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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which a
higher investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded on the
Main Board and no assurance is given that there will be a liquid market in the securities traded
on GEM.




EXPECTED TIMETABLE

2016
(Note 1)
Expected Price Determination Date (Note 2) .. ...t Wednesday, 25 May
Announcement of the final Placing Price, the level of indication of interests and
the basis of allocation in the Placing to be published on our Company’s
website at www.MediNetGroup.com and the website of
the Stock Exchange at www.hkexnews.hk (Note 3) ......... ... .. ... .. ... ..... Monday, 30 May
Allotment of Placing Shares to placees
(or their designated person(s)) on or about . ..............iuiiiiiii.. Monday, 30 May
Despatch of share certificates for the Placing Shares
into CCASS on or about (Notes 4 and 5).......... ... .. Monday, 30 May

Dealings in the Shares on GEM to commence at 9:00 am. on ..................... Tuesday, 31 May

Notes:

1. All times and dates refer to Hong Kong local time and date. If there is any change to the above expected timetable, our
Company will make a separate announcement to inform investors accordingly. Details of the structure of the Placing,
including its conditions, are set out in the section headed “Structure and conditions of the Placing” in this prospectus.

2. The Price Determination Date is expected to be on Wednesday, 25 May 2016 or such later date as may be agreed between
the parties. If for whatever reason the Lead Manager (also in its capacity as the Underwriter) and our Company are unable
to reach an agreement on the Placing Price on the Price Determination Date or such other date as our Company and the
Lead Manager (also in its capacity as the Underwriter) may agree, the Placing will not proceed and will lapse immediately.

3. None of our Company’s website or any of the information contained in our Company’s website forms part of this
prospectus.

4. The share certificates are expected to be issued in the name of HKSCC Nominees Limited or in the name of the placee(s) or
their agent(s) as designated by the Underwriter. Share certificates for the Placing Shares to be distributed via CCASS are
expected to be deposited into CCASS on or about Monday, 30 May 2016 for credit to the respective CCASS Participant’s
stock accounts designated by the Underwriter, the placees or their agents, as the case may be. No temporary documents or
evidence of title will be issued.

5. Share certificates for the Placing Shares will only become valid certificates of title at 8:00 a.m. (Hong Kong time) on the

Listing Date (such date is currently expected to be on Tuesday, 31 May 2016) provided that (i) the Placing becomes
unconditional in all respects and (ii) the right of termination as described in the section headed “Underwriting — Grounds
for termination” in this prospectus has not been exercised thereto and has lapsed.

Pursuant to the force majeure provisions contained in the Underwriting Agreement in respect
of the Placing, the Lead Manager (also in its capacity as the Underwriter) has the right in certain
circumstances, subject to its sole and absolute opinion, to terminate the obligations of the
Underwriter under the Underwriting Agreement at any time prior to 8:00 a.m. (Hong Kong time)
on the Listing Date (which is currently expected to be on Tuesday, 31 May 2016). Further details
of the terms of the force majeure provisions are set out in the section headed “Underwriting —
Grounds for termination” in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
this is a summary, it does not contain all the information that may be important to you. You should
read this prospectus in its entirety before you decide to invest in the Placing Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Placing Shares are set out in the section headed “Risk factors’ in this prospectus. You should read
that section carefully before you decide to invest in the Placing Shares.

Various expressions used in this summary are defined in the section headed “Definitions and
glossary” in this prospectus.

BUSINESS OVERVIEW

We are principally engaged in the provision of corporate medical and dental solutions to our
Contract Customers (which mainly comprise insurance companies and corporations in terms of revenue)
through the design and administration of tailored medical and/or dental benefits plans for the Contract
Customers and the provision of different combinations of medical and/or dental services through the
MediNet Network to the Plan Members (including members and employees of our Contract Customers),
as well as the operation of our MediNet Centres and Dental Clinics offering services to both Plan
Members and Self-paid Patients (which generally refer to patients who visit our MediNet Centres and/or
Dental Clinics and pay out of their own expenses).

As at the Latest Practicable Date, our MediNet Network comprises:

(i) our two MediNet Centres located in Central and Tsim Sha Tsui respectively which are
operated by our Group and at which our MediNet Doctors offer a range of medical services
(mainly including general practitioner consultation services, immunization services, health
assessment such as body check and female check-up services, and men’s health treatments
such as sexual dysfunction evaluation and treatments, sexually transmitted diseases diagnosis
and treatments and genetic tests) to both Plan Members (subject to the scope of coverage of
different medical benefits plans which, in particular, generally do not cover men’s health
treatments) and Self-paid Patients;

(i1) our five Dental Clinics located in Causeway Bay, Central, Kwun Tong, Mong Kok and Tsim
Sha Tsui respectively which are operated by us and at which our Dentists and Dental
Hygienists offer a range of dental services (mainly including primary dental care such as
scaling and polishing, fillings, intra-oral X-rays, routine oral examination, and education and
preventive advice, as well as secondary dental care such as teeth restoration, dentures, oral
surgery, orthodontics, implants and teeth whitening) to both Plan Members (subject to the
scope of coverage of different dental benefits plans which, in particular, generally do not
cover secondary dental care services) and Self-paid Patients;
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(iii) 391 Affiliated Doctors working at 361 Affiliated Clinics across different locations in Hong

(iv)

Kong which are not operated by our Group but which agree to provide various medical
services (mainly including general practitioner consultation services as well as specialist
services covering 17 specialties) to the Plan Members by Affiliated Doctors who charge us
for such services provided to the Plan Members; and

62 professionals working at 42 Affiliated Auxiliary Services Providers across different
locations in Hong Kong which are not operated by our Group but which agree to provide
various auxiliary services (mainly including physiotherapy, traditional Chinese medicine,
health assessment and diagnostic X-ray and laboratory tests) to the Plan Members and which
charge us for such services provided to the Plan Members.

The following table sets forth a breakdown of our revenue during the Track Record Period by type

of services provided and by type of customers:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 % HK$'000 % HK$'000 % HK$°000 %
(unaudited)

Medical solutions to Contract

Customers 49,344 63.7 48,313 55.6 34987 579 38,818  57.6
Medical services to

Self-paid Patients 9,013 11.6 13,142 15.1 9,200 15.2 10,895  16.2
Dental solutions to Contract

Customers 6,431 8.3 7,194 8.3 4,680 N 5,441 8.1
Dental services to

Self-paid Patients 12,732 164 18,284  21.0 11,570  19.2 12,179 18.1

77,520 100.0 86,933 100.0 60,437 100.0 67,333 _100.0

Revenue from the provision of medical solutions to Contract Customers is mainly derived from

two types of contracts with different pricing models:

(1)

2)

Annual retainer model. Under the annual retainer model, our Contract Customers would
generally pay us in advance a fixed amount of annual fee per Plan Member. In return, each
Plan Member would generally be entitled to certain amount of medical services free of charge
or at specified prices with or without co-payments during the year from all or selected
Doctors and Affiliated Auxiliary Services Providers across the MediNet Network.

Fee-for-service model. Under the fee-for-service model, we would generally charge our
Contract Customers only when a Plan Member receives medical service through our MediNet
Network. The amount that we charge our Contract Customers is generally determined based
on a fee scale pre-agreed between us and the Contract Customers for each type of medical
service to which the Plan Members are entitled.
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Revenue from the provision of dental solutions to Contract Customers is generally derived from
annual retainer contracts, where our Contract Customers would generally pay us in advance a fixed
amount of annual fee per Plan Member and in return, each Plan Member would generally be entitled to
certain amount of dental services free of charge or at specified prices with or without co-payments
during the year through our Dental Clinics.

Revenue from the provision of medical and dental services to Self-paid Patients represents revenue
derived from the rendering of medical and dental services at our MediNet Centres and Dental Clinics to
Self-paid Patients (which generally refer to patients who visit our MediNet Centres and Dental Clinics
and who pay out of their own expenses, such as walk-in patients as well as Plan Members who pay for a
portion or the entire amount of fees incurred for the services received that do not fall within the scope
of the relevant benefits plans or that require co-payment). Our MediNet Centres and Dental Clinics
accept payments from Self-paid Patients by cash or credit card (and, in certain cases, EPS), with an
option of credit card payment by installments available for certain types of relatively expensive dental
treatments.

The following table sets forth a breakdown of our revenue derived from Contract Customers by
annual retainer model and fee-for-service model:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$000 %  HK$000 %  HK$'000 %
(unaudited)

Medical solutions to Contract

Customers
— Annual retainer model 13,826 24.8 13,348  24.0 8,822 222 13,558  30.6
— Fee-for-service model 35,518  63.7 34,965  63.0 26,165  66.0 25,260  57.1
Sub-total 49344  88.5 48313  87.0 34,987  88.2 38,818  87.7
Dental solutions to Contract

Customers
— Annual retainer model 6,431 11.5 7,194  13.0 4680 11.8 5,441 12.3
Total 55,775 100.0 55,507  100.0 39,667 100.0 44,259 100.0

An annual retainer model means that we will enjoy a fixed income (i.e. the fixed amount of annual
fee per Plan Member) but face the risk of an uncertain variable cost (which depends on the future usage
of medical/dental services by the Plan Members through our MediNet Network during the following
year). For further information in relation to such risk, please refer to the section “Risk factors — Annual
retainer contracts entered into between us and certain Contract Customers expose us to the risk of
uncertain or even negative profit margin due to uncertain variable costs’ in this prospectus. Under the
annual retainer model, our pricing in respect of the amount of annual fee per Plan Member is determined
on a case-by-case basis based on our estimation of the costs that will be incurred by us having regard to
a number of factors including (i) the scope of medical and/or dental services covered by the relevant
medical/dental benefits plans; (ii) the number of points of services within our MediNet Network to
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which the Plan Members are entitled to have access; (iii) the amount of co-payment, if any, agreed to be
borne by the Plan Members; and (iv) the actual data retained by us in respect of the historical usage of
medical/dental services by different Plan Members through our MediNet Network.

Depending on our agreements with different Contract Customers, Plan Members may have access
to all or selected points of services across our MediNet Network. Typically, in respect of medical
solutions Contract Customers, Plan Members may have access to some or all of our MediNet Centres,
Affiliated Clinics and Affiliated Auxiliary Services Providers; while in respect of dental solutions
Contract Customers, Plan Members normally have access to all of our Dental Clinics (and there were no
affiliated dental service providers under our MediNet Network for the provision of dental services to
Plan Members during the Track Record Period and up to the Latest Practicable Date). The following
table sets forth a breakdown of our revenue derived from Contract Customers under fee-for-service
contracts by types of points of services from which Plan Members received the relevant services (while
a similar breakdown of revenue derived from Contract Customers under annual retainer contracts is not
practicable as the relevant fees are generally payable by Contract Customers to us upfront irrespective of
whether any Plan Members eventually utilise any services through our MediNet Network):

Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 % HK$’000 % HK$’000 % HK$’000 %
(unaudited)

Fee-for-service revenue
— MediNet Centres 1,973 5.6 2,062 5.9 1,665 6.4 1,829 7.2
— Affiliated Clinics and
Affiliated Auxiliary
Services Providers 33,545 944 32,903  94.1 24,500 93.6 23,431 92.8

35,518 100.0 34,965 100.0 26,165 100.0 25,260 100.0

During the Track Record Period, the overall retention rates of (i) the Group’s professional staff
were 73.5%, 82.4% and 65.7%; and (ii) Affiliated Doctors and professionals working at Affiliated
Auxiliary Services Providers were 95.9%, 92.3% and 96.2%; while the overall turnover rates of (i) the
Group’s professional staff were 26.5%, 17.6% and 34.3%; and (ii) Affiliated Doctors and professionals
working at Affiliated Auxiliary Services Providers were 4.1%, 7.7% and 3.8% for FY2013/14, FY2014/
15 and the nine-month period ended 31 December 2015, respectively. For details of the material terms
of agreements with Affiliated Doctors and Affiliated Auxiliary Services Providers, please refer to the
section “Business — Suppliers — Affiliated Doctors and Affiliated Auxiliary Services Providers” in this
prospectus.

Our costs of operations mainly include, among others, (i) fees to Affiliated Doctors and Affiliated
Auxiliary Services Providers for services provided by them to Plan Members; (ii) costs of our medical
and dental professional staff, including our MediNet Doctors, Dentists, Dental Hygienists and other
professional staff working at our MediNet Centres and Dental Clinics; (iii) staff costs for our
management, administrative and other back-office staff; (iv) rental expenses for our various leased
premises which are used as our head office as well as our MediNet Centres and Dental Clinics; and (v)
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costs of medical and dental supplies such as drugs and medicine and other consumables for use in the
provision of services to both Plan Members and Self-paid Patients at our MediNet Centres and Dental
Clinics.

We have an operating history of over 20 years in Hong Kong. As at the Latest Practicable Date,
we had ten Dentists and three Dental Hygienists providing dental services at our five Dental Clinics, as
well as three MediNet Doctors providing medical services at our two MediNet Centres.

BUSINESS DEVELOPMENT

During the Track Record Period, our new businesses from Contract Customers were generally
obtained through direct approach by the Contract Customers to us, which is considered by our Directors
to be attributable to our well-established presence and reputation in the corporate medical and dental
solutions industries in Hong Kong. In addition, we maintain relationships with our existing Contract
Customers and attract them to renew contracts with us by ensuring and continuously enhancing the
quality of our services, maintaining our reputation in the industry, and liaising with existing and
potential customers from time to time for relationship building and management. We also perform other
business development activities such as maintaining our corporate websites which contain health related
information, and the distribution of MediNet Network directory pamphlets to our Contract Customers
which contain updated information regarding our MediNet Network. During the Track Record Period,
we also engaged or cooperated with certain external websites operators for the display of information
relating to our health assessment services offered through our MediNet Centres on their websites. In
addition, we also provided brochures and pamphlets in our MediNet Centres and Dental Clinics which
contained health related information.

COMPETITIVE LANDSCAPE AND OUR COMPETITIVE STRENGTHS

According to the Ipsos Report, there were approximately 16 corporate medical solutions providers
in Hong Kong as of 2014. The three largest corporate medical solutions providers in Hong Kong in
2014 together accounted for approximately 75.2% of the total revenue of the Hong Kong corporate
medical solutions industry in 2014. Our Group ranked fourth, sharing approximately 2.5% of the total
revenue of the provision of corporate medical solutions in Hong Kong. In addition, there were
approximately 4,260 private medical clinics in Hong Kong in 2014 and, based on the total revenue of
the private outpatient medical industry in Hong Kong of approximately HK$25.3 billion in 2014 and our
revenue from the provision of medical services to Self-paid Patients of approximately HK$13.1 million
for FY2014/15, our market share in the private outpatient medical services industry in Hong Kong was
approximately 0.05%. Furthermore, there were approximately 1,480 private dental clinics in Hong Kong
in 2014 and, based on the total revenue of the private dental services industry in Hong Kong of
approximately HK$4,929.9 million in 2014 and our revenue from the provision of dental services to
Self-paid Patients of approximately HK$18.3 million for FY2014/15, our market share in the private
dental services industry in Hong Kong was approximately 0.37%. For further information regarding the
competitive landscape of the industry in which we operate, please refer to the section ‘““‘Industry
overview” in this prospectus.

We believe that our competitive strengths include: (i) our well-established presence in the
corporate medical solutions industry in Hong Kong and well-established MediNet Network; (ii) our
long-term rapport with major customers and suppliers; and (iii) our experienced and dedicated
management team.
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BUSINESS STRATEGIES

We intend to pursue the following business strategies: (i) expanding the operation of our MediNet
Centre and Dental Clinic in Central and our Dental Clinic in Tsim Sha Tsui by leasing and relocating to
suitable and larger premises in the respective same districts; (ii) purchasing a property for our operation
of Dental Clinic in Causeway Bay to reduce our rental expenses; and (iii) expanding our MediNet
Network by increasing the number of Affiliated Clinics and Affiliated Auxiliary Services Providers
under our MediNet Network and broadening the range of auxiliary services coverage in the relevant
corporate medical benefits plans for our Contract Customers.

RISK FACTORS

Potential investors are advised to carefully read the entire section “Risk factors” in this prospectus
before making any investment decisions on the Placing Shares. Some of the more particular risks
relating to our business include: (i) our business of provision of corporate medical and dental solutions
to Contract Customers is dependent on our ability to maintain our MediNet Network; (ii) Doctors,
Dentists and other professionals in our MediNet Network, together with our Group, could become the
subject of claims, complaints, regulatory or professional investigations arising from medical or dental
disputes or malpractice allegations brought by customers, which may harm our Group’s business, results
of operations, financial condition, brand and reputation; (iii) sub-standard services provided by, or
misconduct of, our Affiliated Doctors and Affiliated Auxiliary Services Providers may adversely affect
our reputation, operations and profitability; (iv) our business operation is subject to extensive
Government regulations and any failure to comply with such regulations could result in penalties; (v)
annual retainer contracts entered into between us and certain Contract Customers expose us to the risk of
uncertain or even negative profit margin due to uncertain variable costs; (vi) Contract Customers have
no obligation to renew existing contracts with us upon contract expiry and Self-paid Patients have no
obligation to continue to opt for our services, and any deterioration in the relationships with our
customers could have a material adverse effect on our business, results of operations and financial
condition; (vii) we have limitations in promoting our business of MediNet Centres and Dental Clinics
operations; and (viii) the performance of our Group depends on our ability to retain and attract skilled
and qualified medical and dental professionals.
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KEY OPERATIONAL AND FINANCIAL DATA
The following tables set forth our key operational and financial data during the Track Record
Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 HK$’000 HK$’000 HK$’000
(unaudited)
Results of operations
Revenue 77,520 86,933 60,437 67,333
Profit (loss) before taxation 6,800 12,736 5,795 (2,347)
Profit (loss) for the year/period 5,542 10,549 4,717 (3,976)
Cash flows
Operating cash flows before movements in
working capital 10,726 16,258 8,472 597
Net cash generated from (used in) operating
activities 4,830 14,125 8,659 (2,300)
Net cash (used in) generated from
investment activities (2,453) (5,365) (3,381) 15,878
Net cash generated from (used in) financing
activities 5,648 (7,450) (5,912) (3,963)
As at As at As at
31 March 31 March 31 December
2014 2015 2015
HK$’000 HK$’000 HK$°000
Financial position
Non-current assets 93,102 86,429 3,237
Current assets 25,843 46,645 38,993
Non-current liabilities 25,802 25,934 20
Current liabilities 45,368 41,125 21,336
Net current assets/(liabilities) (19,525) 5,520 17,657
Total equity 47,7775 66,015 20,874

Nine-month
period ended

FY2013/14 FY2014/15 or as at
or as at 31 or as at 31 31 December
March 2014  March 2015 2015

Key financial ratios
Net profit margin 7.1% 12.1% Net loss
Return on equity 11.6% 16.0% Net loss
Return on total assets 4.7% 7.9% Net loss
Current ratio 0.6 1.1 1.8
Accounts receivables turnover days 39.5 40.0 37.7
Accounts payables turnover days 112.9 107.3 78.8
Gearing ratio 95.5% 59.3% 0.0%
Interest coverage 8.2 times 14.3 times Net loss
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Our profit for the year increased significantly from approximately HK$5.5 million for FY2013/14
to approximately HK$10.5 million for FY2014/15 mainly due to an increase in our revenue from the
provision of dental solutions to Contract Customers as well as medical and dental services to Self-paid
Patients, coupled with a considerably smaller increase in our medical and dental professional services
expenses. This was because the largest components of our medical and dental professional services
expenses were fees to Affiliated Doctors and Affiliated Auxiliary Services Providers and reimbursements
to Plan Members, which generally increase along with an increase in the level of usage of medical
services by Plan Members at Affiliated Doctors and Affiliated Auxiliary Services Providers, but have no
direct correlation with an increase in revenue from the provision of dental solutions to Contract
Customers and medical and dental services to Self-paid Patients.

We recorded a loss of approximately HK$4.0 million for the nine-month period ended 31
December 2015, mainly due to the recognition of significant non-recurring Listing expenses of
approximately HK$9.2 million for the period. After excluding the effect of the Listing expenses, our
profit for the nine-month period ended 31 December 2015 would have been approximately HK$5.2
million, representing an increase of approximately 10.9% from the profit of approximately HK$4.7
million for the nine-month period ended 31 December 2014. For further information, please refer to the
section headed “Risk factors — Our past financial performance may not be indicative of our future
financial performance and we have experienced a decline in profit for the nine-month period ended 31
December 2015 compared to the corresponding period in 2014 .

Our Directors estimated a loss of approximately HK$2.5 million for FY2015/16, mainly due to the
expected non-recurring Listing expenses to be incurred for the period of approximately HK$10.4
million. If such expected Listing expenses were excluded, the estimated consolidated profit attributable
to the owners of the Company for FY2015/16 would still be lower than the profit for the year for
FY2014/15. The decrease would be mainly attributable to the increase in other losses due to the
decrease in the fair value of our held-for-trading investments (being listed equity securities in Hong
Kong) as a result of the general downturn of the financial markets. The Directors believe that the
estimated loss for FY2015/16 would be affected by a number of factors, including but not limited to, the
cut-off for the recognition of revenue, operating costs and various expenses of the Group. For further
information, please refer to the sections headed ‘“Risk factors — The financial results of our Group for
FY2015/16 will be materially and adversely affected by one-off Listing expenses” and ‘“Financial
information — Loss estimate for the year ended 31 March 2016 in this prospectus.

We were in a net current liabilities position as at 31 March 2014, primarily due to (i) the lock-up
of a significant amount of our financial resources in the form of a leasehold property which was
classified under our non-current assets; (ii) the current portion of the mortgage loan in connection with
such property which was classified under our current liabilities; and (iii) the classification of a
substantial amount due from a related party (being MediNet Holdings) of approximately HK$13.0
million under our non-current assets (rather than current assets) as at 31 March 2014.

The aforesaid leasehold property was a residential property located at House 57, Cedar Drive,
Redhill Peninsula, Tai Tam, Hong Kong which was purchased by Well Being Dental in June 2009 for
use as the residence of Mr. Chan and Ms. Jiang. It was pledged as security for mortgage loan with an
outstanding principal amount of approximately HK$20.2 million, HK$19.1 million and nil as at 31
March 2014, 31 March 2015 and 31 December 2015 respectively. Well Being Dental has, on 12 August
2015, entered into a sale and purchase agreement for the disposal of such property for a consideration of
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HK$83.5 million and the completion of such disposal took place on 15 October 2015. For further

information regarding the property, please refer to the section headed “Business — Properties — Owned

property during the Track Record Period” and the property valuation set out in Appendix IV in this

prospectus. As a result of such disposal, we recorded a significant increase in our current assets and a

significant decrease in our non-current assets as at 31 December 2015.

ACCUMULATED LOSSES

Our Group recorded accumulated losses as at 1 April 2013 and 31 March 2014 in our consolidated

statements of changes in equity:

As at
1 April 31 March 31 March 31 December
2013 2014 2015 2015

HKS$°000 HK$°000 HKS$°000 HKS$°000

(Accumulated losses) Retained profits (14,100) (8,558) 1,991 1,612

The accumulated losses of approximately HK$14.1 million as at 1 April 2013 were mainly caused

by the combined effect of the following factors:

)

(i1)

(iii)

Throughout our history up to 1 April 2013, we declared and paid dividends in the aggregate
amount of HK$40.2 million, which significantly reduced the retained profits of our profitable
subsidiaries.

Well Being Dental acquired a residential property located at House 57, Cedar Drive, Redhill
Peninsula, Tai Tam, Hong Kong in June 2009 for use as the residence of Mr. Chan and Ms.
Jiang (see the section headed ‘“Business — Properties — Owned property during the Track
Record Period” for further information). After the acquisition of such property, Well Being
Dental incurred substantial amount of finance costs for the mortgage loan as well as
depreciation charges in relation to such leasehold property, which were unrelated to the
operation of our Group but which nonetheless resulted in Well Being Dental becoming loss-
making afterwards. Such depreciation charges and finance costs accumulated in an aggregate
amount of approximately HK$8.5 million and HK$11.2 million as at 1 April 2013 and 31
March 2014, respectively. As a result of the above and coupled with the declaration and
payment of dividends by Well Being Dental in the financial year ended 31 March 2010
which substantially wiped out its retained profits, Well Being Dental recorded accumulated
losses as at 1 April 2013. Well Being Dental disposed of the residential property in October
2015 and therefore ceased to incur the aforesaid finance costs and depreciation charges in
relation to the property.

Men’s Health Solutions recorded accumulated losses of approximately HK$2.4 million as at 1
April 2013. It was incorporated in October 2003 and had been loss-making up to the
financial year ended 31 March 2009. Accumulated losses amounted to approximately HK$4.4
million as at 31 March 2009. Since the financial year ended 31 March 2010, due to our
efforts in improving its operations, Men’s Health Solutions started to record profits and its
accumulated losses started to decrease. Despite this, it still recorded accumulated losses as at
1 April 2013. During FY2013/14, we temporarily closed down part of our Tsim Sha Tsui
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MediNet Centre for approximately two months for renovation such that, among other things,
a designated separate area was set up for our men’s health treatments services after the
renovation for higher privacy and comfort for our Self-paid Patients seeking men’s health
treatments at our MediNet Centre in Tsim Sha Tsui. This resulted in a substantial further
improvement in the operation and profitability of Men’s Health Solutions during the Track
Record Period.

We recorded a decrease in our accumulated losses to approximately HK$8.6 million as at 31
March 2014, which further improved to become retained profits of approximately HK$2.0 million as at
31 March 2015, mainly due to the profitable operations of our Group in FY2013/14 and FY2014/15
respectively.

As at 31 December 2015, we recorded retained profits of approximately HK$1.6 million, which
was due to (i) our loss-making nine-month period ended 31 December 2015 mainly as a result of the
recognition of substantial amount of Listing expenses during the period; (ii) the interim dividends
declared in October 2015 to our then Shareholders; and (iii) partially offset by the realisation of
property revaluation reserve upon disposal of a leasehold property pursuant to a sale and purchase
agreement on 12 August 2015.

PRE-IPO INVESTMENT BY NSD CAPITAL

On 28 October 2015, NSD Capital, Medinet International and Mr. Chan entered into a sale and
purchase agreement pursuant to which NSD Capital acquired 25% of the total issued shares of MediNet
BVI for a total consideration of HK$45,000,000 from Medinet International (the then shareholder of
MediNet BVI). Completion of such sale and purchase took place on 28 October 2015. On the basis that
NSD Capital will hold 195,000,000 Shares (representing 18.75% of the total issued Shares of our
Company) immediately following completion of the Placing and the Capitalisation Issue, the price paid
by NSD Capital per Share is approximately HK$0.2308, representing a discount of approximately
11.23% to the Placing Price of HK$0.26 per Placing Share (being the mid-point of the stated indicative
Placing Price range). For further information, please refer to the section “History and development —
Pre-IPO investment by NSD Capital” in this prospectus.

SHAREHOLDERS

Immediately following completion of the Capitalisation Issue and the Placing, our Company will
be owned as to (i) 56.25% by Medinet International, an investment holding company incorporated in the
BVI and wholly and beneficially owned by Mr. Chan; (ii) 18.75% by NSD Capital, our pre-IPO
investor; and (iii) 25% by public Shareholders.

For the purpose of the GEM Listing Rules, Mr. Chan and Medinet International are our
Controlling Shareholders. Please refer to the section “Relationship with our Controlling Shareholders”
in this prospectus for details. Mr. Chan is our founder, the chairman of the Board, an executive Director
and our general manager. Mr. Chan is the spouse of Ms. Jiang, an executive Director. Please refer to the
section “Directors and senior management” in this prospectus for the biographical information of Mr.
Chan and Ms. Jiang.
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PLACING STATISTICS

Number of Placing Shares: 260,000,000 Placing Shares

Placing Price: Not more than HK$0.27 per Placing Share and expected
to be not less than HK$0.25 per Placing Share (excluding
brokerage, Stock Exchange trading fee and SFC
transaction levy)

Market capitalisation of the total HK$260,000,000 (based on HK$0.25 per Placing Share)
issued Shares immediately after to HK$280,800,000 (based on HK$0.27 per Placing
completion of the Placing and the Share)

Capitalisation Issue:

Unaudited pro forma adjusted HK$0.07 (based on HK$0.25 per Placing Share) to
consolidated net tangible assets HK$0.07 (based on HK$0.27 per Placing Share). Please
of our Group attributable to refer to Appendix II to this prospectus for the bases and
owners of our Company per assumptions in calculating this figure. In particular, save
Share: for the net proceeds from the Placing, no adjustment has

been made to reflect any trading results or other
transactions of our Group entered into subsequent to 31
December 2015.

LISTING EXPENSES

Our Directors estimate that the total amount of expenses in relation to the Listing is approximately
HK$22.7 million, of which approximately HK$7.7 million is directly attributable to the issue of the
Placing Shares and is expected to be accounted for as a deduction from equity upon Listing. The
remaining amount of approximately HK$15.0 million, which cannot be so deducted, shall be charged to
profit or loss of our Group. Of the approximately HK$15.0 million that shall be charged to profit or loss
of our Group, nil, approximately HK$0.3 million and approximately HK$9.2 million have been charged
for each of FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015 respectively,
and approximately HK$1.2 million and approximately HK$4.3 million are expected to be incurred for
the remaining three months of FY2015/16 and for the year ending 31 March 2017, respectively. Listing
expenses are non-recurring in nature. Our Directors expect that our Group’s financial performance for
FY2015/16 will be materially and adversely affected by the expenses in relation to the Listing.

REASONS FOR THE LISTING, FUTURE PLANS AND USE OF PROCEEDS

Our Directors believe that the listing of the Shares on GEM will facilitate the implementation of
our business strategies. As stated in the section headed “Business — Business strategies” in this
prospectus, we plan to (i) expand the operation of our MediNet Centre and Dental Clinic in Central and
our Dental Clinic in Tsim Sha Tsui; (ii) purchase a property for our operation of Dental Clinic in
Causeway Bay; and (iii) expand our MediNet Network. The net proceeds of the Placing will provide
financial resources to our Group to achieve such business strategies which will further strengthen our
market position as an established service provider in the medical and dental industry in Hong Kong and
expand our market share. A public listing status will also enhance our corporate profile and recognition
and assist us in reinforcing our brand awareness and image. We believe that a public listing status on

— 11 =



SUMMARY

GEM could attract potential customers, affiliated doctors, affiliated auxiliary services providers and
other suppliers and strengthen our competitiveness in the market. The Listing will also enable our Group
to have access to capital market for raising funds both at the time of Listing and at later stages, which
would in turn assist us in future business development of our Group. A public listing status on GEM
may offer our Company a broader shareholder base which could potentially lead to a more liquid market
in the trading of the Shares. We also believe that our internal control and corporate governance practices
could be further enhanced following the Listing.

The net proceeds to be received by us from the Placing based on the Placing Price of HK$0.26 per
Share (being the mid-point of the stated range of the Placing Price), after deducting related expenses to
be borne by us, are estimated to be approximately HK$44.9 million. Our Directors presently intend that
the net proceeds will be applied as follows:

° approximately HK$10.1 million (approximately 22.5% of the net proceeds), approximately
HK$34.2 million (approximately 76.1% of the net proceeds) and approximately HKS$0.3
million (approximately 0.7% of the net proceeds) will be used for expanding the operation of
our MediNet Centre and Dental Clinic in Central and our Dental Clinic in Tsim Sha Tsui,
purchasing a property for our operation of Dental Clinic in Causeway Bay, and expanding
our MediNet Network, respectively, with the intended timing of the deployment of the
proceeds as follows:

From Latest From From From From From

Practicable 1 October 1 April 1 October 1 April 1 October

Date to 2016 to 2017 to 2017 to 2018 to 2018 to

30 September 31 March 30 September 31 March 30 September 31 March
2016 2017 2017 2018 2018 2019 Total

HK$'000  HKS$'000 HK$'000  HK$'000 HK$000  HK$'000  HKS$’000
Expand the operation of our MediNet
Centre and Dental Clinic in Central and

our Dental Clinic in Tsim Sha Tsui 4,160 978 3,557 1,428 — — 10,123
Purchase a property for our operation of

Dental Clinic in Causeway Bay — — 33,201 1,000 — — 34,201
Expand our MediNet Network 50 50 50 50 50 50 300

° approximately HK$0.3 million (approximately 0.7% of the net proceeds) will be used as our
general working capital.

For further information, please refer to the section headed “Future plans and use of proceeds” in
this prospectus.

DIVIDEND

We have not declared any dividends for FY2013/14 and FY2014/15. For the nine-month period
ended 31 December 2015, we declared interim dividends in the aggregate amount of HK$51 million to
our then Shareholders in October 2015. Such dividends had been fully paid in November 2015 and we
financed the payment of such dividends by setting off an equivalent amount due from Mr. Chan and
related companies controlled by Mr. Chan.
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The declaration and payment of future dividends will be subject to the decision of the Board
having regard to various factors, including but not limited to our operation and financial performance,
profitability, business development, prospects, capital requirements, and economic outlook. It is also
subject to the approval of our Shareholders as well as any applicable laws. The historical dividend
payments may not be indicative of future dividend trends. We do not have any predetermined dividend
payout ratio.

RECENT DEVELOPMENT

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have continued to
focus on developing our business of provision of corporate medical and dental solutions to Contract
Customers and the operation of our MediNet Centres and Dental Clinics in Hong Kong.

Subsequent to the Track Record Period and up to the Latest Practicable Date, we did not
experience any material difficulties in collecting accounts receivables from customers. Up to the Latest
Practicable Date, approximately 99.3% (or approximately HK$8,156,000) of our accounts receivables as
at 31 December 2015 (being approximately HK$8.2 million) had been settled.

Subsequent to the Track Record Period and up to the Latest Practicable Date, there was no
material change in the number of Affiliated Clinics and Affiliated Auxiliary Services Providers within
our MediNet Network and there was no change in the number of our MediNet Centres and Dental
Clinics.

Our Directors confirm that save for the expenses in connection with the Listing, which are non-
recurring in nature, subsequent to the Track Record Period and up to the date of this prospectus, there
has been no material adverse change in the financial or trading position or prospects of our Group.

SUSTAINABILITY OF BUSINESS

In relation to our Company’s loss estimate for FY2015/16, it is noted that we would generate a
lower level of net profit as compared to that for FY2014/15, mainly as a result of the one-off expenses
relating to the Listing and other losses that arose from the non-ordinary course of business. The
following analysis demonstrates that the business operation of our Group would not be unsatisfactory
and our business is sustainable for the coming years.

The sustainability of our Group’s business is evidenced by the continuous expansion of our
customer base and the ability to retain our existing customers. Our Group has continuously attracted
new Contract Customers for the provision of medical and dental solutions while the revenue generated
from the new Contract Customers in the respective periods increased by approximately HK$5.3 million
from HK$0.1 million for the nine-month period ended 31 December 2014 to HK$5.4 million for the
corresponding period in 2015. Furthermore, the ability of our Group to retain our existing customers is
evidenced by the high retention rates of existing Contract Customers for medical solutions of 99.0%,
91.6% and 93.4% for FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015,
respectively. During the Track Record Period and up to the Latest Practicable Date, the top five
customers have maintained continuous business relationships with the Group and the length of business
relationship ranged from approximately 4 to 20 years.
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Our Group has engaged in the medical and dental industries in Hong Kong for more than two
decades. We have developed into a player with an acceptable scale of operation in this industry
comparable to other market players. In relation to our Group’s business plan and strategy to sustain our
business given the decline in net profit for FY2015/16, our Group will adopt the business strategies as
stated in the section headed ‘““Business — Business strategies” in this prospectus. Taking into account
our long history, the current scale of operation and our customer base, our Directors believe that we can
capitalise on the potential business opportunities arising from the continued demand for medical and
dental services in Hong Kong and the business can be sustained for a long period.

LOSS ESTIMATE FOR THE YEAR ENDED 31 MARCH 2016

Estimated consolidated loss attributable to the owners

of the Company (Note ). ...... .ot not more than HK$2.5 million
Unaudited pro forma estimated loss per Share (Note 2).................. not more than HK0.24 cents
Notes:
1. The estimated consolidated loss attributable to owners of the Company for the year ended 31 March 2016, which has taken

into account the expected Listing expenses to be incurred during the year ended 31 March 2016 of approximately HK$10.4
million, is extracted from Appendix III to this prospectus. The bases on which the above loss estimate for the year ended 31
March 2016 has been prepared are summarised in Appendix III to this prospectus. Had the effect of such expected Listing
expenses not been taken into account, the estimated consolidated profit attributable to the owners of the Company for the
year ended 31 March 2016 would have been approximately HK$8.0 million.

2. The calculation of the unaudited pro forma estimated loss per Share is based on the estimated consolidated loss attributable
to owners of the Company for the year ended 31 March 2016 and on the assumptions that a total of 1,040,000,000 shares
were in issue during the year ended 31 March 2016 assuming that the Placing and Capitalisation Issue had been completed
on | April 2015, without taking into account any shares which may be allotted and issued or repurchase shares referred to in
the paragraph headed “General mandate to issue shares” or “General mandate to repurchase shares” under the section
headed “Share Capital” in this prospectus, as the case may be. The estimated consolidated loss attributable to owners of the
Company for the year ended 31 March 2016 has not taken into account any interest income that would have been earned if
the proceeds from the Placing had been received by the Company on 1 April 2015.
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DEFINITIONS AND GLOSSARY

In this prospectus, unless the context otherwise requires, the following expressions have the
following meanings. The following also contains explanations of certain terms used in this prospectus in
connection with our Group and our business, where the terminologies and their meanings may not
correspond to standard industry meanings or usage of those terms.

