changing the assumptions selected by management in assessing impairment could materially affect the result of the impairment test
and as a result affect the Group’s financial condition and results of operations. If there is a significant adverse change in the key
assumptions applied, it may be necessary to take additional impairment charge to the combined statements of comprehensive income.

(c) Useful lives of property, plant and equipment

The Group’s management determines the estimated useful lives of its property, plant and equipment and consequently the
related depreciation charges. This estimate is based on the historical experience of the actual useful lives of property, plant and
equipment of similar nature and functions. It could change significantly as a result of technical innovations and competitor actions
in response to severe industry cycles. Management will increase the depreciation charge where useful lives are less than previously
estimated lives, or it will write off or write down technically obsolete or non-strategic assets that have been abandoned or sold.

(d)  Expected credit loss for trade and other receivables

The loss allowances for receivables based on assumptions about risk of default and expected loss rates. The Group used
judgement in making these assumptions and selecting the inputs to the impairment calculation, based on the Group’s past history,
existing market conditions as well as forward looking estimates at the end of each reporting period. Details of the key assumptions
and inputs used are disclosed in the tables in Note 3.1(b).

(e) Current tax and deferred tax

The Group is subject to income taxes in the PRC and other jurisdictions. Significant judgement is required in determining the
provision for income taxes. There are some transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. The Group recognizes liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the income tax and provisions in the period in which such determination is made.

For temporary differences which give rise to deferred tax assets, the Group assesses the likelihood that the deferred income
tax assets may be recovered. Deferred tax assets are recognized based on the Group’s estimates and assumptions that they will be
recovered from taxable income arising from continuing operations in the foreseeable future.
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5 REVENUE AND SEGMENT INFORMATION

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Revenue from external customers is derived
from the rendering of:

— Clear aligner treatment solutions . . . . . .. 464,949 628,059 472,174 588,901
— Other services . . . . . . . ... ... ..... 23,534 17,839 13,236 12,427
Total revenue . . . . . . . ... ... ... ..., 488,483 645,898 485,410 601,328

The CODM identifies operating segments based on the internal organization structure, management requirements and internal
reporting system, and discloses segment information of reportable segments which is determined on the basis of operating segments.
An operating segment is a component of the Group that satisfies all of the following conditions: (1) the component is able to earn
revenues and incur expenses from its ordinary activities; (2) whose operating results are regularly reviewed by the Group’s
management to make decisions about resources to be allocated to the segment and to assess its performance, and (3) for which the
information on financial position, operating results and cash flows is available to the Group. If two or more operating segments have
similar economic characteristics and satisfy certain conditions, they are aggregated into one single operating segment.

As aresult of this evaluation, the CODM consider that the Group’s operations are operated and managed as a single operating
segment; accordingly no segment information is presented.

Geographical information

The Company is domiciled in the Cayman Islands while most of the Group’s revenue and operating profit were generated in
Mainland China, and the Group’s identifiable assets and liabilities were substantially located in Mainland China, no geographical
information is presented in accordance with IFRS 8 “Operating Segments”.

Information about major customers

Since none of the Group’s provision of services to a single customer amounting to 10% or more of the Group’s total revenue
for the Track Record Period, no major customer information is presented in accordance with IFRS 8 “Operating Segments”.

(a) Unsatisfied long-term contracts

The following table shows unsatisfied performance obligations resulting from fixed-price long-term contracts:

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Within 1 year. . . .. ... ... . . 152,799 283,030 348,716
Over 1 year. . . .. ... ... ... ... 109,504 120,835 88,922
262,303 403,865 437,638

Management expects that unsatisfied performance obligations of approximately RMB348,716,000 as at September 30,
2020 will be recognized as revenue within 1 year. The remaining unsatisfied performance obligations of approximately
RMB&88,922,000 will be recognized in 1 to 3 years.

All other contracts are for periods of one year or less. As permitted under IFRS 15, the transaction price allocated to
these unsatisfied contracts is not disclosed.
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6 OTHER INCOME, OTHER EXPENSES AND OTHER GAINS - NET

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Other income

Government grants. . . . . . . . . .. ... ... 4,608 8,804 6,822 13,616

Other expenses
Donations . . . . . . . ... ... ... .. ... . - (2,000) - (6,000)

Other gains — net
Realized fair value gain of wealth management

products . . .. ... 2,322 2,512 1,560 3,174
Net foreign exchange gains/(losses) . . . . . .. 429 161 520 (134)
Losses on disposals of intangible assets . . . . (44) - - -
(Losses)/gains on disposals of property, plant

and equipment . . . . . ... ... ... (728) (218) 329 (137)
Losses on disposal of a subsidiary

(Note 34). . ... ... ... .. ... - (81) (81) -
Gains on early termination of a lease

contracts . . . ... ... - 57 30 10
Others . . . ... ... ... ... ... ..... (46) 420 70 (56)

1,933 2,851 2,428 2,857

7 EXPENSES BY NATURE

Expenses included in cost of sales, selling and marketing expenses, administrative expenses and research and development
expenses are analyzed below:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Changes in inventories of finished goods and

working in progress . . . . . . ... ... ... (84) (2,750) (633) 2,019
Raw materials and consumables used . . . . . . 82,703 111,314 75,607 88,291
Employee benefit expenses (Note 8) . . .. .. 174,301 284,357 208,002 228,138
Advertising and promotion expenses . . . . . . 36,548 40,254 29,225 23,127
Depreciation and amortization . . . . . ... .. 20,251 28,373 19,949 23,944
Professional service fees . . . .. ... ... .. 19,458 18,158 12,222 9,458
Entertainment expenses . . . . . . .. ... ... 10,646 7,732 4,419 2,388
Delivery costs . . . . ... ... ... ... ... 8,255 15,189 11,068 12,830
Travelling expenses . . . . . . . ... ...... 7,249 9,058 5,969 2,795
Short-term lease and variable lease

EXPENSES . . . v e e e e 13,083 21,673 15,094 4,972
Outsourcing costs . . . . . ... ... ... ... 6,440 4,675 3,821 3,403
Taxes and surcharges . . . ... ... ...... 4,757 5,447 4,075 5,053
Office expenses . . . . . . ... ... ...... 2,715 3,955 2,248 1,692
Utility costs . . . . . ... .. . 1,426 2,614 1,712 2,067
Auditor’s remuneration . . . . .. ... ..... 584 660 125 80
Recruitment expenses . . . . . . ... .. .... 3,963 3,303 2,187 2,662
[REDACTED] expenses . . . .. ........ 10,510 664 443 664
Impairment provision of property, plant and

equipment . . . ... ... 3,344 - - -
Others . . . . . ... ... ... ... ... ..., 9,920 14,174 9,069 7,490

416,069 568,850 404,602 421,073
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8

EMPLOYEE BENEFIT EXPENSES (INCLUDING DIRECTORS’ EMOLUMENTS)

Salaries, wages and bonuses . . . . . ... ...
Share-based compensation expenses
(Note 22) . . . . . . . ... o
Pension costs — defined contribution plans
(Note (a)) . . . .. . . i
Other social security costs, housing benefits
and other employee benefits . . . . . . .. ..

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

124,469 175,456 128,752 154,541
23,438 61,677 45,419 47,201
8,741 13,696 9,837 3,680
17,653 33,528 23,994 22,716
174,301 284,357 208,002 228,138

(a) Employees in the Group’s PRC subsidiaries are required to participate in a defined contribution retirement scheme

administrated and operated by the local municipal government. The Group’s PRC subsidiaries contribute funds which
are calculated on certain percentage of the employee salary to the scheme to fund the retirement benefits of the

employees.

(b) Five highest paid individuals

For the years ended December 31, 2018 and 2019 and the nine months ended September 30, 2019 and 2020, the five
individuals whose emoluments were the highest in the Group included 2, 3, 2 and 2 directors, respectively, whose
emoluments are reflected in the analysis shown in Note 8(c), while the emoluments payable to the remaining 3, 2, 3
and 3 individuals, respectively, are as follows:

Salaries, wages and bonuses . . . . . ..
Pension costs — defined contribution
plans . . . ...
Other social security costs, housing
benefits and other employee
benefits . . . . ... ... ... L.
Share-based compensation expenses . . .

The five highest paid individuals fell within the following bands:

Emolument bands

HK$2,000,001-HK$2,500,000 . . . . ..
HK$2,500,001-HK$3,000,000 . . . . ..
HK$3,000,001-HK$3,500,000 . . . . ..
HK$3,500,001-HK$4,000,000 . . . . ..
HK$4,000,001-HK$4,500,000 . . . . ..

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

5,309 1,710 2,134 1,380
147 82 100 36
131 84 103 94

3,560 5,718 5,821 5,625

9,147 7,594 8,158 7,135

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
(Unaudited)
_ _ 1 _
1 - - 3
— _ 2 —
2 — — —
3 3 3
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©

Directors’ emoluments

The remuneration paid or payable to the directors of the Company (including emoluments for services as
employee/directors of the group entities prior to becoming the directors of the Company) during the years ended
December 31, 2018 and 2019, and the nine months ended September 30, 2019 and 2020 was as follows.

Other social
security costs,
Pension costs — housing benefits

Share-based defined and other
Salaries, wages compensation contribution employee
Name Fees and bonuses expenses plans benefits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31,
2018
Executive directors
Ms. LI Huamin. . . . . . .. - 1,774 5,209 48 47 7,078
Mr. CHEN Kai . . . ... .. - 1,687 4,044 48 47 5,826
Non-executive directors
Mr. FENG Dai . . . ... .. - - - - - -
Mr. HUANG Kun . . .. .. - 1,096 991 48 47 2,182
Mr. HU Jiezhang. . . . . .. - - - - - -
- 4,557 10,244 144 141 15,086

Other social
security costs,

Pension costs - housing benefits
Share-based defined and other
Salaries, wages compensation contribution employee
Name Fees and bonuses expenses plans benefits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended December 31,
2019
Executive directors
Ms. LI Huamin. . . . .. .. - 1,890 17,666 49 56 19,661
Mr. CHEN Kai . . . ... .. - 1,797 12,980 49 56 14,882
Non-executive directors
Mr. FENG Dai . . . ... .. - - - - - -
Mr. HUANG Kun . ... .. - 764 2,087 49 56 2,956
Mr. HU Jiezhang . . . . . .. - - - - - -
- 4,451 32,733 147 168 37,499

Other social
security costs,

Pension costs — housing benefits
Share-based defined and other
Salaries, wages compensation contribution employee
Name Fees and bonuses expenses plans benefits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Nine months ended
September 30, 2019
Executive directors
Ms. LI Huamin. . . . . . .. - 950 12,397 37 42 13,426
Mr. CHEN Kai . . . . .. .. - 903 9,196 37 42 10,178
Non-executive directors . .
Mr. FENG Dai . . . ... .. - - - - - -
Mr. HUANG Kun . . .. .. - 502 1,617 37 42 2,198
Mr. HU Jiezhang . . . . . .. - - - - - -
- 2,355 23,210 111 126 25,802
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Pension costs —

Other social
security costs,
housing benefits

Share-based defined and other
Salaries, wages compensation contribution employee
Name Fees and bonuses expenses plans benefits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Nine months ended
September 30, 2020
Executive directors
Ms. LI Huamin. . . . . . .. - 1,273 15,653 4 37 16,967
Mr. CHEN Kai . . . . .. .. - 1,213 11,196 4 37 12,450
Non-executive directors . .
Mr. FENG Dai . . . ... .. - - - - - -
Mr. HUANG Kun . ... .. - - 1,320 - - 1,320
Mr. HU Jiezhang. . . . . .. - - - - - -
- 2,486 28,169 8 74 30,737

(i)

(i)

(ii)

(iv)

)

(vi)

(vii)

Mr. FENG Dai was appointed as non-executive director of the Company and chairman of the Board of the
Company on November 29, 2018. Ms. LI Huamin and Mr. CHEN Kai were appointed as the executive directors
of the Company on November 29, 2018. Mr. HUANG Kun and Mr. HU Jiezhang were appointed as the
non-executive directors on November 29, 2018 and December 21, 2020, respectively. The remuneration shown
above represents remuneration received and receivable from the Group by these executive directors and
non-executive directors in their capacity as employees or/and directors of the companies now comprising the
Group.

No directors of the Company waived any emoluments and no emoluments were paid by the Group to any of the
directors of the Company as an inducement to join or upon joining the Group or as a compensation for loss of
office as director during the Track Record Period.

No retirement benefits were paid to or receivable by any directors in respect of their services in connection with
the management of the affairs of the Company or its subsidiary undertaking during the Track Record Period.

No payment was made to directors as compensation for the early termination of the appointment during the
Track Record Period.

No payment was made to the former employers of directors for making available the services of them as a
director of the Company during the Track Record Period.

Save as disclosed in Note 22 and Note 35, no loans, quasi-loans and other dealings in favour of directors, bodies
corporate controlled by and entities connected with such directors at the end of or at any time during the Track
Record Period.

Save as disclosed in Note 22 and Note 35, no significant transactions, arrangements and contracts in relation
to the Group’s business to which the Company was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of or at any time during the Track Record
Period.

FINANCE (COSTS)/INCOME - NET

Year ended December 31, Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Finance income:
Interest income on bank deposits . . . .. ... 1,060 1,791 1,174 2,981
Interest income derived from loans to third
parties . . ... ... 49 - - -
Interest income on financial bonds . . . . . . . 114 - - —
1,223 1,791 1,174 2,981
Finance costs:
Interest expense on leasing liabilities . . . . . . (780) (1,123) (765) (896)
Interest expense on amounts due to related
parties . . .. ... (574) (19) (14) (14)
Finance (costs)/income —net . . . . . ... .. (131) 649 395 2,071
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10 INCOME TAX EXPENSE

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Current income tax

— PRC corporate income tax . . . .. ... ... 15,536 18,043 17,414 30,778
— Hong Kong profits tax . . . ... ....... 373 1,759 1,012 1,499
15,909 19,802 18,426 32,277
Deferred income tax (Note 29). . . . . ... .. 682 (2,975) (2,520) (1,701)
16,591 16,827 15,906 30,576

The tax on the Group’s profit before income tax differs from the theoretical amount that would arise using the standard tax
rate applicable to profit to the respective companies of the Group as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Profit before income tax . . ... .. ...... 74,777 84,492 86,489 186,287

Tax calculated at respective statutory tax

TALES. . . . ... 21,363 20,518 21,331 46,019
Tax effects of:
— Preferential income tax rates applicable to

subsidiaries . . .. ... ... ... ...... (6,154) (7,656) (8,513) (18,401)
— Income not subject to tax . . . ... ..... - 20 20 -
— Utilization of unrecognized tax losses . . . . (15) 2) - -
— Expenses not deductible for taxation

PUIPOSES . . v v v v o 6,682 11,807 8,204 8,548
— Tax losses not recognized for deferred

income tax . . ... ... 747 - 4 5
— Super deduction for research and

development expenditure . . . . .. ... ... (6,123) (7,826) (5,213) (5,725)
— Share of results of investments accounted for

using the equity method . . . . ... ... .. 91 (34) 73 130

16,591 16,827 15,906 30,576

(a) Cayman Islands income tax

Under the prevailing laws of the Cayman Islands, the Company is not subject to tax on income or capital gains. In addition,
no Cayman Islands withholding tax is payable on dividend payments by the Company to its shareholders.

(b) PRC corporate income tax (“CIT”)

CIT provision was made on the estimated assessable profits of entities within the Group incorporated in the PRC and was
calculated in accordance with the relevant regulations of the PRC after considering the available tax benefits from refunds and
allowance. The general PRC CIT rate is 25% during the Track Record Period.

The Company’s subsidiary, Wuxi EA, was approved as High and New Technology Enterprise (“HNTE”) under the relevant
tax rules and regulations of the PRC in 2014 and it has renewed the qualification of HNTE in 2017 and 2020, and accordingly, is
subject to a reduced preferential CIT rate of 15% during the Track Record Period.

The Company’s subsidiary, Shanghai EA, was approved as HNTE under the relevant tax rules and regulations of the PRC in
2019, and accordingly, is subject to a reduced preferential CIT rate of 15% for the years ended December 31, 2019 and the nine
months ended September 30, 2020.

According to the CIT laws and Detailed Implementation Rules, an enterprise is allowed to claim an additional deduction of
50% of research and development expenses incurred for the development of new technologies, new products and new craftsmanship
from 2008 onwards. From 2018 to 2020, according to Caishui [2018] No. 99 (F4Hi[2018]99%F), an extra 75% of the actual amount
of research and development expenses can be deducted before tax.

(c) Hong Kong profit tax

The Hong Kong profits tax rate of the subsidiary of the Group incorporated in Hong Kong is 16.5%.
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(d) Other overseas income tax

The Germany company income tax rate of the subsidiary of the Group incorporated in Germany is 15%. The United States
corporate income tax rate of the subsidiary of the Group incorporated in United States is 21%. No provision for Germany company
income tax and United States company income tax was made as the Group did not have any assessable income subject to Germany
company income tax and United States company income tax during the Track Record Period.

11 EARNINGS PER SHARE

No earnings per share information is presented as its inclusion for the purpose of this report, is not considered meaningful
due to the reorganization and the preparation of the results for each of the years ended December 31, 2018 and 2019 and the nine
months ended September 30, 2019 and 2020, as disclosed in Note 1.2 above.

12 PROPERTY, PLANT AND EQUIPMENT

Furniture,
Plant and Transportation fixtures and Leasehold
Buildi hinery quip t equipment improvements CIp Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At January 1, 2018
Cost . . . . ... ... 1,903 29,967 1,102 1,184 11,432 5,206 50,794
Accumulated depreciation . . . . (23) (14,765) (801) (521) (3,463) - (19,573)
Accumulated impairment . . . . - (1,357) - - - - (1,357)
Net book amount . . . . . . . .. 1,880 13,845 301 663 7,969 5,206 29,864
Year ended December 31,

2018
Opening net book amount. . . . 1,880 13,845 301 663 7,969 5,206 29,864
Additions . . .. ... ... L. - 19,152 1,197 1,427 6,442 11,561 39,779
Transfers . . .. .. .. ..... - 7,870 - - 2,862 (10,732) -
Disposals . . .. ... ... ... - (1,621) 32) 5) - - (1,658)
Depreciation . . .. .. .. ... (90) (5,605) (260) (278) (3,362) - (9,595)
Impairment . . . ... ... ... - (3,344) - - - - (3,344)
Closing net book amount . . . . 1,790 30,297 1,206 1,807 13,911 6,035 55,046
At December 31, 2018
Cost . . . . ... ... 1,903 50,442 1,666 2,502 20,736 6,035 83,284
Accumulated depreciation . . . . (113) (15,917) (460) (695) (6,825) - (24,010)
Accumulated impairment . . . . - (4,228) - - - - (4,228)
Closing net book amount . . . . 1,790 30,297 1,206 1,807 13,911 6,035 55,046
Year ended December 31,

2019
Opening net book amount. . . . 1,790 30,297 1,206 1,807 13,911 6,035 55,046
Additions . . .. ... ... 4,735 19,002 - 3,480 1,568 15,778 44,563
Transfers . . ... ... ..... - 6,050 - - 14,820 (20,870) -
Disposal of a subsidiary . . . . . - (263) - - (224) - (487)
Other disposals . . . . ... ... - (1,231) - (151) - - (1,382)
Depreciation . . ... ... ... (267) (6,560) (247) (789) (5,539) - (13,402)
Closing net book amount . . . . 6,258 47,295 959 4,347 24,536 943 84,338
At December 31, 2019
Cost . . . . ... 6,638 72,984 1,666 5,467 36,881 943 124,579
Accumulated depreciation . . . . (380) (21,639) (707) (1,120) (12,345) - (36,191)
Accumulated impairment . . . . - (4,050) - - - - (4,050)
Closing net book amount . . . . 6,258 47,295 959 4,347 24,536 943 84,338
Nine months ended

September 30, 2020
Opening net book amount. . . . 6,258 47,295 959 4,347 24,536 943 84,338
Additions . . .. ... ... ... - 8,666 - 1,004 1,864 5,654 17,188
Disposals . . . ... .. ... .. - (324) - ) - - (326)
Depreciation . . ... ... ... (228) (6,316) (198) (860) (5,138) - (12,740)
Closing net book amount . . . . 6,030 49,321 761 4,489 21,262 6,597 88,460
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Furniture,
Plant and Transportation fixtures and Leasehold

Buildi hinery i equipment improvements Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at September 30, 2020
Cost . .. . ... ... 6,638 72,989 1,666 6,469 38,764 133,123
Accumulated depreciation . . . . (608) (22,772) (905) (1,980) (17,502) (43,767)
Accumulated impairment . . . . - (896) - - - (896)
Closing net book amount . . . . 6,030 49,321 761 4,489 21,262 88,460

13

Depreciation expenses were charged to the following categories in the combined statements of comprehensive income:

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Costofsales . . . ... ... ... ....... 4,565 6,544 4,255 7,358
Selling and marketing expenses . . . . .. . .. 65 864 808 247
Administrative expenses . . . . . .. ... ... 4,016 4,682 3,302 4,033
Research and development expenses . . . . . . 949 1,312 844 1,102
9,595 13,402 9,209 12,740

During the year ended December 31, 2018, the impairment losses for property, plant and equipment of certain 3D printers
amounting to approximately RMB3,344,000 have been recognized in the combined statements of comprehensive income. The
recoverable amounts of these assets in aggregate are RMB239,000 based on their fair values less costs of disposal. Factors leading
to the impairment mainly include the Group’s plan to retire or obsolete gradually of these devices according to the further mandatory
replacement pursuant to an agreement entered into with a 3D printing solution supplier following the change in technology.

RIGHT-OF-USE ASSETS

At January 1, 2018
Cost . . . .
Accumulated depreciation . . . . ... ...

Net book amount. . . . . . ... ... ... ... ... ....

Year ended December 31, 2018

Opening net book amount . . . ... ... ...........
Additions . . . ...
Depreciation . . . . . .. ... ..

Closing net book amount . . . . . . ... ... ... ......
At December 31, 2018

Cost . . . .
Accumulated depreciation . . . . ... ... ...

Net book amount. . . . . ... ... ... ... L.
Year ended December 31, 2019

Opening net book amount . . . ... ... ...........
Additions . . ...
Early termination of lease contracts . . . . .. ... ... ...

Disposal of a subsidiary . . . ... ... ... .........
Depreciation . . . . . ...

Closing net book amount . . . . . . ... ... .........

At December 31, 2019
COSt . . o o
Accumulated depreciation . . .. ... ... L

Net book amount. . . . . . ... ... ... ... ...