“Affiliated Auxiliary Services an auxiliary services provider which is not operated by our Group
Provider” but which agrees to provide certain auxiliary services to the Plan
Members and which charges us for such services provided to the

Plan Members

“Affiliated Clinic(s)” a clinic which is not operated by our Group but which agrees to
provide various medical services offered by Affiliated Doctors to
the Plan Members

“Affiliated Doctor” a doctor who agrees to provide various medical services to the
Plan Members at Affiliated Clinic(s) and who charges us for such
services provided to the Plan Members

“Articles” or “Articles of the amended and restated articles of association of our Company
Association™ adopted on 19 May 2016 with effect from the Listing Date and as
amended from time to time, a summary of which is set out in

Appendix V to this prospectus

“associate(s)” has the meaning ascribed to it under the GEM Listing Rules
“Board” the board of Directors
“Bookrunner” or “Lead Manager” Gransing Securities Co., Limited, the bookrunner, the lead

manager and the Underwriter of the Placing and a licensed
corporation to engage in type 1 (dealing in securities), type 4
(advising on securities), type 6 (advising on corporate finance)
and type 9 (asset management) regulated activities under the SFO

“Business Day” any day (other than a Saturday, Sunday or public holiday and any
day on which a tropical cyclone warning No.8 or above is hoisted
or remains hoisted between 9:00 a.m. and is not lowered at or
before 12:00 noon or on which a “black” rainstorm warning
signal is hoisted or remains in effect between 9:00 a.m. and
12:00 noon) on which banks in Hong Kong are generally open
for normal banking business to the public

“BVI” the British Virgin Islands

“CAGR” compounded annual growth rate
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“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participants”

“close associate(s)”

“Code of Professional Conduct”

“Code of Professional Discipline”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

the issue of 779,999,900 Shares to be made upon capitalisation of
a sum of HK$7,799,999 standing to the credit of the share
premium account of our Company referred to in the section
headed *“‘Further information about our Group — Written
resolutions of the Shareholders dated 19 May 2016 in Appendix
VI to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person permitted to participate in CCASS as a custodian
participant

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

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

has the meaning ascribed to it under the GEM Listing Rules

the Code of Professional Conduct for the Guidance of Registered
Medical Practitioners issued by the Medical Council, as amended
from time to time

the Code of Professional Discipline for the Guidance of Dental
Practitioners in Hong Kong issued by the Dental Council, as
amended from time to time

the Companies Law (as revised) of the Cayman Islands, as
amended, modified and supplemented from time to time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), which came into effect on 3 March 2014, as amended,
modified and supplemented from time to time

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

MediNet Group Limited (¥FMEEBEARAT), a company
incorporated in the Cayman Islands as an exempted company
with limited liability on 20 August 2015
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“connected person(s)”’ has the meaning ascribed to it under the GEM Listing Rules
“connected transaction” has the meaning ascribed to it under the GEM Listing Rules
“Contract Customers” customers (mainly comprising insurance companies and

corporations in terms of revenue, and, for our provision of dental
solutions services, including individuals) who enter into contracts
with our Group for our provision of medical and dental solutions

services

“Controlling Shareholders” has the meaning ascribed to it under the GEM Listing Rules and
in the case of our Company and unless the context otherwise
requires, means Medinet International and Mr. Chan

“core connected persons” has the meaning ascribed to it under the GEM Listing Rules

“Corporate Governance Code” the Corporate Governance Code as set out in Appendix 15 to the
GEM Listing Rules

“Deed of Indemnity” the deed of indemnity dated 11 November 2015 entered into by
the Controlling Shareholders in favour of our Group as further
detailed in the section headed ‘“Other information — Tax and
other indemnities” in Appendix VI to this prospectus

“Deed of Non-competition” the deed of non-competition dated 19 May 2016 entered into by
the Controlling Shareholders in favour of our Company (for itself
and as trustee for and on behalf of our subsidiaries) as further
detailed in the section headed “Relationship with our Controlling
Shareholders™ of this prospectus

“Dental Clinics” the dental clinics which are operated by Well Being Dental from
time to time and at which our Dentists and Dental Hygienists
offer dental services, and there are, as at the Latest Practicable
Date, five such dental clinics located, respectively, in Causeway
Bay, Central, Kwun Tong, Mong Kok and Tsim Sha Tsui, and a
“Dental Clinic” means, where the context so requires, any one of

them
“Dental Council” The Dental Council of Hong Kong
“Dental Hygienists™ the dental hygienists who are employed by Well Being Dental to

provide certain dental services at our Dental Clinics from time to
time and who are admitted to practise as dental hygienists under
the Ancillary Dental Workers (Dental Hygienists) Regulations
(Chapter 156B of the Laws of Hong Kong), and a “Dental
Hygienist” means, where the context so requires, any one of them
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“Dentists”

“Dentists Registration Ordinance”

“Director(s)”

“Doctors”

“EPS”

“FY2013/14”
“FY2014/15”
“FY2015/16”
“GEM”

“GEM Listing Rules”

“General Registers”

“Government”

LR T3 s

“Group”, “we”, “us” or “our”

“HKFRS”

“HKICPA”

the Registered Dental Practitioners who are employed by Well
Being Dental to provide dental services at our Dental Clinics
from time to time, and a “Dentist” means, where the context so
requires, any one of them

the Dentists Registration Ordinance (Chapter 156 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

the director(s) of our Company

collectively, our MediNet Doctors and the Affiliated Doctors, and
a “Doctor” means, where the context so requires, any one of
them

Easy Pay System, an electronic payment system for merchants
and consumers in Hong Kong

the financial year ended 31 March 2014
the financial year ended 31 March 2015
the financial year ended 31 March 2016
the Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on GEM, as
amended, modified and supplemented from time to time

collectively, the register of Registered Medical Practitioners kept
in accordance with the Medical Registration Ordinance and the
register of Registered Dental Practitioners kept in accordance
with the Dentists Registration Ordinance, and the ‘“General
Register” means, where the context so requires, any one of them

the government of Hong Kong

our Company and its subsidiaries at the relevant time or, where
the context otherwise requires, in respect of the period prior to
our Company becoming the holding company of its present
subsidiaries pursuant to the Reorganisation, its present
subsidiaries and the businesses operated by such subsidiaries

Hong Kong Financial Reporting Standards issued by the HKICPA

Hong Kong Institute of Certified Public Accountants
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“HK Legal Advisers”

“HKSCC”

“HKSCC Nominees”

“HK$” or “HKD” and ‘“cents”

“Hong Kong” or “HK”

“Hong Kong Branch Share

Registrar”

“independent third party(ies)”

“Ipsosn

“Ipsos Report”

“Latest Practicable Date”

“Listing”

“Listing Date”

“Medical Council”

“Medical Registration Ordinance”

“MediNet BVI”

Michael Li & Co., the legal advisers to our Company as to Hong
Kong laws

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited

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

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

Tricor Investor Services Limited of Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong

an individual(s) or a company(ies) who or which is/are
independent and not connected with any Directors, chief
executive or substantial Shareholders of our Company, its
subsidiaries or any of their respective associates and not
otherwise a connected person of our Company

Ipsos Limited, an independent market research agency

a market research report commissioned by us and prepared by
Ipsos on the overview of the industries in which our Group
operates

16 May 2016, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining certain
information in this prospectus prior to its publication

listing of the Shares on GEM

the date, expected to be on or about Tuesday, 31 May 2016, on
which dealings in the Shares first commence on GEM

The Medical Council of Hong Kong

the Medical Registration Ordinance (Chapter 161 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

Medinet (BVI) Limited, a company incorporated in the BVI with
limited liability on 12 August 2015, which is a direct wholly-
owned subsidiary of our Company and the intermediate holding
company of our Group upon completion of the Reorganisation
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“MediNet Centres”

“MediNet Doctors”

“MediNet Doctors Agreement(s)”

“MediNet Health Centre”

“MediNet Holdings™

“Medinet International”

“MediNet Network”

the medical centres which are operated by our Group from time to
time and at which our MediNet Doctors offer medical services,
and there are, as at the Latest Practicable Date, two such medical
centres located, respectively, in Central and Tsim Sha Tsui, and a
“MediNet Centre” means, where the context so requires, any one
of them

the Registered Medical Practitioners who provide medical
services at our MediNet Centres from time to time, and a
“MediNet Doctor” means, where the context so requires, any one
of them

the licence and management services agreement(s) entered into
between MediNet Health Centre (a wholly-owned subsidiary of
our Company) and each of our MediNet Doctors effective from 1
November 2015, the particulars of which are set out in the section
headed “Business — Compliance and legal proceedings —
MediNet Doctors Agreements”

MediNet Health Centre Limited (E&MEBEBH LAMRAA), a
company incorporated in Hong Kong with limited liability on 9
December 1998 (which was formerly known as Year Apex
International Limited (4FUE[E FE 44 PR/ F]), then changed its name
to MediNet Health Centre Limited (&% 4845 BHs 1 .0F R )
on 27 January 1999 and to its current name on 27 April 2006)
and an indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

MediNet Holdings Limited (% ME#ERABRAT]), a company
incorporated in Hong Kong with limited liability on 22 December
1999, which is 100% beneficially owned by Mr. Chan

Medinet International Limited, a company incorporated in the
BVI with limited liability on 2 June 2011, which is wholly and
beneficially owned by Mr. Chan and is a Controlling Shareholder
interested in 56.25% of the entire issued share capital of our
Company immediately following completion of the Placing and
the Capitalisation Issue

the network of Affiliated Clinics, MediNet Centres, Dental
Clinics and Affiliated Auxiliary Services Providers
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“MediNet Services”

“Memorandum of Association” or
“Memorandum”

“Men’s Health Solutions”

“Mr. Chan”

“Ms. Jiang”

“NSD Capital”

“Placing”

“Placing Price”

MediNet Services Limited (% FEMRHAR/AF]), a company
incorporated in Hong Kong with limited liability on 29 March
1994 (which was formerly known as Melchester Investment
Company Limited, changed its name to MediNet Service Limited
on 9 August 1994, then changed its name to MediNet Service
Limited (BB ABRAF) on 8 August 1995 and to its
current name on 10 April 2006) and an indirect wholly-owned
subsidiary of our Company upon completion of the
Reorganisation

the memorandum of association of our Company adopted on 19
May 2016 and as amended from time to time

Men’s Health Solutions Limited (&% {04 RA R, a
company incorporated in Hong Kong with limited liability on 20
October 2003 (which was formerly known as Men’s Health
Solutions Limited, then changed its name to Men’s Health
Solutions Limited (ZEFBAL@EEF LARAF) on 5 March
2004 and to its current name on 11 September 2012) and an
indirect wholly-owned subsidiary of our Company upon
completion of the Reorganisation

Mr. Chan Chi Wai Nelson (PfiEf#), an executive Director, the
chairman of the Board and one of the Controlling Shareholders,
as well as the spouse of Ms. Jiang

Ms. Jiang Jie (1), an executive Director and the spouse of Mr.
Chan

NSD Capital, an exempted company incorporated in the Cayman
Islands with limited liability on 17 August 2015, which is one of
our Shareholders upon completion of the Reorganisation, details
of which are set out in the section headed ‘“History and
development — Pre-IPO investment by NSD Capital” in this
prospectus

the conditional placing of the Placing Shares by the Underwriter
on behalf of our Company for cash at the Placing Price as
described in the section headed “Structure and conditions of the
Placing” in this prospectus

the final placing price for each Placing Share (excluding
brokerage, Stock Exchange trading fee and SFC transaction levy)
which will be not more than HK$0.27 and is expected to be not
less than HK$0.25, such price to be determined in the manner as
further described in the section headed “Structure and conditions
of the Placing” in this prospectus
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DEFINITIONS AND GLOSSARY

“Placing Shares”

“Plan Members”

“Predecessor Companies
Ordinance”

“Price Determination Agreement”

“Price Determination Date”

“Registered Dental Practitioner(s)”

“Registered Medical

Practitioner(s)”

“Reorganisation”

260,000,000 Shares being offered by our Company for
subscription at the Placing Price pursuant to the Placing

members of the medical and/or dental benefits plans administered
by our Group, who mainly include:

(i) (with respect to insurance companies which are Contract
Customers) policyholders or employees of policyholders;

(i) (with respect to corporations which are Contract Customers)
employees of corporations and/or their dependents; and

(iii) (with respect to individuals who are Contract Customers)
such individuals

the predecessor Companies Ordinance (Chapter 32 of the Laws of
Hong Kong) as in force from time to time before 3 March 2014

the agreement to be entered into between the Lead Manager (also
in its capacity as the Underwriter) and our Company on or before
the Price Determination Date to record and fix the Placing Price

the date, expected to be on or before Wednesday, 25 May 2016 or
such later date as may be agreed between the Lead Manager (also
in its capacity as the Underwriter) and our Company, on which
the Placing Price is to be fixed

dental practitioner(s) who is (are) qualified to practise
independent and unsupervised dental practice in Hong Kong and
is (are) registered as registered dental practitioner(s) in
accordance with the Dental Registration Ordinance

medical practitioner(s) who is (are) qualified to practise medicine,
surgery and midwifery in Hong Kong and is (are) registered as
registered medical practitioner(s) in accordance with the Medical
Registration Ordinance

the corporate reorganisation arrangements implemented by our
Group in preparation for the Listing which is more particularly
described in the section headed “History and development —
Reorganisation™ of this prospectus
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DEFINITIONS AND GLOSSARY

“Self-paid Patients”

“Senior Counsel”

113 SFC ’

113 SFO 2

“Share(s)”

“Shareholder(s)”

“Significant Shareholder(s)”

“Sponsor”

“Stock Exchange”

“subsidiary(ies)”

“Substantial Shareholder(s)”

patients who visit our MediNet Centres and/or Dental Clinics and
pay at their own costs using cash, EPS or credit cards:

(i) (where the patients are not Plan Members) the fees incurred
for the treatment received;

(ii)) (where the patients are Plan Members but the treatment
received does not fall within the scope of the benefits plan)
the uncovered fees incurred for the treatment received; or

(iii) (where the patients are Plan Members where the relevant
benefits plans require co-payment of a portion of the fees by
the Plan Members) the co-payment amount for the treatment
received as required under the relevant benefits plans

Dr. William M. F. Wong, Senior Counsel, barrister-at-law in
Hong Kong

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) with nominal value of HK$0.01 each in the
share capital of our Company, which are to be traded in Hong
Kong dollars and listed on GEM

holder(s) of the issued Share(s)

has the same meaning ascribed thereto under the GEM Listing
Rules

Messis Capital Limited, the sponsor for the Listing and a licensed
corporation to engage in type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities under the SFO

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 2 of the Companies
Ordinance

has the meaning ascribed thereto in the GEM Listing Rules and
details of our Substantial Shareholders are set out in the section
headed “Substantial Shareholders™ in this prospectus
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DEFINITIONS AND GLOSSARY

“Takeovers Code”

“Track Record Period”

“Underwriter”

“Underwriting Agreement”’

“Well Being Dental”

“sq.ft.”

“%”

The Hong Kong Codes on Takeovers and Mergers and Share
Buy-backs, as amended, modified and supplemented from time to
time

FY2013/14, FY2014/15 and the nine-month period ended 31
December 2015

the underwriter of the Placing whose name is set out in the
section “Underwriting — Underwriter” in this prospectus

the conditional underwriting agreement relating to the Placing
entered into on 23 May 2016 among our Company, the executive
Directors, the Controlling Shareholders, the Sponsor, the Lead
Manager and the Underwriter relating to the Placing, particulars
of which are summarised in the section headed “Underwriting —
Underwriting arrangements and expenses’ in this prospectus

Well Being Dental Services Limited (FEE§IRFARATR]), a
company incorporated in Hong Kong with limited liability on 22
December 1994 (formerly known as Sun, Edwards & Associates
(Dental Surgeon) Limited, then changed its name to Well-Being
Services Limited (FEE§IRFSA PR/ F]) on 3 March 1997, and to
its current name on 7 September 2001) and an indirect wholly-
owned subsidiary of our Company upon completion of the
Reorganisation

square feet

per cent.
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FORWARD-LOOKING STATEMENTS

Our Group has included in this prospectus forward-looking statements that are not historical facts,
but relate to our Group’s intentions, beliefs, expectations or predictions for future event and conditions
which may not occur. These forward-looking statements are contained principally in the sections headed
“Summary”, “Risk factors”, “Industry overview”, “Business”, “Financial information” and “Future
plans and use of proceeds” to this prospectus, which are, by their nature, subject to risks and

uncertainties.

In some cases the words such as “aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”,
“going forward”, “intend”, “may”, “plan”, “potential”, “predict”, ‘“propose”, ‘“‘seek’, ‘“‘should”,
“will”, “would” and other similar expressions or the negative use of such words are used to identify

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

° our Group’s business and operating strategies and plans of operation;
° the amount and nature of, and potential for, future development of our Group’s business;
° our Company’s dividend distribution plans;

° the regulatory environment as well as the general industry outlook for the industry in which
our Group operates;

° risks identified under the section headed “Risk factors™ in this prospectus;
° future developments in the industry in which our Group operate; and
° the trend of the economy of Hong Kong in general.

These statements are based on several assumptions, including those regarding our Group’s present
and future business strategy and the environment in which our Group will operate in the future. Our
Directors confirm that these forward-looking statements are made after due and careful consideration.

Our Group’s future results could differ materially from those expressed or implied by such
forward-looking statements. In addition, our Group’s future performance may be affected by various
factors including, without limitation, those discussed in the sections headed “Risk factors™, “Business”,
“Financial information” and “Future plans and use of proceeds” of this prospectus.

Subject to the requirements of the applicable laws, rules and regulations, our Company does not
have any obligation to update or otherwise revise the forward-looking statements in this prospectus,
whether as a result of new information, future events or otherwise. As a result of these and other risks,
uncertainties and assumptions, the forward-looking events and circumstances discussed in this
prospectus might not occur in the way our Company expects, or at all. Should one or more risks or
uncertainties stated in the aforesaid sections materialise, or should any underlying assumptions to prove
incorrect, actual outcomes may vary materially from those indicated. Prospective investors should
therefore not place undue reliance on any of the forward-looking statements. All forward-looking
statements contained in this prospectus are qualified by reference to the cautionary statements as set out
in this section.

— 25—



FORWARD-LOOKING STATEMENTS

In this prospectus, statements of, or references to, our Group’s intentions or those of any of our
Directors are made as at the date of this prospectus. Any such intentions may change in light of future
developments.
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RISK FACTORS

Potential investors should carefully consider all of the information set out in this prospectus
and, in particular, should consider the following risks and special consideration associated with an
investment in our Company before making any investment decision in relation to the Placing Shares.
If any of the possible events as described below, or any other risk factors or uncertainties that our
Company is unaware of, materialises, our Group’s business, financial position and prospects could
be materially and adversely affected and the trading prices of the Shares could decline due to any of
these risks, and you may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Our business of provision of corporate medical and dental solutions to Contract Customers is
dependent on our ability to maintain our MediNet Network

One of our principal businesses is the provision of corporate medical and dental solutions to our
Contract Customers (which mainly comprise insurance companies and corporations in terms of revenue)
through the design and administration of tailored medical and/or dental benefits plans for the Contract
Customers and the provision of different combinations of medical and/or dental services through the
MediNet Network to the Plan Members (including members and employees of our Contract Customers).
As at the Latest Practicable Date, our MediNet Network comprises (i) our two MediNet Centres; (ii) our
five Dental Clinics; (iii) 361 Affiliated Clinics; (iv) 42 Affiliated Auxiliary Services Providers.

Our agreements with Affiliated Doctors and Affiliated Auxiliary Services Providers generally
include a specified scope of the medical and/or auxiliary services for Plan Members, the agreed fees
payable by us after provision of services to Plan Members, the time frame for notification of changes
about their clinics, the time frame for notification of termination, etc. Affiliated Doctors and Affiliated
Auxiliary Services Providers may terminate the relationship with us and cease to participate in our
MediNet Network for any reason provided that advanced notice is given to us in accordance with the
agreements entered into with us.

Our Directors consider that one of the reasons that our Contract Customers engage us for the
provision of corporate medical and/or dental solutions is our well-established MediNet Network with
more than 400 points of services across Hong Kong, providing comprehensive services accessible by
Plan Members with ease. Therefore, any failure to maintain relationship with our Affiliated Doctors and
Affiliated Auxiliary Services Providers or any failure to maintain sufficient number of service providers
within our MediNet Network may negatively affect the number of Contract Customers willing to engage
our Group to provide medical and/or dental solutions services, which may in turn materially and
adversely affect our business, results of operation and financial condition.

Doctors, Dentists and other professionals in our MediNet Network, together with our Group, could
become the subject of claims, complaints, regulatory or professional investigations arising from
medical or dental disputes or malpractice allegations brought by customers, which may harm our
Group’s business, results of operations, financial condition, brand and reputation

Our Group’s business operation and development is, to a significant extent, dependent on our
reputation in the medical and dental industry in Hong Kong. However, Doctors, Dentists and other
professionals working in the MediNet Network and our Group may from time to time be subject to
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RISK FACTORS

complaints, allegations or legal actions from Contract Customers and Self-paid Patients regarding the
sufficiency of patient care, treatment outcome and healthcare services provided. In such event, Contract
Customers and/or Self-paid Patients may have the right to lodge a claim, including against our Group,
for professional misconduct or negligence arising from the acts or misconduct of Doctors, Dentists and
other professionals. While such claims are typically brought against the relevant Doctors, Dentists and
other professionals who provided the treatment or service, our Group may be named as a party to claims
because the treatment or service in question was provided by a service provider in the MediNet
Network. If Doctors, Dentists and other professionals do not have sufficient or appropriate professional
indemnity insurance cover or are otherwise unable to settle amounts arising from claims brought by
dissatisfied patients, these patients may look to our Group to satisfy their claims, which could lead to
potential proceedings. Legal actions against Doctors, Dentists, other professionals or our Group,
regardless of their merit or eventual outcome, could result in reputational damage, significant legal costs
and diversion of our management’s attention from our Group’s business operations.

Furthermore, if a legal action is taken by a patient, who is a Plan Member, against the relevant
Contract Customer, that Contract Customer may seek to bring an action against our Group for damages
suffered as a result of any possible breach of our Group’s contractual obligations with the Contract
Customer. There is no assurance that our Group would not be named as a defendant in a lawsuit or
proceedings brought by Contract Customers and/or Self-paid Patients. A successful claim against our
Group in respect of the sufficiency of patient care, treatment outcome and healthcare services provided
may result in (i) legal and/or compensation costs incurred in connection with such claim or other
adverse allegations, (ii) damage to our Group’s brand and reputation and (iii) a material adverse effect
on our Group’s business, results of operations and financial condition. Such complaints, allegations and
legal actions, regardless of their validity, may lead to negative publicity, investigations or disciplinary
actions by regulatory or professional bodies. This may in turn damage the reputation of the Doctors,
Dentists, other professionals and that of our Group, which could negatively affect the number of
Contract Customers willing to engage our Group to provide medical and/or dental solutions as well as
Self-paid Patients visiting our MediNet Centres and Dental Clinics.

In addition, Doctors, Dentists and other professionals in our MediNet Network may be subject to
disciplinary actions from the governing professional bodies, such as the Medical Council or the Dental
Council in Hong Kong. The governing professional bodies may impose sanctions including, among other
things, the issue of a warning notice, reprimand and/or removal from the General Registers for a certain
period of time or indefinitely if he/she is found guilty of professional misconduct. Where Doctors,
Dentists and/or other professionals are involved in medical disputes and/or are subject to complaints or
professional investigations, they may be distracted from the provision of medical or dental services to
patients and have to divert their time and resources to handle such issues. This could have a material
adverse effect on our Group’s operation and reputation.

Sub-standard services provided by, or misconduct of, our Affiliated Doctors and Affiliated
Aucxiliary Services Providers may adversely affect our reputation, operations and profitability

There is no assurance that the Doctors, Dentists and Affiliated Auxiliary Services Providers will
not provide sub-standard services, mishandle sensitive information, engage in other misconduct or
commit medical or dental malpractice. Where the Doctors, Dentists and Affiliated Auxiliary Services
Providers provide services under our MediNet Network to Plan Members and Self-paid Patients, our

_ 28 —



RISK FACTORS

Group could be perceived as responsible for the actions of the Doctors, Dentists and Affiliated Auxiliary
Services Providers and, as a result, suffer reputational damage. This may adversely affect our Group’s
ability to attract Contract Customers to engage us as a provider of medical and/or dental solutions.

In addition, while our Group generally requires MediNet Doctors, Dentists, external dentists
engaged by us, Affiliated Doctors and certain other Affiliated Auxiliary Services Providers to maintain
their own professional indemnity insurance, there can be no assurance that they will always have
sufficient insurance coverage in place.

Our business operation is subject to extensive Government regulations and any failure to comply
with such regulations could result in penalties

Our Group’s operation of our MediNet Centres and Dental Clinics as well as our services provided
through our MediNet Network are subject to extensive laws and regulations. Please refer to the section
headed “Regulatory overview” in this prospectus for further information. If our Group fails to comply
with such laws and regulations, our existing business operations and future expansion plans may be
negatively affected. In addition, Government policies governing the healthcare services industry in Hong
Kong may evolve and change over time, and new or more stringent policies may be introduced. If our
Group fails to comply with any new policies and regulations, or if any policy changes disrupt our
Group’s business prospects or cause us to incur additional costs, our Group’s business, results of
operations and financial condition will be negatively affected.

Furthermore, the Doctors, Dentists, and certain other medical and dental professionals providing
services at our MediNet Centres or Dental Clinics or through our MediNet Network have to comply with
the code of professional conduct or discipline as applicable to them. Should there be any breach of such
codes or any change in the provisions of such codes, the relevant medical or dental professionals may be
subject to disciplinary actions, which could affect their ability to work at our MediNet Centres or Dental
Clinics or through our MediNet Network, and could in turn materially and adversely affect our Group’s
reputation, business, results of operations and financial condition.

The financial results of our Group for FY2015/16 will be materially and adversely affected by one-
off Listing expenses

The financial results of our Group will be affected by the one-off expenses relating to the Listing.
The estimated expenses in relation to the Listing (including underwriting commission) are approximately
HK$22.7 million, of which approximately HK$7.7 million is directly attributable to the issue of the
Placing Shares and is expected to be accounted for as a deduction from equity upon Listing. The
remaining amount of approximately HK$15.0 million, which cannot be so deducted, shall be charged to
profit or loss of our Group. The Listing expenses of approximately HK$10.4 million are expected to be
reflected for FY2015/16.

Accordingly, the Shareholders and potential investors should be informed that the financial results
of the Group for FY2015/16 will be materially and adversely affected by the non-recurring expenses in
relation to the Listing, and potential investors are specifically warned that given the expected increase in
Listing expenses after the Listing, our Group’s estimated financial performance for FY2015/16 will
significantly decline as compared with the prior corresponding year and will be in a loss position after
including the Listing expenses. If such expected Listing expenses were excluded, the estimated
consolidated profit attributable to the owners of the Company for FY2015/16 would have been
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approximately HK$8.0 million, which would represent a decrease of approximately HK$2.6 million, or
32.0% as compared to the profit for the year for FY2014/15. The decrease would be mainly attributable
to the increase in other losses due to the decrease in the fair value of our held-trading investments
(being listed equity securities in Hong Kong) as a result of the general downturn of the financial
markets. Further information regarding the estimate of the consolidated loss of our Group for FY2015/16
is set out in the section headed “Financial information — Loss estimate for the year ended 31 March
2016 in this prospectus.

Our past financial performance may not be indicative of our future financial performance and we
have experienced a decline in profit for the nine-month period ended 31 December 2015 compared
to the corresponding period in 2014

For each of FY2013/14 and FY2014/15, our revenue amounted to approximately HK$77.5 million
and HK$86.9 million respectively (representing an increase of approximately 12.1%), while our net
profit amounted to approximately HK$5.5 million and HK$10.5 million respectively (representing an
increase of approximately 90.3% as well as net profit margin of approximately 7.1% and 12.1%
respectively).

However, such trend of historical financial information of our Group is a mere analysis of our past
performance only and does not have any positive implication on and may not necessarily reflect our
financial performance in the future. Our future performance will depend on, among other things, our
ability to maintain relationship with existing customers, secure new businesses from new customers,
maintain our service quality and reputation, control costs, implement our future plan and business
strategies, as well as other factors relating to the medical and dental industry in Hong Kong, the general
economy in Hong Kong, and other factors that may be beyond our control. Accordingly, our future
financial performance may not meet the expectations of market analysts or investors, which could cause
the future price of our Shares to decline.

In particular, we experienced a decline in profit for the nine-month period ended 31 December
2015 compared to the corresponding period in 2014. For each of the nine-month periods ended 31
December 2014 and 2015, our revenue amounted to approximately HK$60.4 million and HK$67.3
million respectively, representing an increase of approximately 11.4%. However, we recorded a profit of
approximately HK$4.7 million for the nine-month period ended 31 December 2014 but a loss of
approximately HK$4.0 million for the nine-month period ended 31 December 2015 mainly as a result of
the Listing expenses recognised. After excluding the effect of the Listing expenses, our profit for the
nine-month period ended 31 December 2015 would have been approximately HKS$5.2 million,
representing an increase of approximately 10.9% from that for the nine-month period ended 31
December 2014. If we are unable to maintain our profit margin, our future financial performance may
not meet the expectations of market analysts or investors, which could cause the future price of our
Shares to decline.

We recorded net current liabilities as at 31 March 2014 and we may expose ourselves to liquidity
risk if we experience net current liabilities in the future

We recorded net current liabilities of approximately HK$19.5 million as at 31 March 2014. The
net current liabilities position was primarily due to (i) the lock-up of a significant amount of our
financial resources in the form of a leasehold property which was classified under our non-current
assets; (ii) the current portion of the mortgage loan in connection with such property classified under our
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current liabilities; and (iii) the classification of a substantial amount due from a related party under our
non-current assets rather than current assets. The aforesaid leasehold property was a residential property
located at House 57, Cedar Drive, Redhill Peninsula, Tai Tam, Hong Kong which was purchased by
Well Being Dental in June 2009 for use as the residence of Mr. Chan and Ms. Jiang. It was pledged as
security for mortgage loan with an outstanding principal amount of approximately HK$20.2 million,
HK$19.1 million and nil as at 31 March 2014, 31 March 2015 and 31 December 2015 respectively. Well
Being Dental has, on 12 August 2015, entered into a sale and purchase agreement for the disposal of
such property for a consideration of HK$83.5 million and the completion of such disposal took place on
15 October 2015. For further information regarding the property, please refer to the section “Business —
Properties — Owned property during the Track Record Period” and the property valuation set out in
Appendix IV in this prospectus.

As at 31 March 2015 and 31 December 2015, we recorded net current assets of approximately
HK$5.5 million and HK$17.7 million respectively.

There is no assurance that we will not experience net current liabilities position in the future. We
may not have sufficient working capital to meet any current liabilities positions or expand our
operations as planned. In such circumstances, our liquidity, business operations, financial condition and
prospects may be materially and adversely affected.

We have no unutilised banking facilities and net cash outflow from operating activities for the
nine-month period ended 31 December 2015, thus may affect our net cash flow position

Cash flows from operating activities primarily consisted of our Group’s revenue from the provision
of medical and dental solutions to Contract Customers and the provision of medical and dental services
to Self-paid Patients while operating cash outflow mainly includes payment for medical and dental
professional services expenses, staff costs, rental expenses, purchase of medical and dental supplies, as
well as other working capital needs. For FY2013/14 and FY2014/15, we recorded a net operating cash
inflow of approximately HK$4.8 million and HK$14.1 million mainly as a result of cash generated from
our profitable operations. For the nine-month period ended 31 December 2015, we recorded a net
operating cash outflow of approximately HK$2.3 million due to our loss recorded for the period, which
was mainly because of substantial amount of Listing expenses recognised for the period but which had
not yet been fully paid as of 31 December 2015.

As at 31 March 2016, we have no unutilised banking facilities. If during any particular period of
time, there exists working capital needs which require substantial cash outflow while we have
significantly less cash inflows during that period, our cash flow position may be adversely affected.

Annual retainer contracts entered into between us and certain Contract Customers expose us to
the risk of uncertain or even negative profit margin due to uncertain variable costs

We charge some of our Contract Customers based on an annual retainer model, under which our
Contract Customers would generally pay us a fixed amount of annual fee per Plan Member. Such pricing
model means that we will enjoy a fixed income (i.e. the fixed amount of annual fee per Plan Member)
but face the risk of an uncertain variable cost (which depends on the future usage of medical/dental
services by the Plan Members through our MediNet Network during the following year). Our pricing
under the annual retainer model is generally determined based on our estimation of the costs that will be
incurred by us having regard to a number of factors, including but not limited to the expected level of
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usage of medical/dental services by Plan Members through our MediNet Network, which in turn is based
on the historical data retained by us in respect of the actual usage of medical services by different Plan
Members through our MediNet Network in the past. However, there is no assurance that past usage data
will be indicative of future level of usage by Plan Members. In the event that the actual usage of
medical/dental services is significantly higher than our estimation, we may experience substantially
lower, or even negative, profit margins derived from our annual retainer contracts, which could
materially and adversely affect our business, results of operations and financial position.

Contract Customers have no obligation to renew existing contracts with us upon contract expiry
and Self-paid Patients have no obligation to continue to opt for our services, and any deterioration
in the relationships with our customers could have a material adverse effect on our business,
results of operations and financial condition

During the Track Record Period, the majority of our revenue was derived from services provided
to Contract Customers which were insurance companies and corporations. Our Directors consider that
policyholders of private insurance companies who choose to receive services through our MediNet
Network do so because their private health insurers recognise that our MediNet Network comprises
appropriate service providers, and this is often a prerequisite for the insurance companies to pay for or
reimburse the fees of a treatment received through our MediNet Network. Accordingly, our ability to
attract customers who are funded by insurance companies could be adversely affected if one or more
insurance companies for any reason were to remove our MediNet Network from their approved panel of
service providers, eliminate the coverage of treatment options through our MediNet Network, impose
more onerous reimbursement policies, or change their policies in a manner which makes access to the
MediNet Network more difficult or costly to Plan Members. Any change in policy conditions or
withdrawal of recognition by an insurance company could have a material adverse effect on our Group’s
business, results of operations and financial condition.

Our Directors consider that corporations assess the performance of their medical and/or dental
solutions providers they engage from time to time and conduct reviews on the level of medical and/or
dental benefits provided to their employees. As a result, if corporations cease to engage our Group to
provide medical and/or dental solutions or if there are any material changes to the medical and/or dental
benefits offered to employees, the value of the contracts that we have with corporations may decrease,
which could in turn have a material and adverse effect on our Group’s business, results of operations
and financial condition.

Our Directors consider that the demand for private medical and/or dental services from Self-paid
Patients largely depends on the individual Self-paid Patient’s financial ability and willingness to pay. A
slowdown in the economy may lead to a general decrease in demand as Self-paid Patients opt for
subsidised public healthcare services available at government hospitals and/or defer non-essential
healthcare services.

Any decrease in the number of Contract Customers or Self-paid Patients for any reason will have a
material and adverse effect on the Group’s business, results of operations and financial condition.
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We have limitations in promoting our business of MediNet Centres and Dental Clinics operations

Our MediNet Doctors have to comply with the Code of Professional Conduct for the Guidance of
Registered Medical Practitioners issued by the Medical Council of Hong Kong. Our Dentists have to
comply with the Code of Professional Discipline for the Guidance of Dental Practitioners in Hong Kong
published by the Dental Council of Hong Kong. These two codes respectively set out restrictions on the
promotion or dissemination of information about the professional services and practice carried out by
them and on publication or marketing efforts for the predominant purpose of promoting their products or
services to customers or potential customers. Although such two codes are binding on our MediNet
Doctors and Dentists but not on our Group, any marketing or promotional efforts undertaken by us for
promoting our MediNet Centres and Dental Clinics operations may affect our MediNet Doctors’ and
Dentists’ compliance with the codes and thus may result in disciplinary actions against them and/or
affect their ability to continue to practice at our MediNet Centres and Dental Clinics, which may in turn
materially and adversely affect our business, results of operations and financial condition. Therefore, in
practice, we have limitations in promoting our business of MediNet Centres and Dental Clinics
operations. Our lack of active promotion and marketing efforts for our MediNet Centres and Dental
Clinics operations may hinder our ability to strengthen our brand name and reputation and to attract new
customers in the future.

The performance of our Group depends on our ability to retain and attract skilled and qualified
medical and dental professionals

Our Group’s performance depends on our ability to retain and attract skilled and qualified medical
and dental professionals, such as Registered Medical Practitioners, Registered Dental Practitioners,
Dental Hygienists, nurses and other professionals in Hong Kong. Our Group relies on the services of
these professionals to provide the current scope of medical and dental services to Plan Members and
Self-paid Patients.

We face intense competition for skilled and qualified medical and dental professionals and we
compete with other medical and dental services providers such as healthcare centres and hospitals in
both the private and public sectors for suitable candidates. We believe major competitive factors that are
crucial to the medical and dental professionals include, among others, the reputation and brand
recognition of our Group, professional relationships and platform, number of patient visits, financial
remuneration and job satisfaction.

There is no assurance that we could retain and attract skilled and qualified medical and dental
professionals in the future. In the event that our Group fails to retain or attract skilled and qualified
medical and dental professionals or if our Group loses them to our competitors without being able to
find suitable replacements, the quality of the medical and dental services offered at our MediNet Centres
and Dental Clinics may suffer, which may in turn lead to a reduction in the number of patient visits and
the number of Contract Customers willing to engage our Group to provide medical solutions and dental
solutions.

Our business strategies and future plans are subject to uncertainties and risks

The growth of our business depends on the implementation of our future plans in relation to our
business. It is our planned business strategies that the proceeds from the Placing will be used for
expanding our operation of MediNet Centres and Dental Clinics in Hong Kong, strengthening our team
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of MediNet Doctors, Dentists and Dental Hygienists, and expanding our MediNet Network. Please refer
to the sections “Business — Business strategies” and ‘“Future plans and use of proceeds” in this
prospectus for further information.

The ongoing expansion of our business may put significant strain on our managerial, operational
and financial resources. There is no assurance that we will be able to successfully manage the growth of
our business or that the intended growth of our business can be achieved or will become profitable.

For instance, our ability to expand our MediNet Centres and Dental Clinics operations and to
expand our MediNet Network will depend on a variety of factors, including but not limited to our
financial and managerial resources, the level of competition in the market, our ability to attract and
retain medical and dental professionals, the reputation of our MediNet Network among Plan Members
and Self-paid Patients, our ability to identify and capture opportunities in relation to suitable locations
for expanding our MediNet Centres and Dental Clinics operations and in relation to suitable clinics and
auxiliary services providers for joining our MediNet Network, etc.