~1-41 -

Office premises Land use rights Total
RMB’000 RMB’000 RMB’000
15,635 - 15,635
(6,768) - (6,768)
8,867 - 8,867
8,867 - 8,867
15,903 - 15,903
(8,338) - (8,338)
16,432 - 16,432
25,327 - 25,327
(8,895) - (8,895)
16,432 - 16,432
16,432 - 16,432
17,506 59,413 76,919
(1,522) - (1,522)
(667) - (667)
(9,373) (994) (10,367)
22,376 58,419 80,795
38,781 59,413 98,194
(16,405) (994) (17,399)
22,376 58,419 80,795
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Office premises Land use rights Total
RMB’000 RMB’000 RMB’000
Nine months ended September 30, 2020
Opening net book amount . . . . . ... ... ......... 22,376 58,419 80,795
Additions . . .. ... 1,194 - 1,194
Early termination of lease contracts . . . . . .. ... ... .. (565) - (565)
Depreciation . . . . . .. ... (7,4006) (891) (8,297)
Closing net book amount . . . . . . ... ... ......... 15,599 57,528 73,127
At September 30, 2020
COSt . o o o 27,518 59,413 86,931
Accumulated depreciation . . . .. .. ... L. (11,919) (1,885) (13,804)
Net book amount. . . . . . . . .. ... .. ... .. ...... 15,599 57,528 73,127
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Depreciation expenses were charged to the following categories in the combined statements of comprehensive income:

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Costofsales . . . .... ... ... ....... 3,605 4,493 3,374 3,307
Selling and marketing expenses . . . . .. ... 782 858 674 593
Administrative expenses . . . . . .. ... ... 3,608 4,173 2,638 3,615
Research and development expenses . . . . . . 343 843 605 782

8,338 10,367 7,291 8,297
INTANGIBLE ASSETS

Goodwill Software Patents Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At January 1, 2018
Cost . . ... . 320 8,005 1,570 - 9,895
Accumulated amortization . . . . . . - (3,477) (1,004) - (4,481)
Net book amount. . . . . ... .. .. 320 4,528 566 - 5,414
Year ended December 31, 2018
Opening net book amount . .. ... 320 4,528 566 - 5,414
Additions . . . ... ... - 6,966 - 3,674 10,640
Disposals . . . .. ... .. ... .. - (44) - - (44)
Amortization . . . ... ... ... .. - (1,674) (119) (525) (2,318)
Closing net book amount . . . . . .. 320 9,776 447 3,149 13,692
At December 31, 2018
Cost . . . oo 320 14,343 1,570 3,674 19,907
Accumulated amortization . . . . . . - (4,567) (1,123) (525) (6,215)
Net book amount. . . . .. ... ... 320 9,776 447 3,149 13,692
Year ended December 31, 2019
Opening net book amount . . . . .. 320 9,776 447 3,149 13,692
Additions . . . ... ... - 329 - 206 535
Disposal of a subsidiary . . ... .. (293) - - - (293)
Amortization . . . .. ... ... ... - (2,180) (177) (2,247) (4,604)
Closing net book amount . . . . . . . 27 7,925 270 1,108 9,330
At December 31, 2019
Cost . . . ... 27 14,672 1,570 3,880 20,149
Accumulated amortization . . . . . . - (6,747) (1,300) (2,772) (10,819)
Net book amount. . . . ... ... .. 27 7,925 270 1,108 9,330
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Goodwill Software Patents Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Nine months ended September 30,

2020

Opening net book amount . . . . .. 27 7,925 270 1,108 9,330

Additions . . . ... ... ... - 211 - - 211

Amortization . . . .. ... ... ... - (1,712) (87) (1,108) (2,907)

Closing net book amount . . . . . .. 27 6,424 183 - 6,634

At September 30, 2020

Cost . . .. ... 27 14,883 1,570 3,880 20,360

Accumulated amortization . . . . . . - (8,459) (1,387) (3,880) (13,726)

Net book amount. . . .. ... .. .. 27 6,424 183 - 6,634

15

Amortization expenses were charged to the following categories in the combined statements of comprehensive income:

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Costofsales . . ... ............... 1,201 905 675 688
Selling and marketing expenses . . . . ... .. 253 363 272 272
Administrative expenses . . . . . . ... .... 564 749 554 584
Research and development expenses . . . . . . 300 2,587 1,948 1,363
2,318 4,604 3,449 2,907
FINANCIAL INSTRUMENTS BY CATEGORY
As at December 31,
As at September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000
Financial assets
Financial assets at amortized cost
Cash and cash equivalents . . . . .. ... ... ....... 216,015 504,697 482,059
Amounts due from related parties. . . . . .. ... ... .. 27,712 30,235 31,223
Trade and other receivables excluding non-financial
ASSELS. . . . 80,930 70,631 112,949
324,657 605,563 626,231
Financial assets at fair value
Financial assets at fair value through profit or loss. . . . . - - 270,758
324,657 605,563 896,989
Financial liabilities
Liabilities at amortized cost
Trade and other payables excluding non-financial
liabilities. . . . . . . . . ... ... 57,815 108,110 103,477
Amounts due to related parties . . . ... ... ... .... 6,190 6,291 6,200
Lease liabilities . . . . . ... ... ... ... ........ 16,833 22,870 16,245
80,838 137,271 125,922
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16 TRADE AND OTHER RECEIVABLES
The Group

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Included in current assets
Trade receivables (Note a)
— Due from third parties . . . ... ... ... ... ... ... 79,031 73,611 121,849
— Due from related parties . . . . . ... ... ... ...... 351 81 257
79,382 73,692 122,106
Less: allowance for impairment of trade receivables . . . . . (5,696) (8,203) (14,675)
73,686 65,489 107,431
Other receivables (Note b)
— Deposits receivables. . . . . ... ... Lo 3,018 3,059 3,013
— Staff advances . . . . ... ... 759 208 118
— Deductible input value-added tax . . . ... ... ...... 4,468 3,579 4,341
— Consideration from disposals of interests in subsidiaries
without change of control . . . . ... ... ......... 969 969 969
—Others. . . . . . . ... 2,608 984 1,502
11,822 8,799 9,943
Less: allowance for impairment of other receivables . . . . . (110) (78) (84)
11,712 8,721 9,859
Prepayments for
—Taxes . . . . ... 7,120 9,605 2,063
—Suppliers . . . ... 11,402 10,276 19,739
— [REDACTED] expenses . . . . . . .. ... 3,503 3,725 3,946
22,025 23,606 25,748
107,423 97,816 143,038
Included in non-current assets
Prepayments for acquisition of a joint venture. . . . . .. .. 3,000 - -
Prepayments for property, plant and equipment . . . . .. .. 3,578 1,691 3,687
6,578 1,691 3,687

(a) Trade receivables mainly arise from rendering of clear aligner treatment solutions. The Group generally received
advances prior to the rendering of services or sales, while certain customers are mainly given a credit term of 30 to
60 days.

The following is an ageing analysis of trade receivables presented based on invoice date:

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Within 60 days . . . .. ... .. ... ... 14,719 23,562 55,682
61 to 180 days . . .. ... ... ... 17,066 19,887 21,140
181 to 365 days . . .. ... ... . ... 36,678 9,946 11,511
Tto2years. . . . o oo it 5,136 13,001 17,965
2003 YeAIS. « « . i 4,205 2,710 8,974
Over 3 years . . . . . .. oot 1,578 4,586 6,834
79,382 73,692 122,106

The Group applies the simplified approach to provide for expected credit losses prescribed by IFRS 9. Movements in
the provision for impairment of trade receivables during the Track Record Period are disclosed in Note 3.1(b).

The Group’s trade receivables were denominated in RMB.

(b) All other receivables were unsecured, interest-free and collectable on demand.
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17

The Company

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Prepayments for [REDACTED] expenses . . . ... ... .. 3,503 3,725 3,946

CASH AND CASH EQUIVALENTS

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Cash atbanks . . ... ... ... ... ... .......... 215,960 504,665 482,031
Cashonhand. . . ... ... ... ... ... ... .. ..... 55 32 28
Cash and cash equivalents . . . ... ... .. ......... 216,015 504,697 482,059

The conversion of RMB denominated balances into foreign currencies and the remittance of such foreign currencies out of

the PRC are subject to relevant rules and regulation of foreign exchange control promulgated by the PRC government.

18

19

(a) Cash and cash equivalents were denominated in the following currencies:

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
RMB. . . .. 190,266 445,550 421,357
USD . . . 25,726 59,082 60,660
Others . . . . . ... .. ... .. 23 65 42
216,015 504,697 482,059

INVENTORIES
As at December 31,
As at September 30,
2018 2019 2020

RMB’000 RMB’000 RMB’000
At cost:
Raw materials . . . . . ... ... ... ... ... . ...... 20,962 19,376 13,075
Work in progress. . . . . . ... 499 617 286
Finished goods . . . . . ... ... ... ... .. ... ... .. 202 2,834 1,146

21,663 22,827 14,507

The costs of inventories recognized in the combined statements of comprehensive income are disclosed in Note 7.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

As at D ber 31
s at December 7% As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000

Wealth management products

Balance at beginning of the year/period . . .. ... ... .. 43,000 - -
Additions . . ... 350,000 588,000 1,080,000
Realized fair value gain. . . . . .. ... ... .. ... ..., 2,436 2,512 3,174
Disposals . . . . ... ... (395,436) (590,512) (812,416)
Balance at end of the year/period . . . ... ... ... ... . - - 270,758

As at September 30, 2020, financial assets at fair value through profit or loss represented the investments in principal

protected wealth management products issued by banks in the PRC with expected annual investment return rate ranged from 2.42%
to 3.16%. The financial assets at fair value through profit or loss were all denominated in RMB.
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Joint ventures (Note a)

Associate (Note b) . . . . .. ..

(a)

Balance at beginning of the year/period

Investment in joint ventures

Addition. . . .. ... ... L.

Share of results of the joint ventures

Reclassification as amounts due to related parties . . . . . . .

At the end of the year/period. .

(b)

Balance at beginning of the year/period
Additions

Investment in an associate

Share of results of the associate

At the end of the year/period

(c)

INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
- 6,958 6,972
3,438 6,723 6,586
3,438 13,681 13,558
As at December 31,
As at September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000
- - 6,958
- 7,179 -
(301) (133) 103
301 (88) (89)
- 6,958 6,972
As at December 31,
As at September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000
- 3,438 6,723
3,500 3,500 -
(62) (215) (137)
3,438 6,723 6,586

Set out below are the associate and joint ventures of the Group as at December 31, 2018 and 2019 and September 30,
2020. The associate and joint ventures as listed below have share capital consisting solely of ordinary shares, which
are held directly by the Group. The country of incorporation or registration is also their principal place of business,
and the Group’s proportion of ownership interest is the same as the proportion of voting rights held by the Group. None
of the following associate and joint ventures is material to the Group. There were no contingent liabilities relating to
the Group’s interest in the joint ventures and associate as at December 31, 2018 and 2019 and September 30, 2020.

Percentage of ownership interest
attributable to the Group

As at

December 31,

As at
September 30,

Nature of

Name Place of incorporation 2018 2019 2020 relationship Principal activities

Guangzhou Yuelu Oral  Guangdong 30%  30% 30% Associate Dental clinics
Cgvi'ty Company Province,
Limited . . . . ... .. the PRC

Wuxi Beifurui Jiangsu Province, 50% 50% 50% Joint venture Provision of education
Education Consulting the PRC Consultancy and
Company Limited training services
(“Wuxi Beifurui”)

Guangzhou Shengshi Guangdong - 40% 40% Joint venture Dental clinics
Oral Outpatient Province,
Department Company the PRC
Limited . .. ... ..

Shanghai Junxiao Shanghai, N/A 70% 70% Joint venture Dental clinics
(Note 1.2(v), the PRC

Note 34) . . . .. ...
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21 COMBINED CAPITAL AND SHARES HELD FOR EMPLOYEE SHARE SCHEME
(a) Combined capital

As at January 1, 2018, combined capital amounting to RMB167,807,000 (equivalent to USD26,000,000) represented the
paid-in capital of Wuxi EA.

(b)  Shares held for employee share scheme

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Balance at beginning of the year/period . . .. ... ... .. 42,673 54,994 54,994
Additions . . ... 12,321 - -
Balance at the end of the year/period . . . . . ... ... ... 54,994 54,994 54,994

These shares in Wuxi EA are held by several limited liability partnerships for purpose of issuing shares under share incentive
schemes (Note 22(b)).

(c) Share capital of the Company

Number of ordinary Nominal value of
shares ordinary shares Share capital
USD RMB’000*
Authorised:
As at date of incorporation, December 31, 2018, 2019 and
September 30, 2020, USDO0.01 per share . . . . . . ... .. 5,000,000 50,000 -
Issued:
As at date of incorporation . . . . . .. ... - - -
Issuance of ordinary shares. . . . . ... ... ......... 1 -
As at December 31, 2018, 2019 and September 30, 2020 . . 1 0 -
* The relevant amount is all less than RMB1,000.

i) The Company was established in the Cayman Islands on November 29, 2018 with one ordinary share of a par value
of USDO.01 allotted to Mapcal Limited. On the same day, such ordinary share was transferred to CareCapital Orthotech
for a consideration of USDO0.01.

(i)  On December 21, 2020, as part of the Reorganization (Note 1.2), an aggregate of 999,999 ordinary shares with par
value of USDO0.01 were issued to CareCapital Orthotech at nominal value.

(iii)  On December 21, 2020, the Company issued an aggregate of 475,152 ordinary shares with par value of USDO0.01 to
seven offshore holding companies used by certain directors, senior management and employees of the Group who
entered employee share award contracts (Note 22) for the purpose holding their respective corresponding equity
interests in Wuxi EA prior to the Reorganization.

(iv)  On December 31, 2020, pursuant to the share purchase agreement dated December 21, 2020, Wuxi Jinhe Venture
Investment Co., Ltd. (ﬁ%ﬁ%*ﬁﬂ%&gﬁﬁﬁ/&ﬂ, “Wuxi Jinhe”) agreed to subscribe for 10,023 ordinary shares of
the Company with par value of USDO0.01 each at the aggregate consideration of US dollar equivalent to
RMB39,720,000.

v) On December 31, 2020, the Company issued an aggregate of 4,600 new shares with par value of USDO0.01 each to
certain directors, senior management and employees of the Company for incentive purposes.

22 SHARE-BASED PAYMENTS

The share-based compensation expenses recognized are as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Expenses arising from equity-settled share-
based payment transactions . . . . . . .. ... 23,438 61,677 45,419 47,201

~1-47 -



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

APPENDIX I ACCOUNTANT’S REPORT

(a) Share-based payments to individuals

On December 22, 2016, CareCapital Orthotech, the then parent company of Wuxi EA, established Wuxi Fujia Management
Advisory Company (Limited Partnership) (185 & 5 & M 345 2 BRA %), “Wuxi Fujia”), an equity awards entity in the form of
limited liability partnerships and transferred 8.99% equity interests in Wuxi EA to Wuxi Fujia with consideration of approximately
RMB24,690,000. As the same time, by way of subscribing for their partnership interests in Wuxi Fujia, Ms. LI Huamin and Mr.
CHEN Kai, as senior management of Wuxi EA, acquired 8.99% equity interests in Wuxi EA in total from CareCapital Orthotech.

These equity interests awarded would be vested in 10 instalments over a 10-years requisite service period commencing from
December 31, 2015. The fair value of these incentive interests at the grant date, which was determined by reference to the fair value
of the equity interests of Wuxi EA determined by an external independent valuer, over respective cash consideration assumed by Ms.
LI Huamin and Mr. CHEN Kai, were treated as share-based payment expenses and charged to the combined statements of
comprehensive income over the vesting period.

For the years ended December 31, 2018 and 2019 and the nine months ended September 30, 2019 and 2020, the Group
recognized share-based payment expenses amounting to RMB601,000, RMB461,000, RMB346,000 and RMB267,000, respectively,
for the aforesaid share-based payments to individuals.

(b) Employee Share Award Scheme

Wuxi EA set up a share incentive scheme for the purpose of retaining talent, promoting the long-term sustainable development
of the Group. Under the share incentive scheme, Wuxi EA entered into employee share award contracts with certain senior
management and employees of the Group, (collectively, the “Incentive Targets”) on December 22, 2016, December 28, 2017 and
November 22, 2018 (collectively, the “Grant date”), respectively (collectively, the “Engagement Agreements”).

Pursuant to the Engagement Agreements, certain equity awards entities in the form of limited liability partnerships (the “ESOP
LLPs”) which hold equity interests in Wuxi EA directly, were set up. For the years ended December 31, 2016, 2017 and 2018, the
ESOP LLPs acquired 20.26% equity interests in Wuxi EA in total from then shareholders with consideration of approximately
RMB21,041,000, RMB21,632,000 and RMB12,321,000, respectively (the “Predetermined Subscription Prices”). Pursuant to the
Engagement Agreements, the Group has discretion to invite any employee of the Group to participate in the ESOP LLPs by
subscribing for their partnership interest. The Incentive Targets are entitled to all the economic benefits generated by the ESOP LLPs
with the required service period. As the general partner of the ESOP LLPs are designed by the Group for its benefit and the Group
has discretion in determining the participating employees, the ESOP LLPs are therefore controlled and consolidated by the Group
as structured entities and the equity interests in Wuxi EA held by the ESOP LLPs for the purpose of employee share incentives,
amounting to RMB54,994,000, RMB54,994,000 and RMB54,994,000 as at December 31, 2018 and 2019 and September 30, 2020,
respectively, are recorded as “shares held for employee share scheme”.

Pursuant to the Engagement Agreements, the Incentive Targets, through their interests in the ESOP LLPs, were granted
20.26% equity interests in Wuxi EA, at the Predetermined Subscription Prices (the “Onshore Awarded Shares”). These Onshore
Awarded Shares are limited to be transferred or used in pledge within certain service periods. If an Incentive Target ceases to be
employed by the Group within the service periods, the Incentive Target has to sell the Onshore Awarded Shares to designated persons
at its original subscription price.

The Incentive Targets obtained above Onshore Share Awards at a price lower than their fair value on the respective Grant
Dates, such transactions were considered as equity-settled share-based payment. The Group amortized this share-based compensation
expense since the Grant dates as the relevant services has been received since then and throughout the fulfillment of respective
service periods.

On December 31, 2018, due to the Reorganization, the Company modified the employee share award scheme pursuant to
which: (a) the subscription prices of the Onshore Awarded Shares were waived; and (b) the ESOP LLPs would transfer all their equity
interests in Wuxi EA to CareCapital Orthotech with the considerations equal to the Predetermined Subscription Prices; and (c) the
Company would issue an aggregate of 20.26% equity interests of the Company to the Incentive Targets with nominal share price as
the replacement of the Onshore Share Awards. As such, the Group modified the terms of the employee share award scheme that are
beneficial to the Incentive Targets. The incremental share-based compensation expenses, representing the excess of the fair value of
the modified employee share award scheme on December 31, 2018 over the fair of the original employee share award scheme on
December 31, 2018, were amortized within the respectively remaining service periods since December 31, 2018.
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The fair value of incentive interests on the grant dates, being December 22, 2016, December 28, 2017 and November 22, 2018,
as well as on the modification date being December 31, 2018, were determined by an external independent valuer based on
Black-Scholes valuation model. The significant inputs into the model were listed below:

Expected volatility . . . . ... ... ... ......
Risk-free interest rate . . . . . . ... ... ... ..
Expected option life . . . . ... ... ... ... ..

As at As at As at As at
December 22, December 28, November 21, December 31,
2016 2017 2018 2018
58.89% 57.96% 41.70% 36.89%
3.16% 3.63% 3.26% 3.17%
6.52 years 5.76 years 4.86 years 4.50-4.75 years

For the years ended December 31, 2018 and 2019 and the nine months ended September 30, 2019 and 2020, the Group
recognized share-based payment expenses amounting to aggregate RMB22,837,000, RMB61,217,000, RMB45,073,000 and

OTHER RESERVES

Share-based Currency
Statutory payment translation
Capital reserves reserves reserves reserves Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note (a)) (Note (b)) (Note (22))

Balance at January 1, 2018 . . . . 29,888 1,105 11,593 (339) - 42,247
Currency translation differences . . - - - 65 - 65
Changes in ownership interests in

subsidiaries without change of

control (Note 33) . ... ... .. - - - - 328 328
Share-based payments . . . . . . .. - - 23,438 - - 23,438
Appropriation to statutory

TESEIVES. . . . v v v vt - 6,149 - - - 6,149
Balance at December 31, 2018 . . 29,888 7,254 35,031 (274) 328 72,227
Balance at January 1, 2019 . . . . 29,888 7,254 35,031 (274) 328 72,227
Currency translation differences . . - - - 394 - 394
Share-based payments . . . . . . .. - - 61,677 - - 61,677
Appropriation to statutory

TESEIVES. . . . v v v vt - 5,718 - - - 5,718
Balance at December 31, 2019 . . 29,888 12,972 96,708 120 328 140,016
(Unaudited)
Balance at January 1, 2019 . . . . 29,888 7,254 35,031 (274) 328 72,227
Currency translation differences . . - - - 386 - 386
Share-based payments . . . . . . .. — - 45,419 - — 45,419
Appropriation to statutory

TeServes. . . . . . . . . ... .. - 3,175 - - - 3,175
Balance at September 30, 2019 . . 29,888 10,429 80,450 112 328 121,207
Balance at January 1, 2020 . . . . 29,888 12,972 96,708 120 328 140,016
Currency translation differences . . - - - (486) - (486)
Share-based payments . . . . . . .. - - 47,201 - - 47,201
Appropriation to statutory

TE@SEIVES. . . v v v v v - 15,049 - - - 15,049
Balance at September 30, 2020 . . 29,888 28,021 143,909 (366) 328 201,780

(a) The capital reserves as at January 1, 2018 mainly consisted of the paid-in capital and capital reserves of Beijing EA,
which was controlled by Wuxi EA through Contractual Arrangements. On April 1, 2018, Wuxi EA executed the
exclusive option agreement in favor of Beijing EA, which was a part of the Contractual Arrangements, and legally
obtained 100% equity interest in Beijing EA at nil consideration.
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(b) In accordance with the PRC Company Law and the articles of association of the Group’s PRC subsidiaries, the PRC
subsidiaries are required to appropriate 10% of their profits after tax, as determined in accordance with Accounting
Standards for Business Enterprises and other applicable regulations, to the statutory surplus reserve until such reserve
reaches 50% of its registered capital. The appropriation to the reserve must be made before any distribution of
dividends to shareholders of the PRC subsidiaries. Apart from the statutory surplus reserve, discretionary surplus
reserve can be appropriated according to the resolution of shareholders’ meeting. The surplus reserve can be used to
offset previous years’ losses, if any, and part of the statutory surplus reserve can be capitalized as the PRC subsidiaries’
capital provided that the amount of surplus reserve remaining after the capitalization shall not be less than 25% of its
capital.

(ACCUMULATED LOSSES)/RETAINED EARNINGS

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

At the beginning of the year/period . . . . . . (72,139) (18,530) (18,530) 44,589
Profit for the year/period . . . . . ... ... .. 59,758 68,837 71,295 155,606
Appropriation to statutory reserves . . . . . .. (6,149) (5,718) (3,175) (15,049)
Dividends . . . . . ... ... ... .. ...... - - - (61,000)
At the end of the year/period . ... ... .. (18,530) 44,589 49,590 124,146

TRADE AND OTHER PAYABLES

The Group
As at December 31, As at September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000

Trade payables (Note a). . . . .. ... ... ... ....... 26,942 60,910 46,084
Employee benefits payable . . . . ... ... ... ....... 45,217 63,129 67,322
Other taxes payable . . . .. ... ... ... . ......... 25,618 34,642 46,961
Consideration payables in relation with acquisition of a

subsidiary (Note 35) . . . . ... ... ... ... ...... 3,432 3,488 3,405
Accrued expenses payable . . .. ... ... L 9,263 9,604 10,320
Deposits payable . . . . . . ... ... ... L L. 5,086 9,829 18,513
Advertising and promotion expenses payable . ... ... .. 3,989 5,255 3,988
Donations payable . . . . ... ... .. ... ... - 2,000 6,000
Professional service fees payable . . .. ... ... ... ... 2,242 6,208 8,260
Reimbursement payable . . . . .. ... ... ... 2,298 3,397 303
Payables in relation with acquisition of property, plant and

equipment . . . ... 537 3,447 2,869
Dividends payable . . . . . ... ... . ... ... ... - - 61,000
Others . . . . . . . . . 4,026 3,972 3,735

128,650 205,881 278,760

(a) The credit period granted by suppliers mainly ranges from 30 to 60 days. The following is an ageing analysis of trade
payables presented based on the invoice date:

As at D ber 31
S at becember 0% As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
0Oto 60 days . . . ... ... ... 21,875 52,328 36,172
61 to 180 days . . . . ... ... 5,036 6,194 1,896
181 to365days . . . ... ... . 10 236 6,154
Over lyear. . . . . ... ... ... ... .. ...... 21 2,152 1,862
26,942 60,910 46,084
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(a)

services are yet to be provided. Such liabilities increased as a result of the growth of the Group’s business.

(b) The carrying amount of the Group’s trade payables is denominated in the following currencies:

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
RMB. . . . . 11,777 60,158 46,004
USD . . . 15,165 603 80
Others . . . . . . . . - 149 -
26,942 60,910 46,084

(c) As at December 31, 2018 and 2019 and September 30, 2020, trade and other payables of the Group were interest-free

and repayment on demand.

The Company

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Other payables
Amounts due to subsidiaries (d) . . . .. ... ... . ..... 14,383 16,301 17,324
Accrued eXpenses . . ... - 11 -
14,383 16,312 17,324

(d) Amounts due to subsidiaries mainly represent [REDACTED] expenses paid by subsidiaries on behalf of the Company.

CONTRACT LIABILITIES

The Group has recognized the following revenue-related contract liabilities:

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Included in current liabilities
Clear aligner treatment solutions. . . . . . ... ... ... .. 107,598 237,713 275,053
Other services . . . . . . . . . . . .. . ... 1,553 1,185 1,754
109,151 238,898 276,807
Included in non-current liabilities
Clear aligner treatment solutions. . . . . . . ... ... ... .. 45,856 65,445 78,345

Significant changes in contract liabilities

Contract liabilities of the Group mainly arose from the advance payments made by customers while the underlying goods or

(b) Revenue recognized in relation to contract liabilities
The following table shows the revenue recognized during the Track Record Period relates to carried-forward contract
liabilities.
Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Revenue recognized that was included in the
contract liability balance at the beginning of
the year/period

— Clear aligner treatment solutions . . . . . . 91,973 107,598 67,841 114,819
— Other services . . . . . . . .. .. .. .... 91 1,553 1,553 1,184
92,064 109,151 69,394 116,003
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27 LEASE LIABILITIES

As at December 31
2 As at September 30,

2018 2019 2020

RMB’000 RMB’000 RMB’000
Minimum lease payments due
— Within L year . .. ... ... ... .. ... ... ... . 8,756 10,627 10,039
—Between 1 and 2 years . . . ... ... .. ... ... ... 5,305 8,745 6,468
— Between 2 and Syears . . . ... ... 4,073 5,321 714

18,134 24,693 17,221
Less: future finance charges . . . .. ... ... ... ... .. (1,301) (1,823) (976)
Present value of lease liabilities . . . . . ... ... .. ... .. 16,833 22,870 16,245
Within 1 year. . . . . ... ... ... .. ... ... 7,995 9,517 9,331
Between 1 and 2 years . . ... ... ... ... ... ..... 4,912 8,193 6,223
Between 2 and 5 years . . .. ... ... ... ... ... ... 3,926 5,160 691

16,833 22,870 16,245

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Interest expense (included in finance
costs-net) . . ... ... 780 1,123 765 896
Variable terms lease expenditure for
equipment . . . ... ... 11,495 20,158 13,975 4,184
Short-term lease expenditure for office
premises, dormitories and equipment . . . . . 1,588 1,515 1,119 788
13,083 21,673 15,094 4,972
Cash outflow for lease payments . . ... ... 9,097 10,322 7,646 8,138
Cash outflow for short-term lease and variable
terms lease . . . . ... ... ... ... .... 7,783 14,131 5,303 11,539
16,880 24,453 12,949 19,677

The Group leases various properties and equipment to operate its businesses and these lease liabilities were measured at net
present value of the lease payments during the lease terms that are not yet paid. No extension options are included in such property
and equipment leases across the Group.

Some devices leases contain variable payment terms that are linked to the production of aligners. Variable lease payments that
depend on production of aligner are recognized in profit or loss in the period in which the condition that triggers those payments
occurs. A 5% increase in production of clear aligners in the Group with such variable lease contracts, for the years ended December
31, 2018 and 2019 and the nine months ended September 30, 2019 and 2020 would increase total lease payments by approximately
RMB575,000, RMB 1,008,000, RMB699,000 and RMB209,000, respectively.