In addition, whether our future plans can be implemented successfully depends on various factors
which may be beyond our control, such as possible increase in costs related to the expansion of our
operation of MediNet Centres and Dental Clinics, our ability to retain and attract sufficient Registered
Medical Practitioners, Registered Dental Practitioners and other medical and dental professionals, as
well as other risk factors mentioned elsewhere in this section.

There is no assurance that our future plans may be implemented successfully. If we fail to maintain
or increase our market share or grow our business successfully after deploying our management and
financial resources in accordance with our planned business strategies, our business, results of
operations and financial condition may be materially and adversely affected.

Our Group is dependent on key personnel and there is no assurance that our Group can retain
them

Our Group’s historical success is substantially attributable to, among other things, the contributions
of Mr. Chan (our founder, chairman of the Board, executive Director and general manager), Ms. Li
Christine (our assistant general manager who has joined our Group for more than 20 years) and Ms.
Ngan Pui Shan, Jane (our financial controller who has joined our Group for more than 19 years). Details
of their background and experience are set out in the section “Directors and senior management” in this
prospectus.

Our key personnel as well as their management experience and industry network are crucial to our
business and financial positions and prospects. There could be an adverse impact on our business and
financial positions and prospects if any of the aforesaid key personnel cease to serve our Group and
appropriate persons cannot be found to replace them. There is no assurance that we will be able to retain
and attract capable staff in the future.

We are subject to credit risk in respect of our accounts and other receivables

Although the majority of our revenue during the Track Record Period was derived from Contract
Customers which are reputable insurance companies and corporations in Hong Kong, there is no
assurance that our customers will always settle our invoices on time and in full. As at 31 March 2014
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and 2015 and 31 December 2015, we recorded accounts receivables of approximately HK$8,805,000,
HK$10,238,000 and HK$8,214,000 respectively, of which approximately HK$3,000, HK$476,000 and
HK$351,000 respectively had been past due but not impaired as at the end of the respective reporting
periods. For each of FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, our
accounts receivables turnover days were approximately 39.5 days, 40.0 days and 37.7 days respectively.

Any difficulty in collecting a substantial portion of our accounts and other receivables could
materially and adversely affect our cash flows and financial position.

Our costs of operation including, in particular, cost of medical and dental professional services,
cost of our medical and dental professional staff, rental expenses, and cost of medical and dental
supplies, may increase and any significant changes in the markets of these goods and services
could have a material and adverse impact on our business, results of operations and financial
condition

Our costs of operation mainly include cost of medical and dental professional services, cost of our
medical and dental professional staff, cost of medical and dental supplies, and rental expenses. Cost of
medical and dental professional services include, among others, fees paid to Affiliated Doctors and
Affiliated Auxiliary Services Providers for medical services provided to Plan Members and fees paid to
external dentists (who are not our own Dentists or Dental Hygienists but who are engaged by us to
provide certain dental treatments at our Dental Clinics) for dental services provided to Self-paid
Patients. Rental expenses include rental costs of our various leased premises where our head office,
MediNet Centres and Dental Clinics are located. Cost of medical and dental supplies include costs of
drugs and medicine and other consumables necessary for our MediNet Centres and Dental Clinics
operations.

If there are any significant changes in the markets of these goods and services in Hong Kong, such
as any significant changes in the demand and supply in the professional labour markets for doctors and
dentists, the property leasing market, or the market for medical and dental supplies, our business, results
of operations and financial condition may be materially and adversely affected.

For instance, as a general reference for the recent trend of the wage level of doctors in Hong
Kong, the average monthly wage of contract doctors with 3 years or more of experience in the public
sector in Hong Kong has, according to the Ipsos Report, increased from approximately HK$48,100 in
2010 to approximately HK$59,000 in 2014, representing a CAGR of approximately 5.2%. In addition, as
a general reference for the recent trend of the wage level of dentists in Hong Kong, the average monthly
wage of contract dentists (orthodontics) with 3 years or more of experience in the public sector in Hong
Kong has, according to the Ipsos Report, increased from approximately HK$49,000 in 2010 to
approximately HK$60,000 in 2014, representing a CAGR of approximately 5.2%. Our Directors
consider that changes in the general wages of doctors and dentists in Hong Kong could affect the fees
charged by Affiliated Doctors and Affiliated Auxiliary Services Providers as well as the costs of our
MediNet Doctors and Dentists, which are among our most significant cost components. The following
sensitivity analysis illustrates the impact of hypothetical fluctuations in our medical and dental
professional services expenses on our profits during the Track Record Period. The hypothetical
fluctuation rates are set at 3% and 7%, which correspond to the approximately minimum and maximum
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year-on-year fluctuations in the average salary of doctors and dentists as shown in the Ipsos Report (see
“Industry overview — Potential challenges — Rising cost of medical and dental professional services”
in this prospectus) and are therefore considered reasonable for the purpose of this sensitivity analysis:

Hypothetical fluctuations in our medical
and dental professional services expenses +3% +7% -3% -7 %
HK$’000  HK$'000  HK$’000  HK$'000

Change in profit before tax (Note 1)

FY2013/14 (1,120) (2,612) 1,120 2,612
FY2014/15 (1,139) (2,657) 1,139 2,657
Nine-month period ended 31 December 2015 (955) (2,227) 955 2,227

Change in profit after tax (Note 2)

FY2013/14 (935) (2,181) 935 2,181
FY2014/15 951) (2,219) 951 2,219
Nine-month period ended 31 December 2015 (797) (1,860) 797 1,860
Notes:

1. Our profit before tax was approximately HK$6,800,000 for FY2013/14 and approximately HK$12,736,000 for

FY2014/15. We recorded loss before tax of approximately HK$2,347,000 for the nine-month period ended 31
December 2015.

2. Our profit after tax was approximately HK$5,542,000 for FY2013/14 and approximately HK$10,549,000 for
FY2014/15. We recorded loss after tax of approximately HK$3,976,000 for the nine-month period ended 31
December 2015.

Although there has also been a steady increase in the number of registered doctors (from 12,620 in
2010 to 13,417 in 2014, representing a CAGR of approximately 1.5%) and registered dentists (from
2,179 in 2010 to 2,343 in 2014, representing a CAGR of approximately 4.3%) in Hong Kong according
to the Ipsos Report, there can be no assurance that there will not be a significant shortage of doctors
and/or dentists in Hong Kong in the future, in which case our cost of medical and dental professional
services may increase and our business and financial positions and prospects may be materially and
adversely affected.

In addition, when our existing leases for our various premises approach expiration, there can be no
assurance that our Group will be able to renew them on similar terms or at all. There is also no
assurance that the landlords of the premises of our existing head office, MediNet Centres and Dental
Clinics will not terminate the respective leases prior to the expiry of the relevant terms. If we are unable
to renew the existing leases or are required to relocate our head office, MediNet Centres and/or Dental
Clinics, there is no assurance that we will be able to secure comparable locations, or on terms
comparable to existing terms. The number of patient visits may decline and our business will suffer if
we are unable to relocate our MediNet Centres and/or Dental Clinics to new premises that patients find
easily accessible. We may also incur substantial expenses associated with relocation and renovation,
which could disrupt our operations and increase our operating costs.
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MediNet Centres may be affected by outbreaks of communicable diseases

Any recurrence of Severe Acute Respiratory Syndrome (or SARS) or an outbreak of any other
epidemics in Hong Kong, such as avian influenza A (H5N1 or H7NO9) virus or influenza A (HINI)
virus, Middle East Respiratory Syndrome (or MERS), or other communicable diseases could have a
material adverse effect on our operations. In the event that such outbreaks occur at any of our MediNet
Centres, greater infection control measures may be implemented with the possibility of temporary
closures of the affected MediNet Centres and/or quarantine of all affected MediNet Doctors and/or other
medical professionals working at the MediNet Centres. Any failure to manage the spread of
communicable diseases in Hong Kong may significantly undermine public confidence in the healthcare
system and could significantly reduce the number of patient visits to our MediNet Centres as patients
defer their treatments or switch to other medical centres for treatments, which could materially and
adversely affect our business, results of operations and financial condition.

Our financial performance is expected to be affected by non-recurring expenses in relation to the
Listing

Our Directors estimate that the total amount of expenses in relation to the Listing is approximately
HK$22.7 million, of which approximately HK$7.7 million is directly attributable to the issue of the
Placing Shares and is expected to be accounted for as a deduction from equity upon Listing. The
remaining amount of approximately HK$15.0 million, which cannot be so deducted, shall be charged to
profit or loss. Of the approximately HK$15.0 million that shall be charged to profit or loss,
nil, approximately HK$0.3 million and approximately HK$9.2 million have been charged for each of
FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015 respectively, and
approximately HK$1.2 million and approximately HK$4.3 million are expected to be incurred for the
remaining three months of FY2015/16 and for the year ending 31 March 2017, respectively. Listing
expenses are non-recurring in nature. Our Directors expect that our Group’s financial performance for
FY2015/16 and for the year ending 31 March 2017 will be materially and adversely affected by the
expenses in relation to the Listing.

Our insurance coverage may not completely cover the risks related to our business and operations

According to our Group’s policy, MediNet Doctors, Dentists, external dentists engaged by us,
Affiliated Doctors and certain Affiliated Auxiliary Services Providers are required to maintain their own
professional indemnity insurance against legal costs and compensation payments involved in clinical
negligence claim (where such insurances coverage are usually subject to certain limitations including
criminal proceedings and fraud allegations that are excluded from the scope of such indemnity).
However, there is no guarantee that any claims or litigation brought by patients will not exceed the
insurance coverage in place and these patient may look to our Group to satisfy their claims, which could
lead to potential proceedings.

In addition, our Group maintains (i) a general office package insurance policy with coverage
against, among other matters, accidental loss of or damage to the contents and equipment at our
premises including our head office, MediNet Centres and Dental Clinics, business interruption, general
public liability, and employees’ compensations (as required under the Employees’ Compensation
Ordinance (Chapter 282 of the Laws of Hong Kong)); (ii) motor vehicles insurance policies for our
owned motor vehicles; and (iii) a fire insurance policy for a previously owned residential property.
Nevertheless, we may face liabilities that exceed our available insurance coverage or arise from claims
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outside the scope of our insurance coverage. If our Group experiences any business disruption due to
outbreaks of communicable diseases or other factors outside of our control or natural or man-made
disasters, we may incur significant costs that may not be covered by insurance at all. Any costs arising
from uninsured losses could have a material adverse effect on our business, results of operations and
financial condition.

Failure to protect information of our Contract Customers, Self-paid Patients and/or Plan Members
from leakage or improper use could expose our Group, Doctors, Dentists and/or Affiliated
Auxiliary Services Providers to claims or litigation

Doctors, Dentists and certain Affiliated Auxiliary Services Providers are required by the applicable
codes of professional conduct or discipline not to disclose medical information of patients to any third
party without patient’s consent (except in certain specific circumstances). In Hong Kong, we are also
subject to the Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong), which limits
the use of personal data of individual patients collected by our Group to such purposes for which they
were collected, or for a directly related purpose, and prohibits the provision of patients’ medical records
to a third party without due authorisation from the patients. We have internal control measures in place
relating to confidentiality policies and measures but there can be no assurance that such policies and
measures can completely prevent leakage of customers’ or patients’ personal information or prevent such
information from being used for an improper purpose. Any breach of our confidentiality obligations
towards patients and/or customers could expose our Group, Doctors, Dentists and/or Affiliated Auxiliary
Services Providers to potential liabilities, such as claims or litigation, which may have an adverse
impact on our Group’s reputation and business and financial position and prospects.

We have held-for-trading investments, including various equity securities listed on the Stock
Exchange, which may be subject to market volatility and may decrease in value

As at 31 March 2014 and 2015 and 31 December 2015, we had held-for-trading investments which
amounted to approximately HK$659,000, HK$4,583,000 and HK$3,758,000 respectively. Such held-for-
trading investments included certain equity securities listed on the Stock Exchange, which were
purchased with our idle funds in the past and held for trading purposes.

The value of held-for-trading investments are subject to a variety of risks including but not limited
to market risk, liquidity risk, company-specific risks, etc. The value may increase or decrease or even
become valueless. In the event that the value of held-for-trading investments significantly decreases or
becomes valueless, our liquidity and financial condition may be adversely affected.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Our business operations are affected by competition from other corporate medical and dental
solutions providers and medical and dental services providers in Hong Kong

The corporate medical and dental solutions industry and the medical and dental services industry in
Hong Kong are highly competitive. While we strive to strengthen our position as an established service
provider in the industry, we face intense competition from other corporate medical and dental solutions
providers and medical and dental services providers in both the public and private sectors in Hong
Kong. Our ability to compete effectively with our competitors depends on a variety of factors, such as
service quality, brand recognition, geographical coverage, reputation, cost control, sufficiency of
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professional staff, fees level, as well as other factors mentioned elsewhere in this section. Any
significant competitive advantages possessed by our competitors may enable them to increase their
market shares which may result in a lower profit margin and loss of market share for us. If we cannot
compete effectively or maintain or grow our market share, our business, results of operations and
financial condition may be materially and adversely affected.

We rely on a single geographical market (i.e. Hong Kong) and any adverse economic, social and/or
political conditions affecting the market may adversely affect our business

Currently, our Group’s business operations are based in Hong Kong. Our business operations and
the demand for our services are therefore exposed to any material region-wide adverse events such as
any deterioration in the economic, social, regulatory and/or political conditions in Hong Kong and any
occurrence of social unrest, strike, riot, civil disturbance, disobedience, natural disasters or terrorist
attacks in Hong Kong. Due to the limited geographical coverage of our operations, the aforesaid
incidents may materially and adversely affect our business, results of operations and financial condition.

Unpredictability as to future development on regulations and enactment of new laws relating to the
medical and/or dental industry may adversely affect our operations

There is always a degree of unpredictability in relation to what new laws and regulations will be
applicable to our business. The Government may impose more stringent compliance standards or
regulations in connection with the corporate medical and dental solutions industry and/or the medical
and dental services industry in Hong Kong. Any change in compliance standards or any new laws or
regulations may render it more restrictive for us to conduct our business. In this connection, there is no
assurance that we will be able to adapt to such changes within a short period of time, and the failure to
sufficiently and promptly respond to such changes may materially and adversely affect our business,
financial condition and results of operation. Further, compliance with new rules, laws and regulations
may increase our operating costs and in turn, lower our profit margins and may have a material adverse
effect on the results of our operations.

In particular, the Food and Health Bureau of the Government issued the Consultation Document on
the Regulation of Private Healthcare Facilities in December 2014, which will, in the opinion of the
Senior Counsel, likely lead to changes designed to govern corporate structures such as our Group, i.e.
facilities providing medical services under the management of incorporated bodies. For further
information, please refer to the section headed “Regulatory overview — Government’s Consultation
Document on the Regulation of Private Healthcare Facilities and its potential impact on our Group” in
this prospectus. As the legislative regime has yet to be conclusively set out, it is not clear what precise
requirements may be imposed, and are therefore necessary to be complied with by our Group.
Nevertheless, the Senior Counsel stated that it would seem necessary, as a first step, for our Group to
apply for a license under the new legislative regime governing private healthcare facilities as and when
it is finally introduced. If such licensing requirement is introduced, there is no assurance that our Group
will be able to obtain such a license. In the event that we are unable to do so under such scenario, our
business operation and prospect will be materially and adversely affected.
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RISKS RELATING TO HONG KONG
The general economic conditions in Hong Kong may affect our business and financial positions

Our performance and financial position are heavily dependent on the state of the economy of Hong
Kong as we derive our revenue from our operations in Hong Kong during the Track Record Period. In
the event that there is a downturn in the economy of Hong Kong, our results of operations and financial
position may be severely and adversely affected.

The state of political environment in Hong Kong may affect our business and financial positions

Hong Kong is a special administrative region of the People’s Republic of China and enjoys a high
level of autonomy under the principle of ‘“one country, two systems” according to the Basic Law of
Hong Kong. However, we are not in any position to guarantee the implementation of the “one country,
two systems” principle and the level of autonomy as currently in place at the moment. Since our
operations are located in Hong Kong, any change of such political arrangements may post immediate
threat on the stability of the economy of Hong Kong, thereby directly and negatively affecting our
results of operations and financial position.

RISKS RELATING TO THE PLACING

There has been no prior public market for the Shares and the liquidity, market price and trading
volume of the Shares may be volatile

Prior to the Listing, there is no public market for the Shares. The listing of, and the permission to
deal in, the Shares on the Stock Exchange do not guarantee the development of an active public market
or the sustainability thereof following completion of the Placing. Factors such as variations in our
Group’s revenue, earnings and cash flow, business strategies implemented or acquisitions made by our
Group or our competitors, loss of key personnel, litigation or claims brought against our Group,
fluctuations in the market prices for our services or the supplies of our Group, the liquidity of the
market for the Shares, and/or the general market sentiment regarding the industry in which we operate
could cause the market price and trading volume of the Shares to change substantially. In addition, both
the market price and liquidity of the Shares could be adversely affected by factors beyond our Group’s
control and unrelated to the performance of our Group’s business, especially if the financial market in
Hong Kong experiences a significant price and volume fluctuation. In such cases, investors may not be
able to sell their Shares at or above the Placing Price, or at all.

Investors may experience dilution if we issue additional Shares in the future

Our Company may issue additional Shares in the future. The increase in the number of Shares
outstanding after the issue would result in the reduction in the percentage ownership of the Shareholders
and may result in a dilution in the earnings per Share and net asset value per Share.

In addition, we may need to raise additional funds in the future to finance business expansion or
new development and acquisitions. If additional funds are raised through the issuance of new equity or
equity-linked securities of our Company other than on a pro-rata basis to the existing Shareholders, the
shareholding of such Shareholders in our Company may be reduced or such new securities may confer
rights and privileges that take priority over those conferred by the Placing Shares.
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Any disposal by the Controlling Shareholders or a Substantial Shareholder of Shares in the public
market could materially and adversely affect the market price of the Shares

There is no guarantee that our Controlling Shareholders or Substantial Shareholder will not dispose
of their Shares following the expiration of their respective lock-up periods after the Listing. Our Group
cannot predict the effect, if any, of any future sales of the Shares by any of the Controlling Shareholders
or Substantial Shareholder, or that the availability of the Shares for sale by any of the Controlling
Shareholders or Substantial Shareholder may have on the market price of the Shares. Sales of a
substantial number of Shares by any of the Controlling Shareholders or Substantial Shareholder or the
market perception that such sales may occur could materially and adversely affect the prevailing market
price of the Shares.

The Underwriting Agreement may be terminated under certain circumstances

Prospective investors should note that the Lead Manager (also in its capacity as the Underwriter) is
entitled to terminate its obligations under the Underwriting Agreement by giving notice in writing to us
upon the occurrence of any of the events set out in the section headed “Underwriting — Grounds for
termination” of this prospectus at any time prior to 8:00 a.m. (Hong Kong time) on the Listing Date.
Such event may include, without limitation, any acts of God, wars, riots, public disorder, civil
commotion, epidemic, fire, flood, explosions, acts of terrorism, strikes or lock-outs.

Future issues, offers or sale of Shares may adversely affect the prevailing market price of the
Shares

Future issues of Shares by our Company or the disposal of Shares by any of the Shareholders or
the perception that such issues or disposal may occur, may negatively impact the prevailing market price
of the Shares. We cannot give any assurance that such event will not occur in the future.

RISKS RELATING TO THIS PROSPECTUS

Statistics and industry information contained in this prospectus may not be accurate and should
not be unduly relied upon

Certain facts, statistics, and data presented in the section headed “Industry overview” and
elsewhere in this prospectus relating to the industry in which we operate have been derived, in part,
from various publications and industry-related sources prepared by the Government or independent third
parties. In addition, certain information and statistics set forth in that section and elsewhere in this
prospectus have been extracted from the Ipsos Report, a market research report commissioned by us and
prepared by Ipsos, an independent market research agency. Our Company believes that the sources of
the information are appropriate sources for such information, and the Sponsor and our Directors have
taken reasonable care to extract and reproduce the publications and industry-related sources in this
prospectus. In addition, our Company has no reason to believe that such information is false or
misleading or that any fact that would render such information false or misleading has been omitted.
However, none of our Group, our Directors, the Sponsor, nor any parties involved in the Placing have
independently verified, or make any representation as to, the accuracy of such information and statistics.
It cannot be assured that statistics derived from such sources will be prepared on a comparable basis or
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that such information and statistics will be stated or prepared at the same standard or level of accuracy
as, or consistent with, those in other publications within or outside Hong Kong. Accordingly, such
information and statistics may not be accurate and should not be unduly relied upon.

Our Group’s future results could differ materially from those expressed or implied by the forward-
looking statements

Included in this prospectus are various forward-looking statements that are based on various
assumptions. Our Group’s future results could differ materially from those expressed or implied by such
forward-looking statements. For details of these statements and the associated risks, please refer to the
section headed “Forward-looking statements” in this prospectus.

Investors should read this entire prospectus carefully and we strongly caution you not to place any
reliance on any information (if any) contained in press articles or other media regarding us and/or
the Placing including, in particular, any financial projections, valuations or other forward-looking
statements

Prior to the publication of this prospectus, there may be press or other media, which contains
certain information referring to us and/or the Placing that is not set out in this prospectus. We wish to
emphasise to potential investors that neither we nor any of the Sponsor, the Lead Manager and the
Underwriter, nor the directors, officers, employees, advisers, agents or representatives of any of them, or
any other parties involved in the Placing (collectively, the “Professional Parties™) has authorised the
disclosure of any such information in any press or media, and neither the press reports, any future press
reports nor any repetition, elaboration or derivative work were prepared by, sourced from, or authorised
by us or any of the Professional Parties. Neither we nor any Professional Parties accept any
responsibility for any such press or media coverage or the accuracy or completeness of any such
information. We make no representation as to the appropriateness, accuracy, completeness or reliability
of any such information or publication. To the extent that any such information is not contained in this
prospectus or is inconsistent or conflicts with the information contained in this prospectus, we disclaim
any responsibility and liability whatsoever in connection therewith or resulting therefrom. Accordingly,
prospective investors should not rely on any such information in making your decision as to whether to
invest in the Placing Shares. You should rely only on the information contained in this prospectus.
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WAIVER AND EXEMPTION FROM STRICT COMPLIANCE WITH
GEM LISTING RULES AND THE COMPANIES (WINDING UP AND
MISCELLANEOUS PROVISIONS) ORDINANCE

WAIVER AND EXEMPTION IN RESPECT OF FINANCIAL STATEMENTS IN THIS
PROSPECTUS

According to Rules 7.03(1) and 11.10 of the GEM Listing Rules, the accountants’ report as set out
in Appendix I to this prospectus must include the consolidated results of our Group in respect of the two
financial years ended 31 March 2016 (being the two financial years immediately preceding the issue of
this prospectus) or such shorter period as may be acceptable to the Stock Exchange.

Similarly, according to section 342(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, our Company, as a company incorporated outside Hong Kong and proposing to
offer its shares for subscription, must state the matters specified in Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance and set out the reports specified in
Part II of that schedule in its prospectus.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (as modified by section 5(3) of the Companies (Exemption of
Companies and Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of
Hong Kong)), our Company is required to include in this prospectus a statement as to the gross trading
income or sales turnover (as may be appropriate) of our Company for each of the two years ended 31
March 2016 and include an explanation of the method used for the computation of such income or
turnover and a reasonable breakdown between the more important trading activities. According to
paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (as modified by section 5(3) of the Companies (Exemption of Companies and
Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of Hong Kong)), our
Company is required to include in this prospectus a report by the auditors of our Company in respect of
the profits and losses and assets and liabilities of our Company for each of the two years ended 31
March 2016.

The accountants’ report for the two years ended 31 March 2015 and the nine-month period ended
31 December 2015 is set out in Appendix I to this prospectus. However, strict compliance with
paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance (as modified by section 5(3) of the Companies (Exemption of
Companies and Prospectuses from Compliance with Provisions) Notice (Chapter 32L of the Laws of
Hong Kong)) and Rules 7.03(1) and 11.10 of the GEM Listing Rules would be unduly burdensome and
the exemption would not prejudice the interest of the investing public given the following:

(i) there would not be sufficient time for the Group and the reporting accountants to complete
the audit work on the full financial information for the year ended 31 March 2016 for
inclusion in this prospectus, which shall be issued on or before 24 May 2016. If the financial
information is required to be audited up to 31 March 2016, the Company and the reporting
accountants would have to undertake a considerable amount of work to prepare, update and
finalise the accountants’ report and this prospectus and the relevant sections of this
prospectus will need to be updated to cover such additional period;
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(i1)

(iii)

the Directors and the Sponsor are of the view that (a) the accountants’ report covering the
two years ended 31 March 2015 and the nine-month period ended 31 December 2015,
together with the loss estimate of the Group for the year ended 31 March 2016 as set out in
Appendix III to this prospectus already provides potential investors with adequate and
reasonably up-to-date information in the circumstances to form a view on the track record
and earnings trend of our Group; and (b) all information that is necessary for the potential
investors to make an informed assessment of the activities, assets and liabilities, financial
position, management and profitability of the Company has been included in this prospectus;
and

the Directors and the Sponsor confirmed that they have performed sufficient due diligence to
ensure that, up to the date of this prospectus, there has been no material adverse change in
our Group’s financial and trading positions or prospects since 31 December 2015 and there is
no event since 31 December 2015 which would materially affect the information shown in
the accountants’ report set out in Appendix I to this prospectus, the loss estimate of the
Group for the year ended 31 March 2016 as included in Appendix III to this prospectus and
the section headed “Financial information” in this prospectus and other parts of this
prospectus.

In such circumstances, an application has been made to the Stock Exchange for, and the Stock

Exchange has granted to our Company, a waiver from strict compliance with Rules 7.03(1) and 11.10 of
the GEM Listing Rules, on the conditions that:

(1)

(i1)

(iii)

(iv)

(v)

this prospectus shall be issued on or before 24 May 2016 and the proposed listing of the
Shares will take place on or before 31 May 2016;

the SFC granting a certificate of exemption from strict compliance with requirements under
section 342(1) in respect of the requirements under paragraphs 27 and 31 of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance subject to
such conditions as the SFC thinks fit in the granting of such certificate of exemption;

a loss estimate for the year ended 31 March 2016 in compliance with Rules 14.29 to 14.31 of
the GEM Listing Rules shall be included in this prospectus;

a Directors’ statement that there is no material adverse change to the financial and trading
positions or prospects of our Group with specific reference to the trading results since 31
December 2015 and up to the date of this prospectus shall be included in this prospectus; and

our Company shall publish our results announcement for the financial year ended 31 March
2016 no later than 30 June 2016 in compliance with Rule 18.49 of the GEM Listing Rules.
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MISCELLANEOUS PROVISIONS) ORDINANCE

An application has also been made to the SFC for a certificate of exemption from strict compliance
with section 342(1) in respect of the requirements under paragraph 27 of Part I and paragraph 31 of Part
IT of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance in
relation to the inclusion of the accountants’ report for the full year ended 31 March 2016 in this
prospectus. A certificate of exemption has been granted by the SFC under section 342A of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance on the conditions that:

(i) this prospectus shall be issued on or before 24 May 2016; and

(i1) the particulars of the exemption shall be set out in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong), the Securities and Futures (Stock
Market Listing) Rules (Subsidiary Legislation Chapter 571V of the Laws of Hong Kong) and the GEM
Listing Rules for the purpose of giving information with regard to our Company. Our Directors, having
made all reasonable enquiries, confirm that to the best of their knowledge and belief, the information
contained in this prospectus is accurate and complete in all material respects and not misleading or
deceptive and there are no other matters the omission of which would make any statement in this
prospectus misleading.

FULLY UNDERWRITTEN

This prospectus is published solely in connection with the Placing and the listing of the Shares on
GEM, which is sponsored by the Sponsor and is managed by the Lead Manager. The Placing Shares are
fully underwritten by the Underwriter pursuant to the Underwriting Agreement. For further information
about the Underwriter and the placing and underwriting arrangements, please refer to the section headed
“Underwriting — Underwriter” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE PLACING SHARES

Each person acquiring the Placing Shares will be required to confirm, or be deemed by his/her
acquisition of Placing Shares to confirm, that he/she is aware of the restrictions on offers and sales of
the Placing Shares described in this prospectus.

No action has been taken in any jurisdiction other than Hong Kong to permit the offering of the
Placing Shares or the distribution of this prospectus. This prospectus is not an offer or invitation in any
jurisdiction in which it is not authorised, and is not an offer or invitation to any person to whom it is
unlawful to make an unauthorised offer or invitation.

The distribution of this prospectus and the offering of the Placing Shares in other jurisdictions are
subject to restrictions and may not be made except as permitted under the applicable laws or any
applicable rules and regulations of such jurisdictions pursuant to registration with or authorisation by the
relevant regulatory authorities as an exemption therefrom.

Prospective investors for the Placing Shares should consult their financial advisors and take legal
advice, as appropriate, to inform themselves of, and to observe, all applicable laws and regulations of
any relevant jurisdiction. Prospective investors for the Placing Shares should inform themselves as to the
relevant legal requirements of applying for the Placing Shares and any applicable exchange control
regulations and applicable taxes in the countries of their respective citizenship, residence or domicile.

The Placing Shares are offered solely on the basis of the information contained and representations
made in this prospectus. No person is authorised in connection with the Placing to give any information
or to make any representation not contained in this prospectus, and any information or representation not
contained herein must not be relied upon as having been authorised by our Company, the Sponsor, the
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Lead Manager, the Underwriter, and any of their respective directors or any other persons involved in
the Placing. It is expected that, pursuant to the Placing, the Underwriter will conditionally place the
Placing Shares on behalf of our Company with investors.

STRUCTURE AND CONDITIONS OF THE PLACING

The structure and conditions of the Placing are set forth in the section headed *“Structure and
conditions of the Placing” in this prospectus.

APPLICATION FOR LISTING ON GEM

Our Company has applied to the Stock Exchange for the listing of, and permission to deal in, the
Shares in issue and to be issued pursuant to the Capitalisation Issue and the Placing.

No part of the share or loan capital of our Company is listed, traded or dealt in on any stock
exchange.

A total of 260,000,000 Placing Shares representing 25% of the enlarged issued share capital of our
Company immediately following completion of the Capitalisation Issue and the Placing will be made
available under the Placing.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance, if
the permission for the Shares offered under this prospectus to be listed on GEM has been refused before
the expiration of three weeks from the date of the closing of the Placing or such longer period not
exceeding six weeks as may, within the said three weeks, be notified to our Company for permission by
or on behalf of the Stock Exchange, then any allotment made on an application in pursuance of this
prospectus shall, whenever made, be void.

Pursuant to Rule 11.23(7) of the GEM Listing Rules, at the time of Listing and at all times
thereafter, our Company must maintain the minimum prescribed percentage of at least 25% of the issued
share capital of our Company in the hands of the public. A total of 260,000,000 Placing Shares
representing 25% of the enlarged issued share capital of our Company will be in the hands of the public
immediately following completion of the Capitalisation Issue and the Placing and upon Listing.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential applicants for the Placing Shares are recommended to consult their professional advisers
if they are in doubt as to the taxation implications of the subscription for, holding, purchase, disposal of
or dealing in the Shares or exercising their rights thereunder. It is emphasised that none of our
Company, our Directors, the Sponsor, the Lead Manager, the Bookrunner, the Underwriter, their
respective directors, supervisors, agents or advisors or any other person involved in the Placing accepts
responsibility for any tax effects on, or liabilities of, holders of Shares resulting from the subscription
for, holding, purchase, disposal of or dealing in the Shares or the exercise of their rights thereunder.

_ 47 -



INFORMATION ABOUT THIS PROSPECTUS AND THE PLACING

SHARE REGISTRAR, REGISTRATION AND STAMP DUTY

All the Placing Shares will be registered on the Hong Kong branch register of members of our
Company in Hong Kong by the Hong Kong Branch Share Registrar. Dealings in the Shares registered on
our Company’s branch register of members maintained in Hong Kong will be subject to Hong Kong
stamp duty. Dealings in the Shares registered on the principal register of members of our Company
maintained on the Cayman Islands will not be subject to the Cayman Islands stamp duty.

The Shares are freely transferable. Only securities registered on the branch register of members of
our Company kept in Hong Kong may be traded on GEM unless the Stock Exchange otherwise agrees.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the approval of the listing of, and permission to deal in, the Shares on GEM and our
Company’s compliance with the stock admission requirements of HKSCC, the Shares will be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the
Listing Date or, under contingent situation, any other date as determined by HKSCC. Settlement of
transactions between participants of the Stock Exchange is required to take place in CCASS on the
second Business Day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. If investors
are unsure about the details of CCASS settlement arrangement and how such arrangements will affect
their rights and interests, they should seek the advice of their stockbroker or other professional adviser.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on GEM are expected to commence at 9:00 a.m. on Tuesday, 31 May 2016.
The Shares will be traded in board lots of 10,000 Shares each. The stock code for our Shares is 8161.
We will not issue temporary documents of title.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this prospectus,
this prospectus shall prevail. If there is any inconsistency between the Chinese names of the Chinese
entities mentioned in this prospectus and their English translation, the Chinese names shall prevail.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, totals of rows or columns of numbers in tables may not be equal to the
apparent total of individual items. Where information is presented in thousands or millions of units,
amounts may have been rounded up or down. Any discrepancies in any table between totals and sums of
amounts listed therein are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE PLACING

DIRECTORS
Name Residential address Nationality
Executive Directors

Mr. CHAN Chi Wai Nelson (B &%) House 57 Chinese
Cedar Drive
Redhill Peninsula
Tai Tam
Hong Kong

Ms. JIANG Jie (1) House 57 Chinese
Cedar Drive
Redhill Peninsula

Tai Tam
Hong Kong
Independent non-executive Directors
Dr. LIEU Geoffrey Sek Yiu (B2§%3%) Flat B, 4/F, Block 2 Chinese

Flora Garden

7 Chun Fai Road
Jardine’s Lookout
Hong Kong

Mr. LEUNG Po Hon ((PE ) Flat A, 13/F, Block 2 Chinese
80 Robinson Road
Mid Level
Hong Kong

Mr. WONG Wai Leung House 103 Chinese
(EEERE) Casa Marina II
1 Lo Ping Road
Tai Po, New Territories
Hong Kong

For further information on the profile and background of our Directors, please refer to the section
“Directors and Senior Management” in this prospectus.
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PARTIES INVOLVED

Sponsor Messis Capital Limited
A licensed corporation under the SFO to engage in type 1
(dealing in securities) and type 6 (advising on corporate
finance) of the regulated activities under the SFO
Room 1606, 16th Floor, Tower 2
Admiralty Centre
18 Harcourt Road

Hong Kong
Bookrunner, Lead Manager and Gransing Securities Co., Limited
Underwriter A licensed corporation under the SFO to engage in type 1

(dealing in securities), type 4 (advising on securities),
type 6 (advising on corporate finance) and type 9 (asset
management) of the regulated activities under the SFO
Rooms 805-806, Far East Consortium Building

121 Des Voeux Road Central

Hong Kong

Legal advisers to our Company As to Hong Kong law
Michael Li & Co.
Solicitors, Hong Kong
19th Floor, Prosperity Tower
39 Queen’s Road Central
Central, Hong Kong

As to Cayman Islands law
Conyers Dill & Pearman
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

Legal advisers to the Sponsor, As to Hong Kong law
Bookrunner, the Lead Manager Iu, Lai & Li Solicitors & Notaries
and the Underwriter Solicitors, Hong Kong
Rooms 2201, 2201A & 2202, 22/F
Tower 1

Admiralty Centre
No. 18 Harcourt Road
Hong Kong
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Reporting accountants and auditors

Internal control consultant

Compliance adviser

Property valuer

Deloitte Touche Tohmatsu
Certified Public Accountants
35/F, One Pacific Place

88 Queensway

Hong Kong

Baker Tilly Hong Kong Risk Assurance Limited
2/F, 625 King’s Road

North Point

Hong Kong

Messis Capital Limited

A licensed corporation under the SFO to engage in type 1
(dealing in securities) and type 6 (advising on corporate
finance) of the regulated activities under the SFO

Room 1606, 16th Floor, Tower 2

Admiralty Centre

18 Harcourt Road

Hong Kong

Asset Appraisal Limited
Room 901, 9th Floor

On Hong Commercial Building
No. 145 Hennessy Road
Wanchai

Hong Kong
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CORPORATE INFORMATION

Headquarters and principal place 7/F, KP Tower, 93 King’s Road
of business in Hong Kong North Point
Hong Kong

Company secretary Mr. LEUNG Man Fai (% 3CH#)

43A, Block 7 The Pacifica
9 Sham Shing Road
Cheung Sha Wan
Kowloon

Hong Kong

Compliance officer Mr. CHAN Chi Wai Nelson (B &%)

Authorised representatives Mr. CHAN Chi Wai Nelson (F &)
(for the purpose of the House 57
GEM Listing Rules) Cedar Drive
Redhill Peninsula
Tai Tam
Hong Kong

Mr. LEUNG Man Fai (% 3CH#)
43A, Block 7 The Pacifica

9 Sham Shing Road

Cheung Sha Wan

Kowloon
Hong Kong
Members of Audit Committee Mr. LEUNG Po Hon (RE %) (Chairman)

Dr. LIEU Geoffrey Sek Yiu (B2853%)
Mr. WONG Wai Leung (¥ 1f&#H2)

Members of Remuneration Committee Mr. WONG Wai Leung ((&1&#2) (Chairman)
Mr. LEUNG Po Hon (F2E{i#)
Mr. CHAN Chi Wai Nelson (P &%)

Members of Nomination Committee Mr. LEUNG Po Hon (RE %) (Chairman)
Mr. WONG Wai Leung (#1f&#})
Mr. CHAN Chi Wai Nelson (P& )

Cayman Islands principal share registrar Codan Trust Company (Cayman) Limited
and transfer office Cricket Square
Hutchins Drive
P.O. Box 2681
Grand Cayman, KY1-1111
Cayman Islands
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CORPORATE INFORMATION

Hong Kong branch share registrar Tricor Investor Services Limited
and transfer office Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong
Principal bankers Nanyang Commercial Bank, Limited
151 Des Voeux Road Central
Hong Kong
Company website www.MediNetGroup.com

(information contained in this website does not form part

of this prospectus)
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INDUSTRY OVERVIEW

This and other sections of this prospectus contain information relating to the industry in which
we operate. Certain information and statistics contained in this section have been derived from
various official and publicly available sources. In addition, certain information and statistics set
forth in this section have been extracted from a market research report commissioned by us and
prepared by Ipsos, an independent market research agency. We believe that the sources of such
information and statistics are appropriate and have taken reasonable care in extracting and
reproducing such information and statistics. Our Directors have no reason to believe that such
information or statistics is false or misleading in any material respect of that any fact has been
omitted that would render such information or statistics false or misleading in any material respect.
However, such information and statistics have not been independently verified by us, the Sponsor, the
Lead Manager, the Bookrunner, the Underwriter, our or their respective directors and officers or any
other parties involved in the Placing. No representation is given as to the accuracy or completeness
of such information and statistics. Our Directors confirm that after taking reasonable care, there is
no adverse change in the market information since the date of the Ipsos Report which may qualify,
contradict or have an impact on the information in this section.