28 DEFERRED INCOME

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Government grants
— To be realized within 12 months . . . . . . ... ... ... 82 405 587
— To be realized after more than 12 months . . . . .. .. .. 683 5,124 6,515
765 5,529 7,102

The Group’s deferred income mainly represents government grants received from governmental authorities in relation to the
construction of the Group’s certain plant and equipment. The Group’s deferred income is credited to profit or loss over the estimated
useful lives of the related assets to match the depreciation expense of assets.
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29 DEFERRED INCOME TAX

The analysis of deferred tax assets is as follows:

The balance comprises temporary differences
attributable to:

Net impairment on financial assets . . . .. ... .. ... ..
Unused tax losses . . . .. ... ... ..............
Impairment for non-current assets . . . . . ... ... .....
Deferred income . . . . . ... ... L

The movement in deferred income tax assets is as follows:

Net impairment

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
1,451 1,684 2,799

619 2,330 3,620
770 743 134
340 1,055 1,291
1,321 1,567 1,233
4,501 7,379 9,077

Impairment for

on financial Unused tax non-current Deferred
assets losses assets income Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at January 1, 2018 . . . . . .. 648 2,711 339 225 1,260 5,183
Credited/(charged) to the combined
statements of comprehensive
income . ... ........... 803 (2,092) 431 115 61 (682)
As at December 31, 2018 . . . . . 1,451 619 770 340 1,321 4,501
As at January 1, 2019 . . . . . .. 1,451 619 770 340 1,321 4,501
Credited/(charged) to the combined
statements of comprehensive
income . ... ........... 242 1,779 27) 715 266 2,975
Early termination of lease
contracts . . . . . .. ... .... - - - - (19) (19)
Disposal of a subsidiary . ... .. ) (68) - - (1) (78)
As at December 31, 2019 . . . . . 1,684 2,330 743 1,055 1,567 7,379
(Unaudited)
As at January 1,2019 . . . . . .. 1,451 619 770 340 1,321 4,501
Credited/(charged) to the combined
statements of comprehensive
income . ... ......... .. 459 1,891 27) 655 (458) 2,520
Disposal of a subsidiary . .. ... 9) (68) - - (1) (78)
Early termination of lease
contracts . . . ... ... ... .. - - - - (10) (10)
As at September 30, 2019 . . . . . 1,901 2,442 743 995 852 6,933
As at January 1, 2020 . . . . . .. 1,684 2,330 743 1,055 1,567 7,379
Credited/(charged) to the combined
statements of comprehensive
income . .. ............ 1,115 1,290 (609) 236 (331) 1,701
Early termination of lease
contracts . . . . ... ... .... - - - - 3) 3)
As at September 30, 2020 . . . . . 2,799 3,620 134 1,291 1,233 9,077

Deferred income tax assets are recognized for tax losses carry-forward to the extent that the realisation of the related tax
benefits through the future taxable profits is probable. For the years ended December 31, 2018 and 2019 and the nine months ended
September 30, 2019 and 2020, the Group did not recognize deferred income tax assets in respect of losses amounting to
RMB3,570,000, nil, RMB25,000 and RMB32,000, respectively, due to the unpredictability of future profit streams, that can be

carried forward against future taxable income.
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The expiry of the deductible tax losses that are not recognized as deferred income tax assets is analyzed below:

As at December 31, As at September 30,
2018 2019 2020
RMB’000 RMB’000 RMB’000
Indefinitely . . . ... ... ... ... ... ... L. 9,719 9,798 8,726

30 DIVIDENDS

No dividend has been paid or declared by the Company since its incorporation.

Pursuant to the resolutions of the shareholders’ meeting of Wuxi EA held on January 17, 2020, dividends of RMB61,000,000
were declared by Wuxi EA to its shareholders, namely CareCapital Orthotech, Ningbo Meishan Bonded Port Area Yonghan
Investment Management Partnership (Limited partnership) (B ILRBLHE RACGHIEE AR EEHEREE), “Ningbo
Yonghan”) and Ningbo Meishan Bonded Port Area Zhaomin Investment Management Partnership (Limited partnership) (Z2 411
PRBLHE [ R R S A B A R AE), “Ningbo Zhaomin™), which were subsequently paid in October 2020.

31 CASH FLOW INFORMATION

(a) Reconciliation of profit before income tax to cash generated from operations:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
Profit before income tax . . .. ... .. 74,777 84,492 86,489 186,287
Adjustments for:
Interest income (Note 9) . . . . .. .. (1,223) (1,791) (1,174) (2,981)
Interest expense (Note 9) . . . .. .. 1,354 1,142 779 910
Gains on financial assets at fair value
though profit or loss (Note 6). . . . (2,322) (2,512) (1,560) (3,174)
Depreciation of property, plant and
equipment (Note 12) . . . . . .. .. 9,595 13,402 9,209 12,740
Depreciation of right-of-use assets
(Note 13) . ... ... ... ..... 8,338 10,367 7,291 8,297
Amortization of intangible assets
(Note 14) . .. ... ... ...... 2,318 4,604 3,449 2,907

Losses/(gains) on disposal of

property, plant and equipment

(Note 6) . . . ... ... ...... 728 218 (329) 137
Gains on early termination of a lease

contract (Note 6) . . . . . ... ... - (57) (30) (10)
Net impairment losses on financial

assets. . ... 3,684 2,512 4,121 6,478
Impairment of property, plant and

equipment (Note 12) . . . . . .. .. 3,344 - - -
Share-based compensation expenses

Note 22) . .. ... ... ...... 23,438 61,677 45,419 47,201
Share of results of investments

accounted for using the equity

method . . . . ... ... .. .. ... 363 348 (157) 34
Losses on disposal of intangible

assets (Note 6) . . . ... ...... 44 - - -
Losses on disposal of a subsidiary

(Note 6) . . .. ... ... ...... - 81 81 -

Operating cash flows before changes in

working capital . . ... ... 0L 124,438 174,483 153,588 258,826
Changes in working capital (excluding

the effects of business combination):

Inventories . . . . .. ... ... .... (11,059) (1,190) 4,930 8,320
Trade and other receivables . . . . . . (56,629) 3,061 (48,900) (57,809)
Trade and other payables. . . . . . .. 56,555 84,618 62,676 14,944
Contract liabilities . . ... ... ... 55,193 150,202 102,176 50,809
Cash generated from operations . . . . . 168,498 411,174 274,470 275,090
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(b)

In the combined statements of cash flows, proceeds from disposals of property, plant and equipment comprise:

Net book amount (Note 12) . . . . ..
Losses/(gains) on disposal of property,

plant and equipment (Note 6)

Proceeds from disposal of property,
plant and equipment . . . ... ...

Non-cash transaction

Acquisition of new lease contracts

Net debt reconciliation

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
1,658 1,382 116 326
(728) (218) 329 (137)
930 1,164 445 189

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
15,903 17,506 16,517 1,194

This section sets out an analysis of net debt and the movements in the debt for each of the period presented.

Cash and cash equivalents . . . . . ..
Lease liabilities . . . . ... ... ...
Amounts due to related parties. . . . .

Netcash. . . ... ... ... ......

Net debt as at January 1, 2018

Cash flows . .. .............
Acquisition of new lease contracts
Purchase of shares held for employee
share scheme. . . . . ... ... ...
Interest payable . . .. ... ... ...
Reclassification from investments in
joint ventures . . . . . ... .....
Exchange differences . . .. ... ...

Net debt As at December 31, 2018. . .

Net debt as at January 1, 2019

Cash flows . .. ... ..........
Acquisition of new lease contracts
Early termination of lease contracts . . .
Interest payable . . .. ... ......
Reclassification to investments in joint
Ventures . .. ...
Disposal of a subsidiary . . ... ...
Exchange differences . . .. ... ...

Net debt As at December 31, 2019. . .

Year ended December 31,

Nine months ended September 30,

2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)
216,015 504,697 261,691 482,059
(16,833) (22,870) (24,563) (16,245)
(6,190) (6,291) (6,008) (6,200)
192,992 475,536 231,120 459,614

Other assets

Liabilities from financing activities

Cash and cash

Amounts due to

equivalents Lease liabilities related parties Total
RMB’000 RMB’000 RMB’000 RMB’000
134,051 (9,247) (43,705) 81,099
80,696 8,317 50,711 139,724
- (15,903) - (15,903)
- - (12,321) (12,321)
_ - (574) (574)
_ - (301) (301)
1,268 - - 1,268
216,015 (16,833) (6,190) 192,992
216,015 (16,833) (6,190) 192,992
287,993 9,199 (165) 297,027
- (17,506) - (17,506)
- 1,598 - 1,598
- - (19) (19)
- - 88 88
- 672 - 672
689 - (5) 684
504,697 (22,870) (6,291) 475,536
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Other assets Liabilities from financing activities
Cash and cash Amounts due to
equivalents Lease liabilities related parties Total
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Net debt as at January 1, 2019. . . . . 216,015 (16,833) (6,190) 192,992
Cash flows . . ... ... ... ... ... 44,785 6,881 (109) 51,557
Acquisition of new lease contracts . . . - (16,517) - (16,517)
Early termination of lease contracts . . . - 1,234 - 1,234
Interest payable . . ... ... ... ... - - (14) (14)
Disposal of a subsidiary . . . ... ... - 672 - 672
Reclassification to investments in joint

ventures . . ... .. ... - - 313 313
Exchange differences . . ... ... ... 891 - (8) 883
Net debt As at September 30, 2019 . . 261,691 (24,563) (6,008) 231,120
Net debt as at January 1, 2020. . . . . 504,697 (22,870) (6,291) 475,536
Cash flows . . ... ..... ... .... (21,196) 7,242 - (13,954)
Acquisition of new lease contracts - (1,194) - (1,194)
Early termination of lease contracts . . . - 577 - 577
Interest payable . . ... ......... - - (14) (14)
Reclassification to investments in joint
VeNntures . . ... . - - 99 99

Exchange differences . . ... ... ... (1,442) - 6 (1,436)
Net debt As at September 30, 2020 . . 482,059 (16,245) (6,200) 459,614

32 COMMITMENTS
(a) Commitments relating to short-term leases

The Group has recognized right-of-use assets and lease liabilities for these leases, except for short-term leases, see Note 13
and Note 27 for further information.

The future aggregate minimum lease payments under non-cancellable short-term leases contracted for at the end of the
year/period but not recognized as liabilities, are as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
No later than 1 year. . . . ... ... ... ... 281 503 457 185

(b) Capital commitments

The Group’s capital expenditure contracted for at the end of the period but not yet incurred is as follows:

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Property, plant and equipment . . . . . ... .. 9,631 13,093 5,020 21,408
Intangible assets . . . . . ... ... .. ... .. 908 - - 70
Investments in a joint venture . . . . . ... .. 500 500 500 500
11,039 13,593 5,520 21,978

33 DISPOSAL OF OWNERSHIP INTEREST IN SUBSIDIARIES WITHOUT CHANGE OF CONTROL

During the year ended December 31, 2018, the Group disposed of its 30% interest in Shanghai Tianzhi and 30% interest in
Shanghai Junxiao to a third party at cash consideration of RMB900,000 and RMB69,000, respectively. The excess in the Group’s
30% equity interest in the net book liabilities of both Shanghai Tianzhi and Shanghai Junxiao over the consideration, amounting to
RMB328,000 was credited to other reserves.
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34 DISPOSAL OF A SUBSIDIARY

On January 1, 2019, pursuant to a shareholders resolution entered into by, Wuxi Fuchi, a wholly owned subsidiary of the
Group, and a third party, who held 70% and 30% equity interest in Shanghai Junxiao, respectively, all the matters within the authority
of the shareholders meeting of Shanghai Junxiao shall be determined by both shareholders, which means Wuxi Fuchi is unable to
solely control the shareholders meeting of Shanghai Junxiao, and as a result the Group relinquished control over Shanghai Junxiao
while it became a joint venture of the Group. Hence, approximately RMB81,000 of loss on disposal was recognized in the combined
statements of comprehensive income.

On the date of the disposal, cash and cash equivalents of RMB1,096,000 was held by Shanghai Junxiao, which was shown
as cash outflows in 2019.

35 RELATED PARTY TRANSACTIONS
(a) Names and relationships with related parties

Below is the summary of the Group’s related parties during the Track Record Period:

Name of the related party Relationship with the Group

Mr. FENG Dai Director of the Company

Ms. LI Huamin Director of the Company

CareCapital Orthotech Parent Company

Wuxi Beifurui Joint venture held by the Group

Shanghai Junxiao Joint venture held by the Group (After January 1, 2019)

Nanning Tianshi Dental Hospital Company Limited An entity significantly influenced by a close family
(“Nanning Tianshi Hospital”) member of Ms. Li Huamin (Before January 1, 2020)

Nanning Tianshi Shengtiandi Oral Cavity Company An entity significantly influenced by a close family
Limited (“Nanning Tianshi Shengtiandi”) member of Ms. Li Huamin (Before January 1, 2020)

Shanghai Moer Dental Hospital Investment Management An entity significantly influenced by Mr. FENG Dai
Company Limited (“Shanghai Moer Hospital”)

Ningbo Zhaomin A substantial shareholder of the Company

Ningbo Yonghan A substantial shareholder of the Company

Huizhou Dental Hospital An entity significantly influenced by Mr. FENG Dai

Guiyang Jinxin Medical Instrument Co., Ltd. An entity significantly influenced by Mr. FENG Dai (After
(“Guiyang Jinxin”) January 1, 2020)

Zhengzhou Smile Songbai Industrial Co., Ltd. An entity significantly influenced by Mr. FENG Dai (After
(“Zhengzhou Smile”) January 1, 2020)

Changsha Minjian Medical Equipment Co., Ltd. An entity significantly influenced by Mr. FENG Dai (After
(“Changsha Minjian”) January 1, 2020)

(b) Transactions with related parties

During the Track Record Period, save as disclosed elsewhere in this report, the following is a summary of the significant
transactions carried out between the Group and its related parties.

Year ended December 31, Nine months ended September 30,
2018 2019 2019 2020
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)
Clear aligner treatment solutions

Nanning Tianshi Hospital . . ... ... ... 1,271 708 537 -
Shanghai Moer Hospital . . . . .. ... ... 1,344 1,580 989 1,461
Nanning Tianshi Shengtiandi . . . ... ... 485 249 194 -
Shanghai Junxiao . . . . ... ... ... ... - 111 72 84
Huizhou Dental Hospital . . . . .. ... ... 605 1,011 749 849
Guiyang Jinxin . . ... ... ... - - - 1,130
Zhengzhou Smile . . . .. ... ... ... .. - - - 13,410
Changsha Minjian. . . .. ... ... ... .. - - - 134
3,705 3,659 2,541 17,068
Interest expenses

CareCapital Orthotech . . . . ... ... ... 535 -
Ningbo Yonghan. . . . . .. ... ... .... 27 8 8 8
Ningbo Zhaomin . . . .. ... ... ... .. 12 11 6 6
574 19 14 14

~1-57 -



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

APPENDIX I

ACCOUNTANT’S REPORT

(c)

(d)

(e)

Key management compensation

The Group’s key management includes executive directors of the Company. The compensation paid or payable to key
management is disclosed in Note 8.

Outstanding balances arising from sales/purchases of goods and services

Trade and other receivables
Nanning Tianshi Hospital . . . ... ... ... .......
Shanghai Moer Hospital . . . . . ... ... ... ......
Zhengzhou Smile . . . . ... ... ... ... L.
Changsha Minjian. . . . . ... ... ... .. ........
Huizhou Dental Hospital . . . . . .. ... ... ... .....
Guiyang Jinxin . . . .. ... ...

Trade and other payables
CareCapital Orthotech . . . . . ... ... ... .......

Contract liabilities
Nanning Tianshi Hospital . . . ... ... ... .......
Shanghai Moer Hospital . . . . . ... ... ... ......
Nanning Tianshi Shengtiandi . . . ... ... ... ... ..
Shanghai Junxiao . . . . .. ... ... oL
Huizhou Dental Hospital . . . . . ... ... ... ......
Guiyang Jinxin . . . . ... ...
Zhengzhou Smile . . . . .. ... ... L.
Changsha Minjian. . . . ... ... ... ... .......

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000

91 74 _

7 6

- - 4

- - 102

254 - _

- - 145

351 81 257

As at D ber 31
S at becember 0% As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
3,432 3,488 3,405

As at December 31,

As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
93 453 -
372 427 47
201 - _
- 96 76
- 314 375
- - 9,627
666 1,290 10,125

As at December 31, 2018 and 2019 and September 30, 2020, the balances were unsecured, interest-free, and
collectable/repayable on demand.

Outstanding balances arising from dividends payable

Trade and other payables
CareCapital Orthotech . . . . . ... ... ... .......
Ningbo Zhaomin . . . ... ... ... ... .........
Ningbo Yonghan. . . . ... ... ... ... ... ...
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(f) Amounts due from/to related parties

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Amounts due from related parties
Wuxi Beifurui . . .. ... 1,000 1,100 1,100
Nanning Tianshi Hospital . . . ... ... ... ... .... 12 12 -
Ningbo Yonghan. . . . ... ... ... ... ... ... 23,500 23,500 23,500
Ningbo Zhaomin . . . .. ... ... ... ... ....... 3,200 3,200 3,200
Shanghai Junxiao . . . . ... ... ... oL - 2,423 3,423
27,712 30,235 31,223

As at December 31
2 As at September 30,

2018 2019 2020
RMB’000 RMB’000 RMB’000
Amounts due to related parties
CareCapital Orthotech . . . . . ... ... ... ....... 3,003 3,060 3,055
Ningbo Yonghan. . . . ... ... ... ... ... ... . 1,441 1,448 1,454
Ningbo Zhaomin . . . ... ... ... ... ... .. .. .. 1,123 1,134 1,142
Wuxi Beifurui . . .. ... 558 469 381
Ms. LI Huamin . . . . ... .. ... .. . 53 - -
Nanning Tianshi Hospital . . . ... ... ... ... .... 12 12 -
Shanghai Junxiao . . . . .. ... ... .. L. - 168 168
6,190 6,291 6,200
Less: Non-current portion of amount due to CareCapital
Orthotech, Ningbo Yonghan and Ningbo Zhaomin . . . . . (4,415) (4,415) (4,415)
Current portion . . . . . ... ... 1,775 1,876 1,785

As at December 31, 2018 and 2019 and September 30, 2020, RMB1,256,000, RMB1,256,000 and RMB 1,256,000 out the
above balances, respectively, were unsecured and bearing interest rate of 1.5% per annum with maturity of 10 years. The remaining
balances were unsecured, interest-free, and collectable/repayable on demand. The directors of the Company expect to settle such
amounts due to related parties prior to the [REDACTED].

36 CONTINGENT LIABILITIES
The Group did not have any material contingent liabilities as at December 31, 2018 and 2019 and September 30, 2020.
37 SUBSEQUENT EVENTS

Save as disclosed in other notes of the Historical Financial Information, events after September 30, 2020 were summarized
as follows:

(a) Pursuant to the resolutions of the shareholders’ meeting of Wuxi EA held on November 10, 2020, dividends of
RMB43,000,000 were declared and paid in November 2020, by Wuxi EA to its shareholders, namely CareCapital
Orthotech, Ningbo Yonghan and Ningbo Zhaomin.

(b) In December 2020, the Company issued of total 10,023 shares of the Company with par value of USDO0.01 each to Wuxi
Jinhe, a pre-[REDACTED] investor and an independent third party, at the consideration of US dollar equivalent to
RMB39,720,000, representing approximately 0.6728% of the Company’s enlarged issued share capital immediately
after these transactions. In connection with such investment, the Company issued an aggregate of 4,600 new shares of
the Company with par value of USDO0.01 each to certain directors, senior management and employees of the Group on
the same day for incentive purposes.

III. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of the companies now
comprising the Group in respect of any period subsequent to September 30, 2020 and up to the date of this
report.

Save as disclosed in this report, no other dividend or distribution has been declared or made by the
Company or any of the companies now comprising the Group in respect of any period subsequent to

September 30, 2020.
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The following information does not form part of the Accountant’s Report from
PricewaterhouseCoopers, Certified Public Accountants, the reporting accountant of the Company, as set
forth in Appendix 1 to this document, and is included herein for information only. The unaudited
[REDACTEDY] financial information should be read in conjunction with the section entitled “Financial
Information” in this document and the “Accountant’s Report” set forth in Appendix I to this document.

A. UNAUDITED [REDACTED] STATEMENT OF ADJUSTED COMBINED NET TANGIBLE
ASSETS

The following unaudited [REDACTED] statement of adjusted combined net tangible assets of the
Group prepared in accordance with Rule 4.29 of the Listing Rules is for illustrative purposes only, and is
set out below to illustrate the effect of the [REDACTED] on the combined net tangible assets of the Group
attributable to the owners of the Company as of September 30, 2020 as if the [REDACTED] had taken
place on September 30, 2020.

This unaudited [REDACTED] statement of adjusted combined net tangible assets has been prepared
for illustrative purposes only and because of its hypothetical nature, it may not give a true picture of the
combined net tangible assets of the Group as at September 30, 2020 or at any future dates following the
[REDACTED].

Unaudited
Audited combined [REDACTED] adjusted
net tangible assets combined net
of the Group tangible assets
attributable to the attributable to the
owners of the owners of the
Company as at Estimated Company as at Unaudited [REDACTED] adjusted
September 30, [REDACTED] from the September 30, combined net tangible assets
2020 [REDACTED] 2020 per Share
RMB’000 RMB’000 RMB’000 RMB HKS$
(Note 1) (Note 2) (Note 3) (Note 3)
Based on the
[REDACTED] of
HKS$[REDACTED]
per [REDACTED] . [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Based on the
[REDACTED] of
HKS$[REDACTED]
per [REDACTED] . [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]

Notes:

(D) The audited combined net tangible assets of the Group attributable to the owners of the Company as at September 30,
2020 is extracted from the Accountant’s Report set out in Appendix I to this document, which is based on the audited
combined net assets of the Group attributable to the owners of the Company as at September 30, 2020 of approximately
RMB438,739,000 after deducting the Group’s intangible assets attributable to the owners of the Company of
approximately RMB6,634,000 as at September 30, 2020.

) The estimated [REDACTED] from the [REDACTED] are based on [REDACTED] and the indicative [REDACTED]
of HK$[REDACTED] per [REDACTED] and HK$[REDACTED] per [REDACTED], being low and high end of the
indicative [REDACTED] range, after deduction of the [REDACTED] fees and other related expenses (excluding
[REDACTED] expenses of approximately RMB10,510,000, RMB664,000 and RMB664,000 which have been
accounted for in the combined statements of comprehensive income for the years ended December 31, 2018 and 2019
and nine months ended September 30, 2020, respectively).
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3)

“

&)

The unaudited [REDACTED] adjusted combined net tangible assets per Share is arrived at after the adjustments
referred to in the preceding paragraphs and on the basis that [REDACTED] Shares were in issue ((REDACTED]
Shares excluding the 1,002,300 Shares which represents 10,023 Shares issued to the Pre-[REDACTED] investor in
December 2020 after considering its effect in the Share Sub-Division) assuming that the [REDACTED] and the Share
Sub-Division have been completed on September 30, 2020 but does not take into account of any Shares issued to the
Pre-[REDACTED] investor subsequent to September 30, 2020 or Shares which may be allotted and issued by the
Company pursuant to the exercise of the [REDACTED] or the exercise of any options may be granted under the Share
Award Scheme.

For the purpose of the unaudited [REDACTED] statement of adjusted net tangible assets, the translation of Renminbi
amounts into Hong Kong dollars was at rate of RMB0.83461 to HK$1.00. No representation is made that Renminbi
amounts have been, could have been or may be converted to Hong Kong dollars, or vice versa, at that date.

No adjustment has been made to the unaudited [REDACTED] adjusted combined net tangible assets to reflect any
trading results or other transactions of the Group entered into subsequent to September 30, 2020. In particular, no
adjustments were made to reflect the dividend of RMB43,000,000 declared by Wuxi EA to the then shareholders on
November 10, 2020 and the issuance of Shares by the Company to the Pre-[REDACTED] Investor in December 2020.
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[REDACTED]
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SUMMARY OF THE CONSTITUTION OF THE COMPANY
1 Memorandum of Association

The Memorandum of Association of the Company was conditionally adopted on [®] and states, inter
alia, that the liability of the members of the Company is limited, that the objects for which the Company
is established are unrestricted and the Company shall have full power and authority to carry out any object
not prohibited by the Companies Act or any other law of the Cayman Islands.

The Memorandum of Association is available for inspection at the address specified in Appendix V
in the section headed “Documents available for inspection.”

2 Articles of Association

The Articles of Association of the Company were conditionally adopted on [®] and include
provisions to the following effect:

2.1 Classes of Shares

The share capital of the Company consists of ordinary shares. The capital of the Company at
the date of adoption of the Articles is US$50,000 divided into 500,000,000 shares of US$0.0001
each.

2.2 Directors
(a) Power to allot and issue Shares

Subject to the provisions of the Companies Act and the Memorandum and Articles of
Association, the unissued shares in the Company (whether forming part of its original or any
increased capital) shall be at the disposal of the Directors, who may offer, allot, grant options
over or otherwise dispose of them to such persons, at such times and for such consideration,
and upon such terms, as the Directors shall determine.

Subject to the provisions of the Articles of Association and to any direction that may be
given by the Company in general meeting and without prejudice to any special rights conferred
on the holders of any existing shares or attaching to any class of shares, any share may be
issued with or have attached thereto such preferred, deferred, qualified or other special rights
or restrictions, whether in regard to dividend, voting, return of capital or otherwise, and to such
persons at such times and for such consideration as the Directors may determine. Subject to the
Companies Act and to any special rights conferred on any shareholders or attaching to any class
of shares, any share may, with the sanction of a special resolution, be issued on terms that it
is, or at the option of the Company or the holder thereof, liable to be redeemed.