SOURCE OF INFORMATION

We commissioned Ipsos, an independent market research consulting firm, to conduct an analysis
of, and to report on, the healthcare industry in Hong Kong and the relevant sub-industries, including the
corporate medical solutions industry and medical and dental services industry in Hong Kong. A total fee
of HK$458,000 was paid to Ipsos for the preparation of the Ipsos Report. The Ipsos Report has been
prepared by Ipsos independent of our Group’s influence. Except as otherwise noted, the information and
statistics set forth in this section have been extracted from the Ipsos Report. The payment of such
amount was not conditional on our Group’s successful listing or on the results of the Ipsos Report.

Ipsos has been engaged in a number of market assessment projects in connection with initial public
offerings in Hong Kong. Ipsos is part of a group of companies which employs approximately 16,000
personnel worldwide across 87 countries. Ipsos conducts research on market profiles, market sizes and
market share and performs segmentation analysis, distribution and value analysis, competitor tracking
and corporate intelligence.

The Ipsos Report includes information on the healthcare industry in Hong Kong and the relevant
sub-industries, including the corporate medical solutions industry and medical and dental services
industry in Hong Kong. The information contained in the Ipsos Report is derived by means of data and
intelligence gathering which include: (i) client consultations; (ii) secondary research including desk
research; and (iii) primary research, including interviews with key stakeholders and industry experts
such as chained and non-chained private clinics, dentists, medical insurance companies and industry
association in Hong Kong, etc.

Information gathered by Ipsos has been analysed, assessed and validated using Ipsos in-house
analysis models and techniques. According to Ipsos, this methodology guarantees a full circle and
multilevel information sourcing process, where information gathered can be cross-referenced to ensure
accuracy.
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All statistics are based on information available as at the date of the Ipsos Report. Other sources of
information, including government, trade associations or marketplace participants, may have provided
some of the information on which the analysis or data is based.

Ipsos developed its estimates or forecasts on the following bases and assumptions: (i) it is assumed
that the supply and demand for healthcare industry in Hong Kong are stable over the forecast period;
and (ii) it is assumed that there is no external shock such as financial crisis or natural disasters to affect
the demand and supply of the healthcare industry in Hong Kong during the forecast period.

HEALTHCARE INDUSTRY IN HONG KONG

Hong Kong’s healthcare system runs on a dual-track basis, consisted of the public and the private
sectors. Public healthcare sector acts as the safety net for the mass public while the private care sector
targets those who can afford and are willing to pay for more personalised and convenient healthcare
services.

Healthcare services broadly include curative care, rehabilitative and extended care, long-term care,
ancillary services to health care, medical goods outside the patient care setting, prevention and public
health services, and health programme administration and health insurance, from both private and public
healthcare sectors. Total revenue of the healthcare industry in Hong Kong experienced growth from
approximately HK$92.1 billion in 2010 to approximately HK$123.6 billion in 2014, representing a
CAGR of approximately 7.6% during this period, as set forth in the chart below:

Total revenue of healthcare industry in Hong Kong
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Source: The Ipsos Report

Note: The letter “E” denotes estimated figures and the letter “F” denotes forecasted figures. The figures for the calendar
years of 2013 and 2014 are estimated values as the actual figures have not yet been available as at the Latest
Practicable Date.

The Ipsos Report stated that the major reason for the upward trend is the ageing population of
Hong Kong. The proportion of Hong Kong’s population aged 65 or above increased from approximately
13.1% in 2010 to approximately 14.2% in 2013. In addition, the healthcare industry in Hong Kong is
also driven by an increase in the overall population in Hong Kong as well as the support from an
increasing number of people from the mainland China seeking medical services in Hong Kong. With
strong demand from the local ageing population and from the mainland China and coupled with the high
life expectancy in Hong Kong which increased modestly at a CAGR of approximately 0.3% from 2010
to 2014 and which reached 86.9 years for female and 81.2 years for male in 2014, there is an anticipated
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growth in the demand for healthcare services in Hong Kong. In addition, the general inflation in Hong
Kong exerted upward pressure on the price of healthcare services and medicines, further driving up the
expected expenditures on healthcare services in the coming years. It is on such basis, coupled with
Ipsos’s research and analysis, that the Ipsos Report forecasted that the total revenue of the healthcare
industry in Hong Kong would steadily increase from approximately HK$133.6 billion in 2015 to
approximately HK$179.1 billion in 2019.

CORPORATE MEDICAL SOLUTIONS INDUSTRY IN HONG KONG
Overview

According to the Ipsos Report, corporations with sufficiently large size and number of employees
usually directly approach and engage major corporate medical solutions providers (such as our Group)
for administering medical benefits plans for their employees. In addition, instead of directly dealing with
a large number of doctors and clinics by themselves, insurance companies in Hong Kong usually enter
into contracts with several major corporate medical solutions providers (such as our Group) at the same
time to ensure sufficient coverage of medical services for their policyholders and/or employees of their
policyholders.

Market size

There has been a substantial growth in the total revenue of the corporate medical solutions industry
in Hong Kong from approximately HK$1,315 million in 2010 to approximately HK$1,938 million in
2014, representing a CAGR of approximately 10.2% during this period:

Total revenue of corporate medical solutions industry in Hong Kong

HKS$ million
2,500 —
2,077
1,938 ,
2,000 — 1,763 .
1,507
1,500 — 1315 1,447
1,000 —
500 —
0
2010 2011 2012 2013 2014 2015F

Source: The Ipsos Report

Note: The letter “F” denotes forecasted figures.

The Ipsos Report stated that the increasing trend was mainly due to (i) the growing number of
companies in Hong Kong, which translates into a higher demand for corporate medical solutions
services in Hong Kong; and (ii) the rising awareness of better welfare benefits for employees. The
number of companies in Hong Kong increased by approximately 11.4% from 2010 to 2014 and Hong
Kong is expected to remain as a major hub for multinational companies to set up regional offices,
resulting in a higher demand for the corporate medical solutions services in Hong Kong. In addition,
companies are expected to provide better welfare benefits for employees in order to attract and retain
talents, which will increase the demand for the corporate medical solutions services in Hong Kong.
Therefore, the Ipsos Report forecasted that the total revenue of corporate medical solutions services will
continue to increase in the coming years.
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Competitors

Based on Ipsos’s research and analysis, the total number of corporate medical solutions providers
remained relatively steady over the past five years at 15, 17, 17, 17 and 16 in year 2010, 2011, 2012,
2013 and 2014 respectively.

According to the Ipsos Report, the five leading corporate medical solutions providers in Hong
Kong in 2014 were:

° Quality Healthcare Asia Limited (‘“Quality Healthcare”), with its medical network
comprising approximately 580 points of service;

° Town Health International Medical Group Limited (a company listed on the Main Board of
the Stock Exchange with stock code 3886), including Dr. Vio & Partners, which is one of the
leading corporate medical solutions providers in Hong Kong and a majority equity stake of
which was acquired by Town Health International Medical Group Limited in 2014 (“Town
Health”), with its medical network comprising approximately 700 points of service;

° UMP Healthcare Holdings Limited (a company listed on the Main Board of the Stock
Exchange with stock code 722) (“UMP Healthcare’), with its medical network comprising
approximately 600 points of service;

° MediNet Services, one of our principal operating subsidiary, with our MediNet Network
comprising over 400 points of service; and

° Health Maintenance Medical Practice Limited (“HMMP”), with its medical network
comprising approximately 900 points of service.

The corporate medical solutions market in Hong Kong is dominated by the top three players,
namely, Quality Healthcare, UMP Healthcare, and Town Health. Such top three leading corporate
medical solutions providers together accounted for approximately 75.2% of the total revenue of the
corporate medical solutions industry in Hong Kong in 2014. MediNet Services ranked fourth, sharing
approximately 2.5% of the total revenue of the corporate medical solutions industry in Hong Kong in
2014:

Market share of major corporate medical solutions providers in Hong Kong in 2014

HMMP
24% &

MediNet Services
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Source: The Ipsos Report
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Entry barriers

According to the Ipsos Report and our Directors, the key barriers for new entrants to enter the

corporate medical solutions industry in Hong Kong include:

(1)

(ii)

Lack of an established network of medical services providers. Our Directors consider that
one of the reasons that our Contract Customers engage us for the provision of corporate
medical solutions is our well-established MediNet Network with more than 400 points of
services across Hong Kong providing comprehensive services accessible by Plan Members
with ease. Our Directors believe that a network with sufficient presence and penetration in
various districts across Hong Kong offering a sufficient coverage of different types of
general, specialist and auxiliary medical services for plan members is crucial in terms of
attracting corporations and insurance companies seeking corporate medical solutions services.
A new entrant without an established network of medical services providers will require
extensive connections with a large number and a broad range of medical professionals in
order to set up a network of medical service providers, and may therefore find it difficult to
attract sufficient number of medical professionals to join its network within a short period of
time.

Service quality. The Ipsos Report states that quality of services is among the top criteria for
customers seeking corporate medical solutions services. Our Directors consider that one of
the key services required to be provided by a corporate medical solutions provider is the
administration and coordination works for the customers, plan members, affiliated doctors
and affiliated auxiliary services providers, such as managing and updating the information in
relation to the plan members and the coverage of the medical benefits plans of plan members,
updating and informing contract customers and plan members of any changes in the network,
and responding to enquiries from customers, plan members, affiliated doctors and affiliated
auxiliary services providers. Our Directors believe that our Contract Customers look for
corporate medical solutions providers which can offer high quality of services to them as
well as to their relevant Plan Members, such as high responsiveness upon enquiries and user-
friendly administrative procedures. A new entrant lacking sufficient practical experience in
handling such administration and coordination works may find it difficult to perform its role
to the satisfaction of customers.

(iii) Reputation. Reputation in the corporate medical solutions industry gives customers

confidence as it is built on track record and quality of services through a long period of
time. Corporate medical solutions providers with a more well-established reputation is more
preferable than those with a lower prestige. A new entrant without track record and
reputation in the corporate medical solutions industry in Hong Kong may find it difficult to
attract corporations and insurance companies seeking reliable and reputable corporate medical
solutions providers.
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MEDICAL SERVICES INDUSTRY IN HONG KONG
Overview

Patients seeking medical services generally have the choice of visiting public or private healthcare
facilities. According to the Ipsos Report, patients visiting private clinics are typically persons with
medical insurance coverage or employees’ healthcare benefits, as well as those who can afford to pay
out-of-pocket for private medical consultation and medication. Patients may choose to visit private
clinics as the waiting time is often shorter (although the fee is more expensive) compared to visiting
public clinics or hospitals managed by the Hospital Authority of Hong Kong.

Market size

There has been a substantial growth in the total revenue of the private outpatient medical services
industry in Hong Kong from approximately HK$15.9 billion in 2010 to approximately HK$25.3 billion
in 2014, representing a CAGR of approximately 12.4% during this period:

Total revenue of private outpatient medical industry in Hong Kong
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Note: The letter “F” denotes forecasted figures.

The Ipsos Report stated that the increasing trend was mainly driven by the rise in demand for
private outpatient medical services in Hong Kong with the increasing strain on the public healthcare
system in Hong Kong. According to the Ipsos Report, it is expected that the total revenue of the private
outpatient medical services industry in Hong Kong will continue to grow in the coming years as a result
of high disposable income and higher demand for private healthcare services, particularly for prevention
and screening due to increased awareness, as well as the Government’s initiatives to shift medical
services to the private sector in order to more effectively address the demands for medical services from
Hong Kong’s ageing population.
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Competitors

According to the Ipsos Report, the total number of private medical clinics increased steadily from
approximately 3,840 in 2010 to approximately 4,260 in 2014, representing a CAGR of approximately
2.6%.

Based on the total revenue of the private outpatient medical industry in Hong Kong of
approximately HK$25.3 billion in 2014 and our revenue from the provision of medical services to Self-
paid Patients of approximately HK$13.1 million for FY2014/15, our market share in the private
outpatient medical services industry in Hong Kong was approximately 0.05%.

Factors of competition

According to the Ipsos Report and our Directors, private outpatient medical services providers in
Hong Kong mainly compete on the following areas:

(i)  Clinic’s location and scope of services. A clinic’s location, distance from customer base,
and ease of access for patients are key factors of competition. In addition, group practices
and integrated medical centres with high service capacity and short waiting time and
providing comprehensive scope of services may attract more patients and may have the
ability to charge premium prices.

(i1) Track record and reputation. Clinics with good doctor-patient relationships and experienced
doctors can attract recurring visits from patients and attract new patients through word of
mouth. This enables clinics to maintain a steady revenue stream from a stable patient base
and to develop track record and reputation.

(iii) Affiliation with networks. Clinics which have joined various networks similar to our
MediNet Network can attract patients who are members of corporate medical benefits plans.
Such patients may request for services not covered by their relevant benefits plans, thereby
generating additional income for the clinics.

DENTAL SERVICES INDUSTRY IN HONG KONG
Overview

According to the Ipsos Report, there are limited public dental care services in Hong Kong and the
majority of primary dental care services are provided by private dental practices. Public dental services
mainly target at three main groups of patients, namely, primary school students, Government civil
servants (together with their dependents and pensioners), and the elderly, to whom the Government
provides primary dental care. Demand for private dental services stems from individuals who are not
covered by public dental services, which typically include those with dental insurance coverage and/or
employees’ dental care benefits, as well as those who can afford to pay out-of-pocket for private dental
services.
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Market size

There has been a substantial growth in the total revenue of the private dental services industry in
Hong Kong from approximately HK$2,870 million in 2010 to approximately HK$4,930 million in 2014,
representing a CAGR of approximately 14.5% during this period:

Total revenue of private dental services industry in Hong Kong
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Source: The Ipsos Report

Note: The letter “F” denotes forecasted figures.

The Ipsos Report stated that the increasing trend was mainly driven by the increasing awareness
for basic oral health initiated by the commercial sector as well as the Oral Health Education Unit of the
Department of Health of the Government. According to the Ipsos Report, it is expected that the total
revenue of the private dental services industry in Hong Kong will continue to grow in the coming years
as a result of increasing disposal income, increasing oral health awareness, higher demands for
professional dental services, particularly for cleaning, screening, filling and extraction, as well as the
Government’s healthcare voucher subsidies to support Hong Kong’s ageing population to visit private
dental services providers.

Competitors

According to the Ipsos Report, the total number of private dental clinics increased steadily from
approximately 1,290 in 2010 to approximately 1,480 in 2014, representing a CAGR of approximately
3.5%, as a result of an increase in demand for primary dental care and dental treatments required by
Hong Kong’s aging population, particularly in teeth decay and prosthodontics, and an increasing amount
of dental insurance plans and employees’ healthcare benefits.

Based on the total revenue of the private dental services industry in Hong Kong of approximately
HK$4,929.9 million in 2014 and our revenue from the provision of dental services to Self-paid Patients
of approximately HK$18.3 million for FY2014/15, our market share in the private dental services
industry in Hong Kong was approximately 0.37%.
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Factors of competition

According to the Ipsos Report and our Directors, private dental services providers in Hong Kong
mainly compete on the following areas:

(i)  Dental clinic’s location and scope of services. A dental clinic’s location, distance from
customer base, and ease of access for patients are key factors of competition. Dental clinics
with high service capacity and short waiting time and providing comprehensive scope of
services from routine oral checkups to treating oral diseases can attract more patients and
may have the ability to charge premium prices.

(i1) Track record and reputation. Dental clinics with good dentist-patient relationships and
experienced dentists can attract recurring visits from patients and attract new patients through
word of mouth. This enables dental clinics to maintain a steady revenue stream from a stable
patient base and to develop track record and reputation.

(iii) Affiliation with networks. Dental clinics which are operated by corporate dental solutions
providers or those which have joined networks operated by corporate dental solutions
providers can attract patients who are members of corporate dental benefits plans. Such
patients may request for services not covered by their relevant benefits plans, thereby
generating additional income for the dental clinics.

INDUSTRY DRIVERS

According to the Ipsos Report, the corporate medical and dental solutions industry and the medical
and detail services industry in Hong Kong are expected to benefit from the following industry drivers:

(i) Increasing average life expectancy and aging population in Hong Kong

The average life expectancy in Hong Kong is relatively high due to Hong Kong’s developed socio-
economic condition and medical services, as well as increasing Government expenditure on public
health and hygiene. The average life expectancy in Hong Kong has been increasing modestly at a CAGR
of approximately 0.3% from 2010 to 2014, reaching 86.9 years for females and 81.2 years for males in
2014.

The proportion of Hong Kong’s population aged 65 or above also increased from approximately
13.1% in 2010 to approximately 14.2% in 2013. The proportion of elders in Hong Kong’s population is
estimated to further increase to about one in four by 2030. As the elderly typically require more medical
services, the increasing life expectancy and the increasing proportion of elders in the population of
Hong Kong is expected to drive up the demand for healthcare services in the coming years.

(ii) Increasing demand from patients due to higher disposable income, increasing health
awareness, Government subsidies for the elderly, and educational campaigns

The Ipsos Report states that there is expected to be an increasing demand from patients for both
medical and dental services due to various factors including but not limited to (a) higher disposable
income which can be spent on medical and dental services; (b) increasing health awareness, which will
result in expected increasing demand for preventive and screening healthcare services, which will in turn
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generate increasing demand for curative medical services; (c) increasing awareness for basic oral health
initiated by the commercial sector as well as the Oral Health Education Unit of the Department of
Health of the Government, which will result in increasing demand for dental services; (d) the healthcare
voucher scheme implemented by the Government since 2008 which provides financial support for the
elderly to pay for medical and dental care expenses while it was noted that the amount of subsidies from
the Government has an increasing trend from the annual subsidy to each elder aged 70 of HK$250 since
its implementation to HK$2,000 in 2014; and (e) the various educational campaigns initialed by the
private sector as well as the Government, such as the framework document entitled “Promoting Health
in Hong Kong: A Strategic Framework for Prevention and Control of Non-communicable Diseases”
introduced by the Government which was related to health promotion, as well as the oral health
promotion programmes implemented by the Oral Health Education Unit of the Department of Health of
the Government targeting at different age groups and disseminating oral health information through
different channels with an aim of enhancing the oral health of the public, which are expected to increase
the demand for preventative medical and dental care services in Hong Kong.

The Directors are of the view that the amount of private healthcare services engaged by the elderly
and the public may increase in the future and therefore may have a positive effect on the Group’s
provision of medical services at its MediNet Centres.

(iii) Higher demand for corporate medical solutions services in Hong Kong due to increasing
number of companies and more regional offices set up by multinational companies

The Ipsos Report states that the number of companies in Hong Kong has grown from 710,766 in
2008 to 1,272,693 in 2014 and is expected to continue to grow in the coming years, which will fuel the
demand for corporate medical solutions services as more companies will seek services from corporate
medical solutions providers in order to provide healthcare benefits for their employees in a convenient
and organised manner. In addition, Hong Kong is expected to remain as a major hub for multinational
companies to set up regional offices, resulting in further increase in demand for corporate medical
solutions services in Hong Kong.

Our Group’s Contract Customers for medical solutions comprise insurance companies and
corporations which are multinational companies. For FY2013/14, FY2014/15 and the nine-month period
ended 31 December 2015, the number of Contract Customers for medical solutions who were
multinational companies contributed to approximately HK$40.3 million, HK$41.2 million and HK$35.3
million to our Group’s revenue, which represented 81.6%, 85.3% and 91.0%, respectively, of our
Group’s revenue generated from the provision of medical solutions. It was noted that the revenue
generated from such multinational companies had an increasing trend over the Track Record Period.
Among the new Contract Customers for medical solutions for the nine-month period ended 31 December
2015, revenue generated from multinational companies represented 94.1% of the total revenue generated
from our new Contract Customers for medical solutions. In light of the above facts and circumstances,
the Directors are of the view that the increase in number of companies and region offices set up by
multinational companies and corporations may have a positive effect on the Group’s provision of
medical solutions to Contract Customers.

POTENTIAL CHALLENGES
According to our Directors and the Ipsos Report, the future development of the industry in which

we operate is subject to the following potential challenges:
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(i) Rising cost of medical and dental professional services

Fees to Affiliated Doctors and staff costs for our medical and dental professional staff are among
the largest cost components of our operations. Our Directors believe that such fees and staff costs are
directly or indirectly affected by the general wage level of doctors and dentists in Hong Kong.

As a general reference for the recent trend of the wage level of doctors in Hong Kong, the average
monthly wage of contract doctors with 3 years or more of experience in the public sector in Hong Kong
has, according to the Ipsos Report, increased from approximately HK$48,100 in 2010 to approximately
HK$59,000 in 2014, representing a CAGR of approximately 5.2%:

Average monthly wage of contract doctors with 3 years or more
of experience in the public sector in Hong Kong
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The Ipsos Report states that the demand for registered doctors in the public sector has been rising
due to the increasing demand for healthcare services. It is also expected that the strong demand for
healthcare services will also stimulate the demand for doctors in the private sector and future growth in
their wages.

As a general reference for the recent trend of the wage level of dentists in Hong Kong, the average
monthly wage of contract dentists (orthodontics) with 3 years or more of experience in the public sector
in Hong Kong has, according to the Ipsos Report, increased from approximately HK$49,000 in 2010 to
approximately HK$60,000 in 2014, representing a CAGR of approximately 5.2%:

Average monthly wage of contract dentists (orthodontics) with 3 years or more
of experience in the public sector in Hong Kong
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The Ipsos Report states that owing to the tight supply of the number of dentists available in Hong

Kong and the expected increase in demand for dental services, the average wage level of dentists in the
private sector is expected to increase in the coming years.
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(ii) Rising cost of medical and dental supplies

The operations of our MediNet Centres and Dental Clinics also require certain medical and dental
supplies, such as drugs and medicine and other consumables necessary for our operations. Any
significant increase in the cost of medical and dental supplies may decrease our profit margin.

According to the Ipsos Report, the composite consumer price index for proprietary medicines and
supplies in Hong Kong increased from approximately 101.1 in 2010 to approximately 114.4 in 2014,
representing a CAGR of approximately 3.1%:

Composite consumer price index for proprietary medicines and supplies in Hong Kong
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The Ipsos Report states that the general inflation in Hong Kong as well as the advancement of
drugs have contributed to the increasing price trend for proprietary medicines and supplies in Hong
Kong from 2010 to 2014.

(iii) Rising property rental cost

During the Track Record Period and up to the Latest Practicable Date, we leased a number of
properties in Hong Kong for our operations, including one for our head office and another six for our
MediNet Centres and Dental Clinics. Whether we are able to renew our existing leases when they
approach expiration on similar or acceptable terms will affect our future operations and financial
performance.

According to the Ipsos Report, the rental index for private offices in Hong Kong increased from
approximately 147.6 in 2010 to approximately 213.7 in 2014, representing a CAGR of approximately
9.7%:
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The Ipsos Report states that the increasing rental index for private offices in Hong Kong from
2010 to 2014 was attributable to the growing demand for private offices as a result of the demand from
Chinese companies to establish offices in Hong Kong and the demand from international firms to set up
headquarters or regional offices in Hong Kong, coupled with slow increase in supply.
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This section sets forth a summary of the material laws and regulations applicable to our Group’s
business in Hong Kong. Our Group is also subject to the general provisions of the Business Registration
Ordinance and the Inland Revenue Ordinance for its business operations in Hong Kong.

LEGISLATION AND REGULATIONS
Medical Registration Ordinance

Under the Medical Registration Ordinance, all western medicine practitioners practising in Hong
Kong have to register with the Medical Council. The Medical Council is a statutory body responsible for
registration and professional discipline of Registered Medical Practitioners to maintain professional
standards for protection of the public. The Registered Medical Practitioners shall comply with the Code
of Professional Conduct issued by the Medical Council.

A person who wishes to register as a Registered Medical Practitioner must satisfy the requirements
set out in section 8 of the Medical Registration Ordinance. In particular, he should have (i) obtained a
degree of medicine and surgery by a university in Hong Kong specified in the Medical Registration
Ordinance with his employment experience certified by such university in accordance with the Medical
Registration Ordinance; or (ii) passed the licensing examination set by the Medical Council and
completed such period of assessment as the Medical Council may determine.

A Registered Medical Practitioner who wishes to become a specialist (as defined in the Medical
Registration Ordinance) must satisfy the requirements set out in section 20K of the Medical Registration
Ordinance. He should be a Fellow (as defined in the Medical Registration Ordinance) of the Hong Kong
Academy of Medicine and have satisfied the continuing medical education requirements, or possess
equivalent professional standards. He should also have the approval of the Medical Council for inclusion
of his name under the relevant specialty in the Specialist Register (as defined in the Medical
Registration Ordinance).

Pursuant to section 20A of the Medical Registration Ordinance, a Registered Medical Practitioner
shall not practise medicine unless he is the holder of a practising certificate. A practicing certificate is
issued pursuant to an application by the relevant Registered Medical Practitioner.

If an application for practising certificate is made during the course of a year in respect of the
following year, then such certificate issued shall be in force for a period of 12 months commencing on 1
January in that following year. However, if an application is made during the course of a year in respect
of that year, then such certificate shall only be in force from the time of its issue until the end of that
year.

A Registered Medical Practitioner who is required to be the holder of a practicing certificate shall
not be entitled to recover any fees, costs or other remuneration unless he at the material time holds a
valid practising certificate according to section 20A(8) of the Medical Registration Ordinance. Further,
under section 20B of the Medical Registration Ordinance, if the Registrar of the Registered Medical
Practitioners files a complaint to a magistrate against a Registered Medical Practitioner who has
practised without a valid practising certificate, such Registered Medical Practitioner would be liable to
pay back the prescribed fee for the practising certificate as a civil debt.
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Any person who (i) wilfully or falsely pretends to be a Registered Medical Practitioner or a
specialist; or (ii) wilfully or falsely takes or uses any name, title, addition or description implying that
he is a Registered Medical Practitioner or a specialist; or (iii) not being registered or provisionally
registered or exempted from registration, professes to practise or publishes his name as practising
medicine or surgery, commits an offence and is liable to a fine and imprisonment.

Any person who continues to practise medicine during the period when his name is removed from
the General Register commits an offence and is liable to a fine and imprisonment.

Code of Professional Conduct

All Registered Medical Practitioners in Hong Kong have to comply with the Code of Professional
Conduct for the Guidance of Registered Medical Practitioners (the “Code of Professional Conduct’)
issued by the Medical Council (as may be amended from time to time), which covers, inter alia, the
following aspects:

° Registered Medical Practitioners’ professional responsibilities to patients such as their
confidentiality obligations as well as the obligations to act in the interest of patients and,
whenever an examination or treatment is beyond his capacity, to consult with or refer to
another doctor who has the necessary ability;

° communication in Registered Medical Practitioners’ professional practice, including
restriction on practice promotion from being carried out by medical practitioners;

° requirements in relation to prescription and labelling of medicine/drugs to be dispensed;

° rules in relation to relationship among Registered Medical Practitioners and other
practitioners and/or organisations;

° criminal conviction and disciplinary proceedings of Registered Medical Practitioners;
° Registered Medical Practitioners’ financial arrangements;

° rules in relation to new medical procedures, clinical research and alternative medicine;
° rules against abuse of professional position; and

° rules governing serious infectious disease and other special areas.

Contravention of the Code of Professional Conduct may render a Registered Medical Practitioner
liable to disciplinary action.

Dentists Registration Ordinance

Under the Dentists Registration Ordinance, all dentists practising in Hong Kong have to register
with the Dental Council, which is a statutory body established under the Dentists Registration
Ordinance. The Dentists Registration Ordinance provides for the registration and regulation of the dental
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profession in order to protect patients, foster ethical conduct, and develop and upkeep the ethical
standard of the profession. Any person, not being a Registered Dental Practitioner, who practises
dentistry within Hong Kong commits an offence and is liable on conviction to a fine and imprisonment.

A person who wishes to register as a Registered Dental Practitioner must satisfy the requirements
set out in section 8 of the Dentists Registration Ordinance. In particular, he should have (i) obtained a
degree of dentistry by a university in Hong Kong specified in the Dentists Registration Ordinance; or
(ii) passed the licensing examination set by the Dental Council and complied with the conditions
imposed by the Dental Council in accordance with the Dentists Registration Ordinance.

The subsidiary legislation, Ancillary Dental Workers (Dental Hygienists) Regulations (Chapter
156B of the Laws of Hong Kong) empowers the Dental Council to provide enrolment and regulation of
the dental hygienist. A roll of enrolled dental hygienists is maintained by the Dental Council.

Every Registered Dental Practitioner shall cause to be exhibited in a conspicuous place in any
premises in which he practises dentistry for gain the original or certified copy of the certificate of
registration issued to him under the Dentists Registration Ordinance. Any Registered Dental Practitioner
who fails to exhibit the certificate of registration in accordance with the Dentists Registration Ordinance
commits an offence and is liable on summary conviction to a fine of HK$1,000 and, in the case of a
continued non-compliance, to a fine of HK$50 for every day during which such non-compliance
continues.

No body corporate is permitted to carry on the business of dentistry unless: (a) it carries on no
business other than dentistry or some business ancillary to the business of dentistry; and (b) a majority
of the directors of the body corporate and all persons practising dentistry are Registered Dental
Practitioner. Any body corporate which carries on the business of dentistry in contravention of the
Dentists Registration Ordinance and every director and manager thereof commits an offence and is liable
on summary conviction to a fine of HK$2,000 for each offence.

Code of Professional Discipline

All Registered Dental Practitioners in Hong Kong have to comply with the Code of Professional
Discipline for the Guidance of Dental Practitioners (the “Code of Professional Discipline”) issued by
the Dental Council (as may be amended from time to time).

The Code of Professional Discipline provides, inter alia, the following guidelines:

° Registered Dental Practitioners practising as a group and who consider it necessary to
identify the practice by the use of a collective title must use a name that is in compliance
with this code;

° signs should not be designed to draw public attention to the services of the practice at the
expense of others. In selecting a name, and particularly a collective title for a partnership, it
is desirable to avoid a name which could be interpreted as implying that the services being
provided have received some official recognition not extended to other local Registered
Dental Practitioners;
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° canvassing for the purpose of obtaining patients, either by himself, his servants, agents or
others whether directly or indirectly, and association with or employment by persons or
organisations which canvass, may lead to disciplinary proceedings. It is also not permissible
for a Registered Dental Practitioner to canvass by means of the distribution of visiting cards
other than as a result of a request for a card by an individual;

° a Registered Dental Practitioner in a contractual relationship with an organisation which
refers patients to him as employees of that organisation, as members of an insurance scheme,
or otherwise, must ensure that its advertising and promotion of any scheme conforms with all
the guidelines in this code;

° a Registered Dental Practitioner may enter into an agreement with individuals and/or
organisations in form to provide dental health care services provided that the agreement does
not permit or compel practices which lead to unethical conduct. In performance of such
contracts the Registered Dental Practitioner is required to deal fairly with the public and
fellow practitioners. It is unethical for a Registered Dental Practitioner to contract his
services under conditions that make it impossible to render service to his patients in a timely
and reasonable manner; and

° when dealing with third parties to provide dental care programmes, Registered Dental
Practitioners have to ensure that (a) there is no canvassing; (b) there is no dichotomy (fee
splitting); (c) these parties should not act as agents; (d) these programmes are open to
participation by all Registered Dental Practitioners; and (e) there is no restriction in clinical
autonomy and responsibility. Examples of bona fide third parties would be insurance plans
bought on an individual basis or supplied as an employee benefit plan, employed dental
practitioners, reimbursement schemes and capitation programmes sponsored as employee
benefits.

Contravention of the Code of Professional Discipline may render a Registered Dental Practitioner
liable to disciplinary action.

Medical Clinics Ordinance

The Medical Clinics Ordinance (Chapter 343 of the Laws of Hong Kong) (the “Medical Clinics
Ordinance”) provides for the registration, control and inspection of medical clinics and other related
purposes. Under the Medical Clinics Ordinance, clinic means any premises used or intended to be used
for the medical diagnosis or treatment of persons suffering from, or believed to be suffering from, any
disease, injury or disability of mind or body. Among others, private consulting rooms used exclusively
by registered medical practitioners in the course of their practice on their own account and not bearing
any title or description which includes the word “clinic” or “polyclinic” in the English language and
premises used exclusively by a Chinese medicine practitioner registered or listed under the Chinese
Medicine Ordinance (Chapter 549 of the Laws of Hong Kong) in the course of his practice are not
regarded as a clinic.

The Medical Clinics Ordinance requires that all registered clinics be under proper supervision as
specified, unless an exemption has been granted. The Medical Clinics Ordinance also provides that the
income derived from the establishment or operation of a clinic registered under the Medical Clinics
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Ordinance shall be applied solely towards the promotion of the objects of the clinic, and shall not be
transferred to employees of the clinic by way of dividend or bonus or otherwise by way of profit to the
applicant himself (i.e. non-profit sharing).

Any person who carries on or takes part in the management of a clinic which is not registered, or
who therein does any medical diagnosis or prescribes any medical treatment or takes part in any medical
treatment of any person commits an offence and is liable on summary conviction to a fine of HK$50,000
and to imprisonment for two years, or on conviction upon indictment to imprisonment for three years.
Any person who is in a clinic which is not registered does any medical diagnosis, prescribes any
medical treatment or performs any medical treatment in relation to a person which results in personal
injury to that person commits an offence and is liable on summary conviction to a fine of HK$100,000
and to imprisonment for three years, or on conviction upon indictment to imprisonment for seven years.

Pharmacy and Poisons Ordinance

The Pharmacy and Poisons Ordinance (Chapter 138 of the Laws of Hong Kong) (the “Pharmacy
and Poisons Ordinance’) governs the manufacture, distribution, dispensing, supply, wholesale and
retail sale, possession and the import and export of pharmaceutical products or medicines in Hong Kong.
Pharmaceutical products or medicines are required to conform to the standards on safety, efficacy and
quality before they can obtain registration. It also regulates the sale and labelling of products which are
classified as pharmaceutical products and medicine. Pharmaceutical products or medicines have to be
registered with the Pharmacy and Poisons Board before they can be offered for sale in Hong Kong.

Under the Pharmacy and Poisons Regulations (Chapter 138A of the Laws of Hong Kong),
pharmaceutical products must be registered with the Pharmacy and Poisons Board before they can be
sold, offered for sale, distributed or possessed for the purposes of sale, distribution or other use in Hong
Kong.

For the purpose of the Pharmacy and Poisons Ordinance, “Pharmaceutical product” means any
substance, or combination of substances presented as having properties for treating or preventing disease
in human beings or animals; or that may be used in, or administered to, human beings or animals, either
with a view to (i) restoring, correcting or modifying physiological functions by exerting a
pharmacological, immunological or metabolic action; or (ii) making a medical diagnosis.

In general, if the product contains a drug substance in its composition, or if it carries “medicinal”
claims in its label, leaflet, brochure, wrapper, advertisements and other promotional materials, it will fall
within the meaning of pharmaceutical product and registration is required. Products commonly referred
to as cosmetics, toiletries and disinfectants which do not contain any drug ingredient in its composition
and which are sold without any medicinal claims may be excluded.

Antibiotics Ordinance

The Antibiotics Ordinance (Chapter 137 of the Laws of Hong Kong) controls the sale and supply
of penicillin and such other anti-microbial organic substances produced by micro organisms substances.
Such controlled substances shall only be sold, supplied or administered by way of treatment by
designated person including among others, a Registered Medical Practitioner or a registered veterinary
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surgeon (‘““‘Registered Veterinary Surgeon’) registered under the Veterinary Surgeons Registration
Ordinance (Chapter 529 of the Laws of Hong Kong) or a person acting in accordance with the directions
of any such Registered Medical Practitioner or Registered Veterinary Surgeon.

Dangerous Drugs Ordinance

The Dangerous Drugs Ordinance (Chapter 134 of the Laws of Hong Kong) (the “Dangerous
Drugs Ordinance”) regulates the import, export, labeling, procuring, supply, dealing in or with and
possession of drugs or substances which are classified as dangerous drugs under the Dangerous Drugs
Ordinance. Under the Dangerous Drugs Ordinance, a Registered Medical Practitioner for the purposes of
medical treatment may possess and supply dangerous drugs.

Under the Dangerous Drugs Regulations (Chapter 134A of the Laws of Hong Kong) (the
“Dangerous Drugs Regulations™), Registered Medical Practitioners shall keep a register of dangerous
drugs in the form specified in the Dangerous Drugs Regulations. Any person who contravenes the
provisions of the Dangerous Drugs Regulations shall be guilty of an offence and shall be liable on
conviction to a fine of HK$450,000 and to imprisonment for 3 years.

Waste Disposal Ordinance

The Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong) (the “Waste Disposal
Ordinance”) controls the production, storage, collection, treatment, processing, recycling and disposal
of wastes. At present, certain types of wastes including clinical waste are subject to specific controls
whilst unlawful collection and deposition of waste is prohibited. Import and export of waste is generally
controlled through a permit system.

Clinical waste producers shall observe and comply with the Waste Disposal Ordinance and its
subsidiary regulations, including without limitation the Waste Disposal (Clinical Waste) (General)
Regulation (Chapter 3540 of the Laws of Hong Kong) (the “Waste Disposal (Clinical Waste)
(General) Regulation™).