(b) Power to dispose of the assets of the Company or any subsidiary

The management of the business of the Company shall be vested in the Directors who,
in addition to the powers and authorities by the Articles of Association expressly conferred
upon them, may exercise all such powers and do all such acts and things as may be exercised
or done or approved by the Company and are not by the Articles of Association or the
Companies Act expressly directed or required to be exercised or done by the Company in
general meeting, but subject nevertheless to the provisions of the Companies Act and of the
Articles of Association and to any regulation from time to time made by the Company in
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general meeting not being inconsistent with such provisions or the Articles of Association,
provided that no regulation so made shall invalidate any prior act of the Directors which would
have been valid if such regulation had not been made.

(c) Compensation or payment for loss of office

Payment to any Director or past Director of any sum by way of compensation for loss of
office or as consideration for or in connection with his retirement from office (not being a
payment to which the Director is contractually entitled) must first be approved by the Company
in general meeting.

(d) Loans to Directors

There are provisions in the Articles of Association prohibiting the making of loans to
Directors or their respective close associates which are equivalent to the restrictions imposed
by the Companies Ordinance.

(e) Financial assistance to purchase Shares

Subject to all applicable laws, the Company may give financial assistance to Directors
and employees of the Company, its subsidiaries or any holding company or any subsidiary of
such holding company in order that they may buy shares in the Company or any such subsidiary
or holding company. Further, subject to all applicable laws, the Company may give financial
assistance to a trustee for the acquisition of shares in the Company or shares in any such
subsidiary or holding company to be held for the benefit of employees of the Company, its
subsidiaries, any holding company of the Company or any subsidiary of any such holding
company (including salaried Directors).

(f)  Disclosure of interest in contracts with the Company or any of its subsidiaries

No Director or proposed Director shall be disqualified by his office from contracting with
the Company either as vendor, purchaser or otherwise nor shall any such contract or any
contract or arrangement entered into by or on behalf of the Company with any person, company
or partnership of or in which any Director shall be a member or otherwise interested be capable
on that account of being avoided, nor shall any Director so contracting or being any member
or so interested be liable to account to the Company for any profit so realised by any such
contract or arrangement by reason only of such Director holding that office or the fiduciary
relationship thereby established, provided that such Director shall, if his interest in such
contract or arrangement is material, declare the nature of his interest at the earliest meeting of
the board of Directors at which it is practicable for him to do so, either specifically or by way
of a general notice stating that, by reason of the facts specified in the notice, he is to be
regarded as interested in any contracts of a specified description which may be made by the
Company.

A Director shall not be entitled to vote on (nor shall be counted in the quorum in relation
to) any resolution of the Directors in respect of any contract or arrangement or any other
proposal in which the Director or any of his close associates (or, if required by the Listing
Rules, his other associates) has any material interest, and if he shall do so his vote shall not
be counted (nor is he to be counted in the quorum for the resolution), but this prohibition shall
not apply to any of the following matters, namely:

(i) the giving to such Director or any of his close associates of any security or
indemnity in respect of money lent or obligations incurred or undertaken by him or
any of them at the request of or for the benefit of the Company or any of its
subsidiaries;
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(ii) the giving of any security or indemnity to a third party in respect of a debt or
obligation of the Company or any of its subsidiaries for which the Director or any
of his close associates has himself/themselves assumed responsibility in whole or in
part and whether alone or jointly under a guarantee or indemnity or by the giving
of security;

(iii) any proposal concerning an offer of shares, debentures or other securities of or by
the Company or any other company which the Company may promote or be
interested in for subscription or purchase where the Director or any of his close
associates is/are or is/are to be interested as a participant in the underwriting or
sub-underwriting of the offer;

(iv) any proposal or arrangement concerning the benefit of employees of the Company
or any of its subsidiaries including:

(A) the adoption, modification or operation of any employees’ share scheme or
any share incentive scheme or share option scheme under which the Director
or any of his close associates may benefit; or

(B) the adoption, modification or operation of a pension or provident fund or
retirement, death or disability benefits scheme which relates both to Directors,
their close associates and employees of the Company or any of its subsidiaries
and does not provide in respect of any Director or any of his close associates,
as such any privilege or advantage not generally accorded to the class of
persons to which such scheme or fund relates; and

(v) any contract or arrangement in which the Director or any of his close associates
is/are interested in the same manner as other holders of shares or debentures or other
securities of the Company by virtue only of his/their interest in shares or debentures
or other securities of the Company.

(g) Remuneration

The Directors shall be entitled to receive by way of remuneration for their services such
sum as shall from time to time be determined by the Directors, or the Company in general
meeting, as the case may be, such sum (unless otherwise directed by the resolution by which
it is determined) to be divided amongst the Directors in such proportions and in such manner
as they may agree, or failing agreement, equally, except that in such event any Director holding
office for less than the whole of the relevant period in respect of which the remuneration is paid
shall only rank in such division in proportion to the time during such period for which he has
held office. Such remuneration shall be in addition to any other remuneration to which a
Director who holds any salaried employment or office in the Company may be entitled by
reason of such employment or office.

The Directors shall also be entitled to be paid all expenses, including travel expenses,
reasonably incurred by them in or in connection with the performance of their duties as
Directors including their expenses of travelling to and from board meetings, committee
meetings or general meetings or otherwise incurred whilst engaged on the business of the
Company or in the discharge of their duties as Directors.
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The Directors may grant special remuneration to any Director who shall perform any
special or extra services at the request of the Company. Such special remuneration may be
made payable to such Director in addition to or in substitution for his ordinary remuneration
as a Director, and may be made payable by way of salary, commission or participation in profits
or otherwise as may be agreed.

The remuneration of an executive Director or a Director appointed to any other office in
the management of the Company shall from time to time be fixed by the Directors and may be
by way of salary, commission or participation in profits or otherwise or by all or any of those
modes and with such other benefits (including share option and/or pension and/or gratuity
and/or other benefits on retirement) and allowances as the Directors may from time to time
decide. Such remuneration shall be in addition to such remuneration as the recipient may be
entitled to receive as a Director.

(h) Retirement, appointment and removal

The Directors shall have power at any time and from time to time to appoint any person
to be a Director, either to fill a casual vacancy or as an addition to the existing Directors. Any
Director so appointed shall hold office only until the next general meeting of the Company and
shall then be eligible for re-election at that meeting, but shall not be taken into account in
determining the number of Directors and which Directors are to retire by rotation at such
meeting.

The Company may by ordinary resolution remove any Director (including a Managing
Director or other executive Director) before the expiration of his period of office
notwithstanding anything in the Articles of Association or in any agreement between the
Company and such Director (but without prejudice to any claim for compensation or damages
payable to him in respect of the termination of his appointment as Director or of any other
appointment of office as a result of the termination of this appointment as Director). The
Company may also by ordinary resolution appoint another person in his place. Any Director so
appointed shall hold office during such time only as the Director in whose place he is appointed
would have held the same if he had not been removed.

The Company may also by ordinary resolution elect any person to be a Director, either
to fill a casual vacancy or as an addition to the existing Directors. No person shall, unless
recommended by the Directors, be eligible for election to the office of Director at any general
meeting unless, during the period, which shall be at least seven days, commencing no earlier
than the day after the despatch of the notice of the meeting appointed for such election and
ending no later than seven days prior to the date of such meeting, there has been given to the
Secretary of the Company notice in writing by a member of the Company (not being the person
to be proposed) entitled to attend and vote at the meeting for which such notice is given of his
intention to propose such person for election and also notice in writing signed by the person
to be proposed of his willingness to be elected.

There is no shareholding qualification for Directors nor is there any specified age limit
for Directors.
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2.3

The office of a Director shall be vacated:

(i) if he resigns his office by notice in writing to the Company at its registered office
or its principal office in Hong Kong;

(ii) if an order is made by any competent court or official on the grounds that he is or
may be suffering from mental disorder or is otherwise incapable of managing his
affairs and the Directors resolve that his office be vacated;

(iii) if, without leave, he is absent from meetings of the Directors (unless an alternate
Director appointed by him attends) for 12 consecutive months, and the Directors
resolve that his office be vacated;

(iv) if he becomes bankrupt or has a receiving order made against him or suspends
payment or compounds with his creditors generally;

(v) if he ceases to be or is prohibited from being a Director by law or by virtue of any
provision in the Articles of Association;

(vi) if he is removed from office by notice in writing served upon him signed by not less
than three-fourths in number (or, if that is not a round number, the nearest lower
round number) of the Directors (including himself) for the time being then in office;
or

(vii) if he shall be removed from office by an ordinary resolution of the members of the
Company under the Articles of Association.

At every annual general meeting of the Company one-third of the Directors for the time
being, or, if their number is not three or a multiple of three, then the number nearest to, but not
less than, one-third, shall retire from office by rotation, provided that every Director (including
those appointed for a specific term) shall be subject to retirement by rotation at least once every
three years. A retiring Director shall retain office until the close of the meeting at which he
retires and shall be eligible for re-election thereat. The Company at any annual general meeting
at which any Directors retire may fill the vacated office by electing a like number of persons
to be Directors.

(i)  Borrowing powers

The Directors may from time to time at their discretion exercise all the powers of the
Company to raise or borrow or to secure the payment of any sum or sums of money for the
purposes of the Company and to mortgage or charge its undertaking, property and assets
(present and future) and uncalled capital or any part thereof.
(j)  Proceedings of the Board

The Directors may meet together for the despatch of business, adjourn and otherwise
regulate their meetings and proceedings as they think fit in any part of the world. Questions
arising at any meeting shall be determined by a majority of votes. In the case of an equality
of votes, the chairperson of the meeting shall have a second or casting vote.

Alteration to constitutional documents

No alteration or amendment to the Memorandum or Articles of Association may be made

except by special resolution.
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2.4 Variation of rights of existing shares or classes of shares

If at any time the share capital of the Company is divided into different classes of shares, all
or any of the rights attached to any class of shares for the time being issued (unless otherwise
provided for in the terms of issue of the shares of that class) may, subject to the provisions of the
Companies Act, be varied or abrogated either with the consent in writing of the holders of not less
than three-fourths in nominal value of the issued shares of that class or with the sanction of a special
resolution passed at a separate meeting of the holders of the shares of that class. To every such
separate meeting all the provisions of the Articles of Association relating to general meetings shall
mutatis mutandis apply, but so that the quorum for the purposes of any such separate meeting and
of any adjournment thereof shall be a person or persons together holding (or representing by proxy
or duly authorised representative) at the date of the relevant meeting not less than one-third in
nominal value of the issued shares of that class.

The special rights conferred upon the holders of shares of any class shall not, unless otherwise
expressly provided in the rights attaching to or the terms of issue of such shares, be deemed to be
varied by the creation or issue of further shares ranking pari passu therewith.

2.5 Alteration of capital

The Company may, from time to time, whether or not all the shares for the time being
authorised shall have been issued and whether or not all the shares for the time being issued shall
have been fully paid up, by ordinary resolution, increase its share capital by the creation of new
shares, such new capital to be of such amount and to be divided into shares of such respective
amounts as the resolution shall prescribe.

The Company may from time to time by ordinary resolution:

(a) consolidate and divide all or any of its share capital into shares of a larger amount than
its existing shares. On any consolidation of fully paid shares and division into shares of
larger amount, the Directors may settle any difficulty which may arise as they think
expedient and in particular (but without prejudice to the generality of the foregoing) may
as between the holders of shares to be consolidated determine which particular shares are
to be consolidated into each consolidated share, and if it shall happen that any person
shall become entitled to fractions of a consolidated share or shares, such fractions may
be sold by some person appointed by the Directors for that purpose and the person so
appointed may transfer the shares so sold to the purchaser thereof and the validity of such
transfer shall not be questioned, and so that the net proceeds of such sale (after deduction
of the expenses of such sale) may either be distributed among the persons who would
otherwise be entitled to a fraction or fractions of a consolidated share or shares rateably
in accordance with their rights and interests or may be paid to the Company for the
Company’s benefit;

(b) cancel any shares which at the date of the passing of the resolution have not been taken
or agreed to be taken by any person, and diminish the amount of its share capital by the
amount of the shares so cancelled subject to the provisions of the Companies Act; and

(c) sub-divide its shares or any of them into shares of smaller amount than is fixed by the
Memorandum of Association, subject nevertheless to the provisions of the Companies
Act, and so that the resolution whereby any share is sub-divided may determine that, as
between the holders of the shares resulting from such sub-division, one or more of the
shares may have any such preferred or other special rights, over, or may have such
deferred rights or be subject to any such restrictions as compared with the others as the
Company has power to attach to unissued or new shares.
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The Company may by special resolution reduce its share capital or any capital redemption
reserve in any manner authorised and subject to any conditions prescribed by the Companies Act.

2.6 Special resolution — majority required

A “special resolution” is defined in the Articles of Association to have the meaning ascribed
thereto in the Companies Act, for which purpose, the requisite majority shall be not less than
three-fourths of the votes of such members of the Company as, being entitled to do so, vote in person
or, in the case of corporations, by their duly authorised representatives or, where proxies are allowed,
by proxy at a general meeting of which notice specifying the intention to propose the resolution as
a special resolution has been duly given and includes a special resolution approved in writing by all
of the members of the Company entitled to vote at a general meeting of the Company in one or more
instruments each signed by one or more of such members, and the effective date of the special
resolution so adopted shall be the date on which the instrument or the last of such instruments (if
more than one) is executed.

In contrast, an “ordinary resolution” is defined in the Articles of Association to mean a
resolution passed by a simple majority of the votes of such members of the Company as, being
entitled to do so, vote in person or, in the case of corporations, by their duly authorised
representatives or, where proxies are allowed, by proxy at a general meeting held in accordance with
the Articles of Association and includes an ordinary resolution approved in writing by all the
members of the Company aforesaid.

2.7 Voting rights

Subject to any special rights, privileges or restrictions as to voting for the time being attached
to any class or classes of shares, at any general meeting on a poll every member present in person
(or, in the case of a member being a corporation, by its duly authorised representative) or by proxy
shall have one vote for each share registered in his name in the register of members of the Company.

Where any member is, under the Listing Rules, required to abstain from voting on any
particular resolution or restricted to voting only for or only against any particular resolution, any
votes cast by or on behalf of such member in contravention of such requirement or restriction shall
not be counted.

In the case of joint registered holders of any share, any one of such persons may vote at any
meeting, either personally or by proxy, in respect of such share as if he were solely entitled thereto;
but if more than one of such joint holders be present at any meeting personally or by proxy, that one
of the said persons so present being the most or, as the case may be, the more senior shall alone be
entitled to vote in respect of the relevant joint holding and, for this purpose, seniority shall be
determined by reference to the order in which the names of the joint holders stand on the register
in respect of the relevant joint holding.

A member of the Company in respect of whom an order has been made by any competent court
or official on the grounds that he is or may be suffering from mental disorder or is otherwise
incapable of managing his affairs may vote by any person authorised in such circumstances to do so
and such person may vote by proxy.

Save as expressly provided in the Articles of Association or as otherwise determined by the
Directors, no person other than a member of the Company duly registered and who shall have paid
all sums for the time being due from him payable to the Company in respect of his shares shall be
entitled to be present or to vote (save as proxy for another member of the Company), or to be
reckoned in a quorum, either personally or by proxy at any general meeting.
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At any general meeting a resolution put to the vote of the meeting shall be decided by way of
a poll save that the chairperson of the meeting may allow a resolution which relates purely to a
procedural or administrative matter as prescribed under the Listing Rules to be voted on by a show
of hands.

If a recognised clearing house (or its nominee(s)) is a member of the Company it may authorise
such person or persons as it thinks fit to act as its proxy(ies) or representative(s) at any general
meeting of the Company or at any general meeting of any class of members of the Company provided
that, if more than one person is so authorised, the authorisation shall specify the number and class
of shares in respect of which each such person is so authorised. A person authorised pursuant to this
provision shall be entitled to exercise the same rights and powers on behalf of the recognised
clearing house (or its nominee(s)) which he represents as that recognised clearing house (or its
nominee(s)) could exercise as if it were an individual member of the Company holding the number
and class of shares specified in such authorisation, including, where a show of hands is allowed, the
right to vote individually on a show of hands.

2.8 Annual general meetings and extraordinary general meetings

The Company shall hold a general meeting as its annual general meeting each year, within a
period of not more than 15 months after the holding of the last preceding annual general meeting (or
such longer period as the Stock Exchange may authorise). The annual general meeting shall be
specified as such in the notices calling it.

The board of Directors may, whenever it thinks fit, convene an extraordinary general meeting.
General meetings shall also be convened on the written requisition of any one or more members
holding together, as at the date of deposit of the requisition, shares representing not less than
one-tenth of the paid up capital of the Company which carry the right of voting at general meetings
of the Company. The written requisition shall be deposited at the principal office of the Company
in Hong Kong or, in the event the Company ceases to have such a principal office, the registered
office of the Company, specifying the objects of the meeting and signed by the requisitionist(s). If
the Directors do not within 21 days from the date of deposit of the requisition proceed duly to
convene the meeting to be held within a further 21 days, the requisitionist(s) themselves or any of
them representing more than one-half of the total voting rights of all of them, may convene the
general meeting in the same manner, as nearly as possible, as that in which meetings may be
convened by the Directors provided that any meeting so convened shall not be held after the
expiration of three months from the date of deposit of the requisition, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Directors shall be reimbursed to them
by the Company.

2.9 Accounts and audit

The Directors shall cause to be kept such books of account as are necessary to give a true and
fair view of the state of the Company’s affairs and to show and explain its transactions and otherwise
in accordance with the Companies Act.

The Directors shall from time to time determine whether, and to what extent, and at what times
and places and under what conditions or regulations, the accounts and books of the Company, or any
of them, shall be open to inspection by members of the Company (other than officers of the
Company) and no such member shall have any right of inspecting any accounts or books or
documents of the Company except as conferred by the Companies Act or any other relevant law or
regulation or as authorised by the Directors or by the Company in general meeting.
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The Directors shall, commencing with the first annual general meeting, cause to be prepared
and to be laid before the members of the Company at every annual general meeting a profit and loss
account for the period, in the case of the first account, since the incorporation of the Company and,
in any other case, since the preceding account, together with a balance sheet as at the date to which
the profit and loss account is made up and a Director’s report with respect to the profit or loss of
the Company for the period covered by the profit and loss account and the state of the Company’s
affairs as at the end of such period, an auditor’s report on such accounts and such other reports and
accounts as may be required by law. Copies of those documents to be laid before the members of the
Company at an annual general meeting shall not less than 21 days before the date of the meeting,
be sent in the manner in which notices may be served by the Company as provided in the Articles
of Association to every member of the Company and every holder of debentures of the Company
provided that the Company shall not be required to send copies of those documents to any person
of whose address the Company is not aware or to more than one of the joint holders of any shares
or debentures.

2.10 Auditors

The Company shall at every annual general meeting appoint an auditor or auditors of the
Company who shall hold office until the next annual general meeting. The removal of an auditor
before the expiration of his period of office shall require the approval of an ordinary resolution of
the members in general meeting. The remuneration of the auditors shall be fixed by the Company at
the annual general meeting at which they are appointed provided that in respect of any particular year
the Company in general meeting may delegate the fixing of such remuneration to the Directors.

2.11 Notice of meetings and business to be conducted thereat

An annual general meeting shall be called by not less than 21 days’ notice in writing and any
extraordinary general meeting shall be called by not less than 14 days’ notice in writing. The notice
shall be exclusive of the day on which it is served or deemed to be served and of the day for which
it is given, and shall specify the time, place and agenda of the meeting, particulars of the resolutions
and the general nature of the business to be considered at the meeting. The notice convening an
annual general meeting shall specify the meeting as such, and the notice convening a meeting to pass
a special resolution shall specify the intention to propose the resolution as a special resolution.
Notice of every general meeting shall be given to the auditors and all members of the Company
(other than those who, under the provisions of the Articles of Association or the terms of issue of
the shares they hold, are not entitled to receive such notice from the Company).

Notwithstanding that a meeting of the Company is called by shorter notice than that mentioned
above, it shall be deemed to have been duly called if it is so agreed:

(a) in the case of a meeting called as an annual general meeting, by all members of the
Company entitled to attend and vote thereat or their proxies; and

(b) in the case of any other meeting, by a majority in number of the members having a right
to attend and vote at the meeting, being a majority together holding not less than 95% in
nominal value of the shares giving that right.

If, after the notice of a general meeting has been sent but before the meeting is held, or after
the adjournment of a general meeting but before the adjourned meeting is held (whether or not notice
of the adjourned meeting is required), the Directors, in their absolute discretion, consider that it is
impractical or unreasonable for any reason to hold a general meeting on the date or at the time and
place specified in the notice calling such meeting, it may change or postpone the meeting to another
date, time and place.
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The Directors also have the power to provide in every notice calling a general meeting that in
the event of a gale warning or a black rainstorm warning is in force at any time on the day of the
general meeting (unless such warning is cancelled at least a minimum period of time prior to the
general meeting as the Directors may specify in the relevant notice), the meeting shall be postponed
without further notice to be reconvened on a later date. Where a general meeting is so postponed,
the Company shall endeavour to cause a notice of such postponement to be placed on the Company’s
website and published on the Stock Exchange’s website as soon as practicable, but failure to place
or publish such notice shall not affect the automatic postponement of such meeting.

Where a general meeting is postponed:

(a) the Directors shall fix the date, time and place for the reconvened meeting and at least
seven clear days’ notice shall be given for the reconvened meeting; and such notice shall
specify the date, time and place at which the postponed meeting will be reconvened and
the date and time by which proxies shall be submitted in order to be valid at such
reconvened meeting (provided that any proxy submitted for the original meeting shall
continue to be valid for the reconvened meeting unless revoked or replaced by a new
proxy); and

(b) notice of the business to be transacted at the reconvened meeting shall not be required,
nor shall any accompanying documents be required to be recirculated, provided that the
business to be transacted at the reconvened meeting is the same as that set out in the
notice of the original meeting circulated to the members of the Company.

2.12 Transfer of shares

Transfers of shares may be effected by an instrument of transfer in the usual common form or
in such other form as the Directors may approve which is consistent with the standard form of
transfer as prescribed by the Stock Exchange.

The instrument of transfer shall be executed by or on behalf of the transferor and, unless the
Directors otherwise determine, the transferee, and the transferor shall be deemed to remain the
holder of the share until the name of the transferee is entered in the register of members of the
Company in respect thereof. All instruments of transfer shall be retained by the Company.

The Directors may refuse to register any transfer of any share which is not fully paid up or on
which the Company has a lien. The Directors may also decline to register any transfer of any shares
unless:

(a) the instrument of transfer is lodged with the Company accompanied by the certificate for
the shares to which it relates (which shall upon the registration of the transfer be
cancelled) and such other evidence as the Directors may reasonably require to show the
right of the transferor to make the transfer;

(b) the instrument of transfer is in respect of only one class of shares;

(c) the instrument of transfer is properly stamped (in circumstances where stamping is
required);

(d) in the case of a transfer to joint holders, the number of joint holders to whom the share
is to be transferred does not exceed four;
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(e) the shares concerned are free of any lien in favour of the Company; and

(f) a fee of such amount not exceeding the maximum amount as the Stock Exchange may
from time to time determine to be payable (or such lesser sum as the Directors may from
time to time require) is paid to the Company in respect thereof.

If the Directors refuse to register a transfer of any share they shall, within two months after the
date on which the transfer was lodged with the Company, send to each of the transferor and the
transferee notice of such refusal.

The registration of transfers may, on 10 business days’ notice (or on 6 business days’ notice in
the case of a rights issue) being given by advertisement published on the Stock Exchange’s website,
or, subject to the Listing Rules, by electronic communication in the manner in which notices may be
served by the Company by electronic means as provided in the Articles of Association or by
advertisement published in the newspapers, be suspended and the register of members of the
Company closed at such times for such periods as the Directors may from time to time determine,
provided that the registration of transfers shall not be suspended or the register closed for more than
30 days in any year (or such longer period as the members of the Company may by ordinary
resolution determine provided that such period shall not be extended beyond 60 days in any year).

2.13 Power of the Company to purchase its own shares

The Company is empowered by the Companies Act and the Articles of Association to purchase
its own shares subject to certain restrictions and the Directors may only exercise this power on behalf
of the Company subject to the authority of its members in general meeting as to the manner in which
they do so and to any applicable requirements imposed from time to time by the Stock Exchange and
the Securities and Futures Commission of Hong Kong. Shares which have been repurchased will be
treated as cancelled upon the repurchase.

2.14 Power of any subsidiary of the Company to own shares

There are no provisions in the Articles of Association relating to the ownership of shares by a
subsidiary.

2.15 Dividends and other methods of distribution

Subject to the Companies Act and the Articles of Association, the Company in general meeting
may declare dividends in any currency but no dividends shall exceed the amount recommended by
the Directors. No dividend may be declared or paid other than out of profits and reserves of the
Company lawfully available for distribution, including share premium.

Unless and to the extent that the rights attached to any shares or the terms of issue thereof
otherwise provide, all dividends shall (as regards any shares not fully paid throughout the period in
respect of which the dividend is paid) be apportioned and paid pro rata according to the amounts paid
up on the shares during any portion or portions of the period in respect of which the dividend is paid.
For these purposes no amount paid up on a share in advance of calls shall be treated as paid up on
the share.

The Directors may from time to time pay to the members of the Company such interim
dividends as appear to the Directors to be justified by the profits of the Company. The Directors may
also pay half-yearly or at other intervals to be selected by them any dividend which may be payable
at a fixed rate if they are of the opinion that the profits available for distribution justify the payment.

—II-11 -



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

APPENDIX IIT SUMMARY OF THE CONSTITUTION OF
THE COMPANY AND CAYMAN COMPANIES ACT

The Directors may retain any dividends or other monies payable on or in respect of a share
upon which the Company has a lien, and may apply the same in or towards satisfaction of the debts,
liabilities or engagements in respect of which the lien exists. The Directors may also deduct from any
dividend or other monies payable to any member of the Company all sums of money (if any)
presently payable by him to the Company on account of calls, instalments or otherwise.

No dividend shall carry interest against the Company.

Whenever the Directors or the Company in general meeting have resolved that a dividend be
paid or declared on the share capital of the Company, the Directors may further resolve: (a) that such
dividend be satisfied wholly or in part in the form of an allotment of shares credited as fully paid
up on the basis that the shares so allotted are to be of the same class as the class already held by the
allottee, provided that the members of the Company entitled thereto will be entitled to elect to
receive such dividend (or part thereof) in cash in lieu of such allotment; or (b) that the members of
the Company entitled to such dividend will be entitled to elect to receive an allotment of shares
credited as fully paid up in lieu of the whole or such part of the dividend as the Directors may think
fit on the basis that the shares so allotted are to be of the same class as the class already held by the
allottee. The Company may upon the recommendation of the Directors by ordinary resolution resolve
in respect of any one particular dividend of the Company that notwithstanding the foregoing a
dividend may be satisfied wholly in the form of an allotment of shares credited as fully paid without
offering any right to members of the Company to elect to receive such dividend in cash in lieu of
such allotment.

Any dividend, interest or other sum payable in cash to a holder of shares may be paid by cheque
or warrant sent through the post addressed to the registered address of the member of the Company
entitled, or in the case of joint holders, to the registered address of the person whose name stands
first in the register of members of the Company in respect of the joint holding or to such person and
to such address as the holder or joint holders may in writing direct. Every cheque or warrant so sent
shall be made payable to the order of the holder or, in the case of joint holders, to the order of the
holder whose name stands first on the register of members of the Company in respect of such shares,
and shall be sent at his or their risk and the payment of any such cheque or warrant by the bank on
which it is drawn shall operate as a good discharge to the Company in respect of the dividend and/or
bonus represented thereby, notwithstanding that it may subsequently appear that the same has been
stolen or that any endorsement thereon has been forged. The Company may cease sending such
cheques for dividend entitlements or dividend warrants by post if such cheques or warrants have been
left uncashed on two consecutive occasions. However, the Company may exercise its power to cease
sending cheques for dividend entitlements or dividend warrants after the first occasion on which such
a cheque or warrant is returned undelivered. Any one of two or more joint holders may give effectual
receipts for any dividends or other monies payable or property distributable in respect of the shares
held by such joint holders.

Any dividend unclaimed for six years from the date of declaration of such dividend may be
forfeited by the Directors and shall revert to the Company.

The Directors may, with the sanction of the members of the Company in general meeting, direct
that any dividend be satisfied wholly or in part by the distribution of specific assets of any kind, and
in particular of paid up shares, debentures or warrants to subscribe securities of any other company,
and where any difficulty arises in regard to such distribution the Directors may settle it as they think
expedient, and in particular may disregard fractional entitlements, round the same up or down or
provide that the same shall accrue to the benefit of the Company, and may fix the value for
distribution of such specific assets and may determine that cash payments shall be made to any
members of the Company upon the footing of the value so fixed in order to adjust the rights of all
parties, and may vest any such specific assets in trustees as may seem expedient to the Directors.
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2.16 Proxies

Any member of the Company entitled to attend and vote at a meeting of the Company shall be
entitled to appoint another person who must be an individual as his proxy to attend and vote instead
of him and a proxy so appointed shall have the same right as the member to speak at the meeting.
A proxy need not be a member of the Company.

Instruments of proxy shall be in common form or in such other form as the Directors may from
time to time approve provided that it shall enable a member to instruct his proxy to vote in favour
of or against (or in default of instructions or in the event of conflicting instructions, to exercise his
discretion in respect of) each resolution to be proposed at the meeting to which the form of proxy
relates. The instrument of proxy shall be deemed to confer authority to vote on any amendment of
a resolution put to the meeting for which it is given as the proxy thinks fit. The instrument of proxy
shall, unless the contrary is stated therein, be valid as well for any adjournment of the meeting as
for the meeting to which it relates provided that the meeting was originally held within 12 months
from such date.

The instrument appointing a proxy shall be in writing under the hand of the appointor or his
attorney authorised in writing or if the appointor is a corporation either under its seal or under the
hand of an officer, attorney or other person authorised to sign the same.

The instrument appointing a proxy and (if required by the Directors) the power of attorney or
other authority (if any) under which it is signed, or a notarially certified copy of such power or
authority, shall be delivered at the registered office of the Company (or at such other place as may
be specified in the notice convening the meeting or in any notice of any adjournment or, in either
case, in any document sent therewith) not less than 48 hours before the time appointed for holding
the meeting or adjourned meeting at which the person named in the instrument proposes to vote or,
in the case of a poll taken subsequently to the date of a meeting or adjourned meeting, not less than
48 hours before the time appointed for the taking of the poll and in default the instrument of proxy
shall not be treated as valid. No instrument appointing a proxy shall be valid after the expiration of
12 months from the date named in it as the date of its execution. Delivery of any instrument
appointing a proxy shall not preclude a member of the Company from attending and voting in person
at the meeting or poll concerned and, in such event, the instrument appointing a proxy shall be
deemed to be revoked.

2.17 Calls on shares and forfeiture of shares

The Directors may from time to time make calls upon the members of the Company in respect
of any monies unpaid on their shares (whether on account of the nominal amount of the shares or
by way of premium or otherwise) and not by the conditions of allotment thereof made payable at
fixed times and each member of the Company shall (subject to the Company serving upon him at
least 14 days’ notice specifying the time and place of payment and to whom such payment shall be
made) pay to the person at the time and place so specified the amount called on his shares. A call
may be revoked or postponed as the Directors may determine. A person upon whom a call is made
shall remain liable on such call notwithstanding the subsequent transfer of the shares in respect of
which the call was made.

A call may be made payable either in one sum or by instalments and shall be deemed to have
been made at the time when the resolution of the Directors authorising the call was passed. The joint
holders of a share shall be jointly and severally liable to pay all calls and instalments due in respect
of such share or other monies due in respect thereof.
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If a sum called in respect of a share shall not be paid before or on the day appointed for
payment thereof, the person from whom the sum is due shall pay interest on the sum from the day
appointed for payment thereof to the time of actual payment at such rate, not exceeding 15% per
annum, as the Directors may determine, but the Directors shall be at liberty to waive payment of such
interest wholly or in part.

If any call or instalment of a call remains unpaid on any share after the day appointed for
payment thereof, the Directors may at any time during such time as any part thereof remains unpaid
serve a notice on the holder of such shares requiring payment of so much of the call or instalment
as is unpaid together with any interest which may be accrued and which may still accrue up to the
date of actual payment.

The notice shall name a further day (not being less than 14 days from the date of service of the
notice) on or before which, and the place where, the payment required by the notice is to be made,
and shall state that in the event of non-payment at or before the time and at the place appointed, the
shares in respect of which such call was made or instalment is unpaid will be liable to be forfeited.

If the requirements of such notice are not complied with, any share in respect of which such
notice has been given may at any time thereafter, before payment of all calls or instalments and
interest due in respect thereof has been made, be forfeited by a resolution of the Directors to that
effect. Such forfeiture shall include all dividends and bonuses declared in respect of the forfeited
shares and not actually paid before the forfeiture. A forfeited share shall be deemed to be the property
of the Company and may be re-allotted, sold or otherwise disposed of.

A person whose shares have been forfeited shall cease to be a member of the Company in
respect of the forfeited shares but shall, notwithstanding the forfeiture, remain liable to pay to the
Company all monies which at the date of forfeiture were payable by him to the Company in respect
of the shares, together with (if the Directors shall in their discretion so require) interest thereon at
such rate not exceeding 15% per annum as the Directors may prescribe from the date of forfeiture
until payment, and the Directors may enforce payment thereof without being under any obligation
to make any allowance for the value of the shares forfeited, at the date of forfeiture.

2.18 Inspection of register of members

The register of members of the Company shall be kept in such manner as to show at all times
the members of the Company for the time being and the shares respectively held by them. The
register may, on 10 business days’ notice (or on 6 business days’ notice in the case of a rights issue)
being given by advertisement published on the Stock Exchange’s website, or, subject to the Listing
Rules, by electronic communication in the manner in which notices may be served by the Company
by electronic means as provided in the Articles of Association or by advertisement published in the
newspapers, be closed at such times and for such periods as the Directors may from time to time
determine either generally or in respect of any class of shares, provided that the register shall not be
closed for more than 30 days in any year (or such longer period as the members of the Company may
by ordinary resolution determine provided that such period shall not be extended beyond 60 days in
any year).

Any register of members kept in Hong Kong shall during normal business hours (subject to
such reasonable restrictions as the Directors may impose) be open to inspection by any member of
the Company without charge and by any other person on payment of a fee of such amount not
exceeding the maximum amount as may from time to time be permitted under the Listing Rules as
the Directors may determine for each inspection.
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2.19 Quorum for meetings and separate class meetings

No business shall be transacted at any general meeting unless a quorum is present when the
meeting proceeds to business, but the absence of a quorum shall not preclude the appointment,
choice or election of a chairperson which shall not be treated as part of the business of the meeting.

Two members of the Company present in person or by proxy shall be a quorum provided always
that if the Company has only one member of record the quorum shall be that one member present
in person or by proxy.

A corporation being a member of the Company shall be deemed for the purpose of the Articles
of Association to be present in person if represented by its duly authorised representative being the
person appointed by resolution of the directors or other governing body of such corporation or by
power of attorney to act as its representative at the relevant general meeting of the Company or at
any relevant general meeting of any class of members of the Company.

The quorum for a separate general meeting of the holders of a separate class of shares of the
Company is described in paragraph 2.4 above.

2.20 Rights of minorities in relation to fraud or oppression

There are no provisions in the Articles of Association concerning the rights of minority
shareholders in relation to fraud or oppression.

2.21 Procedure on liquidation

If the Company shall be wound up, and the assets available for distribution amongst the
members of the Company as such shall be insufficient to repay the whole of the paid-up capital, such
assets shall be distributed so that, as nearly as may be, the losses shall be borne by the members of
the Company in proportion to the capital paid up, or which ought to have been paid up, at the
commencement of the winding up on the shares held by them respectively. If in a winding up the
assets available for distribution amongst the members of the Company shall be more than sufficient
to repay the whole of the capital paid up at the commencement of the winding up, the excess shall
be distributed amongst the members of the Company in proportion to the capital paid up at the
commencement of the winding up on the shares held by them respectively. The foregoing is without
prejudice to the rights of the holders of shares issued upon special terms and conditions.

If the Company shall be wound up, the liquidator may with the sanction of a special resolution
of the Company and any other sanction required by the Companies Act, divide amongst the members
of the Company in specie or kind the whole or any part of the assets of the Company (whether they
shall consist of property of the same kind or not) and may, for such purpose, set such value as he
deems fair upon any property to be divided as aforesaid and may determine how such division shall
be carried out as between the members or different classes of members of the Company. The
liquidator may, with the like sanction, vest the whole or any part of such assets in trustees upon such
trusts for the benefit of the members of the Company as the liquidator, with the like sanction and
subject to the Companies Act, shall think fit, but so that no member of the Company shall be
compelled to accept any assets, shares or other securities in respect of which there is a liability.
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2.22 Untraceable members

The Company shall be entitled to sell any shares of a member of the Company or the shares
to which a person is entitled by virtue of transmission on death or bankruptcy or operation of law
if: (a) all cheques or warrants, not being less than three in number, for any sums payable in cash to
the holder of such shares have remained uncashed for a period of 12 years; (b) the Company has not
during that time or before the expiry of the three month period referred to in (d) below received any
indication of the whereabouts or existence of the member; (c) during the 12 year period, at least three
dividends in respect of the shares in question have become payable and no dividend during that
period has been claimed by the member; and (d) upon expiry of the 12 year period, the Company has
caused an advertisement to be published in the newspapers or subject to the Listing Rules, by
electronic communication in the manner in which notices may be served by the Company by
electronic means as provided in the Articles of Association, giving notice of its intention to sell such
shares and a period of three months has elapsed since such advertisement and the Stock Exchange
has been notified of such intention. The net proceeds of any such sale shall belong to the Company
and upon receipt by the Company of such net proceeds it shall become indebted to the former
member for an amount equal to such net proceeds.

SUMMARY OF CAYMAN COMPANIES ACT AND TAXATION
1 Introduction

The Companies Act is derived, to a large extent, from the older Companies Acts of England, although
there are significant differences between the Companies Act and the current Companies Act of England.
Set out below is a summary of certain provisions of the Companies Act, although this does not purport to
contain all applicable qualifications and exceptions or to be a complete review of all matters of corporate
law and taxation which may differ from equivalent provisions in jurisdictions with which interested parties
may be more familiar.

2 Incorporation

The Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 29 December 2018 under the Companies Act. As such, its operations must be conducted mainly
outside the Cayman Islands. The Company is required to file an annual return each year with the Registrar
of Companies of the Cayman Islands and pay a fee which is based on the size of its authorised share
capital.

3 Share Capital

The Companies Act permits a company to issue ordinary shares, preference shares, redeemable
shares or any combination thereof.

The Companies Act provides that where a company issues shares at a premium, whether for cash or
otherwise, a sum equal to the aggregate amount of the value of the premia on those shares shall be
transferred to an account called the “share premium account.” At the option of a company, these provisions
may not apply to premia on shares of that company allotted pursuant to any arrangement in consideration
of the acquisition or cancellation of shares in any other company and issued at a premium. The Companies
Act provides that the share premium account may be applied by a company, subject to the provisions, if
any, of its memorandum and articles of association, in such manner as the company may from time to time
determine including, but without limitation:

(a) paying distributions or dividends to members;
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(b) paying up unissued shares of the company to be issued to members as fully paid bonus shares;

(c) in the redemption and repurchase of shares (subject to the provisions of section 37 of the
Companies Act);

(d) writing-off the preliminary expenses of the company;

(e) writing-off the expenses of, or the commission paid or discount allowed on, any issue of shares
or debentures of the company; and

(f) providing for the premium payable on redemption or purchase of any shares or debentures of
the company.

No distribution or dividend may be paid to members out of the share premium account unless
immediately following the date on which the distribution or dividend is proposed to be paid the company
will be able to pay its debts as they fall due in the ordinary course of business.

The Companies Act provides that, subject to confirmation by the Grand Court of the Cayman Islands,
a company limited by shares or a company limited by guarantee and having a share capital may, if so
authorised by its articles of association, by special resolution reduce its share capital in any way.

Subject to the detailed provisions of the Companies Act, a company limited by shares or a company
limited by guarantee and having a share capital may, if so authorised by its articles of association, issue
shares which are to be redeemed or are liable to be redeemed at the option of the company or a shareholder.
In addition, such a company may, if authorised to do so by its articles of association, purchase its own
shares, including any redeemable shares. The manner of such a purchase must be authorised either by the
articles of association or by an ordinary resolution of the company. The articles of association may provide
that the manner of purchase may be determined by the directors of the company. At no time may a
company redeem or purchase its shares unless they are fully paid. A company may not redeem or purchase
any of its shares if, as a result of the redemption or purchase, there would no longer be any member of
the company holding shares. A payment out of capital by a company for the redemption or purchase of its
own shares is not lawful unless immediately following the date on which the payment is proposed to be
made, the company shall be able to pay its debts as they fall due in the ordinary course of business.

There is no statutory restriction in the Cayman Islands on the provision of financial assistance by a
company for the purchase of, or subscription for, its own or its holding company’s shares. Accordingly,
a company may provide financial assistance if the directors of the company consider, in discharging their
duties of care and to act in good faith, for a proper purpose and in the interests of the company, that such
assistance can properly be given. Such assistance should be on an arm’s-length basis.

4 Dividends and Distributions

With the exception of section 34 of the Companies Act, there are no statutory provisions relating to
the payment of dividends. Based upon English case law which is likely to be persuasive in the Cayman
Islands in this area, dividends may be paid only out of profits. In addition, section 34 of the Companies
Act permits, subject to a solvency test and the provisions, if any, of the company’s memorandum and
articles of association, the payment of dividends and distributions out of the share premium account (see
paragraph 3 above for details).
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5 Shareholders’ Suits

The Cayman Islands courts can be expected to follow English case law precedents. The rule in Foss
v. Harbottle (and the exceptions thereto which permit a minority shareholder to commence a class action
against or derivative actions in the name of the company to challenge (a) an act which is ultra vires the
company or illegal, (b) an act which constitutes a fraud against the minority where the wrongdoers are
themselves in control of the company, and (c) an action which requires a resolution with a qualified (or
special) majority which has not been obtained) has been applied and followed by the courts in the Cayman
Islands.

6 Protection of Minorities

In the case of a company (not being a bank) having a share capital divided into shares, the Grand
Court of the Cayman Islands may, on the application of members holding not less than one-fifth of the
shares of the company in issue, appoint an inspector to examine into the affairs of the company and to
report thereon in such manner as the Grand Court shall direct.

Any shareholder of a company may petition the Grand Court of the Cayman Islands which may make
a winding up order if the court is of the opinion that it is just and equitable that the company should be
wound up.

Claims against a company by its shareholders must, as a general rule, be based on the general laws
of contract or tort applicable in the Cayman Islands or their individual rights as shareholders as established
by the company’s memorandum and articles of association.

The English common law rule that the majority will not be permitted to commit a fraud on the
minority has been applied and followed by the courts of the Cayman Islands.

7 Disposal of Assets

The Companies Act contains no specific restrictions on the powers of directors to dispose of assets
of a company. As a matter of general law, in the exercise of those powers, the directors must discharge
their duties of care and to act in good faith, for a proper purpose and in the interests of the company.

8 Accounting and Auditing Requirements

The Companies Act requires that a company shall cause to be kept proper books of account with
respect to:

(a) all sums of money received and expended by the company and the matters in respect of which
the receipt and expenditure takes place;

(b) all sales and purchases of goods by the company; and

(c) the assets and liabilities of the company.

Proper books of account shall not be deemed to be kept if there are not kept such books as are
necessary to give a true and fair view of the state of the company’s affairs and to explain its transactions.
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9 Register of Members

An exempted company may, subject to the provisions of its articles of association, maintain its
principal register of members and any branch registers at such locations, whether within or without the
Cayman Islands, as its directors may from time to time think fit. There is no requirement under the
Companies Act for an exempted company to make any returns of members to the Registrar of Companies
of the Cayman Islands. The names and addresses of the members are, accordingly, not a matter of public
record and are not available for public inspection.

10 Inspection of Books and Records

Members of a company will have no general right under the Companies Act to inspect or obtain
copies of the register of members or corporate records of the company. They will, however, have such
rights as may be set out in the company’s articles of association.

11  Special Resolutions

The Companies Act provides that a resolution is a special resolution when it has been passed by a
majority of at least two-thirds of such members as, being entitled to do so, vote in person or, where proxies
are allowed, by proxy at a general meeting of which notice specifying the intention to propose the
resolution as a special resolution has been duly given, except that a company may in its articles of
association specify that the required majority shall be a number greater than two-thirds, and may
additionally so provide that such majority (being not less than two-thirds) may differ as between matters
required to be approved by a special resolution. Written resolutions signed by all the members entitled to
vote for the time being of the company may take effect as special resolutions if this is authorised by the
articles of association of the company.

12 Subsidiary Owning Shares in Parent

The Companies Act does not prohibit a Cayman Islands company acquiring and holding shares in its
parent company provided its objects so permit. The directors of any subsidiary making such acquisition
must discharge their duties of care and to act in good faith, for a proper purpose and in the interests of
the subsidiary.

13 Mergers and Consolidations

The Companies Act permits mergers and consolidations between Cayman Islands companies and
between Cayman Islands companies and non-Cayman Islands companies. For these purposes, (a) “merger”
means the merging of two or more constituent companies and the vesting of their undertaking, property
and liabilities in one of such companies as the surviving company, and (b) “consolidation” means the
combination of two or more constituent companies into a consolidated company and the vesting of the
undertaking, property and liabilities of such companies to the consolidated company. In order to effect
such a merger or consolidation, the directors of each constituent company must approve a written plan of
merger or consolidation, which must then be authorised by (a) a special resolution of each constituent
company and (b) such other authorisation, if any, as may be specified in such constituent company’s
articles of association. The written plan of merger or consolidation must be filed with the Registrar of
Companies of the Cayman Islands together with a declaration as to the solvency of the consolidated or
surviving company, a list of the assets and liabilities of each constituent company and an undertaking that
a copy of the certificate of merger or consolidation will be given to the members and creditors of each
constituent company and that notification of the merger or consolidation will be published in the Cayman
Islands Gazette. Dissenting shareholders have the right to be paid the fair value of their shares (which, if
not agreed between the parties, will be determined by the Cayman Islands court) if they follow the required
procedures, subject to certain exceptions. Court approval is not required for a merger or consolidation
which is effected in compliance with these statutory procedures.
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14 Reconstructions

There are statutory provisions which facilitate reconstructions and amalgamations approved by a
majority in number representing 75% in value of shareholders or creditors, depending on the
circumstances, as are present at a meeting called for such purpose and thereafter sanctioned by the Grand
Court of the Cayman Islands. Whilst a dissenting shareholder would have the right to express to the Grand
Court his view that the transaction for which approval is sought would not provide the shareholders with
a fair value for their shares, the Grand Court is unlikely to disapprove the transaction on that ground alone
in the absence of evidence of fraud or bad faith on behalf of management and if the transaction were
approved and consummated the dissenting shareholder would have no rights comparable to the appraisal
rights (i.e. the right to receive payment in cash for the judicially determined value of his shares) ordinarily
available, for example, to dissenting shareholders of United States corporations.

15 Take-overs

Where an offer is made by a company for the shares of another company and, within four months
of the offer, the holders of not less than 90% of the shares which are the subject of the offer accept, the
offeror may at any time within two months after the expiration of the said four months, by notice require
the dissenting shareholders to transfer their shares on the terms of the offer. A dissenting shareholder may
apply to the Grand Court of the Cayman Islands within one month of the notice objecting to the transfer.
The burden is on the dissenting shareholder to show that the Grand Court should exercise its discretion,
which it will be unlikely to do unless there is evidence of fraud or bad faith or collusion as between the
offeror and the holders of the shares who have accepted the offer as a means of unfairly forcing out
minority shareholders.

16 Indemnification

Cayman Islands law does not limit the extent to which a company’s articles of association may
provide for indemnification of officers and directors, except to the extent any such provision may be held
by the Cayman Islands courts to be contrary to public policy (e.g. for purporting to provide
indemnification against the consequences of committing a crime).

17 Liquidation

A company may be placed in liquidation compulsorily by an order of the court, or voluntarily (a) by
a special resolution of its members if the company is solvent, or (b) by an ordinary resolution of its
members if the company is insolvent. The liquidator’s duties are to collect the assets of the company
(including the amount (if any) due from the contributories (shareholders)), settle the list of creditors and
discharge the company’s liability to them, rateably if insufficient assets exist to discharge the liabilities
in full, and to settle the list of contributories and divide the surplus assets (if any) amongst them in
accordance with the rights attaching to the shares.

18 Stamp Duty on Transfers

No stamp duty is payable in the Cayman Islands on transfers of shares of Cayman Islands companies
except those which hold interests in land in the Cayman Islands.
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19 Taxation

Pursuant to section 6 of the Tax Concessions Act (2018 Revision) of the Cayman Islands, the
Company has obtained an undertaking from the Financial Secretary of the Cayman Islands:

(a) that no law which is enacted in the Cayman Islands imposing any tax to be levied on profits,
income, gains or appreciations shall apply to the Company or its operations; and

(b) in addition, that no tax to be levied on profits, income, gains or appreciations or which is in
the nature of estate duty or inheritance tax shall be payable:

(i) on or in respect of the shares, debentures or other obligations of the Company; or

(i) by way of the withholding in whole or in part of any relevant payment as defined in
section 6(3) of the Tax Concessions Act (2018 Revision).

The undertaking is for a period of twenty years from 4 December 2018.

The Cayman Islands currently levy no taxes on individuals or corporations based upon profits,
income, gains or appreciations and there is no taxation in the nature of inheritance tax or estate duty. There
are no other taxes likely to be material to the Company levied by the Government of the Cayman Islands
save certain stamp duties which may be applicable, from time to time, on certain instruments executed in
or brought within the jurisdiction of the Cayman Islands. The Cayman Islands are not party to any double
tax treaties that are applicable to any payments made by or to the Company.

20 Exchange Control
There are no exchange control regulations or currency restrictions in the Cayman Islands.
21 General

Maples and Calder (Hong Kong) LLP, the Company’s legal advisors on Cayman Islands law, have
sent to the Company a letter of advice summarising aspects of Cayman Islands company law. This letter,
together with a copy of the Companies Act, is available for inspection as referred to in the section headed
“Documents Delivered to the Registrar of Companies in Hong Kong and Available for Inspection” in
Appendix V. Any person wishing to have a detailed summary of Cayman Islands company law or advice
on the differences between it and the laws of any jurisdiction with which he/she is more familiar is
recommended to seek independent legal advice.
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A. FURTHER INFORMATION ABOUT OUR GROUP
1. Incorporation of Our Company

Our Company was incorporated under the laws of the Cayman Islands as an exempted company with
limited liability on November 29, 2018. Our registered office address is at PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands. As our Company was incorporated in the Cayman Islands, we
operate subject to the relevant laws of the Cayman Islands and the Memorandum and Articles of
Association. A summary of certain relevant provisions of its constitution and certain relevant aspects of
the Cayman Companies Act is set out in Appendix III of this document.

We have established a place of business in Hong Kong at Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, and were registered as a non-Hong Kong company under Part 16 of the Companies
Ordinance on January 29, 2019 under the same address. Mr. HUANG Kun has been appointed as the
authorized representative of our Company for the acceptance of service of process and notices on behalf
of our Company. The address for service of process is Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

As at the date of this document, our Company’s head office was located at 7/F, Building No. 7, KIC
Business Center, No. 500 Zhengli Road, Yangpu District, Shanghai, China.