Under the Waste Disposal (Clinical Waste) (General) Regulation, clinical waste producers must
properly manage their clinical waste. They may consign the clinical waste to licensed clinical waste
collectors for delivery or deliver the clinical waste themselves, if the waste producers are healthcare
professionals, to a licensed disposal facility for disposal. The waste must be packaged, labelled and
stored properly before disposal. Clinical waste producer also need to keep records of their clinical waste
consignment and delivery records for inspection by staff of the Environmental Protection Department of
the Government.

Undesirable Medical Advertisements Ordinance

The Undesirable Medical Advertisements Ordinance (Chapter 231 of the Laws of Hong Kong) (the
“Undesirable Medical Advertisements Ordinance”) restricts certain advertisements relating to
medical, surgical appliance and treatment for certain illnesses or diseases, orally consumed products for
prevention, elimination, regulation or treatment of certain illnesses or diseases and procuration of
miscarriage of woman.
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According to the Undesirable Medical Advertisements Ordinance, “advertisement” includes any
notice, poster, circular, label, wrapper or document, and any announcement made orally or by means of
producing or transmitting light or sound. These include advertisements published in newspapers and
magazines, leaflets, on radio, television, and internet, as well as the on the label of a container or
package containing any medicine, surgical appliance, treatment, or orally consumed product.

Any person who contravenes the provisions of the Undesirable Medical Advertisements Ordinance
is guilty of an offence and is liable upon a first conviction to a fine of HK$50,000 and imprisonment for
6 months and upon a second or subsequent conviction to a fine of HK$100,000 and imprisonment for 1
year.

Boilers and Pressure Vessels Ordinance

The Boilers and Pressure Vessels Ordinance (Chapter 56 of the Laws of Hong Kong) (the “Boilers
and Pressure Vessels Ordinance”) controls the use and operation of boilers and pressure vessels, to
provide for the holding of inquiries into accidents in or to boilers and pressure vessels and to provide
for matters connected with the purposes aforesaid.

The Boilers and Pressure Vessels Ordinance provides that:

(i) no boiler or pressure vessel, other than a pressurized fuel container, shall be used or operated
unless the boiler or pressure vessel and its auxiliary equipment has been duly examined and a
certificate of fitness has been issued in respect thereof after that examination. The owner of
the boiler or pressure vessel who contravenes the said provisions shall be guilty of an offence
and shall be liable on summary conviction to a fine of HK$30,000;

(i1) the owner of a boiler or pressure vessel shall keep the latest certificate of fitness issued in
respect of the boiler or pressure vessel, or a copy thereof, at the premises or place at which
the boiler or pressure vessel is installed. The owner of a boiler or pressure vessel who,
without reasonable excuse, contravenes the said provisions shall be guilty of an offence and
shall be liable on summary conviction to a fine of HK$10,000; and

(iii) a boiler and a pressure vessel, other than a pressurized fuel container, shall be examined by
an appointed examiner within 14 months and 26 months respectively after the date of any
certificate of fitness issued in respect thereof.

Radiation Ordinance

The Radiation Ordinance (Chapter 303 of the Laws of Hong Kong) (the “Radiation Ordinance”)
controls the import, export, possession and use of radioactive substances and irradiating apparatus and
the prospecting and mining for radioactive minerals and for purposes connected therewith.

The Radiation Ordinance provides that, no person shall, except under and in accordance with a
license duly issued have in his possession or use, any radioactive substance or irradiating apparatus.
Any person who contravenes the said provisions shall be guilty of an offence and shall be liable to a
fine of HK$50,000 and to imprisonment for 2 years, and in the case of continuing offence, be liable to
an additional fine of HK$2,500 for every day during the whole or any part of which such offence is
knowingly and willfully continued.
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Under the Radiation (Control of Irradiating Apparatus) Regulations (Chapter 303B of the Laws of
Hong Kong) (the “Radiation (Control of Irradiating Apparatus) Regulations”), every licensee shall
cause to be exhibited in a conspicuous place in any premises in which any irradiating apparatus is
situated the license appertaining to such apparatus. Any licensee who fails to comply with the said
provisions shall be guilty of an offence and be liable on conviction to a fine of HK$6,000.

The Radiation (Control of Irradiating Apparatus) Regulations provides that:

(i) no person other than a medical practitioner or a person acting under his personal supervision
shall operate an irradiating apparatus for any purpose affecting the human body; and

(i1) notwithstanding the provisions of this regulation, (a) a registered dentist may operate an
irradiating apparatus for the purpose of dental exposure involving the taking of plain
radiograph of the skull including the teeth or jaws; and (b) a dental surgery assistant acting
under the personal supervision of a registered dentist who is present on the premises in which
the examination is taking place at the time it takes place may operate an irradiating apparatus
for the purpose of dental exposure involving the taking of plain radiograph of the teeth or

jaws.

Any person who contravenes any of the provisions of the said regulation shall be guilty of an
offence and be liable on conviction to a fine of HK$50,000.

Personal Data (Privacy) Ordinance

The Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong) (the “Personal
Data (Privacy) Ordinance”) covers any data relating directly or indirectly to a living individual (data
subject), from which it is practicable to ascertain the identity of the individual and which are in a form
in which access or processing is practicable. It applies to any person who, either alone or jointly or in
common with other persons, controls the collection, holding, processing or use of personal data (i.e. data
user).

In collecting, holding, storing, or even erasing personal data, our Group must comply with the
Data Protection Principles of the Personal Data (Privacy) Ordinance, which are:

Principle 1 — Purpose and manner of collection of personal data. Personal data shall be
collected for a purpose directly related to a function and activity of the data user, the way of data
collection shall be lawful and fair, and the data subjects shall be informed of the purpose for which
the personal data are collected and to be used.

Principle 2 — Accuracy and duration of retention of personal data. All practicable steps shall
be taken to ensure the accuracy of personal data, and personal data is not kept longer than is
necessary for the fulfilment of the purpose (including any directly related purpose) for which the

data is or is to be used.

Principle 3 — Use of personal data. Unless the data subject has given prior consent, personal
data shall only be used for the purpose for which they were originally collected or a directly

related purpose.
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Principle 4 — Security of personal data. All practicable steps shall be taken to ensure that
personal data are protected against unauthorised or accidental access, processing or erasure.

Principle 5 — Information to be generally available. All practicable steps shall be taken to
ensure that a person can ascertain a data user’s policies and practices in relation to personal data,
be informed of the kind of personal data held by a data user and be informed of the main purposes
for which personal data held by a data user is or is to be used.

Principle 6 — Access to personal data. Individuals shall be entitled to request access to and
correction of their personal data.

Use of personal data in direct marketing

The use of personal data in direct marketing is governed by Part 6A of the Personal Data (Privacy)
Ordinance. Pursuant to section 35C of the Personal Data (Privacy) Ordinance, a data user who intends to
use or provide the personal data of a data subject to others for use in direct marketing must inform the
data subject of certain prescribed information and provide the data subject with a response channel
through which the data subject may indicate whether he/she objects to the intended use or provision.

Data users will have to present the prescribed information in a manner which is easily readable and
understandable. Such prescribed information includes the kinds of personal data to be used or provided,
the classes of marketing subjects in relation to which the data is to be used for direct marketing, and,
where appropriate, the classes of persons to which the data is to be provided for direct marketing
purpose. If the personal data is to be provided for gain, the data user must inform the data subject the
data is to be so provided.

The provisions relating to direct marketing do not apply to, among others, the offering, advertising
of the availability of social or healthcare services which, if not provided, would be likely to cause
serious harm to the physical or mental health of the public.

PRINCIPAL REGULATORY AUTHORITIES
Department of Health

The Department of Health is the government agency responsible for the execution of healthcare
policies and statutory functions. Two divisions under the Department of Health of Hong Kong conduct
duties that are particularly relevant to our Group’s business, namely the Centre for Health Protection and
the Drug Office.

The Centre for Health Protection is a public health agency under the Department of Health of
Hong Kong and is responsible for the prevention and the control of communicable and non-
communicable diseases. All Registered Medical Practitioners are required to notify the Centre for Health
Protection all suspected or confirmed cases of 49 notifiable diseases as set out in the First Schedule of
the Prevention and Control of Disease Ordinance (Chapter 599 of the Laws of Hong Kong).
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The Drug Office is the law enforcement agency over the legislations concerning medicines. It also
provides for the procurement and dispensing of medicines at the clinics of the Department of Health of
Hong Kong. The Drug Office is responsible for the market surveillance of medicines, risk assessment,
traders licensing and compliance, drug registration and import/export control and clinic service and
business.

Medical Council of Hong Kong

The Medical Council was founded to assure and promote the quality in the medical profession in
order to protect patients, foster ethical conduct and develop and maintain high professional standards.
Empowered by the Medical Registration Ordinance, the Medical Council maintains a register of eligible
medical practitioners, administers the licensing examination, issues guidelines and a Code of
Professional Conduct, exercises regulatory and disciplinary powers for the profession and answers
general enquiries from Registered Medical Practitioners and the public.

All Registered Medical Practitioners in Hong Kong are governed by the Code of Professional
Conduct.

Under the Code of Professional Conduct, practice promotion by individual Registered Medical
Practitioner, or by anybody acting on their behalf or with their consent, to people who are not their
patients is not permitted except to the extent allowed under the Code of Professional Conduct. Under the
Code of Professional Conduct, a Registered Medical Practitioner may publish his service information in
newspapers, magazines, journals and periodicals for the purpose of enabling the public to make an
informed choice of Registered Medical Practitioners. However, a publication published for the
predominant purpose of promotion of the products or services of a Registered Medical Practitioner or
other persons is not acceptable for this purpose.

When the Medical Council finds that a Registered Medical Practitioner has been guilty of
professional misconduct or has committed any disciplinary offence as set out in section 21(1) of the
Medical Registration Ordinance, it may, in its discretion, order:

(i)  the removal of the name of the Registered Medical Practitioner from the General Register or
from the Specialist Register, either indefinitely or for a specified period, and either for the
removal to be immediate or to be suspended subject to conditions;

(i1) the Registered Medical Practitioner to be reprimanded; or
(iii) a warning letter be served on the Registered Medical Practitioner.
Hong Kong Academy of Medicine

The Hong Kong Academy of Medicine (the “HKAM?”) is an independent institution with the
statutory power to organise, monitor, assess and accredit all medical specialist training and to oversee
the provision of continuing medical education.

The constitution of the HKAM consists of the Hong Kong Academy of Medicine Ordinance
(Chapter 419 of the Laws of Hong Kong) (the “Hong Kong Academy of Medicine Ordinance”), the
Hong Kong Academy of Medicine Regulation (Chapter 419B of the Laws of Hong Kong) (the “HKAM
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Regulation”) and the HKAM bylaws. The Hong Kong Academy of Medicine Ordinance covers the
objectives of, composition and powers of the HKAM, and the admission of Academy Colleges (as
defined in the Hong Kong Academy of Medicine Ordinance) and Fellows. The HKAM Regulation is a
subsidiary legislation on the conduct of general meetings, council election procedures and regulations
governing Academy Colleges. The HKAM bylaws cover admission criteria for members, termination of
membership, subscriptions and duties of office bearers.

The Dental Council of Hong Kong

The Dental Council is established under the Dentists Registration Ordinance. The Dental Council
is responsible for the registration of dentists, the conduct of the licensing examination, the maintenance
of ethics, professional standards and discipline of the dental profession.

The Dental Council has published the Code of Professional Discipline as to the guideline on the
proper behaviour to be observed in the dental profession and what may commonly constitute
unprofessional conduct. The Dental Council will decide on merits of each individual case as to whether
the conduct of an individual dental practitioner under complaint or information received constitutes
unprofessional conduct.

Similar to Registered Medical Practitioners, practice promotion by individual Registered Dental
Practitioner, or by anybody acting on their behalf or with their consent, to people who are not their
patients must comply with the Code of Professional Discipline. Under the Code of Professional
Discipline, a Registered Dental Practitioner may publish his service information in newspapers,
magazines, journals and periodicals for the purpose of enabling the public to make an informed choice
of Registered Dental Practitioner. However, a publication published for the predominant purpose of
promotion of products or services is not acceptable for this purpose.

When the Dental Council finds that a Registered Dental Practitioner has been guilty of
unprofessional conduct or has committed any disciplinary offence as set out in section 18(1) of the
Dentists Registration Ordinance, it may, in its discretion:

(i) order the name of the Registered Dental Practitioner to be removed from the General
Register, either indefinitely or for such period as it may think fit;

(i1) order the Registered Dental Practitioner to be reprimanded; or

(iii) make any other order as it thinks fit, but no such order shall be of greater severity than those
in paragraphs (i) to (ii) above.

Pharmacy and Poisons Board

The Pharmacy and Poisons Board of Hong Kong is established under section 3 of the Pharmacy
and Poisons Ordinance. The Pharmacy and Poisons Board of Hong Kong is responsible for carrying out,
among others, registration and discipline of pharmacists, licensing and regulatory control of wholesale
dealers, importers, exporters and manufacturers of pharmaceutical products, regulatory control of the
selling, purchasing, compounding and dispensing of pharmaceutical products, and the registration and
classification of pharmaceutical products.
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GOVERNMENT’S CONSULTATION DOCUMENT ON THE REGULATION OF PRIVATE
HEALTHCARE FACILITIES AND ITS POTENTIAL IMPACT ON OUR GROUP

In December 2014, the Food and Health Bureau of the Government issued the Consultation
Document on the Regulation of Private Healthcare Facilities (the “Consultation Document”), which
contains, among other things, proposals to introduce a new regulatory regime covering three classes of
private healthcare facilities (“PHFs’), namely (i) hospitals; (ii) facilities providing high-risk medical
procedures in ambulatory setting; and (iii) facilities providing medical services under the management of
incorporated bodies. The Consultation Document stated that the Government plan to implement the
proposals through replacing the Hospital, Nursing Homes and Maternity Homes Registration Ordinance
(Chapter 165 of the Laws of Hong Kong) and the Medical Clinics Ordinance (Chapter 343 of the Laws
of Hong Kong) by a new legislation regulating PHFs.

In this connection, the Senior Counsel noted, in particular, that the Government appears to be
concerned with the absence of any existing regulations governing such organizations as our Group, i.e.
facilities providing medical services under the management of incorporated bodies. The Consultation
Document stated that:

“Other PHFs, such as ambulatory medical centres and clinics operated by medical groups or
individuals (or jointly by several) medical practitioners, are not subject to direct statutory control
beyond regulation of individuals’ professional practice. Regulatory oversight is achieved indirectly
through generic regulations applicable to aspects such as healthcare professionals, the use and

handling of dangerous drugs as well as the instalment and operation of irradiating equipment.”

Accordingly, the Senior Counsel is of the view that the consultation will likely lead to changes
designed to govern corporate structures such as our Group.

The Consultation Document further stated that:

“Evolution in the provisions of medical service gives rise to a type of organisations,
operated in the form of incorporated bodies (also commonly known as ‘Medical Groups’ or
‘Managed Care Organisations’), in which non-medical investors or managers may take part in the
operation of PHFs. We accept that regulation is necessary for PHFs under the management of this
type of organisations in which the practicing medical practitioners do not have full control of the
PHFs concerned in ensuring effective governance and maintaining high service quality.
Conventional PHFs owned, managed, operated and serviced solely by identical registered medical
practitioners should be exempt from regulation because there would not be similarly perceived
operational risk. The practising medical practitioner, in these conventional PHFs, could be held
solely accountable for their own practice. Any matters arising from these PHFs could be followed
up by existing established mechanism governing the professional practice of the registered medical
practitioners concerned.”

Based on the above, the Senior Counsel stated that it seems that a structure “owned, managed,
operated and serviced solely by identical registered medical practitioners” will be exempted from the
intended scope of legislation, and that insofar as our Group falls within “facilities providing medical
services under the management of incorporated bodies”, whether the newly-introduced regulation will
apply to our Group would depend on whether the structure will be “owned, managed, operated and

serviced solely by identical registered medical practitioners”.
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Throughout the Track Record Period and up to the present, our Group is not owned, managed,
operated and serviced solely by Registered Medical Practitioners. Our Directors do not foresee any
immediate change in our structure after Listing. Accordingly, the Senior Counsel stated that as the terms
of the proposal now stand, it appears that our Group’s structure will fall within the intended scope of
any new legislation in this connection.

The Senior Counsel also stated that, for completeness, there is a possibility that our Group will
also fall within the second class, namely, ‘“facilities providing high-risk medical procedures in
ambulatory setting”, depending on the precise medical procedures provided by our Group and whether
such procedures are classified as high-risk pursuant to the relevant classification system. If our Group
does fall within this class, then there will be a need to obtain license and there may be on-going review
on such high-risk procedures, which will have an impact on the relevant facility standards required.

The Senior Counsel stated that insofar as the current status of the proposed reform is concerned, it
would appear that it is currently in the hands of the Government to put forward a reform package. As
the legislative regime has yet to be conclusively set out, it is not clear what precise requirements may be
imposed, and are therefore necessary to be complied with by our Group. Nevertheless, the Senior
Counsel stated that it would seem necessary, as a first step, for our Group to apply for a license under
the new legislative regime governing PHFs as and when it is finally introduced. Moreover, based on a
Legislative Council Brief in relation to the Consultation Document, any new legislation will likely
introduce requirements in “nineteen regulatory aspects encompassing key areas namely corporate
governance, standard of facilities, clinical quality, price transparency and sanctions as essential
regulatory requirements for private hospitals, with suitable adaptation commensurate with the lower
degree of complexity and risks of medical services provided in other” PHFs. Finally, any legislative
change/introduction will also “confer the regulatory authority with enhanced regulatory powers” for
regulating PHFs such as the Group.

GOVERNMENT’S CONSULTATION DOCUMENT ON VOLUNTARY HEALTH INSURANCE
SCHEME AND ITS POTENTIAL IMPACT ON OUR GROUP

In December 2014, the Food and Health Bureau of the Government issued the Consultation
Document on Voluntary Health Insurance Scheme (the “VHIS”). As advised by the Senior Counsel, in
gist, the aim of the VHIS is to require all individual indemnity hospital insurance products in the market
to comply with a set of minimum standards (“Minimum Requirements”), which are designed to
address the shortcomings of the existing market as revealed in previous rounds of public consultation on
healthcare reform in 2008 and 2010. In the Consultation Document on VHIS, it is clarified, for the
avoidance of doubt, that an outpatient-only policy will not be regulated by the Minimum Requirements.
As such, the Senior Counsel considers it likely that the results of any VHIS consultations and the
resulting legislative changes will have a most direct and primary impact on private hospitals.
Nonetheless, the Senior Counsel pointed out the following factors, with which our Directors concur:

(i) The Senior Counsel stated that he can envisage that an increase in the subscription of
individual indemnity hospital insurance may result in a reduced reliance on non-hospital
private healthcare providers such as our Group. However, it is difficult to envisage precisely
what sort of effect this would have, at this early juncture. Moreover, the Senior Counsel
considers that any such impact may well be mitigated by the second factor identified below.
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(i1) The Senior Counsel noted that although the VHIS consultation concerns only individual
indemnity hospital insurance, it does propose to cover prescribed ambulatory procedures.
According to the Consultation Document on VHIS, it is proposed that the Minimum
Requirements will cover, in addition to hospitalisation, a list of prescribed ambulatory
procedures necessitated by diagnosed medical conditions, including endoscopies (e.g.
oesophago-gastro-duodenoscopy, colonoscopy, etc.) and certain relatively simple surgeries
such as cataract extraction and intra-ocular lens implantation surgery. The Consultation
Document on VHIS stated that:

“The effect of the VHIS on the healthcare system can also be manifested in terms of
healthcare delivery mode. Currently, a significant proportion of clinical procedures such as
endoscopies are performed in in-patient setting. According to the estimate by the Consultant,
about 40%-65% of endoscopies are performed in an in-patient setting with overnight stay.
This situation could be attributed to the fact that existing Hospital Insurance often requires
proof of overnight stay in order to provide coverage for these procedures, even if the
procedures concerned do not necessarily require hospitalisation. Under the VHIS, there
would be opportunities for these procedures to be shifted from in-patient to ambulatory
setting. This is because prescribed ambulatory procedures (such as endoscopies) would be
covered under the Minimum Requirements, and the benefit levels would be set based on price
levels in the ambulatory procedure market in order to encourage the shift of activities to
ambulatory setting.

Under the forecast scenario, it is expected that a significant proportion of in-patient
procedures would be conducted under ambulatory setting instead.”

The Senior Counsel considers that this may well prompt further interest in private healthcare
providers such as our Group, which enable certain procedures to be conducted in an
ambulatory (as opposed to in-patient) setting. The Senior Counsel stated that it is, however,
unclear at this juncture what these prescribed ambulatory procedures might be, and how they
would impact upon the operation of our Group’s business. Further, it is not clear at this stage
whether such ambulatory procedures can only be carried out by private hospitals or also by
private healthcare providers such as our Group.

Hence, to conclude, the Senior Counsel finds it impossible to express any conclusive views on the
likely impact of VHIS, not least because (i) it is still at a relatively early stage of implementation; and
(i1) the intended scope of the proposed reforms remain largely open and can undergo variations
throughout the implementation stage. That said, it remains that the primary focus of regulation would be
on insurers providing in-patient insurance policies. It therefore follows that this should have a most
direct and immediate impact on private hospitals.
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OUR CORPORATE HISTORY
Overview

Our Group was founded in 1994 when Mr. Chan, together with his former spouse, set up MediNet
Services using his own personal funds. Mr. Chan is an executive Director, the chairman of the Board,
our general manager and one of our Controlling Shareholders. For the biographical information of Mr.
Chan, please refer to the section “Directors and Senior Management” in this prospectus.

Our Group is principally engaged in the provision of corporate medical and dental solutions to
Contract Customers and the operation of our MediNet Centres and Dental Clinics. Our principal
operating subsidiaries include MediNet Health Centre, MediNet Services, Well Being Dental, and Men’s
Health Solutions.

Major developments and milestones

The following table sets out the major development and milestones of our Group since

establishment:

Year Event

1994 MediNet Services was incorporated in Hong Kong with limited liability on 29 March
1994 and commenced business in the same year.

Well Being Dental was incorporated in Hong Kong with limited liability on 22
December 1994.

1995 Well Being Dental commenced business and set up four Dental Clinics located,
respectively, in Central, North Point (subsequently closed in 2006), Tsim Sha Tsui
and Mong Kok.

1998 MediNet Health Centre was incorporated in Hong Kong with limited liability on 9
December 1998.

1999 MediNet Health Centre commenced business and set up the first MediNet Centre
located in Kwun Tong (subsequently closed in 2008).

Well Being Dental set up another Dental Clinic located in Kwun Tong.

2000 MediNet Health Centre set up another MediNet Centre located in Central.

2002 MediNet Health Centre set up another MediNet Centre located in Tsim Sha Tsui.

2003 Men’s Health Solutions was incorporated in Hong Kong with limited liability on 20
October 2003 and commenced business in the same year.

2005 Well Being Dental set up another Dental Clinic located in Causeway Bay.

2015 Our Company was incorporated in the Cayman Islands with limited liability on 20

August 2015 as part of the Reorganisation.
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Principal operating subsidiaries

The following table sets out details of our wholly-owned principal operating subsidiaries:

Place of Date of Issued share Principal business
Name incorporation incorporation capital activities
MediNet Services Hong Kong 29 March 1994 HK$10,000,000  Provision of medical
solutions to Contract
Customers
Well Being Dental Hong Kong 22 December 1994 HKS$10,000,000  Provision of dental

solutions to Contract
Customers and
operation of Dental
Clinics

MediNet Health Centre Hong Kong 9 December 1998 HK$500,000 Operation of MediNet
Centres (in relation to
general practice
consultation services
offered by MediNet
Doctors at the
MediNet Centres)

Men’s Health Solutions Hong Kong 20 October 2003 HK$10,000 Operation of MediNet
Centres (in relation to
men’s health
treatments offered by
MediNet Doctors at
the MediNet Centres)

Our Company

As part of the Reorganisation, our Company was incorporated in the Cayman Islands with limited
liability on 20 August 2015. Upon completion of the Reorganisation, our Company became the holding
company of our Group on 11 November 2015, details of which are set out in the paragraph headed
“Reorganisation” in this section. The principal business activity of our Company is investment holding.

MediNet BVI

As part of the Reorganisation, MediNet BVI was incorporated on 12 August 2015 in the BVI.
Upon completion of the Reorganisation, MediNet BVI became the intermediate holding company of our
Group, directly holding the entire issued share capital of each of MediNet Services, Well Being Dental,
MediNet Health Centre, and Men’s Health Solutions. For details of the Reorganisation, please refer to
the paragraph headed ‘“Reorganisation” in this section. The principal business activity of MediNet BVI
is investment holding.
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MediNet Services

MediNet Services was incorporated in Hong Kong with limited liability on 29 March 1994. Upon
incorporation of MediNet Services, two shares of MediNet Services were allotted and issued to two
initial subscribers at the par value of such shares. In August 1994, the two initial subscribers transferred
their respective one share of MediNet Services at nominal consideration to Mr. Chan and his former
spouse respectively, and an addition of 98 shares of MediNet Services were allotted and issued to Mr.
Chan at the par value of such shares. As a result, MediNet Services was owned as to 99% by Mr. Chan
and as to 1% by his former spouse. Since then and up to the commencement of the Track Record Period,
a number of transfers and allotments and issues of shares of MediNet Services were effected, resulting
in MediNet Services being owned as to 99.9999% (or 999,999 shares) by MediNet Holdings (a company
100% beneficially owned by Mr. Chan) and as to 0.0001% (or 1 share) by Mr. Chan upon the
commencement of the Track Record Period.

From the commencement of the Track Record Period up to immediately prior to the
Reorganisation, there were no further changes in the shareholding of MediNet Services, and MediNet
Services was owned as to 999,999 shares by MediNet Holdings (a company 100% beneficially owned by
Mr. Chan) and as to 1 share by Mr. Chan.

Well Being Dental

Well Being Dental was incorporated in Hong Kong with limited liability on 22 December 1994.
Upon incorporation of Well Being Dental, two shares of Well Being Dental were allotted and issued to
two initial subscribers at the par value of such shares. In July 1996, the two initial subscribers
transferred their respective one share of Well Being Dental at nominal consideration to Mr. Chan and his
former spouse respectively. Since then and up to the commencement of the Track Record Period, a
number of transfers and allotments and issues of shares of Well Being Dental were effected, resulting in
Well Being Dental being owned as to 99.99999% (or 9,999,999 shares) by MediNet Holdings (a
company 100% beneficially owned by Mr. Chan) and as to 0.00001% (or 1 share) by Mr. Chan upon the
commencement of the Track Record Period.

From the commencement of the Track Record Period up to immediately prior to the
Reorganisation, there were no further changes in the shareholding of Well Being Dental, and Well
Being Dental was owned as to 9,999,999 shares by MediNet Holdings (a company 100% beneficially
owned by Mr. Chan) and as to 1 share by Mr. Chan.

MediNet Health Centre

MediNet Health Centre was incorporated in Hong Kong with limited liability on 9 December 1998.
Upon incorporation of MediNet Health Centre, two shares of MediNet Health Centre were allotted and
issued to two initial subscribers at the par value of such shares. In January 1999, the two initial
subscribers transferred the two shares of MediNet Health Centre at nominal consideration to Mr. Chan
and his former spouse respectively. Since then and up to the commencement of the Track Record Period,
a transfer and an allotment and issue of shares of MediNet Health Centre were effected, resulting in
MediNet Health Centre being owned as to 99.9998% (or 499,999 shares) by MediNet Holdings (a
company 100% beneficially owned by Mr. Chan) and as to 0.0002% (or 1 share) by Mr. Chan upon the
commencement of the Track Record Period.
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From the commencement of the Track Record Period up to immediately prior to the
Reorganisation, there were no further changes in the shareholding of MediNet Health Centre, and
MediNet Health Centre was owned as to 499,999 shares by MediNet Holdings (a company wholly
owned by Mr. Chan) and as to 1 share by Mr. Chan.

Men’s Health Solutions

Men’s Health Solutions was incorporated in Hong Kong with limited liability on 20 October 2003.
Upon incorporation of Men’s Health Solutions, two shares of Men’s Health Solutions were allotted and
issued at the par value of such shares to Mr. Chan and MediNet Holdings (a company 100% beneficially
owned by Mr. Chan) respectively. Since then and up to the commencement of the Track Record Period,
a number of transfers and an allotment and issue of shares of Men’s Health Solutions were effected,
resulting in Men’s Health Solutions being owned, upon the commencement of the Track Record Period,
as to 80% (or 8,000 shares) by Mr. Chan, as to 10% (or 1,000 shares) by Mr. Manuel Leon Karell (a
former director of Men’s Health Solutions prior to the Track Record Period who held all his shares of
Men’s Health Solutions on trust for the benefits of Mr. Chan), and as to 10% (or 1,000 shares) by Mr.
Yeung Sut Ip, Frank (a former director of Men’s Health Solutions prior to the Track Record Period who
held all his shares of Men’s Health Solutions on trust for the benefits of Mr. Chan). On 29 May 2015,
the legal title of the respective 1,000 shares of Men’s Health Solutions held by each of Mr. Manuel Leon
Karell and Mr. Yeung Sut Ip, Frank were transferred to Mr. Chan for a nominal consideration of HK$1
per share. After such transfer and up to immediately prior to the Reorganisation, there were no further
changes in the ownership of the shares of Men’s Health Solutions.

Accordingly, from the commencement of the Track Record Period up to immediately prior to the
Reorganisation, Men’s Health Solutions was 100% beneficially owned by Mr. Chan.

REORGANISATION

The following chart sets forth the corporate and shareholding structure of our Group immediately
prior to the Reorganisation:

Mr. Chan
100% 100% 100%
' MediNet Holdlngs Men’s Health Solutions Medmet Intgrnatlonal
(incorporated in Hong Kong) . . (incorporated in the BVI)
(incorporated in Hong Kong)
(Note 1) (Note 2)
| >99% <1%

MediNet Health Centre MediNet Services Well Being Dental
(incorporated in Hong Kong) (incorporated in Hong Kong) (incorporated in Hong Kong)
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Notes:

1. MediNet Holdings is an investment holding company incorporated in Hong Kong with limited liability on 22
December 1999, which is 100% beneficially owned by Mr. Chan.

2. Medinet International is an investment holding company incorporated in the BVI with limited liability on 2 June
2011, which is wholly owned by Mr. Chan and is one of the Controlling Shareholders of our Company upon
completion of the Reorganisation.

The companies comprising our Group underwent the Reorganisation, pursuant to which our
Company became the holding company of our Group. The Reorganisation involved the following major
steps:

1. Incorporation of MediNet BVI

MediNet BVI was incorporated in the BVI with limited liability on 12 August 2015. It has
600 shares of par value US$1.00 each in issue, credited as fully paid, to Medinet International.
MediNet BVI is principally engaged in investment holding.

2. Incorporation of our Company

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on 20 August 2015. Upon incorporation, the authorised share capital was HK$390,000
divided into 39,000,000 Shares and initially one Share was allotted and issued, credited as fully
paid at par, to an initial subscriber, which was transferred to Medinet International on the same
date at HK$0.01.

3. Acquisition of MediNet Services, MediNet Health Centre, Well Being Dental and Men’s
Health Solutions by MediNet BVI

On 28 August 2015, MediNet BVI acquired 99.9998% and 0.0002% of the issued share
capital of MediNet Health Centre from MediNet Holdings and Mr. Chan, respectively, in
consideration of MediNet BVI allotting and issuing 99 shares of MediNet BVI to Medinet
International (as a nominee of MediNet Holdings) and 1 share of MediNet BVI to Medinet
International (as a nominee of Mr. Chan), all credited as fully paid. Upon completion of the share
transfer, MediNet Health Centre has become a direct wholly-owned subsidiary of MediNet BVI. In
consideration of MediNet Holdings and Mr. Chan nominating Medinet International to hold 100
shares of MediNet BVI, Medinet International allotted and issued 1 share of Medinet International
to Mr. Chan.

On 28 August 2015, MediNet BVI acquired 99.9999% and 0.0001% of the issued share
capital of MediNet Services from MediNet Holdings and Mr. Chan, respectively, in consideration
of MediNet BVI allotting and issuing 99 shares of MediNet BVI to Medinet International (as a
nominee of MediNet Holdings) and 1 share of MediNet BVI to Medinet International (as a
nominee of Mr. Chan), all credited as fully paid. Upon completion of the share transfer, MediNet
Services has become a direct wholly-owned subsidiary of MediNet BVI. In consideration of
MediNet Holdings and Mr. Chan nominating Medinet International to hold 100 shares of MediNet
BVI, Medinet International allotted and issued 1 share of Medinet International to Mr. Chan.
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On 28 August 2015, MediNet BVI acquired 99.99999% and 0.00001% of the issued share
capital of Well Being Dental from MediNet Holdings and Mr. Chan, respectively, in consideration
of MediNet BVI allotting and issuing 99 shares of MediNet BVI to Medinet International (as a
nominee of MediNet Holdings) and 1 share of MediNet BVI to Medinet International (as a
nominee of Mr. Chan), all credited as fully paid. Upon completion of the share transfer, Well
Being Dental has become a direct wholly-owned subsidiary of MediNet BVI. In consideration of
MediNet Holdings and Mr. Chan nominating Medinet International to hold 100 shares of MediNet
BVI, Medinet International allotted and issued 1 share of Medinet International to Mr. Chan.

On 28 August 2015, MediNet BVI acquired 100% of the issued share capital of Men’s Health
Solutions from Mr. Chan, in consideration of MediNet BVI allotting and issuing 100 shares of
MediNet BVI to Medinet International (as a nominee of Mr. Chan), all credited as fully paid. Upon
completion of the share transfer, Men’s Health Solutions has become a direct wholly-owned
subsidiary of MediNet BVI. In consideration of Mr. Chan nominating Medinet International to
hold 100 shares of MediNet BVI, Medinet International allotted and issued 1 share of Medinet
International to Mr. Chan.

4. Transfer of 250 shares of MediNet BVI by Medinet International to NSD Capital

On 28 October 2015, Medinet International transferred 250 shares of MediNet BVI to NSD
Capital, in consideration of HK$45,000,000. Upon completion of such transfer, MediNet BVI was
owned as to 75% by Medinet International and as to 25% by NSD Capital. For further information
regarding such transfer, please refer to the paragraph headed “Pre-IPO investment by NSD
Capital” below in this section.

5. Share swap between Medinet International, NSD Capital and our Company

On 11 November 2015, each of Medinet International and NSD Capital transferred 750
shares and 250 shares of MediNet BVI to our Company, in consideration of our Company allotting
and issuing 74 Shares and 25 Shares, all credited as fully paid, to Medinet International and NSD
Capital respectively. Upon completion of the share swap, MediNet BVI has become a direct
wholly-owned subsidiary of our Company.

6.  Increase of authorised share capital of our Company

On 19 May 2016, our Company increased its authorised share capital from HK$390,000 to
HK$50,000,000 by the creation of an additional 4,961,000,000 Shares.

As confirmed by our Directors and our HK Legal Advisers, the change of shareholdings in
MediNet Services, Well Being Dental, MediNet Health Centre and Men’s Health Solutions, being
our principal operating subsidiaries incorporated in Hong Kong, under the Reorganisation would
not require any approval or permit from any relevant Government authorities in Hong Kong.
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The following chart sets forth our corporate and shareholding structure immediately following
completion of the Reorganisation:

Mr. Chan

100%

NSD Capital
(incorporated in
the Cayman Islands)

Medinet International
(incorporated in the BVI)

75% 25%

Our Company
(incorporated in
the Cayman Islands)

100%

MediNet BVI
(incorporated in the BVI)

100%

MediNet Health Centre MediNet Services Well Being Dental Men’s Health Solutions
(incorporated in Hong Kong) (incorporated in Hong Kong) (incorporated in Hong Kong) (incorporated in Hong Kong)

— 86 —



HISTORY AND DEVELOPMENT

The following chart sets forth our corporate and shareholding structure immediately following

completion of the Capitalisation Issue and the Placing:

NSD Capital
(incorporated in
the Cayman Islands)

18.75%

Mr. Chan

100%

Medinet International
(incorporated in the BVI)

Public

56.25%

Our Company
(incorporated in
the Cayman Islands)

25%

100%

MediNet BVI
(incorporated in the BVI)

100%

MediNet Health Centre
(incorporated in Hong Kong)

MediNet Services
(incorporated in Hong Kong)

Well Being Dental
(incorporated in Hong Kong)

Men’s Health Solutions
(incorporated in Hong Kong)

PRE-IPO INVESTMENT BY NSD CAPITAL

Principal terms of the pre-IPO investment

On 28 October 2015, NSD Capital, Medinet International and Mr. Chan entered into a sale and
purchase agreement (the “SPA”’) pursuant to which NSD Capital acquired 25% of the total issued shares
of MediNet BVI for a total consideration of HK$45,000,000 from Medinet International (the then
shareholder of MediNet BVI). Completion of such sale and purchase took place on 28 October 2015.
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The table below summarizes the principal terms of the pre-IPO investment by NSD Capital:

Name of pre-IPO investor

Date of sale and purchase
agreement

Number of shares purchased

Amount of consideration paid

Payment date of the consideration

Basis of determining the
consideration

Price paid per share of Medinet
(BVI) Limited

Discount to the Placing Price

Use of proceeds from the pre-IPO
investment

Strategic benefits to the Company

Shareholding in the Company to
be held by NSD Capital upon
Listing

NSD Capital

28 October 2015

250 shares of MediNet BVI, representing 25% of the total
issued shares of MediNet BVI

HK$45,000,000 in cash
28 October 2015

The consideration was determined based on arm’s length
negotiations with regard to our Group’s financial conditions
and operational results.

HK$180,000 per share of MediNet BVI

On the basis that NSD Capital is expected to hold
195,000,000 Shares (representing 18.75% of the total issued
Shares of our Company) immediately following completion
of the Capitalisation Issue and the Placing, the price paid by
NSD Capital per Share is approximately HK$0.2308,
representing a discount of approximately 11.23% to the
Placing Price of HK$0.26 per Placing Share (being the mid-
point of the indicative Placing Price range).

Not applicable. The investment by NSD Capital was by way
of purchasing the shares of MediNet BVI from Medinet
International, the then shareholder of MediNet BVI.

Our Group may from time to time in the future seek
strategic advice from NSD Capital concerning the
development of the medical and dental services industry in
Hong Kong and our Group’s business positioning and
strategies. Such advice, if any, will be provided by NSD
Capital to us at its discretion in its capacity as a Substantial
Shareholder of our Company. No agreement has been
entered into between NSD Capital and us concerning the
provision of any such advice. No fees were paid and no fees
will be payable by us to NSD Capital for any such advice.

18.75%
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Background of NSD Capital

NSD Capital is an exempted company incorporated with limited liability in the Cayman Islands.
The authorised capital of NSD Capital is US$50,000 divided into 100 management shares of US$1.00
par value each and 4,990,000 participating shares of US$0.01 par value each. NSD Capital is principally
engaged in investment holding.

The current holder of all management shares of NSD Capital is Convoy Fund Management Limited
(formerly known as DRL Capital Investment Management Limited) (“CFM”), which is a wholly-owned
subsidiary of Convoy Financial Holdings Limited (“Convoy Financial) (a company listed on the Main
Board of the Stock Exchange under stock code 1019). According to the latest annual report of Convoy
Financial published on the website of the Stock Exchange, (i) CFM is principally engaged in the
provision of capital investment and advisory services; and (ii) Convoy Financial is principally engaged
in the independent financial advisory business, money lending business, proprietary investment business,
asset management business and corporate finance advisory services.

The participating shares of NSD Capital are currently held as to approximately 11.11% by DRL
Capital (a 74.8%-owned subsidiary of Convoy Collateral Limited, which is a wholly-owned subsidiary
of Convoy Financial), as to approximately 43.14% by Lime Development Limited (a wholly-owned
subsidiary of Town Health International Medical Group Limited (“Town Health”), which is a company
listed on the Main Board of the Stock Exchange under stock code 3886), and as to approximately
45.75% by Convoy Collateral Limited (a wholly-owned subsidiary of Convoy Financial). According to
the latest annual report of Town Health published on the website of the Stock Exchange, Town Health is
principally engaged in the provision of healthcare and dental services, provision of health check and
laboratory services, managed care business, and investments in securities and properties.

For the avoidance of doubt, our Group has not entered into any transactions with NSD Capital or
Convoy Financial or Town Health, or their respective associates. MediNet Services, a subsidiary of our
Company, had appointed the individual doctors (the “Individual Doctors”) from various medical
centres managed by Town Health Medical & Dental Services Limited, a subsidiary of Town Health, to
join as Affiliated Doctors to our MediNet Network for the provision of medical services to Plan
Members of our Contract Customers. In accordance with the terms of the relevant agreements with
Individual Doctors, similar to other Affiliated Doctors of our Group, the Individual Doctors received
from us an agreed rate for the type of medical services provided to the Plan Members and the amount of
service fees (the “Service Fees”) paid/payable to the Individual Doctors depend on the number of Plan
Members treated each month. The Service Fees were received by Town Health on behalf of the
Individual Doctors. As confirmed by Town Health Medical & Dental Services Limited, the Individual
Doctors have the sole discretion in joining the MediNet Network and Town Health has no control on the
Individual Doctors to receive the Service Fees payable by our Group to the Individual Doctors. As such,
although our Group paid Service Fees to Town Health, there were no transactions entered into between
our Group and Town Health in substance. As at 31 March 2014, 31 March 2015 and as at the Latest
Practicable Date, our Group engaged 35, 43 and 42 Individual Doctors working at 27, 28 and 27
Affiliated Clinics operated by Town Health as part of our MediNet Network, respectively. For FY2013/
14, FY2014/15 and the nine-month period ended 31 December 2015, the Service Fees paid to the
Individual Doctors amounted to approximately HK$2.5 million, HK$2.8 million and HK$2.3 million,
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respectively, representing 7.6%, 8.3% and 8.3% of the Group’s total fees to Affiliated Doctors and

Affiliated Auxiliary Services Providers and reimbursement to Plan Members of the corresponding year/

period.

Special rights granted to NSD Capital

The SPA contains a clause (which will cease to have any effect upon Listing) pursuant to which

Medinet International undertakes to NSD Capital that at all times prior to the Listing (save for the sale

of the shares of MediNet BVI pursuant to the SPA or the implementation of transactions in relation or

incidental to the Reorganisation and the Listing), it will not:

(@)

(b)

(c)

offer, lend, pledge, issue, sell, contract to sell, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase, or
otherwise transfer or dispose of (either conditionally or unconditionally, or directly or
indirectly, or otherwise) any shares of MediNet BVI or any interests therein; or

enter into any swap or similar agreement that transfers, in whole or in part, the economic risk
of ownership of any shares of MediNet BVI or any interests therein, whether any such
transaction is to be settled by delivery of shares of MediNet BVI or such other securities, in
cash or otherwise; or

announce any intention to enter into or effect any such transaction described in (a) or (b)
above, unless with the prior written consent of NSD Capital.

In addition, the SPA contains a clause (which will cease to have any effect upon Listing) pursuant
to which each of Medinet International and Mr. Chan undertakes to NSD Capital to procure that, at all
times prior to the Listing, save in so far as agreed in writing by NSD Capital or the implementation of

transactions in relation or incidental to the Reorganisation and the Listing:

(@)

(b)

(c)

(d)

each of the Group companies shall not issue or agree to issue any shares, warrants or other
securities or loan capital or grant or agree to grant any option over or right to acquire or
convert into any share or loan capital in each of the Group companies or otherwise take any
action which might result in NSD Capital reducing its interests in the Group Companies, save
for the issue of shares of the Group Companies in connection with the Listing;

NSD Capital shall have the first right of refusal to participate in all future issue proposed by
any Group company of equity securities (or rights to acquire such equity securities or
securities convertible into, or exchangeable for, such equity securities) to the extent necessary
to maintain its proportionate fully diluted equity interest (if any);

NSD Capital shall have the right to appoint one director to the board of directors of MediNet
BVI and our Company, and Medinet International and Mr. Chan shall take all necessary
actions to effect the appointment of such director as nominated by NSD Capital on the board
of directors of MediNet BVI and our Company respectively;

NSD Capital shall have reasonable access to all financial records of our Group;

— 90 -



HISTORY AND DEVELOPMENT

(e) each Group company shall carry on its business as a going concern in the ordinary and usual
course as carried on prior to the date of the SPA and shall not acquire assets or investments
not in the ordinary and usual course of its business or set up subsidiaries or enter into any
joint ventures (other than for the purpose of the Reorganisation or in connection with the
Listing);

(f) each Group company shall not create or permit to arise any mortgage, charge, lien, pledge,
other form of security or Encumbrance or equity of whatsoever nature, whether similar to the
foregoing or not, on or in respect of any material part of its undertaking, property or assets
other than liens arising by operation of law in its ordinary and usual course of business;

(g) each Group company shall not extend any loans to any party or declare, pay or make any
dividends or other distributions save for dividends declared before the date of the SPA; and

(h) each Group company shall not effect any amendments to its constitutional documents save
where pursuant to the Listing.

The SPA also contains a clause (which will cease to have any effect upon Listing) pursuant to
which Medinet International irrevocable and unconditionally guarantees to NSD Capital that the
aggregate of the audited consolidated net profits of our Group for the financial years ending 31 March
2016 and 2017 (excluding any extraordinary item which includes, without limitation, any Listing-related
expense, and expressed in Hong Kong dollars and agreed or determined as such pursuant to the SPA)
shall not be less than a certain number, failing which Medinet International shall pay NSD Capital an
amount in cash calculated in accordance with a formula stipulated in the SPA. In accordance with the
Stock Exchange’s guidance letter HKEx-GL43-12 issued in October 2012 and updated in July 2013,
such profit guarantee is a private agreement between Medinet International and NSD Capital and the
compensation, if any, would be settled by Medinet International and is not linked to the market price or
capitalisation of the Shares.

In addition, pursuant to the SPA, at all times prior to the Listing, on receiving NSD Capital’s
reasonable request, Medinet International shall (at its cost) give to NSD Capital all information it
possesses or to which it has access relating to a Group company’s business and allow NSD Capital to
copy any document containing that information.

Lock-up and public float

The Shares held by NSD Capital are subject to a lock-up period of six months after the Listing.
For further information regarding such lock-up, please refer to the paragraph headed “Undertakings” in
the section headed ‘“Underwriting” in this prospectus. As NSD Capital is expected to hold more than
10% of the total issued share capital of our Company immediately following the completion of the
Placing, it will be a Substantial Shareholder of our Company upon Listing and hence all Shares held by
NSD Capital will not be counted as part of the public float for the purpose of Rule 11.23 of the GEM
Listing Rules.
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Sponsor’s confirmation

The Sponsor has confirmed that the pre-IPO investment mentioned above is in compliance with the
Interim Guidance on Pre-IPO Investments issued by the Stock Exchange and the Guidance Letter HKEx-
GL43-12 issued in October 2012 and updated in July 2013 by the Stock Exchange.
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OVERVIEW

We are principally engaged in the provision of corporate medical and dental solutions to our

Contract Customers (which mainly comprise insurance companies and corporations in terms of revenue)

through the design and administration of tailored medical and/or dental benefits plans for the Contract

Customers and the provision of different combinations of medical and/or dental services through the

MediNet Network to the Plan Members (including members and employees of our Contract Customers),

as well as the operation of our MediNet Centres and Dental Clinics offering services to both Plan

Members and Self-paid Patients (which generally refer to patients who visit our MediNet Centres and/or

Dental Clinics and pay out of their own expenses).

As at the Latest Practicable Date, our MediNet Network comprises:

)

(i1)

(iif)

(iv)

our two MediNet Centres located in Central and Tsim Sha Tsui respectively which are
operated by our Group and at which our MediNet Doctors offer a range of medical services
(as further described in the paragraph headed “Medical and dental services provided through
our MediNet Network” below in this section) to both Plan Members and Self-paid Patients;

our five Dental Clinics located in Causeway Bay, Central, Kwun Tong, Mong Kok and Tsim
Sha Tsui respectively which are operated by us and at which our Dentists and Dental
Hygienists offer a range of dental services (as further described in the paragraph headed
“Medical and dental services provided through our MediNet Network” below in this section)
to both Plan Members and Self-paid Patients;

391 Affiliated Doctors working at 361 Affiliated Clinics across different locations in Hong
Kong which are not operated by our Group but which agree to provide various medical
services (as further described in the paragraph headed “Medical and dental services provided
through our MediNet Network” below in this section) to the Plan Members by Affiliated
Doctors who charge us for such services provided to the Plan Members; and

62 professionals working at 42 Affiliated Auxiliary Services Providers across different
locations in Hong Kong which are not operated by our Group but which agree to provide
various auxiliary services (as further described in the paragraph headed “Medical and dental
services provided through our MediNet Network” below in this section) to the Plan Members
and which charge us for such services provided to the Plan Members.

We have an operating history of over 20 years in Hong Kong. As at the Latest Practicable Date,

we had ten Dentists and three Dental Hygienists providing dental services at our five Dental Clinics and

three MediNet Doctors providing medical services at our two MediNet Centres.
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Our customers can generally be categorised into Contract Customers and Self-paid Patients. The
following table sets forth a breakdown of our revenue during the Track Record Period by the type of
services provided and the type of customers:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$'000 %  HK$'000 %  HK$000 %  HK$000 %
(unaudited)

Medical solutions to Contract

Customers 49,344 63.7 48,313 55.6 34987 579 38,818  57.6
Medical services to Self-paid

Patients 9,013  11.6 13,142 15.1 9,200 152 10,895  16.2
Dental solutions to Contract

Customers 6,431 8.3 7,194 8.3 4,680 1.7 5,441 8.1
Dental services to

Self-paid Patients 12,732 164 18,284  21.0 11,570 19.2 12,179 18.1

77,520 100.0 86,933 100.0 60,437 100.0 67,333 _100.0

Our costs of operations mainly include, among others, (i) fees to Affiliated Doctors and Affiliated
Auxiliary Services Providers for services provided by them to Plan Members; (ii) costs of our medical
and dental professional staff, including our MediNet Doctors, Dentists, Dental Hygienists and other
professional staff working at our MediNet Centres and Dental Clinics; (iii) staff costs for our
management, administrative and other back-office staff; (iv) rental expenses for our various leased
premises which are used as our head office as well as our MediNet Centres and Dental Clinics; and (v)
costs of medical and dental supplies such as drugs and medicine and other consumables for use in the
provision of services to both Plan Members and Self-paid Patients at our MediNet Centres and Dental
Clinics.

—94 —



BUSINESS

The following flowcharts set out the relationship among (i) our Group; (ii) MediNet Doctors and
Dentists; (iii) MediNet Centres, Dental Clinics, Affiliated Clinics and Affiliated Auxiliary Services
Providers; (iv) Contract Customers; and (v) Plan Members/Self-paid Patients in the following scenarios:

Scenario (1): Plan Members seeking medical services at MediNet Centres,
Affiliated Clinics or Affiliated Auxiliary Services Providers

®Cost of
operating our

MediNet Centre @Annual _
retainer fees®/

»| MediNet Centres

(@fee-for-service
fees®
Plan @sh lid . Contract
Members ow vali ®Submit Our Group
identification requests for »| Customers
: ~—
ES and §eekﬁ1;1)1ed1cal payments K
services @Billings for annual
Affiliated Clinics retainer fees®/
or Affiliated ®Billings for
—>| Auxiliary Services |< . fee-for-service fees®
Providers ©®Payments"’
@®Enrolment
Note i:  For Contract Customers who are charged under the annual retainer model, the fee is generally payable upfront

Note ii:

Note iii:

Note iv:

irrespective of whether any Plan Members eventually utilise any medical services (i.e. there is no refund of fees
paid by Contract Customers upon expiry of the contracts even if no medical services have been utilised by Plan
Members). We may receive the annual fee in lump sum or by quarterly or monthly payments from Contract
Customers. Such revenue is recognised on a time proportion basis.

For Contract Customers who are charged under the fee-for-service model, the fees will be charged and recognised
based on a pre-agreed fee rate per medical service provided. We generally bill our Contract Customers on a
monthly basis based on the services received by the Plan Members in the preceding month.

Depending on the respective agreements between us and the Contract Customers, Plan Members are generally
entitled to certain types and amount of medical services free of charge or at specified prices with or without co-
payments from all or selected Doctors and Affiliated Auxiliary Services Providers across the MediNet Network.
For the details of the medical services offered to Plan Members, please refer to the paragraph headed “Medical
and dental services provided through our MediNet Network™ below in this section.

Payments refer to fees charged by our Affiliated Clinics or Affiliated Auxiliary Services Providers to us for
medical services provided by them to Plan Members.
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Scenario (2): Plan Members seeking dental services at our Dental Clinics

®Annual retainer

fees?
Plan < Contract
Dental Clinics Our Grou
Members p > Customers
. N o N —
@Show valid @Billings for annual
identification and retainer fees
seek dental
services @
®Cost of operating our Dental Clinics
®Enrolment
Note i:  For Contract Customers who are charged under the annual retainer model, the fee is generally payable upfront

irrespective of whether any Plan Members eventually utilise any dental services (i.e. there is no refund of fees
paid by Contract Customers upon expiry of the contracts even if no dental services have been utilised by Plan
Members). We may receive the annual fee in lump sum or by quarterly payments from Contract Customers. Such
revenue is recognised on a time proportion basis.

Note ii: Depending on the respective agreements between us and the Contract Customers, Plan Members are generally
entitled to certain types and amount of dental services free of charge or at specified prices with or without co-
payments through our Dental Clinics. For the details of the dental services offered to Plan Members, please refer
to the paragraph headed “Medical and dental services provided through our MediNet Network™ below in this
section.
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Scenario (3) Self-paid Patients seeking medical and/or dental services at MediNet Centres,
Dental Clinics, Affiliated Clinics or Affiliated Auxiliary Services Providers

Our Group

@Cost of operating our MediNet
®Seek medical Centres and Dental Clinics
and/or dental
services and
make payments® MediNet Centres
and/or
Dental Clinics

Self-paid Patients

Affiliated Clinics

1 Seek services and i
! or .Afﬁhateq Not related to
make payments Aux1hary‘ Services our Group
1 Providers
Note i:  Self-paid Patients generally refer to patients who visit our MediNet Centres and Dental Clinics and who pay out

of their own expenses, such as walk-in patients as well as Plan Members who pay a portion or the entire amount
of fees incurred for the medical and/or dental services received that do not fall within the scope of the relevant
medical and/or dental benefits plans or that require co-payments by the Plan Members.

MARKET AND COMPETITION

According to the Ipsos Report, there were approximately 16 corporate medical solutions providers
in Hong Kong as of 2014. The three largest corporate medical solutions providers in Hong Kong in
2014 together accounted for approximately 75.2% of the total revenue of the Hong Kong corporate
medical solutions industry in 2014. Our Group ranked fourth, sharing approximately 2.5% of the total
revenue of the provision of corporate medical solutions in Hong Kong.

For further information regarding the competitive landscape of the industry in which we operate,
please refer to the section headed ‘““Industry overview”.
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COMPETITIVE STRENGTHS
We believe that our competitive strengths include:

1.  Well-established presence in the corporate medical solutions industry in Hong Kong and
well-established MediNet Network

We have an operating history of over 20 years in Hong Kong. As at the Latest Practicable
Date, the MediNet Network had more than 400 points of services across Hong Kong, including our
MediNet Centres and Dental Clinics as well as the Affiliated Clinics and Affiliated Auxiliary
Services Providers at which a range of medical and dental services are provided by the Doctors,
Dentists, Dental Hygienists, Affiliated Auxiliary Services Providers and other medical and dental
professionals, which include, among others, 304 general practitioners, 87 specialists covering 17
different specialties, ten Dentists, three Dental Hygienists and 62 Affiliated Auxiliary Services
Providers.

Throughout our operating history, we believe, as supported by the Ipsos Report, that we have
established a strong presence in the corporate medical solutions industry in Hong Kong. As stated
in the Ipsos Report, we are one of the major corporate medical solutions providers in Hong Kong
engaged in the design and administration of tailored medical benefits plans for Contract Customers
comprising mainly insurance companies and corporations. The Ipsos Report also stated that
insurance companies in Hong Kong usually enter into contracts with several major corporate
medical solutions providers (such as our Group) at the same time, while corporations with
sufficiently large size and number of employees usually directly approach and engage major
corporate medical solutions providers such as our Group. As such, our well-established presence in
the corporate medical solutions industry in Hong Kong may give us an advantage in terms of
maintaining existing Contract Customers and securing new business opportunities and it is crucial
to the day-to-day business operations and future business development of our Group.

2. Long-term rapport with major customers and suppliers

Our Group has long-standing business relationship with our major customers and suppliers.
Our length of relationship with our top 5 customers for the Track Record Period, which include
Contract Customers that are insurance companies and corporations, ranges from approximately 4 to
20 years, while that with our top 5 suppliers for the Track Record Period, which include the
Affiliated Doctors and Affiliated Auxiliary Services Providers, ranges from approximately 3 to 21
years. Our Directors believe that our Group has developed close relationship with our major
customers and suppliers over the years. Based on the close relationship with our customers, our
Group is able to satisfy customers’ needs and to design tailor-made medical and/or dental benefits
plans for our Contract Customers. In addition, our Group has also built up a long-standing
business relationship with major suppliers, including Affiliated Doctors and Affiliated Auxiliary
Services Providers. Our Directors believe a strong relationship with experienced suppliers is a
strength and edge in maintaining our Group’s service quality.

Our Directors believe that our Group can leverage on our existing relationship with major
customers and major suppliers to further develop new business opportunities while controlling our
Group’s costs through favourable terms.
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3. Experienced and dedicated management team

Our Group has an experienced management team in the medical and dental services industry.
Our Group is led by our Chairman and founder, Mr. Chan, who has over 30 years of experience in
the corporate medical and dental solutions industry and has been fundamental to the development
of our Group since our establishment. In addition, our senior management team includes Ms. Li
Christine (our assistant general manager), Ms. Ngan Pui Shan, Jane (our financial controller), Mr.
Wong Siu Kay (our Dentist and a director of Well Being Dental), and Ms. Chung Mei Shu, Pinky
(our Dentist and a director of Well Being Dental), each having joined our Group for more than 18
years and accumulated extensive experience in the business development and day-to-day operation
of our Group. For further information regarding the background and experience of our Directors
and senior management team, please refer to the section “Directors and senior management” in
this prospectus.

Our Directors believe that based on the experience of our management team and their in-
depth knowledge of the industry and the customers’ needs, our Group is able to deliver quality and
satisfactory services to our customers, which is essential to our success and future development.

BUSINESS STRATEGIES

Our principal business objective is to further strengthen our position as an established service
provider in the medical and dental industry in Hong Kong. We intend to achieve our business objective
by pursuing the following key strategies:

1. Expand the operation of our MediNet Centre and Dental Clinic in Central and our
Dental Clinic in Tsim Sha Tsui

As at the Latest Practicable Date, we operate two MediNet Centres located in Central and
Tsim Sha Tsui and five Dental Clinics located in Causeway Bay, Central, Kwun Tong, Mong Kok
and Tsim Sha Tsui respectively. In order to better serve our Contract Customers, Plan Members
and Self-paid Patients and to capitalise on the potential business opportunities arising from the
continued demand for medical and dental services in Hong Kong, we are constantly seeking
suitable and strategic locations for relocating and expanding our existing MediNet Centres and
Dental Clinics for better service quality and capacity. Our Directors currently intend to identify,
assess and lease suitable and larger premises in Central and Tsim Sha Tsui for relocating our
MediNet Centre and Dental Clinic in Central and our Dental Clinic in Tsim Sha Tsui respectively.

We consider that the expertise and contribution of our professional team of MediNet Doctors,
Dentists, Dental Hygienists and other medical and dental professional staff is crucial to our
continuing success. All of our MediNet Doctors, Dentists and Dental Hygienists possess
appropriate qualifications and years of practicing experience in the medical and dental sector
respectively. In order to cope with our business development and our planned investment for the
expansion of our operation of MediNet Centre and Dental Clinic in Central and Dental Clinic in
Tsim Sha Tsui as mentioned above and also to continuously enhance our quality services to our
customers, we intend to identify and recruit additional qualified and skilled personnel to join our
team of professional MediNet Doctors, Dentists, Dental Hygienists and other medical and dental
professional staff.
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2.  Purchase a property for our operation of Dental Clinic in Causeway Bay

During the Track Record Period, we leased a number of properties in Hong Kong for use as
our head office as well as for our MediNet Centres and Dental Clinics operations. Rental expense
has been one of our major cost components during the Track Record Period. Our Directors
consider that it would be in our best interest to purchase a property in Causeway Bay for
relocating our current Dental Clinic in Causeway Bay because this could: (i) mitigate the risk of
possible substantial increases in rental expenses in Causeway Bay which is a popular shopping and
commercial district in Hong Kong and is, in the opinion of our Directors, susceptible to substantial
increases in rental expenses; (ii) mitigate the risk of early termination or non-renewal of our lease
by the relevant landlord; (iii) in the opinion of our Directors, have a potential positive effect on
customers’ confidence in us; and (iv) ensure the continuity of the operation of our Dental Clinic in
the district of Causeway Bay which is, in the opinion of our Directors, strategic to the future
development of our business of provision of dental solutions to Contract Customers and dental
services to Self-paid Patients.

We plan to acquire a property in the vicinity of our current Dental Clinic in Causeway Bay
with floor area between 1,000 sq.ft. and 1,500 sq.ft., depending on the exact location, the overall
suitability and the purchase cost. Nevertheless, as at the Latest Practicable Date, we had not yet
identified any potential acquisition target. We will not make the acquisition from any connected
persons.

In connection with our aforesaid plan, the total capital expenditure is estimated to be
approximately HK$34.2 million, which comprise (i) the full purchase price of the property
estimated to be approximately HK$30.0 million; (ii) stamp duty and other professional fees
payable estimated to be approximately HK$3.2 million; and (iii) refurbishment and other expenses
estimated to be approximately HK$1.0 million.

The current lease of our Dental Clinic in Causeway Bay will expire in December 2016.
Having considered the expected amount of time required for identifying suitable property,
negotiating the terms of the purchase, and carrying out the renovation and relocation works, as
well as the expected timing of receiving the proceeds from the Placing, our Directors currently
plan to renew the current lease of the Causeway Bay Dental Clinic for one additional year upon
expiry in December 2016 in order to allow us sufficient time for the aforesaid works. We plan to
complete the purchase of property during the first half of the financial year commencing 1 April
2017 and complete the relocation in the second half of the financial year. We plan to finance all
such expenditure by the proceeds from the Placing.

3. Expand our MediNet Network

In order to further enhance the attractiveness of our services for Contract Customers and Plan
Members and to further strengthen our competitive edge, we intend to increase the number of
Affiliated Clinics and Affiliated Auxiliary Services Providers under our MediNet Network and to
broaden the range of auxiliary services coverage under the relevant corporate medical benefits
plans for our Contract Customers. By increasing the number of Affiliated Clinics, we will be able
to offer more choices and make our services more accessible to the Plan Members. By expanding
our coverage of auxiliary services through the addition of services such as vision care and
optometry and nutrition and dietary services to be offered by potential new Affiliated Auxiliary
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Services Providers, we will be able to provide more comprehensive medical benefits plans to our
Contract Customers. We believe that the expansion of the range of auxiliary services and points of
services in our MediNet Network will further strengthen our Group’s ability to be a comprehensive
corporate medical solutions provider in Hong Kong.

As at the Latest Practicable Date, save for our plan to acquire a property in Causeway Bay (for
which we had not yet identified any potential acquisition target as at the Latest Practicable Date) as
discussed above, we did not have any acquisition plan and had not identified any target for acquisition.

For further details on the implementation of the above-mentioned business strategies, please refer

to the section “Future plans and use of proceeds’.
MEDICAL SOLUTIONS TO CONTRACT CUSTOMERS

Our Group mainly provides corporate medical solutions to our Contract Customers through the
design and administration of tailored medical benefits plans for our Contract Customers and the
provision of different combinations of medical services through our MediNet Network to the Plan
Members. The purpose of our Group’s medical benefits plans is to provide convenient, reliable,
coordinated, comprehensive and affordable medical services through the well-established and multi-
specialties MediNet Network. For each of FY2013/14, FY2014/15 and the nine-month period ended 31
December 2015, our revenue derived from the provision of medical solutions to our Contract Customers
accounted for approximately 63.7%, 55.6% and 57.6% of our Group’s total revenue respectively.

We mainly provide corporate medical solutions to two types of Contract Customers, namely,
insurance companies and corporations. When designing medical benefits plan, our Group collaborates
with the Contract Customers and develops medical benefit plans which suit their unique needs based on
factors such as the scope of medical benefits desired by the Contract Customers and their budgets. For
further information regarding our customers, please refer to the paragraph headed “Customers” below in
this section.

The medical benefits plans that we design and administer for Contract Customers typically cover
the provision of different combinations of medical services such as general practice services, specialist
services (covering up to 17 specialties) and various auxiliary services (such as physiotherapy, traditional
Chinese medicine, health assessment and diagnostic X-ray and laboratory test), depending on the scope
of medical benefits as agreed with our Contract Customers under the corporate medical benefits plans.
For further details of the medical services provided to the Plan Members, please refer to the paragraph
headed “Medical and dental services provided through our MediNet Network” below in this section.

Depending on the scope of medical benefits as agreed with our Contract Customers under the
corporate medical benefits plans, different Plan Members may have access to different combinations of
medical services and auxiliary services offered by the Doctors and Affiliated Auxiliary Services
Providers across the MediNet Network in Hong Kong either free of charge or at specified prices with or
without co-payments, and may choose to visit all or selected Doctors and Auxiliary Services Providers
in the MediNet Network for their treatment. Under certain corporate medical benefits plans administered
by us for certain Contract Customers, we have also agreed to reimburse the relevant Plan Members for a
portion of the fees (subject to certain maximum limit per visit per year) paid for certain types of medical
services received by the Plan Members at clinics of their own choosing that are outside of our MediNet
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Network. Please refer to the paragraph headed ‘““Operation flow for corporate medical and dental
solutions business — Administering the medical/dental benefits plan” in this section for further details
with respect to the aforesaid reimbursement arrangement.

Our administration services to Contract Customers mainly include (i) the design of tailor-made
corporate medical solutions to our Contract Customers based on factors such as the scope of medical
benefits desired as well as the budget; and (ii) the administration and coordination works for Contract
Customers, Affiliated Doctors and Affiliated Auxiliary Services Providers such as managing and
updating the information in relation to the Plan Members and the coverage of the medical benefit plans
of Plan Members, updating and informing Contract Customers of any changes in the MediNet Network,
and responding to enquiries from Contract Customers, Affiliated Doctors and Affiliated Auxiliary
Services Providers.

Generally, our Group has two types of pricing models for the provision of medical solutions to our
Contract Customers, namely, annual retainer and fee-for-service:

(1) Annual retainer model. Under the annual retainer model, our Contract Customers would
generally pay us a fixed amount of annual fee per Plan Member. Such fee is generally
payable upfront, with regular adjustments to the fee based on any changes in the number of
Plan Members enrolled. In return, each Plan Member would generally be entitled to certain
amount of medical services free of charge or at specified prices with or without co-payments
during the year from all or selected Doctors and Affiliated Auxiliary Services Providers
across the MediNet Network. The annual fee is determined on a case-by-case basis. Our
pricing under the annual retainer model is generally determined based on our estimation of
the costs that will be incurred by us having regard to a number of factors including (i) the
scope of medical services covered by the corporate medical benefits plans; (ii) the number of
points of services within our MediNet Network to which the Plan Members are entitled to
have access; (iii) the amount of co-payment, if any, agreed to be borne by the Plan Members;
and (iv) the actual data retained by us in respect of the historical usage of medical services
by different Plan Members through our MediNet Network.

(2) Fee-for-service model. Under the fee-for-service model, we would generally charge our
Contract Customers only when a Plan Member receives medical service through our MediNet
Network. The amount that we charge our Contract Customers is generally determined based
on a fee scale pre-agreed between us and the Contract Customers for each type of medical
service to which the Plan Members are entitled. Such fee scale is generally determined
having regard to factors such as (i) the scope of medical services covered by the medical
benefits plans; (ii) the number of points of services within our MediNet Network to which
the Plan Members are entitled to have access; and (iii) the amount of co-payment, if any,
agreed to be borne by the Plan Members. Under the fee-for-service model, we generally bill
our Contract Customers on a monthly basis based on the services received by the Plan
Members in the preceding month.

An annual retainer model means that we will enjoy a fixed income (i.e. the fixed amount of annual fee
per Plan Member) but face the risk of an uncertain variable cost (which depends on the future usage of
medical services by the Plan Members through our MediNet Network during the following year). For
further information in relation to such risk, please refer to the section “Risk factors — Annual retainer
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contracts entered into between us and certain Contract Customers expose us to the risk of uncertain or
even negative profit margin due to uncertain variable costs” in this prospectus. Our Directors consider
that such risk has been adequately and satisfactorily mitigated by allowing for a sufficient margin when
determining our pricing based on years of data retained by us in respect of the historical actual usage of
medical services by different Plan Members through our MediNet Network. In addition, our Directors
consider that any decrease in profits from annual retainer contracts can be partially or wholly offset by
increase in profits from fee-for-service contracts because, during seasons (such as winter influenza
seasons which traditionally tend to arrive between January and March and summer influenza seasons
which tend to arrive between July and August according to the Centre for Health Protection of the
Department of Health of the Government) when we typically experience a higher amount of usage of
medical services by Plan Members, we would record lower profits from our annual retainer contracts as
we would incur more costs but our income is fixed under such pricing model, but at the same time, we
would record higher profits from our fee-for-service contracts as both our income and costs (and thus
profits) would increase under such pricing model along with an increase in usage of medical services by
Plan Members. During the Track Record Period, we did not experience any loss-making medical
solutions contracts under the annual retainer model.

The following table sets out a breakdown of our revenue derived from our provision of medical
solutions to Contract Customers during the Track Record Period by pricing models:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)
Medical solutions
— Annual retainer model 13,826 28.0 13,348 27.6 8,822 25.2 13,558 349
— Fee-for-service model 35,518 72.0 34,965 72.4 26,165 74.8 25,260 65.1
Total 49,344 100.0 48,313 100.0 34,987 100.0 38,818 100.0

The table below sets out the number of Contract Customers with revenue contribution to us during
the respective year or period in relation to our provision of medical solutions during the Track Record
Period:

Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
Number of Contract
Customers for medical
solutions
— Annual retainer model 13 12 10 12
— Fee-for-service model 88 99 98 101
Total (Note) 97 107 102 106
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Note: The number of Contract Customers in each category does not add up to the total number because some of our
Contract Customers had contracts with us that were charged under both models and were therefore included in both
categories.

During the Track Record Period, the retention rates of existing Contract Customers for medical
solutions was 99.0%, 91.6% and 93.4% for FY2014/15, FY2015/16 and the nine-month period ended 31
December 2015, respectively.

DENTAL SOLUTIONS TO CONTRACT CUSTOMERS

Similar to the provision of corporate medical solutions to Contract Customers as mentioned in the
paragraph headed “Medical solutions to Contract Customers” above, we also provide corporate dental
solutions to Contract Customers through the design and administration of tailored dental benefits plans
for our Contract Customers and the provision of different combinations of dental services to the Plan
Members through our Dental Clinics operated by us. For each of FY2013/14, FY2014/15 and the
nine-month period ended 31 December 2015, our revenue derived from the provision of dental solutions
to our Contract Customers accounted for approximately 8.3%, 8.3% and 8.1% of our Group’s total
revenue respectively.

There are three main types of Contract Customers for our dental solutions services, namely,
insurance companies, corporations and individuals. When designing dental benefits plan, our Group
collaborates with the Contract Customers and develops dental benefits plans which suit their unique
needs based on factors such as the scope of dental benefits desired by the Contract Customers and their
budgets. For further information regarding our customers, please refer to the paragraph headed
“Customers” below in this section.

The dental benefits plans that we design and administer for Contract Customers typically cover the
provision of various combinations of dental services such as scaling and polishing, filings, routine oral
examination and oral hygiene instruction. For further details of the dental services provided to the Plan
Members, please refer to the paragraph headed “Medical and dental services provided through our
MediNet Network™ below in this section.

Depending on the scope of dental benefits as agreed with our Contract Customers under the
corporate dental benefits plans, different Plan Members may have access to different combinations of
dental services either free of charge or at specified prices with or without co-payments, and typically
have access to all of our Dental Clinics for dental services.

In general, we charge our Contract Customers for the provision of dental solutions based on the
annual retainer model where our Contract Customers would generally pay us a fixed amount of annual
fee per Plan Member (or, where the Contract Customer is an individual, a fixed amount of annual fee for
the individual himself/herself), and in return, each Plan Member (or, where the Contract Customer is an
individual, such individual himself/herself) would generally be entitled to certain amount of dental
services free of charge or at specified prices with or without co-payments during the year through our
Dental Clinics. Our pricing is generally determined based on our estimation of the costs that will be
incurred by us having regard to a number of factors including (i) the scope of dental services covered by
the corporate dental benefits plans; (ii) the amount of co-payment, if any, agreed to be borne by the Plan
Members; and (iii) the actual data retained by us in respect of the historical usage of dental services by
different Plan Members at our Dental Clinics.
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An annual retainer model means that we will enjoy a fixed income (i.e. the fixed amount of annual
fee per Plan Member) but face the risk of an uncertain variable cost (which depends on the future usage
of dental services by the Plan Members at our Dental Clinics during the following year). For further
information in relation to such risk, please refer to the section “Risk factors — Annual retainer
contracts entered into between us and certain Contract Customers expose us to the risk of uncertain or
even negative profit margin due to uncertain variable costs” in this prospectus. Our Directors consider
that such risk has been adequately and satisfactorily mitigated by allowing for a sufficient margin when
determining our pricing based on years of data retained by us in respect of the historical actual usage of
dental services by different Plan Members at our Dental Clinics. During the Track Record Period, we
did not experience any loss-making dental solutions contracts under the annual retainer model.

The following table sets out a breakdown of our revenue derived from our provision of dental
solutions to Contract Customers during the Track Record Period by type of Contract Customers:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$000 %  HK$'000 %  HK$'000 %
(unaudited)
Dental solutions
— Corporations and
insurance companies 3,857 60.0 4,644 64.6 2,725 58.2 3,386 62.2
— Individuals 2,574 40.0 2,550 35.4 1,955 41.8 2,055 37.8
Total 6,431 100.0 7,194 100.0 4,680 100.0 5,441 100.0

The table below sets out the number of Contract Customers with revenue contribution to us during
the respective year/period in relation to our provision of dental solutions during the Track Record
Period:

Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
Number of Contract
Customers for dental
solutions
— Corporations and
insurance companies 102 102 95 115
— Individuals 5,832 5,753 5,895 5,960
Total 5,934 5,855 5,990 6,075

- 105 -



BUSINESS

MEDICAL SERVICES TO SELF-PAID PATIENTS

As at the Latest Practicable Date, we operate two MediNet Centres located in Central and Tsim
Sha Tsui respectively, at which our MediNet Doctors offer a range of medical services to both Plan
Members (subject to the coverage of different medical benefits plans) and Self-Paid Patients (which, in
relation to medical services, generally refer to patients who visit our MediNet Centres and who pay out
of their own expenses, such as walk-in patients as well as Plan Members who pay for a portion or the
entire amount of fees incurred for the medical services received that do not fall within the scope of the
relevant medical benefits plans or that require co-payment).

The types of medical services offered at our MediNet Centres by our MediNet Doctors to Self-paid
Patients include general practitioner consultation services, immunization services, health assessment
such as body check and female check-up services, as well as men’s health treatments. For further details,
please refer to the paragraph headed “Medical and dental services provided through our MediNet
Network™ below in this section.

We make use of the name “MediNet Health Centres” for the general operation of our MediNet
Centres, together with the names “Men’s Health Solutions Center” and “mhs” (short for Men’s Health
Solutions) for the men’s health treatments services, as well as “Carrie Women’s Health Centre” (a
business name registered under the business registration of MediNet Health Centre) for the female
check-up and related healthcare services.