2. Changes in the Share Capital of Our Company

As of the date of incorporation of our Company, our Company had an authorized share capital of
US$50,000.00, divided into 5,000,000 shares with par value of US$0.01 each. The following changes in
the share capital of our Company have taken place since our incorporation and up to the date of this
document:

(a) On November 29, 2018, immediately after its incorporation, one ordinary share with a par
value of US$0.01 was allotted and issued to its initial subscriber, Mapcal Limited, who on the
same day transferred the Share to CareCapital Orthotech Limited;

(b) On December 21, 2020, an aggregate of 999,999 ordinary shares with par value of US$0.01
each was issued and allotted to CareCapital Orthotech Limited; and an aggregate of 234,251,
117,204, 7,172, 3,956, 14,014, 41,427 and 57,128 ordinary shares was issued and allotted to
Sky Honour Enterprises Limited, Vast Luck Global Limited, Noble Affluent Limited, Macro
Synergy Limited, Ascend Benefit Limited, Novel Boom Limited and All Beautiful Limited,
respectively;

(¢) On December 31, 2020, an aggregate of 10,023 ordinary shares with par value of US$0.01 each
was issued and allotted to Wuxi Jinhe Venture Investment Co., Ltd.; and an aggregate of 2,322,
1,162, 139, 411 and 566 ordinary shares were issued and allotted to Sky Honour Enterprises
Limited, Vast Luck Global Limited, Ascend Benefit Limited, Novel Boom Limited and All
Beautiful Limited, respectively; and

(d) On [®], each share in our issued and unissued share capital was subdivided into 100 shares of
our Company with par value of US$0.0001 each, following which the authorized share capital
of our Company was US$50,000 divided into 500,000,000 Shares with par value of US$0.0001
each.

Immediately following the completion of the [REDACTED] and without taking into account any
Shares that may be issued upon exercise of the [REDACTED] and any options granted under the Share
Award Schemes, our issued Shares will be [REDACTED] Shares, all fully paid or credited as fully paid,
and [REDACTED] Shares will remain unissued.

Immediately following the completion of the [REDACTED] and assuming full exercise of the
[REDACTED] but without taking into account any Shares that may be issued upon exercise of any options
granted under the Share Award Schemes, our issued Shares will be [REDACTED] Shares, all fully paid
or credited as fully paid, and [REDACTED] Shares will remain unissued.
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Save as disclosed above and in this document, there has been no alteration in the share capital of our
Company during the two years preceding the date of this document.

3.  Written Resolutions of the Shareholders of Our Company Passed on [®]
Pursuant to the written resolutions passed by the Shareholders on [®]:

(a) each of our issued and unissued shares of US$0.01 par value was approved to be subdivided
into 100 Shares of our Company with par value of US$0.0001 each, such that the authorized
share capital of our Company was US$50,000 divided into 500,000,000 Shares with par value
of US$0.0001 each;

(b) conditional on (1) the [REDACTED] granting the [REDACTED] of, and permission to
[REDACTED], the [REDACTED] in issue and to be issued as mentioned in this document and
such grant and permission not having been subsequently revoked prior to the commencement
of [REDACTED], (2) the [REDACTED] being fixed on the [REDACTED] and
(3) the obligations of the [REDACTED] under the [REDACTED] becoming unconditional
and not being terminated in accordance with the terms therein (unless and to the extent such
conditions are validly waived on or before such dates and times as specified in the
[REDACTED]) or otherwise:

(i) the Memorandum and the Articles with effect upon the [REDACTED];

(ii) the [REDACTED] was approved and our Directors were authorized to allot and issue the
new Shares pursuant to the [REDACTED];

(iii) the granting of the [REDACTED] was approved; and

(iv) the proposed [REDACTED] was approved and our Directors were authorized to
implement the [REDACTED].

4. Our Subsidiaries

A summary of the corporate information and the particulars of our subsidiaries are set out in Note
1.2 to the Accountant’s Report set out in Appendix I to this document.

5.  Changes in the Share Capital of Our Subsidiaries

The following sets out changes in share capitals of subsidiaries of our Company during the two years
immediately preceding the date of this document:

(1) Wuxi EA

On December 17, 2020, Ningbo Meishan Bonded Port Area Zhaomin Investment Management
Partnership (Limited Partnership) (%= 1LARFLH 2 I EE MG E CEH R AH)), Ningbo
Meishan Bonded Port Area Yonghan Investment Management Partnership (Limited Partnership) (%
WAL AR [E KR G S S B A2ECE R G 1)), Ningbo Meishan Bonded Port Area Minggong
Investment Management Partnership (Limited Partnership) (5 A5 1L ARB1 s [ 44 Th % &5 # A % 4
H¥(HRE%)), Ningbo Meishan Bonded Port Area Jiemin Investment Management Partnership
(Limited Partnership) (ZEWAMILAABE RERIREEHEBLECEREY)), Ningbo Meishan
Bonded Port Area Junyu Investment Management Partnership (Limited Partnership) (%% 1L {RF{
s E S TFREEM B EEEREY)), Ningbo Meishan Bonded Port Area Fanjia Investment
Management Partnership (Limited Partnership) (Z£i 5 1LORFLHS @ LEREERGEAEARS
%)) and Ningbo Meishan Bonded Port Area Mingjia Investment Management Partnership (Limited
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Partnership) (A ILARBLHS R A4 MK EEMH S B LEGREY)) transferred their 3.5833%,
8.3628%, 2.0000%, 6.4800%, 4.3201%, 3.4269% and 4.0373% equity interests, respectively, in
Wuxi EA to CareCapital Orthotech. After the transfer, Wuxi EA is wholly owned by CareCapital
Orthotech.

On December 21, 2020, CareCapital Orthotech transferred 100% equity interests in Wuxi EA
held by it to our Company.

(2) Shanghai Tianzhi Dental Clinic Co., Ltd. (E/&X & OBEFIZEERA &)

On November 25, 2020, YANG Wenmi (#% %) transferred 30% equity interests in Shanghai
Tianzhi Dental Clinic Co., Ltd. held by her to LIU Xiaohui (2|BE). After the transfer, Shanghai

Tianzhi Dental Clinic Co., Ltd. was wholly owned as to 70% by Wuxi Fuchi Management Consulting
Co., Ltd. (458 & B 254 FR/AF]) and as to 30% by LIU Xiaohui.

Save as disclosed above, there have been no changes in the share capital of any of the subsidiaries
of our Company within two years immediately preceding the date of this document.

B. FURTHER INFORMATION ABOUT OUR BUSINESS
1. Summary of Material Contracts

The following contracts (not being contracts entered into in the ordinary course of business) were
entered into by our Company or its subsidiaries within the two years preceding the date of this document
and are or may be material:

(a) the share subscription agreement dated December 21, 2020 entered into between the Company
and Wuxi Jinhe Venture Investment Co., Ltd. (4554 RE|ZEFE A BR /A7), pursuant to which
Wuxi Jinhe agrees to purchase for and the Company agrees to sell an aggregate of 10,023
ordinary shares with par value of US$0.01 each of the Company at an aggregate consideration
of RMB39,720,000;

(b) the [REDACTED]; and

(c) the deed of non-competition dated [®] issued by the Controlling Shareholders relating to certain
non-competition undertakings in favor of the Company, details of which are set out in the
section headed “Relationship with Our Controlling Shareholders — Non-Competition
Undertaking” in this document.

2. Our Material Intellectual Property Rights

As of the Latest Practicable Date, we have registered the following intellectual property rights which
are material in relation to our business.
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(a) Trademarks

As of the Latest Practicable Date, we have registered the following trademarks which are material
to our business:

Registered Registration Place of
& Trademark Owner Class Number Registration Registration Date Expiry Date
1 EABHtERE Wuxi EA 9 12938132 PRC December 21, 2014 December 20, 2024
2 EABHtE{E Wuxi EA 10 12938170 PRC December 21, 2014  December 20, 2024
3 EARIftE{E Wuxi EA 35 12938150 PRC December 21, 2014 December 20, 2024
4 EABHtEE Wuxi EA 5 12938104 PRC March 28, 2015 March 27, 2025
5 EARItXRE Wuxi EA 44 12938042 PRC December 21, 2014 December 20, 2024
6 M ANGELALIGN Wuxi EA 35 12869850 PRC November 21, 2014  November 20, 2024
7 DANGEL ALIGN Wuxi EA 9 12869794 PRC December 14, 2014  December 13, 2024
8 S ANGELALIGN Wuxi EA 5 12869773 PRC April 7, 2015 April 6, 2025
9 SVANGEL ALIGN Wuxi EA 10 12869825 PRC December 14, 2014~ December 13, 2024
10 SANGELALIGN Wuxi EA 44 12869974 PRC December 14, 2014~ December 13, 2024
11 Sangapsreze - Wuxi EA 16 34768273 PRC December 7, 2019 December 6, 2029
12 Sangelapseze  Wuxi EA 17 34753915 PRC July 21, 2019 July 20, 2029
13 Sangelipmreze  Wuxi EA | 34747161 PRC August 28, 2019 August 27, 2029
14 ‘“sagupseze  Wuxi EA 40 34766902 PRC September 7, 2020 September 6, 2030
15 Sangelipsiexe  Wuxi EA 18 34759714 PRC September 7, 2020 September 6, 2030
16 Sangelipmreze  Wuxi EA 41 34757524 PRC September 7, 2020 September 6, 2030
17 Sangelipmrexe  Wuxi EA 10 34746302 PRC September 7, 2020 September 6, 2030
18 Sangelipsexe  Wuxi EA 9 34749302 PRC September 28, 2020 September 27, 2030
19 R A Wuxi EA 44 8313296 PRC October 7, 2011 October 6, 2021
20 IR A Wuxi EA 5 8313300 PRC June 7, 2011 June 6, 2021
21 % Wuxi EA 10 5377520 PRC May 14, 2009 May 13, 2019
22 ANGELALIGN Wuxi EA 44 7368017 PRC October 21, 2010 October 20, 2020
23 ANGELMIND  Wuxi EA 41 34756291 PRC July 14, 2019 July 13, 2029
24 ANGELMIND  Wuxi EA 9 34765779 PRC October 21, 2019 October 20, 2029
25 A ; Wuxi EA 44 35466488 PRC October 14, 2019 October 13, 2029
26 A ; Wuxi EA 5 35480027 PRC December 28, 2019 December 27, 2029
27 A ; Wuxi EA 10 35478222 PRC December 21, 2019  December 20, 2029
28 A ; Wuxi EA 35 35483196 PRC January 7, 2020 January 6, 2030
29 A ; Wuxi EA 40 35474592 PRC October 7, 2019 October 6, 2029
30 X’ Wuxi EA 10 35464949 PRC December 7, 2019 December 6, 2029
31 x’ Wuxi EA 44 35463706 PRC September 14, 2019 September 13, 2029
32 g vin  Wuxi EA 40 34760873 PRC October 21, 2019 October 20, 2029
R [l
33 X angalalgn KiD Wuxi EA 35 34749456 PRC December 7, 2019 December 6, 2029
4 s vio  Wuxi EA 10 34750976 PRC December 21, 2019 December 20, 2029
:o14e L &
35 S angelalign ro Wuxi EA 35 34757482 PRC December 7, 2019 December 6, 2029
8 X E
36 & angelalign Pro Wuxi EA 10 34765585 PRC May 14, 2020 May 13, 2030

R E EEE
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Registered Registration Place of

& Trademark Owner Class Number Registration Registration Date Expiry Date

37 X angelalign o Wuxi EA 40 34765288 PRC October 21, 2019 October 20, 2029
R

38 COMFOS  Beijing EA 35 26590542 PRC September 14, 2018 September 13, 2028

39 COmMFOS  Beijing EA 44 26597516 PRC September 14, 2018 September 13, 2028

40 l’/’f,l,;-”ttﬂl Shanghai EA 1 34759488 PRC September 14, 2019 September 13, 2029

41 ”)['IIZ/[,FI Shanghai EA 44 34770532 PRC September 14, 2019 September 13, 2029

42 'II)['I/Z/[ ~ Shanghai EA 9 34773362 PRC December 7, 2019 December 6, 2029

43 ”)['IIZ/[,FI Shanghai EA 10 34761374 PRC September 14, 2019 September 13, 2029

44 g Shanghai EA 10 34764808 PRC September 7, 2019 September 6, 2029
PURSE

45 R Shanghai EA 42 34747346 PRC September 7, 2019 September 6, 2029
U

46 R Shanghai EA 9 34751568 PRC November 28, 2019  November 27, 2029
PURSE

47 iOrtho Shanghai EA 35 34750523 PRC August 7, 2020 August 6, 2030

48 iOrtho Shanghai EA 38 34764914 PRC June 28, 2019 June 27, 2029

49 iOrtho Shanghai EA 41 34754045 PRC July 14, 2019 July 13, 2029

50 iOrtho Shanghai EA 44 34772709 PRC June 28, 2019 June 27, 2029

51 AngelButton  Shanghai EA 10 38698938 PRC March 7, 2020 March 6, 2030

52 AngelButton  Shanghai EA 40 38690234 PRC March 14, 2020 March 13, 2030

53 AngelButton  Shanghai EA 42 38697447 PRC March 7, 2020 March 6, 2030

54 AngelButton  Shanghai EA 44 38696633 PRC March 7, 2020 March 6, 2030

ster .

55 '(’_t‘::;,_‘,;tl Shanghai EA 10 34746904 PRC September 14, 2019 September 13, 2029
56 MOSYr GnchiiEA 17 34746953 PRC September 14, 2019 September 13, 2029
control anghai eptember 14, eptember 13,

57 MOSter g ehiiBA I 34763517 PRC September 14, 2019 September 13, 2029
control anghai eptember 14, eptember 13,

(b) Domain Names

As of the Latest Practicable Date, we have registered the following domain names which are material
to our business:

-1V-5 -

No. Domain Names Registrant Registration Date Expiry Date

1 ea-angel.cn Wuxi EA November 11, 2011 February 26, 2023
2 ea-angel.com.cn Wuxi EA November 11, 2011 February 26, 2023
3 shidaits.com.cn Wuxi EA February 20, 2012 April 1, 2023

4 comfosalign.net Wuxi EA December 19, 2018 December 19, 2021
5 comfosalign.com Wuxi EA January 24, 2017 January 24, 2023

6 comfosalign.com.cn Wuxi EA December 19, 2018 December 19, 2021
7 comfosalign.cn Wuxi EA December 19, 2018 December 19, 2021
8 angelalign.com.cn Wuxi EA December 19, 2018 December 19, 2021
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Domain Names Registrant Registration Date Expiry Date
comfos.cn Shanghai EA July 30, 2014 July 30, 2022
comfos.com.cn Shanghai EA July 30, 2014 July 30, 2022

shidaits.cn
angelaign.net
angelalign.com
51jiaozheng.com
51jiaozhi.com
angelalign.net
comfos.net
ea-angel.com
ea-angel.net
shidaits.com
shidaits.net

(¢c) Patents

Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA
Shanghai EA

April 1, 2010
May 7, 2016
May 7, 2016
February 25, 2011
February 25, 2011
May 7, 2016
July 30, 2014
February 26, 2010

November 11, 2011

April 1, 2010
February 20, 2012

April 1, 2023

May 8, 2022

May 8, 2022
November 23, 2023
November 23, 2023
May 8, 2022

July 30, 2022
February 26, 2023
February 26, 2023
April 1, 2023

April 1, 2023

As of the Latest Practicable Date, we have registered the following patents which are material to our

business:

No.

1

10

Registration Place of Grant
Patent Category Patentee Number Registration Date

Orthodontic device, accessory ~ Invention Wuxi EA  ZL201310227191.0 PRC January 22,
and manufacturing method 2019
CFsains: - MFAcE LR
A BRI I IE)

Orthodontic system suitable for Invention  Shanghai ~ ZL201410340024.1 PRC December
mixed dentition and its EA 24, 2019
manufacturing method (LFE
ARG I F 1A TR A

HEETE)

Composue orthodontic system Utility Shanghai ~ ZL201420622283.9 PRC October 24,
(BRI EIETRE 2 40) model  EA 2014

Dental instrument (FFHEH)  Utlity Wuxi EA  ZL201821371863.X  PRC July 19,

model 2019
Shell-shaped dental device and  Utility Wuxi EA ZL201821488698.6 PRC September
?qc:cessory FORA BB H  model 27, 2019
)
Traction buckle (75|41 Utility Wuxi EA  ZL1.201920780938.8  PRC April 7,
model 2020

Tooth load measurmg system  Utility Wuxi EA CN201820841746.9  PRC May 15,
(CFEZIWERS model 2020

Shell-shaped 0rth0dont1c Utility Wuxi EA ZL201921776358.8 PRC August 21,
appliance (FR AW IEREIE  model 2020
)

Shell-shaped orthodontic Utility Wuxi EA  ZL201922235583.7 PRC September
appliance and system for model 11, 2020
repositioning teeth (AR 7t
IEREAEIG 4 A ST IR 0 E (i
ERlIES )

Shell-shaped orthodontic Utility Wuxi EA ZL201921685369.5 PRC October 9,
appliance (FRA B ERER  model 2020
)

11 Shell-shaped dental instrument  Utility Wuxi EA CN202020144912.7  PRC October 16,
and traction structure (R4 model 2020
BEAIR S 25| K5H)

12 Shell-shaped dental instrument  Utility Wuxi EA CN202020144927.3  PRC October 16,
system and traction structure model 2020

(”ﬁﬂkﬁ‘ﬂ%&ffﬂ? ]

A
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Registration Place of Grant
No. Patent Category Patentee Number Registration Date
13 Shell-shaped dental instrument ~ Utility Wuxi EA  CN202020144914.6 PRC November
system (RO A BHE MR ST) model 17, 2020
14 Shell-shaped dental instrument ~ Utility Wuxi EA CN202020144910.8  PRC December 8,
(RARA B IK) model 2020

(d) Copyrights

As of the Latest Practicable Date, we have registered the following software copyrights which are
material to our business:

Registration Place of Registered Registration

No. Copyrights Version Number Registration Owner Date

' Huiyin digital restoration software (%8 V1.0 2017SR431520 PRC Wuxi EA August 8,
YeP LB eT 2017

2 Huiyin case management system software V1.0 2017SR431526 PRC Wuxi EA August 8,
(SR (B TR A1) 2017

3 Case data management system software 1.0 2017SR431515 PRC Wuxi EA August 8,
(P IBRE B R SM) 2017

4 Huiyin digital platform software 1.0 2017SR431517 PRC Wuxi EA August 8,
(ESRECPALF-B#T) 2017

5 Huiyin teeth segmentation software (&R V2.2 2017SR431518 PRC Wuxi EA August 8,
AEIE ) 2017

6 Huiyin digital segmentation software (1 V2.2 2017SRS576218 PRC Wuxi EA October 19,
RYFILMTHlE) 2017

7 Angelalign case management system (F§ 2.0 2016SR005571 PRC Wuxi EA January 8,
RRBERBIEHERL) 2016

8  Angelalign computerized orthodontic V5.3 2015SR073129 PRC Wuxi EA May 4, 2015

case assessment support and treatment
planning system software (FFfCK{#IE
Wt 5L B B 2 B R LI
9 Angelalign computerized orthodontic 1.0 2010SR037785 PRC Wuxi EA July 29, 2010
case assessment support and treatment
planning system (Rl 1E B 51 FHE
BB Bistat 2 4)

10 Angelalign orthodontic treatment V1.0 2014SR188643 PRC Shanghai EA  December 5,
planning software for kids (Rt K 2014
DN ERHET)

11 Angelalign orthodontic treatment V6.2 2014SR081793 PRC Shanghai EA  June 20, 2014
planning software (Reft K f 1 e IE W
LN

12 Orthodontic case management system (I V1.0 2020SR0590149  PRC Shanghai EA  June 9, 2020
WA ) 2R 55

13 Angelalign MasterForce platform wearing V20200524 2020SR1180920 PRC Shanghai EA  September 28,
force application simulation software 2020
(Rt K ffiMasterForce T~ & R iti /1 {5
HEf)

14 Angelalign MasterForce platform heating V20200524 2020SR1180005 PRC Shanghai EA  September 28,
simulation software 2020
(Rt K fiMasterForce - & N2 EL ik
)

15 Angelalign MasterForce platform sheet V20200524 2020SR1184590 PRC Shanghai EA  September 29,
simulation software (FFfLKff 2020

MasterForce T~ £ BEIE 0 L8 )
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Registration Place of Registered Registration
& Copyrights Version Number Registration Owner Date
16 Angelalign Masterforce platform cooling V20200524 2020SR1180307 PRC Shanghai EA  September 28,
and resilience simulation software (I 2020
K ffiMasterForce T & 13 Al [l &
HfF)

Save as aforesaid, as at the Latest Practicable Date, there were no other trade or service marks,
patents, designs, intellectual or industrial property rights which were material in relation to our Group’s
business.

C. FURTHER INFORMATION ABOUT OUR DIRECTORS AND SUBSTANTIAL
SHAREHOLDERS

1. Disclosure of Interests

(a) Interests of our Directors and the Chief Executive of Our Company

Immediately following the completion of the [REDACTED] as well as assuming the Share-
Subdivision is completed and without taking into account any Shares which may be issued pursuant to the
exercise of the [REDACTED] or any options granted under the Share Award Schemes, the interests or
short positions of our Directors and chief executive of our Company in the shares, underlying shares and
debentures of our Company or our associated corporations (within the meaning of Part XV of the SFO)
which will be required to be notified to our Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which they were taken or deemed to have
under such provisions of the SFO) or which will be required, pursuant to Section 352 of the SFO, to be
entered in the register referred to in that section, or which will be required, pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules,
to be notified to our Company and the Stock Exchange, once the Shares are [REDACTED], will be as
follows:

Approximate
Number of percentage of
Name of Director Nature of Interest Shares held” Interest™
Mr. FENG Dai® . .. .. Interest in a company controlled 100,000,000(L) [REDACTED]
Ms. LI Huamin® . ... Interest in a company controlled 23,657,300(L) [REDACTED]
Mr. CHEN Kai® ... Interest in a company controlled 11,836,600(L) [REDACTED]
Mr. HUANG Kun® .. Interest in a company controlled 717,200(L) [REDACTED]

The letter “L” denotes the person’s long position in the Shares.

() The calculation is based on the total number of [REDACTED] Shares in issue immediately after the [REDACTED]
(assuming that the Share Subdivision is completed and the [REDACTED] is not exercised and without taking into
account any Shares that may be issued upon exercise of any options granted under the Share Award Schemes).

(2) See “Substantial Shareholders” in this document for details.
3) See “Substantial Shareholders” in this document for details.
4) See “Substantial Shareholders” in this document for details.

%) Noble Affluent Limited is wholly-owned by Mr. HUANG Kun, and thus Mr. HUANG Kun is deemed to be interested
in all the shareholding of the Company held by Noble Affluent Limited.
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(b) Interests of the Substantial Shareholders

Approximate
percentage
of
Nature of Registered shareholding
Name of Shareholder Name of associated corporation interest Capital interest
Ningbo Wuling Guangzhou Xuhong Beneficial RMB1,285,710 30.0%
Investment Technology Co., Ltd. interest
LD e CROMBILBHEATIRA )
EHEBEEAR
BEND .
LIU Xiaohui........ Shanghai Tianzhi Dental Beneficial RMB900,000 30.0%
Clinic Co., Ltd. (F¥#R%E  interest
P2 A BR 2 )
Kitchining, Ian Smile Development Group  Beneficial = N/A 33.0%

David ........... interest

(nH) The general partner of Ningbo Wuling Investment Management LLP is LING Hongwang, an independent third party
except for his interests in Ningbo Wuling Investment Management LLP.

(2) LIU Xiaohui is an independent third party except for his interests in Shanghai Tianzhi Dental Clinic Co., Ltd.

3) Kitchining, Ian David is an independent third party except for his interests in Smile Development Group.

Save as disclosed in “Substantial Shareholders,” immediately following the completion of the
[REDACTED] and without taking into account any Shares which may be issued pursuant to the exercise
of the [REDACTED] or any options granted under the Share Award Schemes, our Directors or chief
executive are not aware of any other person (other than a Director or chief executive of our Company) who
will have an interest or short position in the Shares or the underlying Shares which would fall to be
disclosed to our Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or are, directly or indirectly, interested in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings of our Company or any of
our subsidiaries.

2. Directors’ Service Contracts and Letters of Appointment

Each of our executive Directors has entered into a service contract with our Company on [®], and
we have issued letters of appointment to each of our non-executive Directors and each of our independent
non-executive Directors on [®]. The service contracts with each of our executive Directors and the letters
of appointment with each of our non-executive Directors are for an initial fixed term of three years
commencing from the date of such agreement. The letters of appointment with each of our independent
non-executive Directors are for an initial fixed term of three years. The service contracts and the letters
of appointment are subject to termination in accordance with their respective terms. The service contracts
may be renewed in accordance with our Articles of Association and the applicable Listing Rules.

Save as disclosed above, none of our Directors has entered, or has proposed to enter, into a service
contract with any member of our Group (other than contracts expiring or determinable by the employer
within one year without the payment of compensation (other than statutory compensation)).

~IV-9 -
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3. Directors’ Remuneration

The aggregate remuneration (including fees, salaries, contributions to pension schemes, housing
allowances, share-based compensation and other allowances and benefits in kind and discretionary
bonuses) paid to our Directors for the years ended December 31, 2018 and 2019 and the nine months ended
September 30, 2020 were approximately RMB15.1million, RMB37.5million and RMB30.7million,
respectively.

Save as disclosed above, no other payments have been made or are payable, in respect of the years
ended December 31, 2018 and 2019 and the nine months ended September 30, 2020, by any of member
of our Group to any of our Directors.