Our MediNet Centres are strategically located in the business district of Central and the popular
shopping district of Tsim Sha Tsui. Our Directors consider that these locations are convenient and easily
accessible by our customers as both are close to most forms of public transport. As at the Latest
Practicable Date, there are three MediNet Doctors offering medical services at our two MediNet Centres,
each being a Registered Medical Practitioner having accumulated more than 16 years of medical
practicing experience for providing professional medical services. For each of FY2013/14, FY2014/15
and the nine-month period ended 31 December 2015, our revenue derived from the provision of medical
services at our MediNet Centres to Self-paid Patients accounted for approximately 11.6%, 15.1% and
16.2% of our Group’s total revenue respectively.

The following table sets forth a breakdown of our revenue derived from the provision of medical
services to Self-paid Patients by our two MediNet Centres during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 % HK$’000 % HK$’000 % HK$’000 %
(unaudited)
MediNet Centres
Central 1,229 13.6 2,230 17.0 1,687 18.3 2,017 18.5
Tsim Sha Tsui 7,184 86.4 10,912 83.0 7,513 81.7 8,878 81.5
Total 9,013 100.0 13,142 100.0 9,200 100.0 10,895 100.0
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The following table sets forth a breakdown of our revenue derived from the provision of different
types of medical services to Self-paid Patients at our MediNet Centres during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)

Medical services to Self-paid

Patients
General practice and other

auxiliary services 3,188 354 3,607 274 2,459 267 3,666 33.6
Men’s health treatments 5,825  64.6 9,535 72,6 6,741 73.3 7,229  66.4
Total 9,013 100.0 13,142 100.0 9,200 100.0 10,895 100.0

DENTAL SERVICES TO SELF-PAID PATIENTS

As at the Latest Practicable Date, we operate five Dental Clinics located in Causeway Bay,
Central, Kwun Tong, Mong Kok and Tsim Sha Tsui respectively, at which our Dentists and Dental
Hygienists offer a range of dental services to both Plan Members (subject to the coverage of different
dental benefits plans) and Self-Paid Patients (which, in relation to dental services, generally refer to
patients who visit our Dental Clinics and who pay out of their own expenses, such as walk-in patients as
well as Plan Members who pay for a portion or the entire amount of fees incurred for the dental services
received that do not fall within the scope of the relevant dental benefits plans or that require co-
payment). We make use of the name “Well Being Dental Services” for the general operation of our
Dental Clinics.

The types of dental services offered at our Dental Clinics to Self-paid Patients generally include
primary dental care, which refers to treatments and care for basic needs in dental health, as well as
secondary dental care, which refers to therapeutic and dental cosmetic care and treatments. For further
details, please refer to the paragraph headed “Medical and dental services provided through our
MediNet Network™ below in this section.

Our Dental Clinics are strategically located in the business and/or shopping districts of Causeway
Bay, Central, Kwun Tong, Mong Kok and Tsim Sha Tsui. Our Directors consider that these locations
are easily accessible by our customers as they are close to most forms of public transport. As at the
Latest Practicable Date, there are ten Dentists who are Registered Dental Practitioners offering dental
services at our Dental Clinics, as well as three Dental Hygienists offering scaling and polishing services
at our Dental Clinics. In addition, we may from time to time engage external dentists (who are
Registered Dental Practitioners not directly employed by us) to perform certain secondary dental care
treatments at our Dental Clinics depending on the expertise required for the relevant dental treatments.
For each of FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, our revenue
derived from dental services provided at our Dental Clinics to the Self-paid Patients accounted for
approximately 16.4%, 21.0% and 18.1% of our Group’s total revenue respectively.
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The following table sets forth a breakdown of our revenue derived from the provision of dental
services to Self-Paid Patients by our five Dental Clinics during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 % HK$’000 % HKS$°000 % HK$’000 %
(unaudited)

Dental Clinics
Central 3,365 26.4 4,950 27.1 3,438 29.7 3,348 27.5
Tsim Sha Tsui 3,781 29.7 5,584 30.5 3,240 28.0 3,781 31.0
Causeway Bay 3,138 24.7 4,784 26.2 2,694 233 2,717 22.3
Mong Kok 1,110 8.7 1,212 6.6 917 7.9 896 7.4
Kwun Tong 1,338 10.5 1,754 9.6 1,281 11.1 1,437 11.8
Total 12,732 100.0 18,284  100.0 11,570  100.0 12,179 100.0

MEDICAL AND DENTAL SERVICES PROVIDED THROUGH OUR MEDINET NETWORK
Our MediNet Network
As at the Latest Practicable Date, our MediNet Network comprises:

(i) our two MediNet Centres located in Central and Tsim Sha Tsui respectively which are
operated by our Group and at which our MediNet Doctors offer a range of medical services,

including general practitioner consultation services, immunization services, health assessment
services and men’s health treatments (as further described below), to both Plan Members and
Self-paid Patients;

Our MediNet Centre in Central Our MediNet Centre in Tsim Sha Tsui
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(i1) our five Dental Clinics located in Causeway Bay, Central, Kwun Tong, Mong Kok and Tsim
Sha Tsui respectively which are operated by us and at which our Dentists and Dental
Hygienists offer a range of dental services (as further described below) to both Plan Members

and Self-paid Patients;

Our Dental Clinic in Kwun Tong Our Dental Clinic in Mong Kok

Our Dental Clinic in Tsim Sha Tsui
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(iii) 391 Affiliated Doctors working at 361 Affiliated Clinics across different locations in Hong
Kong which are not operated by our Group but which agree to provide various medical
services, including general practitioner consultation services, specialist services, and other
auxiliary services (as further described below), to the Plan Members by Affiliated Doctors
who charge us for such services provided to the Plan Members; and

(iv) 62 professionals working at 42 Affiliated Auxiliary Services Providers across different
locations in Hong Kong which are not operated by our Group but which agree to provide
various auxiliary services, including physiotherapy, traditional Chinese medicine, health
assessment, diagnostic X-ray and laboratory tests (as further described below), to the Plan
Members and which charge us for such services provided to the Plan Members.

Medical services
(a) General practitioner consultation services

General practitioners are often the first point of contact for patients. General practitioners provide
patients with an initial diagnosis and treatment and, if necessary, referral services to appropriate
specialists and/or auxiliary services providers.

As at the Latest Practicable Date, general practitioner consultation services are offered at our two
MediNet Centres to both Plan Members and Self-paid Patients, and offered by 304 general practitioners
at Affiliated Clinics to Plan Members.

(b) Specialist services

As at the Latest Practicable Date, there are 87 specialists offering specialist services to Plan
Members at Affiliated Clinics, covering the following 17 specialties:

Cardiology
Urology Dermatology
Respiratory
Medicine Ear, Nose & Throat
Surgery
Paediatric
Endocrinology Diabetes
Orthopaedic & Metabolism
— > - —
Specialties

S ———— Gastroenterolo
Ophthalmology / \ &Hepatolog}%y

N
eurosurgery General Surgery
Obstetrics & Haematology &
Gynaecology Haematological Oncology
Neurology Internal Medicine

Nephrology

As at the Latest Practicable Date, our two MediNet Centres do not offer specialist services.
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(¢) Men’s health treatments

Men’s health treatments are offered at our two MediNet Centres by some of our MediNet Doctors
to Self-paid Patients only. During the Track Record Period and up to the Latest Practicable Date, the
coverage under the medical benefits plans administered by us for our Contract Customers do not include
men’s health treatments for Plan Members.

The scope of men’s health treatments include sexual dysfunction evaluation and treatments,
sexually transmitted diseases diagnosis and treatments, and genetic tests.

During FY2013/14, we have temporarily closed down part of our Tsim Sha Tsui MediNet Centre
for approximately two months for renovation such that, among other things, a designated separate area
has been set up for our men’s health treatments services after the renovation for higher privacy and
comfort for our Self-paid Patients seeking men’s health treatments at our MediNet Centre in Tsim Sha
Tsui.

(d) Other auxiliary services

Under our MediNet Network, our Affiliated Auxiliary Services Providers offer a range of auxiliary
services to Plan Members as set out below. Certain auxiliary services, including immunization services
and health assessment, are also offered at our MediNet Centres to Plan Members and Self-paid Patients.

(i)  Physiotherapy

Physiotherapists provide therapeutic treatments for patients whose mobility and functions are
affected by injury, illness or disability. Physiotherapy services provided by certain Affiliated
Auxiliary Services Providers under our MediNet Network to Plan Members include treatments for
chronic overuse and degenerative changes, neurological rehabilitation, exercise rehabilitation and
functional training, postural assessments, running assessment, etc.

(ii) Traditional Chinese medicine

Traditional Chinese medicine is offered by qualified practitioners of certain Affiliated
Auxiliary Services Providers under our MediNet Network to Plan Members. Such services include
general consultation, herbal granule dispensing, acupuncture, bone setting, tianjiu treatment, etc.

(iii) Health assessment

A range of health assessment services is provided at our MediNet Centres (in collaboration
with certain external service providers for certain imaging and testing services as we do not
possess the relevant imaging and testing equipment at our MediNet Centres) to Plan Members and
Self-paid Patients, and at certain Affiliated Auxiliary Services Providers under our MediNet
Network to Plan Members. Such health assessment services include basic medical questionnaire,
physical examination, hematological tests, diabetes screening, renal function test, gout screening,
liver function test, coronary risk lipid profile, thyroid function test, hepatitis screening, serology,
cardiac function test, female check-up and related healthcare services, pre-marital screening,
vaccinations and immunization services, etc.
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(iv) Diagnostic X-ray and laboratory tests

Diagnostic X-ray and laboratory tests are offered by certain Affiliated Auxiliary Services
Providers under our MediNet Network to Plan Members. Such services include X-ray imaging,
mammography, ultrasound, electrocardiography, blood test, urine test, stool test, microbiology, etc.

Dental services

A range of dental services are offered to Plan Members and Self-paid Patients at our Dental
Clinics. Such dental services generally comprise:

° primary dental care, which refers to primary treatments and care for basic needs in dental
health with an emphasis on dental health maintenance, including scaling and polishing,
fillings, intra-oral X rays, routine oral examination, education and preventive advice; and

° secondary dental care, which covers both therapeutic and dental cosmetic care, including
teeth restoration, dentures, oral surgery, orthodontics, implants and teeth whitening.

During the Track Record Period and up to the Latest Practicable Date, the coverage under the
dental benefits plans administered by us for our Contract Customers generally do not include secondary
dental care services for Plan Members.

Other than our Dentists and Dental Hygienists, we may from time to time engage external dentists
to perform certain secondary dental care treatments at our Dental Clinics depending on the expertise
required for the relevant dental treatments.

During the Track Record Period and up to the Latest Practicable Date, other than our Dentists,
Dental Hygienists and certain external dentists engaged by us who provide dental services at our Dental
Clinics, we have not entered into any agreements with third parties for the provision of dental services
to Plan Members or Self-paid Patients.

The dental services provided at our Dental Clinics involve the use of certain dental equipment
including certain irradiating apparatuses (such as for use in dental radiographs and X-ray imaging) and
pressure vessels (such as for producing dental compressed air and for pressurized sterilization of dental
equipment) which are owned by Well Being Dental and are equipped at our Dental Clinics. The
possession and operation of such irradiating apparatuses and pressure vessels are regulated under the
Radiation Ordinance (Chapter 303 of the Laws of Hong Kong) and the Boilers and Pressure Vessels
Ordinance (Chapter 56 of the Laws of Hong Kong) respectively. For details, please refer to the section
headed “Regulatory overview” in this prospectus as well as the paragraph headed “Licences and
permits” below in this section. The dental equipment currently installed at our Dental Clinics have been
in use for approximately 3 to 11 years up to the Latest Practicable Date. We continuously monitor their
operating conditions and conduct regular examinations on such equipment as required by laws, based on
which we make replacement and/or repair and maintenance decisions on an ongoing basis. For each of
FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, our additions of dental
equipment amounted to approximately HK$70,000, HK$116,000 and HK$128,000 respectively, and we
incurred repair and maintenance expenses for dental equipment of approximately HK$189,000,
HK$216,000 and HK$126,000 respectively.
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Establishing our own MediNet Centres and Dental Clinics versus employing the services of

Affiliated Clinics and Affiliated Auxiliary Services Providers

Medical services

We determine whether we shall establish our own MediNet Centres or employ the services of

Affiliated Clinics and Affiliated Auxiliary Services Providers by taking into account various factors

including but not limited to our operational needs and our available financial resources, with particular

regard to the following:

(@)

(b)

(©

the advantages of establishing our own MediNet Centres, which include, among other things:

(1) the opportunity to increase the recognition of the “MediNet” brand and enhance the
overall image of our Group;

(i) the ability to attract and serve Self-paid Patients with the aim of generating more
revenue from the provision of medical services to Self-paid Patients; and

(iii) the ability to have full and direct control of the operation of our own MediNet Centres;

the disadvantages of establishing our own MediNet Centres, which include, among other

things:

(i) the need for a substantial amount of investment costs for rental deposits, renovation,

(ii)

(iii)

and working capital needs upon start-up for staff costs and for the purchase of various
medical supplies;

the uncertainty in respect of the profitability of the MediNet Centres after
establishment; and

the need to compete with existing medical clinics in the intended area for establishing
our own MediNet Centres;

the advantages of employing the services of an Affiliated Clinic or Affiliated Auxiliary

Services Provider, which include, among other things:

e

(i1)

(iii)

(iv)

the ability to quickly increase the geographical coverage of our MediNet Network;

the ability to quickly increase the overall scope of medical services and facilities
offered to Plan Members;

the fact that there are no start-up or operating costs required for employing an Affiliated
Clinic or Affiliated Auxiliary Services Provider, whereas establishing our own MediNet
Centres requires substantial start-up and operating costs; and

the ability to quickly replace an Affiliated Clinic or an Affiliated Auxiliary Services
Provider where necessary by employing other clinics or auxiliary services providers in
the same district rather than establishing our own MediNet Centres;
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(d)

the disadvantages of employing an Affiliated Clinic or Affiliated Auxiliary Services Provider,
which include, among other things:

(i) the lack of full and direct control of the operation of the Affiliated Clinics and
Affiliated Auxiliary Services Providers; and

(ii) the need to deal with a large number of different Affiliated Clinics and Affiliated
Auxiliary Services Providers on matters such as scope of services, fee scales, payments,
verification of Plan Members, etc.

Having considered the advantages and disadvantages of establishing our own MediNet
Centres and employing the services of Affiliated Clinics and Affiliated Auxiliary Services
Providers as stated above, we would decide whether it is cost effective to achieve our
principal business objective, which is to further strengthen our position as an established
service provider in the medical industry and dental industry in Hong Kong. Our business
strategies include to expand the operation of our MediNet Centre in Central and to expand
our MediNet Network which targets to better serve our Contract Customers, Plan Members
and Self-paid Patients and to capitalise on the potential business opportunities arising from
the continued demand for medical services in Hong Kong. Further details on the
implementation of future plans, please refer to the section “Future plans and use of
proceeds”.

In general, our Group would tend to employ the services of Affiliated Clinics and Affiliated
Auxiliary Services Providers rather than establishing our own MediNet Centre as we would
be able to quickly increase the geographical coverage of our MediNet Network and the
overall scope of medical services and facilities offered to Plan Members, unless there is a
potential premise which is strategically located in close proximity to our Contract Customers’
offices and in popular shopping or commercial districts.

Dental services

During the Track Record Period and up to the Latest Practicable Date, all dental services were

offered to Plan Members and Self-paid Patients through our Dental Clinics without employing the

services of any Affiliated Clinics or Affiliated Auxiliary Services Providers, because:

(a)

(b)

based on our Group’s operational experience over the years, our Directors consider that our
five Dental Clinics are, given their locations at popular commercial and shopping districts,
already able to provide reasonably sufficient attractiveness for our Contract Customers to
engage us for the provision of dental services to Plan Members; and

by operating our own Dental Clinics, we enjoy various advantages including but not limited
to (i) the opportunity to increase the recognition of the “Well Being Dental Services” brand
and enhance the overall image of our Group; (ii) the ability to attract and serve Self-paid
Patients with the aim of generating more revenue from the provision of dental services
(especially secondary dental services) to Self-paid Patients; and (iii) the ability to have full
and direct control of the operation of our own Dental Clinics.
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We currently do not have any plans to employ the services of external dental clinics for the

provision of dental services to Plan Members after Listing.

Investment costs and payback period

The investment costs and payback period for establishing a new medical centre or dental clinic

could vary significantly depending on various factors, including but not limited to the location, the size,
the range of services offered and the type of equipment required. The table below sets out our Directors’
estimates of the range of investment costs and payback period for establishing a medical centre and a

dental clinic at present:

Establishment of Approximate investment costs Approximate

payback period

A MediNet Centre HK$1 million to HK$2 million (Note 1) 4 to 5 years
A specialist medical clinic HKS$1 million to HK$3 million (Note 2) 4 to 5 years
An auxiliary services provider =~ HK$1 million to HK$10 million (Note 3) 4 to 5 years
A Dental Clinic HK$2 million to HK$3 million (Note 4) 3 to 5 years
Note 1: The types of medical services offered at MediNet Centres include general practitioner consultation services,

Note 2:

Note 3:

Note 4:

immunization services, health assessment such as body check and female check-up services, as well as men’s
health treatments. The estimated investment costs mainly include the cost of rental deposits, renovation, and
working capital needs upon start-up for staff costs and for the purchase of various medical supplies, which could
vary depending mainly on factors such as the location and the size of the MediNet Centre.

The estimated investment costs mainly include the cost of rental deposits, renovation, medical equipment (where
necessary depending on the specialty), and working capital needs upon start-up for staff costs and for the purchase
of various medical supplies, which could vary depending mainly on factors such as the location and the size of the
specialist medical clinic and the type of medical specialties offered at the specialist medical clinic.

The estimated investment costs mainly include the cost of rental deposits, renovation, medical equipment (where
necessary depending on the types of auxiliary services), and working capital needs upon start-up for staff costs
and for the purchase of various medical supplies, which could vary depending mainly on factors such as the
location and the size of the auxiliary services centre and the type of equipment required for the provision of the

auxiliary services.

The types of dental services offered at our Dental Clinic includes primary dental care and secondary dental care as
described in the paragraph headed “Dental services” above in this section. The estimated investment costs mainly
include the cost of rental deposits, renovation, dental equipment, and working capital needs upon start-up for staff
costs and for the purchase of various dental supplies, which could vary depending mainly on factors such as the
location and the size of the Dental Clinic.
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BUSINESS SEGMENTS

Our Group’s business operations could be classified into two types of services, namely, (a) the
design and administration of medical and dental benefits plans for Contract Customers; and (b) the
provision of medical and dental services through the operation of MediNet Centres and Dental Clinics.

For revenue generated under (a), our Group receives payments directly from Contract Customers
(which mainly comprise insurance companies and corporations) through the design and administration of
tailored medical and/or dental benefits plans for the Contract Customers and the provision of different
combinations of medical and/or dental services through the MediNet Network to the Plan Members
(including members and employees of our Contract Customers). Under the annual retainer model, our
Group receives a fixed amount of annual fee per Plan Member from our Contract Customers regardless
of whether or not the Plan Members eventually utilise the medical and/or dental services through the
MediNet Network. Under the fee-for-service model, our Group receives payments from Contract
Customers based on a pre-agreed fee rate per medical/dental service provided. For FY2013/14, FY2014/
15 and the nine-month periods ended 31 December 2014 and 2015, the audited revenue generated under
(a) amounted to approximately HK$55.8 million, HK$55.5 million, HK$39.7 million (unaudited) and
HK$44.3 million, respectively. Medical solutions service contracts are normally entered between
MediNet Services and respective Contract Customers while dental solutions service contracts are
normally entered between Well Being Dental and respective Contract Customers.

For revenue generated under (b), our Group receives payments for the medical and/or dental
services from walk-in patients and Plan Members (regardless of whether they are required to make co-
payments or additional payments for services not covered by their medical/dental benefits plans) through
the operation of our MediNet Centres and Dental Clinics. For FY2013/14, FY2014/15 and the nine-
month periods ended 31 December 2014 and 2015, the audited revenue generated under (b) amounted to
approximately HK$26.2 million, HK$36.1 million, HK$24.6 million and HK$26.8 million (including
intersegment revenue) or approximately HK$21.7 million, HK$31.4 million, HK$20.8 million
(unaudited) and HK$23.1 million (excluding intersegment revenue), respectively. For the avoidance of
doubt, the payments made by Self-paid Patients seeking healthcare services at Affiliated Clinics and
Affiliated Auxiliary Services Providers do not relate to our Group.

In the case of (a), MediNet Centres, Dental Clinics and Affiliated Clinics and Affiliated Auxiliary
Services Providers represent our Group’s cost centres. For medical solutions and dental solutions
services contracts signed between Contract Customers and MediNet Services, MediNet Services will
make payments to MediNet Health Centre or Well Being Dental (the subsidiaries of our Group which
operate the MediNet Centres/Dental Clinics) or Affiliated Clinics and Affiliated Auxiliary Services
Providers for services provided by them to Plan Members, as the case may be, depending on where the
Plan Members obtained the medical/dental services. Such payments are recorded as “medical and dental
professional services expenses” of the Group. In the case of payments made to MediNet Health Centre
and Well Being Dental, such “medical and dental professional services expenses” are recognised as
intersegment revenue of (b) and will be eliminated upon consolidation. For FY2013/14, FY2014/15 and
the nine-month periods ended 31 December 2014 and 2015, the audited ‘“medical and dental
professional services expenses” eliminated upon consolidation amounted to approximately HK$4.5
million, HK$4.6 million, HK$3.8 million (unaudited) and HK$3.7 million, respectively. Please refer to
the table below under this subsection for further details on such intersegment revenue.
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For illustrative purposes only, the unaudited segment margins and segment profits of (a) during the
Track Record Period are arrived at after taking into account, including but not limited to, the medical
and dental professional services expenses paid/payable to the MediNet Network and reimbursement to
Plan Members and overhead costs incurred in administering the medical/dental benefits plan with
Contract Customers. The unaudited segment margins and segment profits of (b) during the Track Record
Period are arrived at after taking into account, including but not limited to, the medical and dental
professional services expenses paid/payable to external dentists and laboratories, staff cost paid to
MediNet Doctors, Dentists and other professional staff, rental expenses for MediNet Centres and Dental
Clinics and cost of medical and dental supplies.

The table below sets forth the historical financial performance and profitability of each of the two
types of services provided by our Group during the Track Record Period:

Nine-month period
Year ended 31 March ended 31 December

2014 2015 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Design and administration of
medical and dental benefits plans
for Contract Customers
Segment revenue
External revenue (Note 1) 55,775 55,507 39,667 44,259
Segment profit 6,379 6,386 3,222 5,881
Segment margin 11.4% 11.5% 8.1% 13.3%
Provision of medical and dental services
through the operation of MediNet
Centres and Dental Clinics
Segment revenue
External revenue (Note 2) 21,745 31,426 20,770 23,074
Intersegment revenue (Note 3) 4,457 4,627 3,798 3,726
26,202 36,053 24,568 26,800
Segment profit 2,195 7,856 3,109 2,465
Segment margin 8.4% 21.8% 12.7% 9.2%

Note 1: Represent revenue generated from the provision of medical and dental solutions to Contract Customers.
Note 2: Represent revenue generated from the provision of medical and dental services to Self-paid Patients (which

comprise walk-in patients as well as Plan Members who were required to make co-payments or additional
payments for treatments that do not fall within the scope of their relevant benefits plans).
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Note 3: Represent revenue generated from the provision of dental and medical services to Plan Members (which received
medical/dental services that are free of charge). The amounts of intersegment revenue shown in the above table
represents a different segmentation in comparison with that of Note 8 to “Appendix I — Accountants’ Report”,
which the intersegment revenue shown in Appendix I to this prospectus refers to the “medical and dental
professional services expenses” paid to Well Being Dental by MediNet Services for the dental services provided to
Plan Members of one single Contract Customer who entered into a service contract under fee-for-service model
which its corporate benefits plan included both medical and dental benefits under the same contract. Such
intersegment revenue was calculated based on the dental services received by the relevant Plan Members through
our Dental Clinics in accordance with a pre-agreed fee scale charged to the Contract Customer. For FY2014/15,
such intersegment revenue eliminated upon consolidation amounted to HK$792,000. For the avoidance of doubt,
saved for the above disclosed, separate contracts were entered into between Contract Customers for dental solution
services and medical solution services, respectively.

For (a) the design and administration of medical and dental benefits plans for Contract Customers,
the unaudited segment margins for FY2013/14, FY2014/15 and the nine-month periods ended 31
December 2014 and 2015 were approximately 11.4%, 11.5%, 8.1% and 13.3%, respectively. The
unaudited segment margins remained stable for FY2013/14 and FY2014/15 which is in line with the
relative stable revenue generated from the provision of medical and dental solutions services to Contract
Customers.

The increase in unaudited segment margins for (a) from 8.1% for the nine-month period ended 31
December 2014 to 13.3% for the nine-month period ended 31 December 2015 was mainly due to (i) the
lower base figure for the nine-month period ended 31 December 2014 as a result of the increased usage
of our medical services by Plan Members, which is evidenced by the slightly higher number of visits
who were Plan Members for the nine-month period ended 31 December 2014 as compared with the same
period in 2015; (ii) a general increase in our pricing for medical and dental solutions services to
Contract Customers upon contracts renewals; and (iii) the addition of new Contract Customers for our
medical solutions services under the annual retainer model.

For (b) the provision of medical and dental services through the operation of MediNet Centres and
Dental Clinics to Self-paid Patients, the unaudited segment margins for FY2013/14, FY2014/15 and the
nine-month periods ended 31 December 2014 and 2015 were approximately 8.4%, 21.8%, 12.7% and
9.2%, respectively. The significant increase in unaudited segment margins from 8.4% for FY2013/14 to
21.8% for FY2014/15 was mainly due to the combined effect of (i) the increased average fee paid by
Self-paid Patients for medical and dental services per visit; and (ii) the relative stable fixed operating
costs (including but not limited to rental expenses and staff costs) for the operation of our MediNet
Centres and Dental Clinics in comparison to the respective revenue increment. For further details
regarding the average fee paid by Self-paid Patients, please refer to the section headed “Financial
Information — Principal components of results of operations — Revenue’ in this prospectus.

The decrease in unaudited segment margins for (b) from 12.7% for the nine-month period ended 31
December 2014 to 9.2% for the nine-month period ended 31 December 2015 was mainly due to the
increase in laboratory charges as a result of the increase in demand from Self-paid Patients for medical
services offered at our MediNet Centres, including health assessment services as well as dental services
offered at our Dental Clinics, resulting in an increase in our demand for laboratory testing services.

For further analysis for the results of operations during the Track Record Period, please refer to the
section headed ‘““Financial Information — Period-to-period comparison results of operations” in this
prospectus.
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OPERATION FLOW FOR CORPORATE MEDICAL AND DENTAL SOLUTIONS BUSINESS

The following diagram summarises the principal steps of our operation flow in a typical
transaction in respect of our provision of corporate medical and dental solutions to Contract Customers:

Seeking new business opportunity/Renewing existing contract

Designing tailored medical/dental benefits plan

Signing contract

Administering the medical/dental benefits plan

Payment

Seeking new business opportunity/Renewing existing contract

During the Track Record Period, our new businesses from Contract Customers were generally
obtained through direct approach by the Contract Customers to us. We also engage in certain business
development activities targeting at potential new Contract Customers as well as existing Contract
Customers, such as maintaining our corporate websites which contain health related information. For
further details, please refer to the paragraph headed “Business development” below in this section.

For existing Contract Customers, we normally commence negotiation with them for the renewal of
contracts in advance of the expiry of the existing contracts so as to allow sufficient time for negotiating
and handling any changes in the scopes and terms of service.

Designing tailored medical/dental benefits plan

Our Group designs tailored medical/dental benefits plans for Contract Customers based on factors
such as the scope of the medical and/or dental benefits desired by the Contract Customers and their
budget. The process is usually led by our executive Directors, Mr. Chan and Ms. Jiang, as well as our
assistant general manager, Ms. Li Christine, and generally involves in-depth discussions with our
Contract Customers and understanding of their needs. For details of the background and experience of
Mr. Chan, Ms. Jiang and Ms. Li Christine, please refer to the section headed ‘“Directors and senior
management” in this prospectus.

Signing contract

After agreeing on the coverage of the benefits plan, we will enter into a contract with the Contract
Customer. The contract generally stipulates the period of the contract, the benefits coverage, the amount
of annual fee and/or fee for different medical/dental services, specific exclusion list, etc. The contract
period is determined on a case-by-case basis which generally ranges from 12 to 24 months.
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Administering the medical/dental benefits plan

Administering the medical/dental benefits plan involves (i) inputting and updating the information
of Plan Members into our centralised administrative platform; (ii) issuing membership cards (known as
MediNet cards) to Plan Members (other than Plan Members who already possess membership cards or
medical cards issued by our Contract Customers) for verification of identity and benefits coverage and
usage when Plan Members receive services through our MediNet Network; (iii) inviting and approving
clinics and auxiliary services providers to join our MediNet Network; and (iv) verifying the validity of
membership cards and communicate with the Affiliated Doctors and Affiliated Auxiliary Services
Providers in relation to the benefits coverage of different Plan Members.

Under certain corporate medical benefits plans administered by us for certain Contract Customers
under the annual retainer model, we have also agreed to reimburse the relevant Plan Members for a
portion of the fees (subject to certain maximum limit per visit per year) paid for certain types of medical
services received by the Plan Members at clinics of their own choosing that are outside of our MediNet
Network. For each claim of reimbursement, such reimbursement generally covers 80% to 100% of the
fees paid, subject to a ceiling per visit, depending on the types of medical services received. Pricing of
corporate medical benefits plan that provides for the reimbursement for medical services received at
clinics outside of MediNet Network, similar to the pricing of other corporate medical benefits plan
which is determined based on our estimation of the costs that will be incurred by us, shall factor into the
historical usage of and average fees paid for medical services at clinics outside of MediNet Network.
For further details of the pricing policy, please refer to the paragraph headed “Customers — Costs and
pricing considerations for annual retainer contracts” below in this section.

To claim for reimbursement, Plan Member of eligible corporate medical benefits plans who has
received medical services at clinic that is outside of our MediNet Network is required to file to us an
reimbursement application form together with the payment receipts issued by the clinic as supporting
document, either directly or through the relevant Contract Customer, within 90 days from the date of
receiving such medical services. Such application form contains information of the Plan Members and
details with respect to the medical services received, including but not limited to, the clinic that offered
the medical services, the medical services received and the amount paid for such medical services. We
will then assess whether if such medical services received fall into the exclusion list as stipulated in the
corporate medical plans which are exempt from reimbursement. Subject to the aforesaid assessment,
reimbursement is generally made to Plan Member by us within three weeks from the date of receiving
the application.

For FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, revenue
attributable to corporate medical benefits plan that provides for the reimbursement for medical services
received at clinics outside of MediNet Network were approximately HK$5.9 million, HK$7.8 million
and HK$13.6 million, respectively, representing approximately 11.9%, 16.1% and 34.9% of the Group’s
total revenue generated from the provision of medical solutions to Contract Customers of the
corresponding year/period, respectively, while reimbursement made by us to Plan Members for medical
services received at clinics outside of MediNet Network were approximately HK$2.5 million, HK$3.4
million and HK$5.0 million, respectively, representing approximately 7.5%, 10.5% and 18.8% of the
Group’s total fees to Affiliated Doctors and Affiliated Auxiliary Services Providers and reimbursement
to Plan Members of the corresponding year/period.
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Our Group has a centralised administrative platform, namely, the MediNet system, for the storage
of the information of Plan Members. In order to maintain the accuracy and to avoid the leakage of the
information of Plan Members, only authorised employees can access the MediNet system for updating
and checking the information of Plan Members. In order to improve the efficiency and accuracy of the
operation, we provide approval hotline services and/or card terminals to the Affiliated Clinics and
Affiliated Auxiliary Services Providers which are connected to our MediNet system and are capable of
providing real time information for the verification of Plan Members’ identities and benefits coverage
and usage monitoring. If the Affiliated Doctors and Affiliated Auxiliary Services Providers have any
questions regarding the Plan Members, we also have in place a direct hotline for them to promptly seek
assistance from our customer services team.

In order to provide convenient, reliable and comprehensive medical services through the MediNet
Network, we invite different clinics and auxiliary services providers to join our MediNet Network if we
consider it appropriate or necessary. On the other hand, clinics and auxiliary services providers may
directly approach us for applying to join our MediNet Network. We maintain a list of Affiliated Clinics
and Affiliated Auxiliary Services Providers in our website which can be accessed by our Plan Members
and we update such list if there are any changes in our MediNet Network. We also distribute MediNet
Network directory pamphlets to our Contract Customers each year, which include the name and address
of all points of services under our MediNet Network. Please also refer to the paragraph headed “Quality
Control” below in this section for the criteria for joining our MediNet Network.

We generally enter into agreements with Affiliated Doctors and Affiliated Auxiliary Services
Providers which typically contains key terms and conditions including the scope of the medical and
auxiliary services for Plan Members, the agreed fees, the time frame for the notification of changes
about the clinic and the time frame for the notification of termination, etc.

Payment

We typically charge our Contract Customers based on an annual retainer model or a fee-for-service
model. Under the annual retainer model, we may receive the annual fee in one lump sum or by quarterly
or monthly payments from the Contract Customers depending on the terms negotiated. Under the fee-
for-service model, we would normally charge our Contract Customers on a monthly basis for the
services received by the relevant Plan Members in the preceding month through our MediNet Network
in accordance with a pre-agreed fee scale.

Normally, payments will be made by our Contract Customers to us ranging from 60 days to 90
days from the date of issue of the invoice. On the other hand, we normally pay our Affiliated Doctors
and Auxiliary Services Providers on a monthly basis with reference to the services received by the Plan
Members in the preceding month. Payment terms granted by our Affiliated Doctors and Affiliated
Auxiliary Services Providers to us are generally 90 days from the date of invoice.

LICENCES AND PERMITS

As confirmed by our Directors, our Group has obtained all material licences, permits and approvals
required for carrying on our business activities during the Track Record Period and up to the Latest
Practicable Date.
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The dental services provided at our Dental Clinics involve the use of certain irradiating
apparatuses, which is regulated under the Radiation Ordinance and requires licences issued by the
Radiation Board of Hong Kong. Such irradiating apparatuses are owned by Well Being Dental and are
equipped at our Dental Clinics. Well Being Dental has obtained the relevant licences for all such
irradiating apparatuses pursuant to the Radiation Ordinance. Such licences currently held by us were
issued on dates ranging from May 2015 to January 2016 and are valid until August 2016 to March 2017.
During the Track Record Period and up to the Latest Practicable Date, our Group did not experience any
refusal for the renewal of such licences. Provided that such irradiating apparatuses remain in good
operating state (subject to our repair and maintenance where necessary) and that they are operated by
our professional dental personnel, our Directors confirmed that up to the Latest Practicable Date, they do
not foresee any material legal impediment in respect of the renewal of such licences by us upon the
respective expiry of such licences.

The dental services provided at our Dental Clinics also involve the use of certain pressure vessels,
which is regulated under the Boilers and Pressure Vessels Ordinance. The use of each pressure vessel
requires a certificate of fitness issued by an appointed examiner after examination of the pressure vessel.
Our pressure vessels are owned by Well Being Dental and are equipped at our Dental Clinics. Well
Being Dental has obtained the relevant certificates of fitness for all such pressure vessels pursuant to the
Boilers and Pressure Vessels Ordinance. Such certificates are valid for either 14 or 26 months from their
respective dates of issue. The certificates currently held by us were issued on dates ranging from August
2014 to October 2015 and are valid until October 2016 to November 2017. During the Track Record
Period and up to the Latest Practicable Date, our Group did not experience any refusal for the issue of
new certificates upon the end of the validity period of the respective original certificates. Provided that
such pressure vessels remain in good operating state (subject to our repair and maintenance where
necessary) and that they are operated by our professional dental personnel, our Directors confirmed that
up to the Latest Practicable Date, they do not foresee any material legal impediment in respect of the
issue of such certificates upon the end of the validity period of the respective existing certificates.

CUSTOMERS
Characteristics of our customers
Our customers can generally be categorised into Contract Customers and Self-paid Patients:

(a) Contract Customers refer to customers that enter into contracts with our Group for the
administration of medical and/or dental benefits plans under which medical and/or dental
services are provided to Plan Members through our MediNet Network. For our provision of
medical solutions services, our Contract Customers mainly comprise insurance companies and
corporations. For our provision of dental solutions services, our Contract Customers mainly
include insurance companies, corporations, as well as individuals.

With respect to insurance companies, Plan Members mainly include policyholders of the
insurance companies or the employees of the policyholders, and they typically possess
insurance membership cards issued by the insurance companies for identification purpose
when receiving services through our MediNet Network. With respect to corporations, Plan
Members mainly include employees of the corporations and/or their dependents, and they
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(b)

either possess corporate medical cards issued by the corporations or MediNet membership
cards issued by us for identification purpose when receiving services through our MediNet
Network.

We have long-standing relationship with various Contract Customers, including reputable
multi-national corporations, sizable local corporations, well-known insurance companies, as
well as small and medium enterprises.

Self-paid Patients refer to patients who visit our MediNet Centres and Dental Clinics and
who pay out of their own expenses, such as walk-in patients as well as Plan Members who
pay for a portion or the entire amount of fees incurred for the medical and/or dental services
received that do not fall within the scope of the relevant medical/dental benefits plans or that
require co-payments by the Plan Members.