Under the arrangements currently in force, we estimate the aggregate remuneration, excluding
discretionary bonus, of our Directors for the year ending December 31, 2021 to be approximately
RMB39.5 million.

4. Disclaimers
Save as disclosed in this document:

(a) none of our Directors nor any of the persons listed in “— E. Other Information — 5.
Qualification of Experts” below is interested in the promotion of, or in any assets which have
been, within the two years immediately preceding the issue of this document, acquired or
disposed of by or leased to any member of our Group, or are proposed to be acquired or
disposed of by or leased to any member of our Group;

(b) none of our Directors nor any of the persons listed in “— E. Other Information — 5.
Qualification of Experts” below is materially interested in any contract or arrangement with our
Group subsisting at the date of this document which is unusual in its nature or conditions or
which is significant in relation to the business of our Group as a whole;

(c) save in connection with [REDACTED], none of the persons listed in “— E. Other Information
— 5. Qualification of Experts” below has any shareholding in any member of our Group or the
right (whether legally enforceable or not) to subscribe for or to nominate persons to subscribe
for securities in any member of our Group;

(d) none of our Directors has entered or has proposed to enter into any service agreements with our
Company or any member of our Group (other than contracts expiring or determinable by the
employer within one year without payment of compensation other than statutory
compensation); and

(e) none of our Directors, their respective associates (as defined under the Listing Rules), or
Shareholders who are interested in more than 5% of the issued share capital of our Company
has any interest in our Company’s five largest customers and five largest suppliers.

-1v-10 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

D. SHARE AWARD SCHEMES
1. Share Award Scheme I

The following is a summary of the principal terms of Share Award Scheme I adopted on December
21, 2020, as amended on December 31, 2020. Share Award Scheme I is not subject to the provisions of
Chapter 17 of the Listing Rules as it does not involve the grant of options by our Company to subscribe
for new shares.

(a) Purposes

The purposes of Share Award Scheme I are (i) to motivate senior managers, core employees and other
participants through the establishment of an incentive mechanism for sharing interests and risks among
shareholders, senior managers and core employees; (ii) to provide such employees with the opportunity
to participate in the growth and profitability of our Group; and (iii) to attract and retain talented personnel
for the realization of the Group’s long-term development goals.

(b) Number of Shares

The aggregate number of shares for all the Awards (as defined below) pursuant to the Share Award
Scheme I is 19,069,300 Shares (after the Share Subdivision), subject to adjustment pursuant to paragraph
(i) below, representing approximately [REDACTED]% of the issued share capital of our Company
immediately prior to the completion of the [REDACTED] and approximately [REDACTED]% of the
issued share capital of our Company immediately following the completion of the [REDACTED]
(assuming no exercise of the [REDACTED] or any options granted under the Share Award Schemes).

As of the Latest Practicable Date, all the incentive Shares granted to the Participants (as defined
below) under the Share Award Scheme I were issued and are held by certain companies (the “ESOP
Entities”) beneficially owned by such Participants, including Sky Honour Enterprises Limited, Vast Luck
Global Limited, Ascend Benefit Limited, Novel Boom Limited and All Beautiful Limited. See “Our
History and Corporate Development” for more information of such entities.

(¢) Participants; Awards

The participants of Share Award Scheme I are senior management and core employees of the Group
(the “Participants”). Subject to laws, regulations, normative documents, agreements and the provisions of
the Articles of Association, the Participants shall be determined by the ESOP Committee in its sole
discretion with reference to the employee’s working performance, contribution to the Company and other
factors.

The Share Award Scheme I gives the Participants restricted share units as the awards (the “Awards”).
The incentive Shares for such Awards are held by certain holding companies incorporated in the BVI with
limited liability. After the Awards are granted, all the Participants will be the shareholders of such
allocated holding companies and indirectly beneficially own the incentive Shares based on the terms and
conditions set forth in the Share Award Scheme I.

(d) Administration

The Share Award Scheme I shall be subject to the administration of the Board or a committee or
person as authorized by the Board (the “ESOP Committee”). The ESOP Committee shall have the full
power to administrate the Share Award Scheme I, including, among others, approving, construing and
modifying the provisions of such scheme and determining or adjusting the grant and the cancellation of
Awards, the exercise conditions and other terms in relation to Awards granted thereto. The Board acts as
the ESOP Committee.
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Each of the sole director of the ESOP Entities, the board of directors or a committee or person as
authorized shall act as the administrator of each ESOP Entity (the “Administrator”). The Administrator
shall be generally determined and appointed by the Participants as shareholders of such ESOP Entities.
The Administrator shall be responsible for the management of incentive Shares held by the corresponding
ESOP Entities in accordance with the terms and conditions of Share Award Scheme I and the instructions
of ESOP Commiittee as set forth below. The Board acts as the ESOP Committee. The sole director of each
ESOP Entity has been appointed as the Administrator of each ESOP Entity.

(e) Rights and Restrictions attached to the Awards

The Awards are personal to each Participant and are not assignable or transferable. The Participants
shall not have the right in any way to sell, transfer, charge, mortgage, encumber or create any interest in
favor of any other person over or in relation to any Awards, except as otherwise pre-approved by the ESOP
Committee.

The incentive Shares and shares of the ESOP Entities beneficially owned by the Participants shall
be subject to certain lock-up periods as set forth in paragraph (f) below. Prior to the expiration of the
lock-up period, the Participants agree to authorize and proxy each Administrator to exercise all the rights
attached to the incentive Shares and shares of ESOP Entities in accordance with the instructions of ESOP
Committee, except for the right to receive economic benefits, the voting rights and the Administrator
determination rights, which shall be exercised and enjoyed by the Participants as shareholders of such
ESOP Entities and the beneficial owners of the incentive Shares. All proceeds from disposal of incentive
Shares, after deducting the necessary fees, taxes and unpaid capital contributions or debts, if any, shall be
distributed to the Participants.

Each Participant can exercise his or her right within a period of ten (10) years starting from the date
on which incentive Shares are granted. If Shares are listed after expiry of the lock-up period, the
Participants will dispose of and exercise all the rights attached to their incentive Shares in their own
discretion subject to compliance with, among others, applicable laws and regulations and stock exchange
rules.

(f) Vesting Condition

The incentive Shares shall be subject to a lock-up period commencing from the date of grant of the
Awards to the date that is the later of (i) expiry of the mandatory lock-up period under applicable laws and
regulations or (ii) the date of initial public offering of the Shares. During the vesting period, the
Participants shall not dispose or transfer any of the incentive Shares or shares of ESOP Entities, while the
Participants shall still have the rights to receive economic benefits, exercise the voting rights and
determine the Administrator.

Upon and after expiry of the lock-up period, in compliance with relevant laws, regulations and
regulatory documents, the disposal of Shares by each Participant shall be subject to certain further
restrictions: (1) within one year, the number of disposed Shares shall not exceed 50% of the total number
of incentive Shares held by him or her under the Share Award Scheme I; (2) within two years, the number
of disposed Shares shall not exceed 80% of the total number of incentive Shares held by him or her under
the Share Award Scheme I; and (3) after two years, all the incentive Shares held by him or her under the
Share Award Scheme I are free to be disposed of.
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(g) Capital Contributions

The consideration for the incentive Shares subscribed by the ESOP Entities are the nominal value,
which shall be jointly borne by and paid by the Participants. As of the Latest Practicable Date, all the
considerations for the incentive Shares under the Share Award Scheme I were fully paid by the
Participants.

(h) Lapse of Awards

During the vesting period, if the Participants cease to be eligible for any of the following reasons,
the Participants shall transfer all the shares of the ESOP Entities held by him/her and the corresponding
incentive Shares to a transferee designated by the ESOP Committee at the same consideration paid by
him/her: (1) expiry of employment, including termination of the contract and non-renewal of the contract,
(2) voluntary resignation, (3) inability for performing the employment contract, (4) layoff, (5) retirement
or illness and the selected person is unwilling to hold the Awards, and (6) death or incapacitation and the
beneficiary designated by the selected person refuses to inherit the Awards.

(i) Reorganization of Capital Structure

In the event of any alteration in the capital structure of the Company, such as capitalization issue,
rights issue, consolidation, sub-division and reduction of the share capital of the Company, Administrators
shall make equitable adjustments in the same proportion to the number of incentive Shares. When the
event of any material capital transactions has occurred, such as mergers, acquisitions and divisions, the
ESOP Committee has the power to make adjustments that it considers appropriate to the number of
incentive Shares.

(j)  Distributions
All proceeds from dividends or disposal of Shares, after deducting the necessary fees and taxes, shall
be distributed to the Participants. The Shares disposal plan, profit distribution plan and profit distribution

schedule shall be determined by the ESOP Committee in its sole discretion, based on the principle of
maximizing the shareholders’ interests.

(k) Duration

The Share Award Scheme I shall be valid and effective for a period of ten (10) years commencing
on the date of adoption of such scheme. After the [REDACTED], no new Awards shall be granted, except
that the outstanding Awards granted shall in all other respects remain in full force and effect.

(1) Interpretation or Amendment

The ESOP Committee has the right to make supplementary provisions. Any interpretation made by
the ESOP Committee shall be final and binding. Any alternation, amendment or termination to the Share
Award Scheme I shall be approved by ESOP Committee.
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(m) Details of the Awards granted

Details of the Awards granted under the Share Award Scheme I are set out below.

Approximate
percentage of
shareholding
immediately

Number of following the
Name of the incentive Shares completion of
Position held in our corresponding represented by the

Name of the Grantees Group ESOP Entity Awards™® [REDACTED]?®

Directors and Senior Management

Ms. LI Huamin ... Executive Director Sky Honour 10,843,900 [REDACTED]
and chief Enterprises Limited
executive officer

Mr. CHEN Kai ... Executive Director Vast Luck Global 6,436,100 [REDACTED]
and chief Limited
operating officer

Mr. TIAN Jie .... Chief medical Novel Boom 1,197,544 [REDACTED]
officer Limited

Mr. SONG Xin ... Chief commercial Ascend Benefit 196,830 [REDACTED]
officer Limited

Other Employees

21 employees .... N/A Novel Boom 394,926 [REDACTED]

Limited; All
Beautiful Limited

(nH) The numbers are after the Share Subdivision.

2) Assuming no exercise of the [REDACTED] and any options granted under the Share Award Schemes.

All the Awards granted under the Share Award Scheme I are fully vested and are subject to certain
lock-up and disposal restrictions set out in paragraph (f) above. No grant of Awards under the Share Award
Scheme I will cause any dilution of the shareholding of our Shareholders after the [REDACTED].

2. Share Award Scheme II

The following is a summary of the principal terms of Share Award Scheme II adopted on December
21, 2020, as amended on December 31, 2020. The Share Award Scheme II is not subject to the provisions
of Chapter 17 of the Listing Rules as it does not involve the grant of options by our Company to subscribe
for new shares.

(a) Purposes

The purposes of Share Award Scheme II are (i) to motivate senior managers, core employees and
other participants through the establishment of an incentive mechanism for sharing interests and risks
among shareholders, senior managers and core employees; (ii) to provide such employees with the
opportunity to participate in the growth and profitability of our Group; and (iii) to attract and retain
talented personnel for the realization of the Group’s long-term development goals.
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(b) Number of Shares

The aggregate number of Shares for all the Awards (as defined below) pursuant to the Share Award
Scheme II is 4,706,400 Shares (after the Share Subdivision), subject to adjustment pursuant to paragraph
(i) below, representing approximately [REDACTED]% of the issued share capital of our Company
immediately prior to the completion of the [REDACTED] and approximately [REDACTED]% of the
issued share capital of our Company immediately following the completion of the [REDACTED]
(assuming no exercise of the [REDACTED] or any options granted under the Share Award Schemes). No
grant of such Awards under the Share Award Scheme II will cause any dilution of the shareholding of our
Shareholders after the [REDACTED].

As of the Latest Practicable Date, all the incentive Shares granted to the Participants (as defined
below) under the Share Award Scheme II were issued and are held by certain companies (the “ESOP
Entities”) beneficially owned by such Participants, including Sky Honour Enterprises Limited, Vast Luck
Global Limited, Ascend Benefit Limited, Novel Boom Limited and All Beautiful Limited. See “Our
History and Corporate Development” for more information of such entities.

(¢) Participants; Awards

The participants (the “Participants”) to be granted with the Awards under the Share Award Scheme
II shall be determined by the ESOP Committee and shall: (1) be a senior manager, director of a department
or core employee of the Company or its subsidiaries; (2) have positive contribution to the Company with
outstanding working performance; and (3) be currently working for the Company or its subsidiaries with
a signed employment contract.

The Share Award Scheme II gives the Participants restricted share units as the awards (the
“Awards”). The incentive Shares for such Awards are held by certain holding companies incorporated in
the BVI with limited liability. After the Awards are granted, all the Participants will be the shareholders
of such allocated holding companies and indirectly beneficially own the incentive Shares based on the
terms and conditions set forth in the Share Award Scheme II.

(d) Administration

The Share Award Scheme II shall be subject to the administration of the Board or a committee or
person as authorized by the Board (the “ESOP Committee”). The ESOP Committee shall have the full
power to administrate the Share Award Scheme II, including, among others, approving, construing and
modifying the provisions of such scheme and determining or adjusting the grant and the cancellation of
Awards, the exercise conditions and other terms in relation to Awards granted thereto.

Each of the sole director of the ESOP Entities, the board of directors or a committee or person as
authorized shall act as the administrator of each ESOP Entity (the “Administrator”). The Administrator
shall be generally determined and appointed by the Participants as shareholders of such ESOP Entities.
The Administrator shall be responsible for the management of incentive Shares held by the corresponding
ESOP Entities in accordance with the terms and conditions of Share Award Scheme II and the instructions
of ESOP Committee as set forth below. The Board acts as the ESOP Committee. The sole director of each
ESOP Entity has been appointed as the Administrator of each ESOP Entity.

(e) Rights and Restrictions attached to the Awards

The Awards are personal to each Participant and are not assignable or transferable. The Participants
shall not have the right in any way to sell, transfer, charge, mortgage, encumber or create any interest in
favor of any other person over or in relation to any Awards, except as otherwise pre-approved by the ESOP

Committee.
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The incentive Shares and shares of ESOP Entities beneficially owned by the Participants shall be
subject to certain vesting conditions as set forth in paragraph (f) below. Prior to the vesting of the incentive
Shares, the Participants shall authorize and proxy each Administrator to exercise all the rights attached to
the incentive Shares and shares of ESOP Entities in accordance with the instructions of ESOP Committee,
except for the right to receive economic benefits, the voting rights and the Administrator determination
rights, which shall be exercised and enjoyed by the Participants as shareholders of such ESOP Entities and
the beneficial owners of the incentive Shares. All proceeds from disposal of incentive Shares, after
deducting the necessary fees, taxes and unpaid capital contributions or debts, if any, shall be distributed
to the Participants.

Each Participant can exercise his or her right within a period of ten (10) years starting from the date
on which incentive Shares are granted. If Shares are listed after expiry of the vesting period, the
Participants will dispose of and exercise all the rights attached to their incentive Shares in their own
discretion subject to compliance with, among others, applicable laws and regulations and stock exchange
rules.

(f) Vesting Condition

The Awards under Share Award Scheme II shall be subject to a vesting period of four (4) years
starting from the date of grant. Unless as otherwise indicated, the Participants shall remain to be employed
by the Group and shall not dispose of any incentive Shares of shares of the ESOP Entities held under the
Share Award Scheme II.

If the employment relationship between the Participants and the Group terminates within the first
three (3) years of the vesting period regardless of reasons, such Participants shall transfer all the shares
of ESOP Entities held by him/her and the beneficial interests in the corresponding incentive Shares to a
transferee designated by the ESOP Committee, at the same consideration payable or paid by him/her. If
the employment relationship between the Participants and the Group terminates in the last one (1) year of
the vesting period regardless of reasons, such Participants shall transfer 25% of shares held in holding
companies and the beneficial interests in the corresponding incentive Shares to a transferee designated by
ESOP Committee, at the same consideration payable or paid by him/her.

After expiry of the vesting period, if the Shares is not listed and the Participants intend to transfer
their shares in the ESOP Entities, such person shall file a written application to the ESOP Committee
within 20 business days after the end of the first quarter of the year. Such shares shall be transferred to
a transferee designated by the ESOP Committee at the consideration calculated based on formula in the
Share Award Scheme II.

(g) Capital Contributions

The consideration for the incentive Shares subscribed by the ESOP Entities are the nominal value,
which shall be jointly borne by and paid by the Participants. As of the Latest Practicable Date, all the
considerations for the incentive Shares under the Share Award Scheme II were fully paid by the
Participants.
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(h) Lapse of Awards

During the vesting period, if the Participants cease to be eligible for any of the following reasons,
the Participants shall transfer all the shares of the ESOP Entities held by him/her and the corresponding
incentive Shares to a transferee designated by the ESOP Committee at the same consideration paid by
him/her: (1) expiry of employment, including termination of the contract and non-renewal of the contract,
(2) voluntary resignation, (3) inability for performing the employment contract, (4) layoff, (5) retirement
or illness and the selected person is unwilling to hold the Awards, and (6) death or incapacitation and the
beneficiary designated by the selected person refuses to inherit the Awards.

(i) Reorganization of Capital Structure

In the event of any alteration in the capital structure of the Company, such as capitalization issue,
rights issue, consolidation, sub-division and reduction of the share capital of the Company, Administrators
shall make equitable adjustments in the same proportion to the number of incentive Shares.

When the event of any material capital transactions has occurred, such as mergers, acquisitions and
divisions, the ESOP Committee has the power to make adjustments that it considers appropriate to the
number of incentive Shares.

(j)  Distributions
All proceeds from dividends or disposal of Shares, after deducting the necessary fees and taxes, shall
be distributed to the Participants. The Shares disposal plan, profit distribution plan and profit distribution

schedule shall be determined by the ESOP Committee in its sole discretion, based on the principle of
maximizing the shareholders’ interests.

(k) Duration

The Share Award Scheme II shall be valid and effective for a period of ten (10) years commencing
on the date of adoption of such scheme. After the [REDACTED], no new Awards shall be granted, except
that the outstanding Awards granted shall in all other respects remain in full force and effect.

(1) Interpretation or Amendment

The ESOP Committee has the right to make supplementary provisions. Any interpretation made by
the ESOP Committee shall be final and binding. Any alternation, amendment or termination to the Share
Award Scheme II shall be approved by ESOP Committee.
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(m) Details of the Awards granted

Details of the Awards granted under the Share Award Scheme II are set out below.

Approximate
percentage of
shareholding
immediately
Number of following the
Name of the incentive Shares completion of
Position held in corresponding represented by the
Name of the Grantees our Group ESOP Entity Awards™® [REDACTED]?®
Directors and Senior Management
Mr. SONG Xin ... Chief commercial Ascend Benefit 744,911 [REDACTED]
officer Limited
Mr. LIU Yu...... Chief marketing Novel Boom 744,811 [REDACTED]
officer Limited
Mr. ZHU Guolin.. Chief financial Novel Boom 595,949 [REDACTED]
officer Limited

Other Employees

40 employees .... - Novel Boom 2,620,729 [REDACTED]
Limited; All
Beautiful Limited

(1) The numbers are after the Share Subdivision.

(2) Assuming no exercise of the [REDACTED] and any options granted under the Share Award Schemes.

All the Awards granted under the Share Award Scheme II shall vest on September 30, 2021, unless
the ESOP Committee shall otherwise determine and so notify the Participants pursuant to the Share Award
Scheme II. No grant of such Awards under the Share Award Scheme II will cause any dilution of the
shareholding of our Shareholders after the [REDACTED].

3. Share Award Scheme III

The following is a summary of the principal terms of Share Award Scheme III adopted on December
21, 2020, as amended on December 31, 2020 and January 26, 2021. Share Award Scheme III consists of
restricted share units pool (“Share Award Scheme III — Pool A”) and options pool (“Share Award Scheme
III — Pool B”), both of which are not subject to the provisions of Chapter 17 of the Listing Rules as no
options will be granted by our Company to subscribe for new shares after the [REDACTED].

Share Award Scheme III — Pool A
(a) Purposes

The purposes of Share Award Scheme III — Pool A are (i) to motivate senior managers, core
employees and other participants through the establishment of an incentive mechanism for sharing
interests and risks among shareholders, senior managers and core employees; (ii) to provide such

employees with the opportunity to participate in the growth and profitability of our Group; and (iii) to
attract and retain talented personnel for the realization of the Group’s long-term development goals.

-1v-18 -



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

APPENDIX IV STATUTORY AND GENERAL INFORMATION

(b) Number of Shares

The aggregate number of Shares for all the Awards (as defined below) pursuant to the Share Award
Scheme IIT — Pool A is 5,289,900 Shares (after the Share Subdivision), subject to adjustment pursuant to
paragraph (1) below, representing approximately [REDACTED]% of the issued share capital of our
Company immediately prior to the completion of the [REDACTED] and approximately [REDACTED]%
of the issued share capital of our Company immediately following the completion of the [REDACTED]
(assuming no exercise of the [REDACTED] or any options granted under the Share Award Schemes). No
grant of such Awards under the Share Award Scheme III — Pool A will cause any dilution of the
shareholding of our Shareholders after the [REDACTED].

As of the Latest Practicable Date, all the incentive Shares granted to the Participants (as defined
below) under the Share Award Scheme III — Pool A were issued and are held by certain companies (the
“ESOP Entities”) beneficially owned by such Participants including Sky Honour Enterprises Limited, Vast
Luck Global Limited, Ascend Benefit Limited, Novel Boom Limited and All Beautiful Limited. See “Our
History and Corporate Development” for more information of such entities.

(¢) Participants; Awards

The participants (the “Participants”) to be granted with Awards under the Share Award Scheme III
— Pool A shall be determined by the ESOP Committee and shall: (1) be a senior manager, director of a
department or core employee of the Company or its subsidiaries; (2) have positive contribution to the
Company with outstanding working performance; and (3) be currently working for the Company or its
subsidiaries with a signed employment contract.

The Share Award Scheme III — Pool A gives the Participants restricted share units as the awards (the
“Awards”). The incentive Shares for such Awards are held by certain holding companies incorporated in
the BVI with limited liability. After the Awards are granted, all the Participants will be the shareholders
of such allocated holding companies and indirectly beneficially own the incentive Shares based on the
terms and conditions set forth in the Share Award Scheme III — Pool A.

(d) Administration

The Share Award Scheme III — Pool A shall be subject to the administration of the Board or a
committee or person as authorized by the Board (the “ESOP Committee”). The ESOP Committee shall
have the full power to administrate the Share Award Scheme III — Pool A, including, among others,
approving, construing and modifying the provisions of such scheme and determining or adjusting the grant
and the cancellation of Awards, the exercise conditions and other terms in relation to Awards granted
thereto.

Each of the sole director of the ESOP Entities incentive Shares, the board of directors or a committee
or person as authorized shall act as the administrator of each ESOP Entity (the “Administrator’”). The
Administrator shall be generally determined and appointed by the Participants as shareholders of such
ESOP Entities. The Administrator shall be responsible for the management of incentive Shares held by the
corresponding ESOP Entities in accordance with the terms and conditions of Share Award Scheme III —
Pool A and the instructions of ESOP Committee as set forth below. The Board acts as the ESOP
Committee. The sole director of each ESOP Entity has been appointed as the Administrator of each ESOP
Entity.

(e) Rights and Restrictions attached to the Awards

The Awards are personal to each Participant and are not assignable or transferable. The Participants
shall not have the right in any way to sell, transfer, charge, mortgage, encumber or create any interest in
favor of any other person over or in relation to any Awards, except as otherwise pre-approved by the ESOP

Committee.
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The incentive Shares and shares of ESOP Entities beneficially owned by the Participants shall be
subject to certain vesting conditions as set forth in paragraph (f) below. Prior to the vesting of the incentive
Shares, the Participants shall authorize and proxy each Administrator to exercise all the rights attached to
the incentive Shares and shares of ESOP Entities in accordance with the instructions of ESOP Committee,
except for the right to receive economic benefits, the voting rights and the Administrator determination
rights, which shall be exercised and enjoyed by the Participants as shareholders of such ESOP Entities and
the beneficial owners of the incentive Shares. All proceeds from disposal of incentive Shares, after
deducting the necessary fees, taxes and unpaid capital contributions or debts, if any, shall be distributed
to the Participants.

Each Participant can exercise his or her right within a period of ten (10) years starting from the date
on which incentive Shares are granted. If Shares are listed after expiry of the vesting period, the
Participants will dispose of and exercise all the rights attached to their incentive Shares in their own
discretion subject to compliance with, among others, applicable laws and regulations and stock exchange
rules.

(f) Vesting Condition

The Awards under Share Award Scheme III — Pool A shall be subject to a vesting period of four (4)
years starting from the date of grant. Unless as otherwise indicated, the Participants shall remain to be
employed by the Group and shall not dispose of any incentive Shares or shares of the ESOP Entities held
under the Share Award Scheme III — Pool A. If the employment relationship between the Participants and
the Group terminates within the first three (3) years of the vesting period regardless of reasons, such
Participants shall transfer all the shares of ESOP Entities held by him/her and the beneficial interests in
the corresponding incentive Shares to a transferee designated by the ESOP Committee, at the same
consideration payable or paid by him/her. If the employment relationship between the Participants and the
Group terminates in the last one (1) year of the vesting period regardless of reasons, such Participants shall
transfer 25% of shares held in ESOP Entities and the beneficial interests in the corresponding incentive
Shares to a transferee designated by ESOP Committee, at the same consideration payable or paid by
him/her.

After expiry of the vesting period, if the Shares is not listed and the Participants intend to transfer
their shares in the ESOP Entities, such person shall file a written application to the ESOP Committee
within 20 business days after the end of the first quarter of the year. Such shares shall be transferred to
a transferee designated by the ESOP Committee at the consideration calculated based on formula in the
Share Award Scheme III — Pool A.

(g) Capital Contributions

The consideration for the incentive Shares subscribed by the ESOP Entities are the nominal value,
which shall be jointly borne by and paid by the Participants. As of the Latest Practicable Date, all the
considerations for the incentive Shares under the Share Award Scheme IIT — Pool A were fully paid by
the Participants.

(h) Lapse of Awards

During the vesting period, if the Participants cease to be eligible for any of the following reasons,
the Participants shall transfer all the shares of the ESOP Entities held by him/her and the corresponding
incentive Shares to a transferee designated by the ESOP Committee at the same consideration paid by
him/her: (1) expiry of employment, including termination of the contract and non-renewal of the contract,
(2) voluntary resignation, (3) inability for performing the employment contract, (4) layoff, (5) retirement
or illness and the selected person is unwilling to hold the Awards, and (6) death or incapacitation and the
beneficiary designated by the selected person refuses to inherit the Awards.
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(i)  Reorganization of Capital Structure

In the event of any alteration in the capital structure of the Company, such as capitalization issue,
rights issue, consolidation, sub-division and reduction of the share capital of the Company, Administrators
shall make equitable adjustments in the same proportion to the number of incentive Shares.

When the event of any material capital transactions has occurred, such as mergers, acquisitions and
divisions, the ESOP Committee has the power to make adjustments that it considers appropriate to the
number of incentive Shares.

(j)  Distributions

All proceeds from dividends or disposal of Shares, after deducting the necessary fees and taxes, shall
be distributed to the Participants. The Shares disposal plan, profit distribution plan and profit distribution
schedule shall be determined by the ESOP Committee in its sole discretion, based on the principle of
maximizing the shareholders’ interests.

(k) Duration

The Share Award Scheme III — Pool A shall be valid and effective for a period of ten (10) years
commencing on the date of adoption of such scheme. After the [REDACTED], no new Awards shall be
granted, except that the outstanding Awards granted shall in all other respects remain in full force and
effect.
(1) Interpretation or Amendment

The ESOP Committee has the right to make supplementary provisions. Any interpretation made by

the ESOP Committee shall be final and binding. Any alternation, amendment or termination to the Share
Award Scheme III — Pool A shall be approved by ESOP Committee.
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(m) Details of the Awards granted

Details of the Awards granted under the Share Award Scheme III — Pool A are set out below.

Name of the Grantees

Position held in
our Group

Name of the
corresponding
ESOP Entity

Number of
incentive Shares
represented by

Awards™®

Approximate
percentage of
shareholding
immediately
following the
completion of
the
[REDACTED]?®

Directors and Senior Management

Mr. CHEN Kai . ..
Mr. SONG Xin ...
Mr. TIAN lJie .. ..

Mr. ZHU Guolin . .

Other Employees
70 employees . . ..

(1) The numbers are after the Share Subdivision.

Executive Director
and chief operating
officer

Chief commercial
officer

Chief marketing
officer

Chief medical
officer

Chief financial
officer

Vast Luck Global
Limited

Ascend Benefit
Limited

Novel Boom
Limited

Novel Boom
Limited

Novel Boom
Limited

Novel Boom
Limited; All
Beautiful Limited

417,100 [REDACTED]

473,566

325,305

[REDACTED]

[REDACTED]

38,984 [REDACTED]

29,794

4,005,151

[REDACTED]

[REDACTED]

(2) Assuming no exercise of the [REDACTED] and any options granted under the Share Award Schemes.

For the Awards granted under the Share Award Scheme III — Pool A as of the Latest Practicable Date
to the respective individuals, they shall vest as follows, unless the ESOP Committee shall otherwise

determine and so notify the Participants pursuant to the Share Award Scheme IIT — Pool A.

(a) as to 75.5% of the Awards on September 30, 2021; and

(b) as to 24.5% of the Awards on September 30, 2023.

No grant of such Awards under the Share Award Scheme III — Pool A will cause any dilution of the
shareholding of our Shareholders after the [REDACTED].
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Share Award Scheme III — Pool B
(a) Purposes

The purposes of Share Award Scheme III — Pool B are to reward senior managers, core employees
and other participants who have contributed to the Group and to encourage such participants to work
towards enhancing the value of the Company and the Shares for the benefit of the Company and its
shareholders as a whole.

(b) Participants

The participants (the “Participants”) to be granted with options (“Options”) under the Share Award
Scheme IIT — Pool B shall be determined by the Board and shall be employees, executives, officers or
directors (including independent non-executive directors) of the Company or any of the subsidiaries of the
Group, any advisors, consultants, agents, suppliers, customers, distributors or such other persons who, in
the sole opinion of the Board, will contribute or have contributed to the Group.

(¢) Administration

The Share Award Scheme III — Pool B shall be subject to the administration of the Board, which shall
have the rights to determine, interpret or effectuate all the matters arising from or in relation to this scheme
and the decisions of which shall, save as otherwise provided in this scheme, be final and binding on all
parties to this scheme.

(d) Grant and acceptance of options

The Board shall, subject to and in accordance with the provisions of this scheme and the Listing
Rules, be entitled to, at any time on any business day during the Scheme Period set forth in paragraph (e)
below, grant an Option to any eligible Participant (“Grantee”) whom the Board may in its absolute
discretion select, based on such conditions as it may think fit, including, without limitation, any minimum
period for which an Option must be held before it can be exercised and/or any performance targets which
must be achieved before an Option can be exercised.

The acceptance period for an offer of an Option shall be 14 business days from the Offer Date.
(e) Scheme period
This scheme shall be valid and effective for a period (“Scheme Period”) commencing on the date of

adoption of the Scheme and ending on the earlier of the tenth anniversary or immediately upon the
[REDACTED] (both dates inclusive).

(f) Scheme limit

Unless further approval of the Board, the maximum number of Shares in respect of which Options
may be granted hereunder shall be the number of shares as determined and approved by the Board from
time to time (the “Scheme Limit”). As at the date (“Offer Date”) of offering any proposed Options, the
maximum number of Shares in respect of which Options may be granted is such number of Shares less the
aggregate of the following Shares as at that Offer Date: (a) the number of Shares which have been issued
and allotted pursuant to the exercise of any Options; and (b) the number of cancelled Shares.

(g) Exercise price

The exercise price shall be determined by the Board, at which a Grantee may subscribe for Shares
on the exercise of an Option, which shall set forth in the option agreement of such Option.
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(h) Exercise of Options

The Option may be exercisable during the period to be notified by the Board to each Grantee
provided that such period of time shall not exceed a period of ten years commencing on the date upon
which such Option is deemed to be granted and accepted.

An Option shall be exercised in whole or in part, by the Grantee by giving notice in writing to the
Company stating that the Option is thereby exercised and the number of Shares in respect of which it is
exercised. Each such notice must be accompanied by a remittance for the full amount of the exercise price
for the Shares in respect of which the notice is given. Within 10 business days after receipt of the notice
and the remittance and, where appropriate, receipt of certain certificate as the case may be in capital
restructuring event, the Company shall allot and issue the relevant number of Shares to the Grantee
credited as fully paid and issue to the Grantee certificates in respect of the Shares so allotted.

Subject as hereinafter provided and to any restrictions applicable under the applicable laws and
regulations, an Option may be exercised by a Grantee at any time or times during the exercise period
provided that:

(a) in the event of the Grantee ceasing to be an eligible Participant for any reason other than on
his/her death, ill-health, injury, disability or the termination of his/her relationship with the
Company and/or any of the subsidiaries on one or more of the grounds specified in the scheme,
the Grantee may exercise the Option up to his/her entitlement at the date of cessation of being
an eligible Participant (to the extent not already exercised) within the period of three month (or
such longer period as the Board may determine) following the date of such cessation (which
date shall be, in relation to a Grantee who is an eligible Participant by reason of his/her
employment with the Company or any of the subsidiaries, the last actual working day with the
Company or the relevant subsidiary whether salary is paid in lieu of notice or not);

(b) in the case of the Grantee ceasing to be an eligible Participant by reason of death, ill-health,
injury or disability (all evidenced to the satisfaction of the Board) and none of the events which
would be a ground for termination of his/her relationship with the Company and/or any of the
subsidiaries set forth in the scheme has occurred, the Grantee or the personal representative(s)
of the Grantee shall be entitled within a period of 12 months (or such longer period as the Board
may determine) from the date of cessation of being an eligible Participant or death to exercise
the Option in full (to the extent not already exercised);

(c) if a general offer (whether by way of takeover offer, share repurchase offer or scheme of
arrangement or otherwise in like manner) is made to all the holders of Shares (or all such
holders other than the offeror and/or any person controlled by the offeror and/or any person
acting in association or in concert with the offeror), the Company shall use its best endeavours
to procure that such offer is extended to all the Grantees (on the same terms mutatis mutandis,
and assuming that they shall become, by the exercise in full of the options granted to them,
shareholders of the Company). If such offer, having been approved in accordance with
applicable laws and regulatory requirements becomes, or is declared unconditional, the Grantee
(or his/her legal personal representative(s)) shall be entitled to exercise his/her option in full
(to the extent not already exercised) at any time within 14 days after the date on which such
general offer becomes or is declared unconditional;
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(d)

©)

if, pursuant to the companies law, a compromise or arrangement between the Company and its
members and/or creditors is proposed for the purposes of or in connection with a scheme for
the reconstruction of the Company or its amalgamation with any other company or companies,
the Company shall give notice thereof to all the Grantees (together with a notice of the
existence of the provisions of this paragraph) on the same day as it dispatches to members
and/or creditors of the Company a notice summoning the meeting to consider such a
compromise or arrangement, and thereupon each Grantee shall be entitled to exercise all or any
of his/her Options in whole or in part at any time prior to 12 noon (Hong Kong time) on the
business day immediately preceding the date of the meeting directed to be convened by the
relevant court for the purposes of considering such compromise or arrangement and if there are
more than one meeting for such purpose, the date of the first meeting. With effect from the date
of such meeting, the rights of all Grantees to exercise their respective Options shall forthwith
be suspended. Upon such compromise or arrangement becoming effective, all Options shall, to
the extent that they have not been exercised, lapse and determine. The Board shall endeavour
to procure that the Shares issued as a result of the exercise of Options in such circumstances
shall for the purposes of such compromise or arrangement form part of the issued share capital
of the Company on the effective date thereof and that such Shares shall in all respects be
subject to such compromise or arrangement. If for any reason such compromise or arrangement
is not approved by the relevant court (whether upon the terms presented to the relevant court
or upon any other terms as may be approved by such court) the rights of the Grantees to
exercise their respective Options shall with effect from the date of the making of the order by
the relevant court be restored in full) as if such compromise or arrangement had not been
proposed by the Company and no claim shall lie against the Company or any of its officers for
any loss or damage sustained by any Grantee as a result of the aforesaid suspension; and

in the event a notice is given by the Company to its members to convene a general meeting for
the purposes of considering, and if thought fit, approving a resolution to voluntarily wind-up
the Company, the Company shall on the same date as or soon after it dispatches such notice to
each member of the Company give notice thereof to all Grantees and thereupon, each Grantee
(or in the case of the death of the Grantee, his/her personal representative(s)) shall be entitled
to exercise all or any of his/her Options at any time not later than two Business Days prior to
the proposed general meeting of the Company by giving notice in writing to the Company,
accompanied by a remittance for the full amount of the aggregate exercise price for the Shares
in respect of which the notice is given, whereupon the Company shall as soon as possible and,
in any event, no later than the business day immediately prior to the date of the proposed
general meeting referred to above, allot the relevant Shares to the Grantee credited as fully paid
and register the grantee as holder thereof.

(i) Rights of Grantees

An Option shall be personal to the Grantee and shall not be assignable or transferable. No Grantee

shall in any way sell, transfer, charge, mortgage, encumber or create any interest whether legal or

beneficial in favor of any third party over or in relation to any Option held by him or any offer relating

to the grant of an Option made to him or attempt to do so (save that the Grantee may nominate a nominee
in whose name the Shares issued pursuant to this scheme may be registered). Any breach of the foregoing
shall entitle the Company to cancel any outstanding Options or any part thereof granted to such Grantee.
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(i) Ranking of shares

No dividends shall be payable in relation to Shares that are the subject of Options that have not been
exercised. The Shares to be allotted upon the exercise of an Option shall not carry voting rights until
completion of the registration of the Grantee (or such other person nominated by the Grantee) as the holder
thereof. Subject as aforesaid, the Shares to be allotted and issued upon the exercise of an Option shall be
subject to all the provisions of the Articles and shall rank pari passu in all respects with and shall have
the same voting, dividend, transfer and other rights, including those arising on liquidation of the Company
as attached to the fully-paid Shares in issue on the date of issue and rights in respect of any dividend or
other distributions paid or made on or after the date of issue. Shares issued on the exercise of an Option
shall not rank for any rights attaching to Shares by reference to a record date preceding the date of
allotment.

(k) Lapse of option

An Option shall lapse automatically and not be exercisable (to the extent not already exercised) on
the earliest of:

(f) The date of expiry of the Option as may be determined by the Board;

(g) the expiry of any of the periods referred to in paragraph (h)(a), (h)(b), (h)(c), (h)(d) or (h)(e);

(h) the date on which the scheme of arrangement of the Company referred to in paragraph (h)(d)
above becomes effective;

(i)  the date of commencement of the winding-up of the Company (as determined in accordance
with the Companies Law);

(j)  the date on which the Grantee ceases to be an eligible Participant by reason of the termination
of his/her relationship with the Company and/or any of its subsidiaries on any one or more of
the following grounds:

(i)  that he/she has been guilty of serious misconduct;

(ii) that he/she has been convicted of any criminal offence involving his/her integrity or
honesty or in relation to an employee of the Company and/or any of its subsidiaries; or

(iii) that he/she has become insolvent, bankrupt or has made arrangements or compositions
with his/her creditors generally.

A resolution of the Board or the board of directors of the relevant subsidiary to the effect that
the relationship of a Grantee has or has not been terminated on one or more of the grounds
specified in this paragraph shall be conclusive; and

(k) the date on which the Options are cancelled in accordance with paragraph (n) below.
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() Capital restructuring

In the event of any alteration in the capital structure of the Company whilst any Option may become
or remains exercisable, whether by way of capitalisation issue, rights issue, open offer (if there is a price
dilutive element), sub-division, consolidation of shares, or reduction of capital of the Company in
accordance with applicable laws and regulatory requirements whilst any Option remains exercisable, such
corresponding alterations (if any) shall be made (except on an issue of securities of the Company as
consideration in a transaction which shall not be regarded as a circumstance requiring alteration or
adjustment) in:

(a) the number of Shares subject to any Options already granted so far as unexercised and remain
exercisable; and/or

(b) the exercise price, as the Board shall at the request of the Company or any Grantee, certify in
writing either generally or as regards any particular Grantee, to be in their opinion fair and
reasonable, provided that any such alterations shall be made on the basis that a Grantee shall
have the same proportion of the equity capital of the Company as that to which he was entitled
to subscribe had he exercised all the Options held by him immediately before such alterations
and the aggregate Exercise Price payable by a Grantee on the full exercise of any Option shall
remain as nearly as possible the same as (but shall not be greater than) it was before such event
and that no such alterations shall be made if the effect of such alterations would be to enable
a Share to be issued at less than its nominal value. The capacity of the Board, as the case may
be, in this paragraph is that of experts and not arbitrators and their certificate shall, in the
absence of manifest error, be final and conclusive and binding on the Company and the
Grantees.

(m) Cancellation of options

Any cancellation of Options granted in accordance with this scheme but not exercised must be
approved by the Grantee concerned in writing. In the event that the Board elects to cancel any Options and
issue new ones to the same Grantee, the issue of such new Options may only be made with the available
unissued Options (excluding the canceled Options) within the Scheme Limit.

(n) Alteration and termination of this scheme

The terms and conditions of this Scheme and the regulations for the administration and operation of
this Scheme (provided that the same are not inconsistent with this Scheme) may be altered in any respect
by resolution of the Board except that any change of the Scheme Limit must be made with the prior
approval of the shareholders of the Company in general meeting at which any persons to whom or for
whose benefit the Shares may be issued under this Scheme and their respective affiliates shall abstain from
voting, provided that no alteration shall operate to affect adversely the terms of issue of any Option
granted or agreed to be granted prior to such alteration or to reduce the proportion of the equity capital
to which any person was entitled pursuant to such Option prior to such alteration except with: (i) the
consent in writing of Grantees holding in aggregate Options which if exercised in full on the date
immediately preceding that on which such consent is obtained would entitle them to the issue of
three-fourths in nominal value of all Shares which would fall to be issued upon the exercise of all Options
outstanding on that date; or (ii) the sanction of a Special Resolution.

Our Company by resolution in general meeting may at any time resolve to terminate the operation
of the this scheme and in such event no further Options shall be offered but the provisions of this Scheme
shall remain in force to the extent necessary to give effect to the exercise of any Option granted prior to
the termination or otherwise as may be required in accordance with the provisions of this scheme and
Options granted prior to such termination shall continue to be valid and exercisable in accordance with this
scheme.
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(o) Outstanding Options

As of the Latest Practicable Date, the Options outstanding under the Share Award Scheme III — Pool
B were options granted to Mr. ZHU Lingbo, our senior vice president and a joint company secretary, with
rights to subscribe for an aggregate of 300,000 new Shares (after the Share Subdivision) upon exercise of
such options, representing approximately [REDACTED]% of the issued share capital of our Company
immediately prior to the completion of the [REDACTED] and approximately [REDACTED]% of the
issued share capital of our Company immediately following the completion of the [REDACTED] (after
Share Subdivision and assuming no exercise of the [REDACTED] or any options granted under the Share
Award Schemes). Such Options were granted on October 9, 2020, and shall vest in the following schedule:
(1) 20% upon the [REDACTED] and (ii) each 20% on the last day of each year commencing from October
1, 2020. The exercise price of such Options was US$1.2 per Share (after the Share Subdivision). See
“Corporate Information” and “Directors and Senior Management” for more information.

No consideration is paid for grant of such Options. The Company will not grant additional Options
under the Share Award Scheme IIT — Pool B after the [REDACTED]. Assuming full vesting and exercise
of all options granted under the Share Award Scheme III — Pool B, the shareholding of our Shareholders
immediately following the completion of the [REDACTED] (assuming no exercise of the [REDACTED])
would be diluted by [REDACTED]%.

E. OTHER INFORMATION
1. Estate Duty

Our Directors have been advised that no material liability for estate duty is likely to fall on our
Company or any of our subsidiaries.

2.  Litigation

No member of our Group was engaged in any litigation or arbitration of material importance, and
no litigation or arbitration of material importance was known to our Directors to be pending or threatened
by or against our Group, that would have a material adverse effect on its business, financial condition or
results of operations.

3.  Joint Sponsors

The Joint Sponsors have made [REDACTED] on behalf of our Company to the [REDACTED] for
[REDACTED] of, and permission to [REDACTED] in issue, the [REDACTED] to be issued pursuant to
the [REDACTED] (including the additional Shares which may be issued pursuant to the exercise of the
[REDACTED] or any options granted under the Share Award Schemes), and the Shares to be issued
pursuant to the options under the Share Award Schemes. All necessary arrangements have been made to
enable such Shares to be admitted into CCASS.

Each of the Joint Sponsors satisfies the independence criteria applicable to sponsors set out in Rule
3A.07 of the Listing Rules. Please refer to “[REDACTED] — [REDACTED]” for details regarding the
independence of the Joint Sponsors.

The aggregate fees payable to the Joint Sponsors are US$1.0 million and are payable by our
Company.

4. No Material Adverse Change
Our Directors confirm that there has been no material adverse change in the financial or trading
position or prospects of our Group since September 30, 2020 (being the date on which the latest audited

combined financial statements of our Group was made up).
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5. Qualification of Experts

The following are the qualifications of the experts (as defined under the Listing Rules and the
Companies (Winding Up and Miscellaneous Provisions) Ordinance) who have given opinions or advice
which are contained in this document:

Name

Goldman Sachs (Asia) L.L.C.

Qualification

A corporation licensed to conduct Type 1
(dealing in securities), Type 4 (advising on

securities), Type 5 (advising on futures
contracts), Type 6 (advising on corporate
finance) and Type 9 (asset management)

regulated activities as defined under the SFO
A corporation licensed to conduct Type 1
(dealing in securities), Type 2 (dealing in futures
contracts), Type 4 (advising on securities), Type
5 (Advising on Futures Contracts) and Type 6
(advising on Corporate Finance) regulated
activities under the SFO

Certified Public Accountants under Professional
Accountants Ordinance (Cap. 50) and Registered
Public Interest Entity Auditor under Financial
Reporting Council Ordinance (Cap. 588)

China  International  Capital

Hong Kong Securities Limited

Corporation

PricewaterhouseCoopers

Han Kun Law Offices
Maples and Calder (Hong Kong) LLP

China Insights Industry Consultancy Limited

Legal advisors to our Company as to PRC law
Legal advisors to our Company as to Cayman
Islands laws

Industry consultant

Consents of Experts

Each of the experts as referred to in “E. Other Information — 5. Qualification of Experts” in this
Appendix has given and has not withdrawn their respective written consents to the issue of this document
with the inclusion of their reports and/or letters and/or opinion (as the case may be) and references to their
names included in the form and context in which they respectively appear.

None of the experts named above has any shareholding interests in our Company or any of our
subsidiaries or the right (whether legally enforceable or not) to subscribe for or to nominate persons to
subscribe for securities in our Company or any of our subsidiaries.

7. Promoter

Our Company has no promoter for the purpose of the Listing Rules. Save as disclosed in this
document, within the two years immediately preceding the date of this document, no cash, securities or
other benefit has been paid, allotted or given nor is any proposed to be paid, allotted or given to any
promoters in connection with the [REDACTED] and the related transactions described in this document.

8.  Preliminary Expenses

The preliminary expenses incurred by our Company were approximately US$6,000 and were fully
paid by us.
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9. Binding Effect

This document shall have the effect, if an application is made in pursuance of this document, of
rendering all persons concerned bound by all of the provisions (other than the penal provisions) of
Sections 44A and 44B of the Companies (Winding Up and Miscellaneous Provisions) Ordinance insofar
as applicable.

10. Bilingual Document

The English language and Chinese language versions of this document are being published
separately, in reliance upon the exemption provided by section 4 of the Companies (Exemption of
Companies and Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of Hong
Kong).

11. Miscellaneous
(a) Save as disclosed in this document:

(i)  within the two years immediately preceding the date of this document, neither we nor any
of our subsidiaries has issued or agreed to issue any share or loan capital fully or partly
paid up either for cash or for a consideration other than cash;

(ii) no share or loan capital of our Company or any of our subsidiaries is under option or is
agreed conditionally or unconditionally to be put under option;

(iii) within the two years immediately preceding the date of this document, no commissions,
discounts, brokerage or other special terms have been granted in connection with the issue
or sale of any shares or loan capital of any member of our Group;

(iv) within the two years immediately preceding the date of this document, no commission has
been paid or payable (except [REDACTED]) to any persons for subscription, agreeing to
subscribe, procuring subscription or agreeing to procure subscription of any shares of our
Company or any of our subsidiaries;

(v) no founder, management or deferred shares of our Company or any of our subsidiaries
have been issued or agreed to be issued; and

(vi) there is no arrangement under which future dividends are waived or agreed to be waived.
(b) Our Directors confirm that:

(i) since September 30, 2020 (being the date on which the latest audited combined financial
statements of our Group was made up), there has been no material adverse change in our
financial or trading position or prospects;

(ii) there has not been any interruption in the business of our Company which may have or
have had a material adverse effect on the financial position of our Company in the 12

months immediately preceding the date of this document; and

(iii) our Company has no outstanding convertible debt securities or debentures.
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1. DOCUMENTS DELIVERED TO THE REGISTRAR OF COMPANIES IN HONG KONG

The documents attached to a copy of this document and delivered to the Registrar of Companies in
Hong Kong for registration were:

(@)
(b)

(c)

a copy of [REDACTED];

copies of each of the material contracts referred to in “Statutory and General Information —
B. Further Information About Our Business — 1. Summary of Material Contracts” in Appendix
IV to this document; and

the written consents referred to in “Statutory and General Information — E. Other Information
— 6. Consents of Experts” in Appendix IV to this document.

2. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the office of Wilson Sonsini
Goodrich and Rosati, Suite 1509, 15/F, Jardine House, 1 Connaught Place, Central, Hong Kong during
normal business hours up to and including the date which is 14 days from the date of this document:

(@)
(b)

©

(d)

(e)

()

(2)

(h)

Q)
(k)

the Memorandum and Articles of Association;

the Accountant’s Report in respect of the historical financial information of our Group for the
two years ended December 31, 2019 and the nine months ended September 30, 2020 and the
report on the unaudited [REDACTED] financial information, from PricewaterhouseCoopers,
the texts of which are set out in Appendices I and II to this document, respectively;

the audited combined financial statements of our Group for the two years ended December 31,
2019 and the nine months ended September 30, 2020;

the legal opinions issued by Han Kun Law Offices, our PRC Legal Advisors, in respect of
certain aspects of our Group and the property interests of our Group;

the letter of advice prepared by Maples and Calder (Hong Kong) LLP, our Cayman legal
advisors, in respect of certain aspects of the Cayman Companies Act referred to in Appendix
III to this document;

the material contracts referred to in “Statutory and General Information — B. Further
Information About Our Business — 1. Summary of Material Contracts” in Appendix IV to this

document;

the written consents referred to in “Statutory and General Information — E. Other Information
— 6. Consents of Experts” in Appendix IV to this document;

service contracts and letters of appointment referred to in “Statutory and General Information
— C. Further Information about Our Directors and Substantial Shareholders — 2. Directors’

Service Contracts and Letters of Appointment” in Appendix IV to this document;

the rules of the Share Award Schemes and a full list of all the grantees who have been granted
the options under the Share Award Schemes;

the Cayman Companies Act; and
the CIC Report.
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