Set out below is a breakdown of our revenue by customer category during the Track Record

Period:
Nine-month period ended 31 December
FY2013/14 FY2014/15 2014 2015
HK$'000 %  HK$'000 %  HK$000 %  HK$000 %
(unaudited)
Contract customers 55,7715  71.9 55,507  63.9 39,667  65.6 44,259  65.7
Self-paid Patients 21,745  28.1 31,426 36.1 20,770 344 23,074 343

77,520 100.0 86,933 100.0 00,437 100.0 67,333 _100.0

Material terms of contracts with Contract Customers

Our contracts entered into with Contract Customers generally set out the scope of medical and/or

dental services to be provided to Plan Members, the agreed fees per Plan Member (for annual retainer

contracts) or the agreed fee scale for different types of services (for fee-for-service contracts), the

payment terms, details of the points of service to which the Plan Members are entitled to have access,

and the amount of co-payments (if any) required to be borne by the Plan Members. Some contracts also

contain the following key terms:

@)

(i1)

Administration service: We are responsible for the administration of the medical or dental
benefits plans for the Contract Customers and to inform the Contract Customers for any
additions, removals and/or changes of service providers to which the Plan Members are
entitled to have access.

Professional licenses of service providers: We shall ensure that all Doctors, Dentists and
Affiliated Auxiliary Services Providers have, where applicable, obtained relevant registrations
and/or licenses which are required for the provision of medical or dental services according
to the laws in Hong Kong.
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(iii)

@iv)

Termination: The contract period generally ranges from 12 to 24 months, depending on the
negotiations with the respective Contract Customers. The agreements may normally be
terminated by either party by giving one month advance notice to the other party in writing.

Exclusions: The agreements typically set out a list of general exclusions which are not
covered by the relevant benefits plans.

Costs and pricing considerations for annual retainer contracts

Under the annual retainer model, our Contract Customers would generally pay us a fixed amount

of annual fee per Plan Member. Such fee is generally payable upfront, with regular adjustments to the

fee based on any changes in the number of Plan Members enrolled. The annual fee is determined on a

case-by-case basis. Our pricing under the annual retainer model is generally determined based on our

estimation of the costs that will be incurred by us having regard to a number of factors including:

¢

(i1)

(iii)

(iv)

(v)

the scope of medical and/or dental services covered by the corporate medical and/or dental
benefits plans and the number of Plan Members to be covered;

the number of points of services within our MediNet Network to which the Plan Members are
entitled to have access;

the amount of co-payment, if any, agreed to be borne by the Plan Members;

the actual data retained by us in respect of the historical usage of medical and or dental
services by different types of Plan Members (e.g. by different occupations) through our
MediNet Network, in order for us to estimate the average utilisation of the relevant services
by Plan Members for different Contract Customers; and

the estimated amount of professional fees payable to Affiliated Clinics and Affiliated
Auxiliary Services Providers over the term of the agreements, having regard to the estimated
utilisation of services by Plan Members and the estimated increases in our costs due to
inflation and market conditions.
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After considering the above factors, the total cost of each contract under the annual retainer model
is estimated as follows:

Type of medical, dental and/or auxiliary services (Estimated cost per service — co-payment (if
required per Plan Member any)) x estimated average utilisation (e.g.
number of visits) per Plan Member during the

contract period (Note)

Medical services

— General practice services A

— Specialist services B
Dental services C
Auxiliary services D
Estimated total cost per Plan Member E=A+B+C+D
Number of Plan Member under the contract F
Estimated total cost G=ExF

Note: Estimated average utilisation per Plan Member for a certain contract period is estimated with reference to the
historical utilisation which is reviewed on an annual basis, or, in case of first-time customer, with reference to the
historical utilisation of the customers in similar industries. The estimated average utilisation will not exceed the
usage limits applicable to each type of medical, dental and/or auxiliary services covered.

After estimating our costs based on the above factors, we will then apply a certain mark-up
percentage to arrive at our pricing, where a sufficient margin is generally allowed in order to cater for
the risk of uncertain variable costs arising from the uncertainty in respect of the actual level of future
usage of medical services by Plan Members through our MediNet Network. The mark-up percentage
may be different for different Contract Customers, depending on factors such as the overall contract
size, the punctuality in respect of the historical payment record of the Contract Customer, and our
negotiations with the Contract Customer. During the Track Record Period, the pricing per Plan Member
generally ranged from approximately HK$216 to approximately HK$17,156 for annual retainer
contracts.

Breakdown of revenue derived from Self-paid Patients

The table below sets out a breakdown of our revenue derived from Self-paid Patients during the
Track Record Period by the following three categories:

(i) the fees incurred for the treatments received by patients who are not Plan Members (i.e.
walk-in patients);

(i1) the uncovered fees incurred for the treatments received by patients who are Plan Members
but who received treatments that do not fall within the scope of the relevant benefits plans;
and
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(iii) the co-payment amount for the treatments received by Plan Members who are require to bear

a certain amount of co-payments pursuant to the relevant benefits plans:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 HK$°000 HK$’000 HK$’000
(unaudited)

Fees from walk-in patients 13,865 21,316 13,511 16,191

Uncovered fees from Plan Members 7,809 10,037 7,207 6,825

Co-payments by Plan Members 71 73 52 58
Total revenue from Self-paid

Patients 21,745 31,426 20,770 23,074

The table below sets out the number of Self-paid Patients with revenue contribution to our Group

during the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
Number of Self-paid Patients who were:

— Walk-in patients 9,106 11,146 9,165 8,829

— Plan Members in category (ii)
described above 24,542 21,481 17,614 18,812

— Plan Members in category (iii)
described above 1,515 1,967 1,579 1,591
Total number of Self-paid Patients 35,163 34,594 28,358 29,232
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Accordingly, for each of FY2013/14, FY2014/15 and the nine-month periods ended 31 December
2014 and 2015, the average fee paid by each Self-paid Patient was, respectively:

— HKS$1,523, HK$1,912, HK$1,474 and HK$1,834 for Self-paid Patients who were walk-in
patients;

— HKS$318, HK$467, HK$409 and HK$363 for Self-paid Patients who were Plan Members in
category (ii) described above; and

—  HK$47, HK$37, HK$33 and HKS$36 for Self-paid Patients who were Plan Members in
category (iii) described above.

The following table sets out the number of visits by Self-paid Patients during the Track Record
Period (as each Self-paid Patient may have paid more than one visit):

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
Number of visits by Self-paid Patients
who were:
— Walk-in patients 16,799 18,331 14,133 14,359
— Plan Members in category (ii)
described above 37,494 31,926 25,084 26,510
— Plan Members in category (iii)
described above 2,999 3,271 2,460 2,765
Total number of visits by Self-paid
Patients 57,292 53,528 41,677 43,634

Accordingly, for each of FY2013/14, FY2014/15 and the nine-month periods ended 31 December
2014 and 2015, the average fee paid by Self-paid Patient per visit was, respectively:

— HK$825, HKS$1,163, HK$956 and HK$1,128 for Self-paid Patients who were walk-in
patients;

— HK$208, HK$314, HK$287 and HK$257 for Self-paid Patients who were Plan Members in
category (ii) described above; and

— HK$24, HK$22, HK$21 and HK$21 for Self-paid Patients who were Plan Members in
category (iii) described above.
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Patients who visit our MediNet Centres and Dental Clinics

Apart from providing services to walk-in patients who visited our MediNet Centres and Dental
Clinics, our MediNet Centres and Dental Clinics also provide services to Plan Members of our Contract
Customers (regardless of whether they are required to make co-payments or additional payments for
services not covered by their medical/dental benefits plans) who visited our MediNet Centres and Dental
Clinics as they form part of our MediNet Network.

The table below sets out the breakdown of the number of visits to our MediNet Centres and Dental
Clinics during the Track Record Period between (a) walk-in patients; and (b) Plan Members (regardless
of whether they are required to make co-payments or additional payments for services not covered by
their medical/dental benefits plans):

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
Number of visits to our MediNet
Centres and Dental Clinics
— Walk-in patients 16,799 18,331 14,133 14,359
— Plan Members 87,981 74,083 65,425 67,786
Total number of visits to our MediNet
Centres and Dental Clinics 104,780 92.414 79,558 82,145

For illustrative purposes only, the table below sets out the breakdown of the revenue of our
MediNet Centres and Dental Clinics during the Track Record Period between (a) walk-in patients; and
(b) Plan Members (regardless of whether they are required to make co-payments or additional payments
for services not covered by their medical/dental benefits plans):

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Revenue of our MediNet Centres and
Dental Clinics
— Walk-in patients 13,865 21,316 13,511 16,191
— Plan Members 12,337 14,737 11,057 10,609
Total revenue of our MediNet Centres
and Dental Clinics 26,202 36,053 24,568 26,800
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Accordingly, for each of FY2013/14, FY2014/15 and the nine-month periods ended 31 December
2014 and 2015, the average fee paid by patients who visited our MediNet Centres and Dental Clinics
was, respectively:

— HKS$825, HK$1,163, HK$956 and HK$1,128 for patients who were walk-in patients; and

— HKS$140, HK$199, HK$169 and HK$157 for patients who were Plan Members (regardless of
whether they are required to make co-payments or additional payments for services not
covered by their medical/dental benefits plans).

Based on the above information, walk-in patients represented approximately 16.0%, 19.8% and
17.5% while Plan Members represented approximately 84.0%, 80.2% and 82.5% of the number of visits
for FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015. For illustrative
purposes only, the respective revenue generated from walk-in patients amounted to 17.9%, 24.5%,
22.4% and 24.0% while Plan Members represented 15.9%, 17.0%, 18.3% and 15.8% of the total revenue
of our Group for FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015,
respectively. This illustrates the average fee paid by walk-in patients per visit to our MediNet Centres
and Dental Clinics were approximately 5.9 times, 5.8 times, 5.7 times and 7.2 times higher than that of
Plan Members for the FY2013/14, FY2014/15 and the nine-month periods ended 31 December 2014 and
2015, implying that walk-in patients were of higher significance relative to Plan Members who visited
our MediNet Centres and Dental Clinics in respect of revenue contribution to our Group.

Given that the nature of the major operating costs in relation to the operation of MediNet Centres
and Dental Clinics are generally steady in nature, which mainly include rental expenses and staff costs
to our MediNet Doctors, Dentists and other professional staff, the contribution margin for the operation
of MediNet Centres and Dental Clinics improves when the revenue generated increases. While we serve
and generate revenue from both walk-in patients and Plan Members (regardless of whether they are
required to make co-payments or additional payments for services not covered by their medical/dental
benefit plans) through the operation our own MediNet Centres and Dental Clinics, given the higher
average fee paid by walk-in patients as compared with Plan Members as analysed above, our Directors
consider that walk-in patients are of higher potential for improving the profitability of our Group’s
business operations.
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Top customers

Set out below is a breakdown of our revenue by major customers during the Track Record Period

and their respective background information:

For FY2013/14:

Rank Customer

1 Customer A
2 Customer B
3 Customer C
4 Customer D
5 Customer E

Principal business
activities

Insurance company

Insurance company

Insurance company

Insurance company

Insurance company

Type of services
provided
by us

Medical and dental
solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Years of
business
relationship
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Usual settlement period
and method

Within 45 days of
receipt of invoice by
customer; mainly by
cheque

Within 45 days of
receipt of invoice by
customer; mainly by
cheque

Within 60 days of
receipt of invoice by
customer; mainly by
bank autopay

Within 45 days of
receipt of invoice by
customer; mainly by
bank autopay

Within 30 days of
receipt of invoice by
customer; mainly by
bank autopay

Five largest customers
combined
All other customers

Total revenue

Revenue derived
from the customer

HK$’000 %
9,724 12.5
8,065 10.4
4,338 5.6
3,945 5.1
2,991 3.9

29,063 37.5
48,457 62.5
77,520 100.0
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For FY2014/15:

Rank Customer

1 Customer A
2 Customer B
3 Customer C
4 Customer D
5 Customer E

Principal business
activities

Insurance company

Insurance company

Insurance company

Insurance company

Insurance company

Type of services
provided
by us

Medical and dental
solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Medical solutions
(fee-for-service)

Years of
business
relationship

16
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Usual settlement period
and method

Within 45 days of
receipt of invoice by
customer; mainly by
cheque

Within 45 days of
receipt of invoice by
customer; mainly by
cheque

Within 60 days of
receipt of invoice by
customer; mainly by
bank autopay

Within 45 days of
receipt of invoice by
customer; mainly by
bank autopay

Within 30 days of
receipt of invoice by
customer; mainly by
cheque

Five largest customers
combined
All other customers

Total revenue

Revenue derived
from the customer

HK$’000 %
9,456 10.9
8,925 10.3
4,325 5.0
4,021 4.6
2,994 3.4

29,721 34.2
57,212 65.8
86,933 100.0
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For the nine-month period ended 31 December 2015:

Type of services Years of
Principal business provided business Usual settlement period Revenue derived
Rank Customer activities by us relationship and method from the customer
HK$’000 %
1 Customer B Insurance company Medical solutions 13 Within 45 days of 7,053 10.5
(fee-for-service) receipt of invoice by
customer; mainly by
cheque
2 Customer A Insurance company Medical and dental 4 Within 45 days of 6,276 9.3
solutions receipt of invoice by
(fee-for-service) customer; mainly by
cheque
3 Customer F Licensed bank Medical and dental 20 Monthly payment mainly 3,204 4.8
solutions by bank autopay
(annual retainer)
4 Customer C Insurance company Medical solutions 16 Within 60 days of 3,081 4.6
(fee-for-service) receipt of invoice by
customer; mainly by
bank autopay
5 Customer D Insurance company Medical solutions 10 Within 45 days of 3,073 4.5
(fee-for-service) receipt of invoice by
customer; mainly by
bank autopay
Five largest customers 22,687 33.7
combined
All other customers 44,646 66.3
Total revenue 67,333 100.0

None of our Directors, their close associates, or any Shareholders who owned more than 5% of the

number of issued shares of our Company as at the Latest Practicable Date had any interest in any of the

five largest customers of our Group during the Track Record Period. During the Track Record Period,

none of our Group’s major customers were also our Group’s major suppliers or vice versa.

Collection of our accounts receivables

Contract Customers are typically granted a credit period of approximately 60 days to 90 days by us

while Self-paid Patients are normally required to settle the entire amount of fees incurred as services are
rendered at our MediNet Centres and Dental Clinics with cash or credit card (and, in certain cases,
EPS), with an option of credit card payment by installments available for certain types of relatively
expensive secondary dental treatments such as orthodontics.

There is no assurance that our Contract Customers will settle our invoices in a timely manner and
in accordance with the contract terms agreed with us. Please refer to the section headed “Risk factors —
Risk relating to our business — We are subject to credit risk in respect of our accounts and other
receivables” for further details. Nevertheless, we have implemented a policy to monitor and evaluate
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overdue payments on a case-by-case basis and consider the appropriate follow-up actions (including but
not limited to issuing payment reminders, actively communicating with customers, and, if necessary,
taking legal actions) having regard to the customer’s normal payment processing procedures, our
relationship with the customer, its history of making payments to us, its financial position as well as the
general economic environment.

Please also refer to the section headed ““Financial information — Net current assets — Accounts
and other receivables” for a further discussion and analysis on our accounts receivables and our
collection periods during the Track Record Period.

SUPPLIERS
Characteristics of our suppliers

During the Track Record Period, suppliers of goods and services which were specific to our
business and were required on a regular basis to enable us to continue to carry on our business included
(1) Affiliated Doctors and Affiliated Auxiliary Services Providers; (ii) external dentists (who are not our
own Dentists or Dental Hygienists but who are engaged by us to provide certain secondary dental care
treatments at our Dental Clinics); (iii) other suppliers such as suppliers of drugs and medicine and other
consumables and laboratories engaged by us for blood, urine, stool and other testing procedures and X-
ray imaging for our Self-paid Patients; and (iv) MediNet Doctors who provide medical services at our
MediNet Centres, whom we have ceased to directly employ pursuant to the MediNet Doctors
Agreements effective from 1 November 2015. For details, please refer to the paragraph headed
“Compliance and legal proceedings — MediNet Doctors Agreements” below in this section. During the
Track Record Period, our suppliers were located in Hong Kong and our purchases were denominated in
HKS.

The following table sets out a breakdown of our purchases during the Track Record Period by type
of suppliers:

Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 %  HK$'000 % HK$°000 % HK$’000 %
(unaudited)

Affiliated Doctors and Affiliated
Auxiliary Services Providers 33,305 83.7 32,936 79.8 23,566  78.8 26,391 76.4
External dentists 1,496 3.8 1,807 44 1,138 3.8 1,699 4.9
Other suppliers 5,007 125 6,537 15.8 5206 174 5,837 16.9
MediNet Doctors — — — — — — 608 1.8
Total purchases 39,808 100.0 41,280 100.0 29,910 100.0 34,535 100.0
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Affiliated Doctors and Affiliated Auxiliary Services Providers
(a) Material terms of agreements

Our Affiliated Doctors and Affiliated Auxiliary Services Providers agreed with our Group to
provide a range of medical services to our Plan Members in accordance with the terms of their
respective agreements with our Group. Our agreements with Affiliated Doctors and Affiliated Auxiliary
Services Providers generally include the following key terms:

(i)  Scope of services: A specified scope of medical services are agreed to be provided by our
Affiliated Doctors and Affiliated Auxiliary Services Providers to Plan Members.

(i1) Agreed fee: A fee scale is agreed for different types of medical services based on which the
Affiliated Doctors and Affiliated Auxiliary Services Providers shall charge us after the
provision of services to Plan Members. Such fee scale is generally agreed after arm’s length
negotiations having regard to factors such as the prevailing market rates, the locations of the
relevant Affiliated Clinics or Affiliated Auxiliary Services Providers, etc.

(iii) Changes of the clinic: In general, our Affiliated Doctors and Affiliated Auxiliary Services
Providers shall provide us with a 2 weeks’ written notice if there are any changes regarding
the consultation hours, attending doctors, special clinic hours during public holiday, etc.

(iv) Termination: In general, our agreements with Affiliated Doctors and Affiliated Auxiliary
Services Providers shall continue to be valid unless the agreements are terminated. A typical
agreement may be terminated by either party by giving the other a prior written notice of
either one or three months.

Our agreements with the Affiliated Doctors and Affiliated Auxiliary Services Providers generally
do not contain any exclusivity clauses restricting them from providing services to their other walk-in
patients or patients from other medical networks.

In accordance with the terms of the relevant agreements, the Affiliated Doctors and Affiliated
Auxiliary Services Providers generally receive from our Group an agreed rate for the type of services
provided to the Plan Members. The total amount of fees payable to the Affiliated Doctors and Affiliated
Auxiliary Services Providers depends on the volume of Plan Members treated each month. During the
Track Record Period, the amount of fees paid to each Affiliated Doctor and Affiliated Auxiliary Services
Provider ranged from approximately HK$130 to approximately HK$83,775 per month. The payment
terms granted by our Affiliated Doctors and Auxiliary Services Providers are generally 90 days. The
fees paid to our Affiliated Doctors and Auxiliary Services Providers are recognised as “Medical and
dental professional services expenses” in the combined statements of profit or loss and other
comprehensive income of our Group.

The Affiliated Doctors and certain Affiliated Auxiliary Services Providers are also required by our
Group (i) to be properly registered and maintain their professional qualifications; and (ii) to maintain
their own professional indemnity insurance against legal costs and compensation payments involved in
clinical negligence claim (where such insurances coverage are usually subject to certain limitations
including criminal proceedings and fraud allegations that are excluded from the scope of such
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indemnity). In addition, all Registered Medical Practitioners in Hong Kong have to comply with the
Code of Professional Conduct issued by the Medical Council. Please refer to the section headed
“Regulatory overview — Code of Professional Conduct” for further details.

(b) Number and turnover/retention rates

The tables below set out (i) the total number of Affiliated Doctors and professionals working at
Affiliated Auxiliary Services Providers within our MediNet Network as at the dates indicated; (ii) the
number of Affiliated Doctors and professionals working at Affiliated Auxiliary Services Providers who
joined the MediNet Network (the “New Joiners”) and the number of Affiliated Doctors and
professionals working at Affiliated Auxiliary Services Providers who left the MediNet Network (the
“Leavers”) during the period indicated; (iii) the retention rates of the Affiliated Doctors and
professionals working at Affiliated Auxiliary Services Providers during the periods indicated; and (iv)
the turnover rates of the Affiliated Doctors and professionals working at Affiliated Auxiliary Services
Providers during the periods indicated:

(i)  Number of Affiliated Doctors and professionals working at Affiliated Auxiliary Services

Providers
As at
1 April 31 March 31 March 31 December
2013 2014 2015 2015
Affiliated Doctors
— General practitioners 329 316 307 208
— Specialists 87 88 92 89
Professionals working at
Affiliated Auxiliary
Services Providers 43 52 54 59
Total 459 456 453 446

All Affiliated Doctors (including general practitioners and specialists) are properly registered
as Registered Medical Practitioners. In addition, all professionals working at Affiliated Auxiliary
Services Providers practising traditional Chinese medicine and physiotherapy are properly
registered with relevant authorities. As at the Latest Practicable Date, the practicing experience of
Affiliated Doctors ranged from 1 years to 61 years and the experience of professionals working at
Affiliated Auxiliary Services Providers for the provision of relevant auxiliary medical services
ranged from 2 years to 50 years.
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(ii) Number of New Joiners and Leavers

Nine-month
period ended
31 December

FY2013/14 FY2014/15 2015

Affiliated Doctors — general practitioners

New Joiners 4 22 3

Leavers 17 31 12
Affiliated Doctors — specialists

New Joiners 3 4

Leavers 2 0 5
Professionals working at

Affiliated Auxiliary Services Providers

New Joiners 9 6 5

Leavers 0 4
Overall

New Joiners 16 32 10

Leavers 19 35 17

During the Track Record Period, the Leavers initiated the respective terminations in
accordance with the terms of the respective agreements, where the majority of the Leavers did not
disclose their reasons to us while the remaining Leavers’ reasons included (i) close of business; (ii)
over-capacity; and (iii) commercial and/or financial reasons.

(iii) Retention rates

Nine-month
period ended
31 December

FY2013/14 FY2014/15 2015
Affiliated Doctors
— General practitioners 94.8% 90.2% 96.1%
— Specialists 97.7% 100.0% 94.6%
Professionals working at
Affiliated Auxiliary Services Providers 100.0% 92.3% 100.0%
Overall 95.9% 92.3% 96.2%

Retention rate is calculated based on the total number of Affiliated Doctors and professionals
working at Affiliated Auxiliary Services Providers at the end of the year/period minus the total
number of New Joiners during the year/period, and then divided by the total number of Affiliated
Doctors and professionals working at Affiliated Auxiliary Services Providers at the beginning of
the year/period, then multiplied by 100.
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(iv) Turnover rates

Nine-month
period ended
31 December

FY2013/14 FY2014/15 2015
Affiliated Doctors
— General practitioners 5.2% 9.8% 3.9%
— Specialists 2.3% 0.0% 5.4%
Professionals working at
Affiliated Auxiliary Services Providers 0.0% 7.7% 0.0%
Overall 4.1% 7.7% 3.8%

Turnover rate is calculated by subtracting the relevant retention rate from 100%.
(c) Services provided

The types of services provided by Affiliated Doctors to Plan Members include (i) general
practitioner consultation services; and (ii) specialist services covering 17 specialities, namely,
cardiology, dermatology, ear, nose and throat surgery, endocrinology diabetes and metabolism,
gastroenterology and hepatology, general surgery, haematology and haematological oncology, internal
medicine, nephrology, neurology, obstetrics and gynaecology, neurosurgery, ophthalmology,
orthopaedic, paediatric, respiratory medicine, and urology.

The types of services provided by Affiliated Auxiliary Services Providers to Plan Members include
(i) physiotherapy; (ii) traditional Chinese medicine; (iii) heath assessment services; and (iv) diagnostic
X-ray and laboratory tests.

(d) Quality control measures

Our Group has implemented the following internal control measures to evaluate and select
Affiliated Doctors and Affiliated Auxiliary Services Providers and to monitor the service quality of
Affiliated Doctors and Affiliated Auxiliary Services Providers on an ongoing basis:

(i)  Selection of Affiliated Clinics and Affiliated Auxiliary Services Providers

Since the quality of services provided through our MediNet Network is crucial to our Group’s
success, we carefully evaluate doctors and auxiliary services providers when deciding whether to
allow them to join our MediNet Network based on a range of factors such as, where applicable, the
location of their clinics or premises, their practicing experiences (for example, we generally require
a valid medical registration with the Medical Council of Hong Kong with a minimum of 3 years of
postgraduate experience for doctors), the capacity of the clinics or premises, the reputation of the
doctors or auxiliary services providers, whether they have purchased professional indemnity
insurance, the validity of their professional registrations and their track records (for example,
whether there are any medical council sanctions, criminal convictions or professional misconduct).
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(ii) Ongoing monitoring measures

For existing Affiliated Doctors and Affiliated Auxiliary Services Providers in our MediNet
Network, we monitor on an ongoing basis whether any complaints on their services are made by
Plan Members and we also conduct regular checks on the validity of their professional registrations
where applicable.

In order to enhance our service quality and customers’ loyalty, we have also set up a
customer service hotline and a compliant handling mechanism whereby any enquiries and
complaints from our customers or Plan Members are handled by our customer services team.
Complaints will be reported to our management for follow-up in order to ascertain customers’
experience and expectations. This system enables us to improve our services to meet customers’
needs.

During the Track Record Period and up to the Latest Practicable Date, none of the Affiliated
Doctors and Affiliated Auxiliary Services Providers were involved in any material medical incidents,
disciplinary actions and/or investigations by the Medical Council which led to a suspension of their
ability to practise medicine. Although Affiliated Doctors and Affiliated Auxiliary Services Providers
have not provided indemnities in favour of our Group pursuant to our respective agreements, according
to our Group’s policy, our Group requires that Affiliated Doctors and certain Affiliated Auxiliary
Services Providers shall maintain their own professional indemnity insurance before we would consider
selecting them to join our MediNet Network.

External dentists

During the Track Record Period, two external dentists were engaged by us to provide certain
secondary dental care treatments at our Dental Clinics. One of them mainly provided orthodontics
services at our Dental Clinics and the other one mainly provided oral surgery and dental implants
services at our Dental Clinics. Such external dentists were Registered Dental Practitioners. We have
engaged each of these two external dentists since 2008 and 2007 respectively. We selected and engaged
them based on (i) the validity of their registrations as Registered Dental Practitioners; (ii) their
practicing experiences and expertise in the specific areas of the relevant dental services; (iii) the validity
of the professional indemnity insurance purchased by them; and (iv) their clean professional records (i.e.
without any records of professional misconduct or other sanctions or convictions in relation to their
practices).

These two external dentists are not our employees and are not entitled to any basic salary. Instead,
our Group shall pay a certain pre-agreed percentage of the fees received from patients for the dental
services provided by them. They typically work for two half-day sessions or 2 days per week at our
Dental Clinics, where the specific time and location are agreed between us and these external dentists
from time to time depending on patients’ appointments.

Our agreements with external dentists generally contains terms and conditions including the type
of dental services to be provided by the external dentist, the sharing of fees from Self-paid Patients, the
requirement for the external dentist to maintain his/her own professional indemnity insurance, etc. The
payment terms granted by the external dentists are generally 30 days.
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Other suppliers

Our Group selects our other suppliers based on factors including but not limited to their reputation,
recommendations by our MediNet Doctors and Dentists, quality of the goods and services supplied by
them, their past delivery records and pricing. In addition, our Group purchases drugs and medicine only
from registered pharmaceutical wholesalers in Hong Kong, who are subject to licensing control and
regulations under the Pharmacy and Poisons Ordinance (Chapter 138 of the Laws of Hong Kong).

According to our Group’s policy, our MediNet Doctors and Dentists are responsible for the quality
control in respect of drugs and medicine and other consumables purchased from suppliers, which include
physical inspection of any observable defects, checking of expiry dates, monitoring the temperature of
drugs storage, and dispensing drug items and medical consumables on a first-in-first-out basis. Where
there are observable defects upon delivery of our purchases, we will notify the relevant suppliers to
obtain replacements. In addition, our Group will return drugs and medicine to the relevant suppliers (i.e.
registered pharmaceutical wholesalers) if the drugs and medicine are subject to recall actions directed by
the Drug Office of Department of Health of the Government or by the relevant suppliers themselves. We
also conduct regular checks on the list of drugs and medicine that are subject to recall actions from the
website of the Drug Office of Department of Health of the Government. During the Track Record
Period, there were no material returns of the drugs and medicine by our Group to our suppliers.

The payment terms granted by our other suppliers generally range from 60 to 90 days.
Top suppliers

For each of FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, the
percentage of our total purchases from our largest supplier amounted to approximately 5.8%, 5.8% and
6.1% of our total purchases respectively, while the percentage of our total purchases from our five
largest suppliers combined amounted to approximately 16.3%, 16.8% and 18.3% of our total purchases
respectively.

For each of FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, our top
5 suppliers were either our Affiliated Doctors or our Affiliated Auxiliary Services Providers.

The five largest suppliers of our Group are independent third parties, and to the best of our
Directors’ knowledge and belief, none of our Directors, their close associates, or any Shareholders who
owned more than 5% of the number of issued shares of our Company as at the Latest Practicable Date
had any interest in any of the five largest suppliers of our Group during the Track Record Period.

We have not entered into any long-term agreement or committed to any minimum purchase amount
with our suppliers. Our Directors confirmed that we did not have any significant disputes with any of
our top five suppliers during the Track Record Period.
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Basis of selection of our suppliers

Since the quality of services provided through our MediNet Network is crucial to our Group’s
success, we carefully evaluate doctors, dentists, dental hygienists and auxiliary services providers when
deciding whether to allow them to join our MediNet Network or to engage them to provide medical or
dental services at our MediNet Centres or Dental Clinics. For details, please refer to the paragraph
headed “Quality control” below in this section.

The purchases of drug and medicine and other consumables from suppliers are monitored by our
MediNet Doctors and Dentists and approved by the management of our Group. We purchase drugs and
medicine from registered pharmaceutical wholesalers in Hong Kong, who are subject to licensing control
under the Pharmacy and Poisons Ordinance.

BUSINESS DEVELOPMENT

During the Track Record Period, our new businesses from Contract Customers were generally
obtained through direct approach by the Contract Customers to us, which is considered by our Directors
to be attributable to our well-established presence and reputation in the corporate medical and dental
solutions industry in Hong Kong.

In addition, we maintain relationship with our existing Contract Customers and attract them to
renew contracts with us by ensuring and continuously enhancing the quality of our services, maintaining
our reputation in the industry, and liaising with existing and potential customers from time to time for
relationship building and management. We also perform other business development activities such as
our corporate websites operation which contain health related information, and the distribution of
MediNet Network directory pamphlets to our Contract Customers which contain updated information
regarding our MediNet Network. During the Track Record Period, we also engaged or cooperated with
certain external websites operators for the display of information relating to our health assessment
services offered through our MediNet Centres on their websites. In addition, we also provide brochures
and pamphlets in our MediNet Centres and Dental Clinics which contain health related information.

The following table sets forth a breakdown of our revenue derived from repeat Contract Customers
(i.e. Contract Customers who had previously entered into contract with us before the Track Record
Period) and new Contract Customers for the provision of medical and dental solutions:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 % HK$'000 % HK$'000 % HK$’000 %
(unaudited)
Repeat Contract
Customers 55,469  99.5 53,653  96.7 39,558  99.7 38,823 87.7
New Contract Customers 306 0.5 1,854 3.3 109 0.3 5,436 123
Total 55,775 100.0 55,507 100.0 39,667 100.0 44,259 100.0
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QUALITY CONTROL

Our Directors consider that one of the factors contributing to our Group’s success is our ability to
deliver quality services to our customers. Our Directors believe that maintaining a high level of service
quality is vital to enhancing the competitiveness of our Group and therefore we have implemented
internal policies and procedures to ensure the delivery of quality services.

We carefully evaluate doctors, dentists, dental hygienists and auxiliary services providers when
deciding whether to allow them to join our MediNet Network or to engage them to provide medical or
dental services at our MediNet Centres or Dental Clinics based on a range of factors such as, where
applicable, the location of their clinics or premises, practicing experience (which, for example, we
generally require a valid medical registration with the Medical Council of Hong Kong with minimum 3-
year postgraduate experience for doctors), the capacity of the clinic, the reputation of the doctors or
services providers, whether they have purchased professional indemnity insurance, the validity of their
professional license and their track record (e.g. whether there are any medical council sanctions,
criminal convictions and professional misconduct).

For existing Affiliated Doctors and Affiliated Auxiliary Services Providers, we monitor on an
ongoing basis whether any complaints on their services are made by Plan Members or Self-paid Patients
and we also conduct regular checks on the validity of their professional registrations or licences where
applicable.

All practising Registered Medical Practitioners and practising Registered Dental Practitioners in
Hong Kong are required to be registered with the Medical Council of Hong Kong and the Dental
Council of Hong Kong respectively. Dental Hygienists are required to be admitted to practise pursuant
to the Ancillary Dental Workers (Dental Hygienists) Regulations (Chapter 156B of the Laws of Hong
Kong). Traditional Chinese medicine practitioners are also required to be registered with the Chinese
Medical Council of Hong Kong. In addition, all Doctors, Dentists, Dental Hygienists and traditional
Chinese medicine practitioners have to comply with the relevant code of professional conducts
applicable to them.

In order to enhance our service quality and customers’ loyalty, we have also set up a customer
service hotline and a compliant handling mechanism whereby any enquiries and complaints from our
customers are handled by our customer services team. Complaints will be reported to our management
for follow-up in order to ascertain customers’ experience and expectations. This system enables us to
improve our services to meet customers’ needs.

During the Track Record Period and up to the Latest Practicable Date, we did not receive any
complaints or requests for any kind of compensation from our customers due to quality issue in relation
to services provided by our Group or through our MediNet Network.

OCCUPATIONAL HEALTH AND SAFETY

We believe that the health and safety of our staff are crucial to our Group. Internal policies have
been implemented including procedures and guidelines in relation to handling equipment and medical
waste. We also maintain a record of all workplace accidents.
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Our Directors confirm that during the Track Record Period and up to the Latest Practicable Date,
none of our staff has been affected by any material accident in the course their employment and we have
not been subject to any disciplinary actions with respect to occupational safety.

ENVIRONMENTAL COMPLIANCE

Our Group’s operations are subject to certain environmental requirements pursuant to the laws of
Hong Kong, including primarily those in relation to clinical waste disposal. For details, please refer to
the section headed “Regulatory overview — Legislation and regulation — Waste Disposal Ordinance”
in this prospectus. For each of FY2013/14, FY2014/15 and the nine-month period ended 31 December
2015, our Group’s total costs of compliance with applicable environmental laws and regulations were
approximately HK$13,000, HK$13,000 and HK$8,000 respectively. The annual costs of compliance
going forward are expected to be at a level similar to that during the Track Record Period and consistent
with our scale of operations.

During the Track Record Period and up to the Latest Practicable Date, we did not record any non-
compliance with applicable environmental requirements that resulted in prosecution or penalty being
brought against us.

INSURANCE

According to our Group’s policy, MediNet Doctors, Dentists, external dentists engaged by us,
Affiliated Doctors and certain Affiliated Auxiliary Services Providers are required to maintain their own
professional indemnity insurance against legal costs and compensation payments involved in clinical
negligence claim (where such insurances coverage are usually subject to certain limitations including
criminal proceedings and fraud allegations that are excluded from the scope of such indemnity).

In addition, our Group maintains (i) a general office package insurance policy with coverage
against, among other matters, accidental loss of or damage to the contents and equipment at our
premises including our head office, MediNet Centres and Dental Clinics, business interruption, general
public liability, and employees’ compensations (as required under the Employees’ Compensation
Ordinance (Chapter 282 of the Laws of Hong Kong)); (ii) motor vehicles insurance policies for our
owned motor vehicles; and (iii) a fire insurance policy for our owned residential property (which had
been disposed of as at the Latest Practicable Date, details of which are set out in the paragraph headed
“Properties — Owned property during the Track Record Period” below in this section).

Our Directors consider that our insurance coverage is adequate and consistent with the industry
norm having regard to our current operations and the prevailing industry practice.

EMPLOYEES
Number of employees by function

As at the Latest Practicable Date, we had 68 employees (including our two executive Directors but
excluding our three independent non-executive Directors). All of our employees are stationed in Hong
Kong.
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Set out below is a breakdown of the number of our employees by functions as at 31 March 2014

and 2015 and the Latest Practicable Date:

Directors and senior management
Dental Clinics operation:

— Dentists

— Dental Hygienists

— Dental nurses

— Other supporting staff
MediNet Centres operation:

— MediNet Doctors (Note 1)

— Nurses

— Other supporting staff
Other supporting staff (Note 2)

Total (Note 3)

As at

the Latest

As at 31 March Practicable
2014 2015 Date
6 6 6

10 10 10

4 4 3

13 12 14
12 12 12

3 3 —

4 6 7

3 3 3

11 10 15
64 64 68

Note 1: Effective from 1 November 2015, we have ceased to directly employ our MediNet Doctors and have instead
entered into a MediNet Doctors Agreement with each of our three MediNet Doctors. For details, please refer to
the paragraph headed *“Compliance and legal proceedings — MediNet Doctors Agreements” below in this

section.

Note 2: Other supporting staff include human resources, administration, accounting, information technology, and other

back-office supporting staff.

Note 3: The number of employees in each category does not add up to the total number because 2 of our employees, who

were our senior management and our Dentists, were included in both categories

management” and “‘Dentists”.

Professional staff

“Director and senior

The tables below set out the retention rates of our MediNet Doctors, Dentists, Dental Hygienists

MediNet Doctors
Dentists

Dental Hygienists
Other professional staff

Overall

and other professional staff (i.e. nurses) during the Track Record Period:

Nine-month
period ended
31 December

FY2013/14 FY2014/15 2015
66.7% 100.0% 100.0%
100.0% 90.0% 80.0%
50.0% 100.0% 25.0%
64.7% 70.6% 61.1%
73.5% 82.4% 65.7%

~ 143 -



BUSINESS

In the above table, the retention rate is calculated based on the total number of relevant staff at the
end of the year/period minus the total number of newly employed staff in that category during the year/
period, and then divided by the total number of staff in that category at the beginning of the year/period,
then multiplied by 100.

During the Track Record Period and up to the Latest Practicable Date, none of our MediNet
Doctors, Dentists and Dental Hygienists and other professional staff were involved in any material
medical incidents, disciplinary actions and/or investigations by the Medical Council or Dental Council
which led to a suspension of their ability to practise medicine or dentistry. Although our MediNet
Doctors and Dentists have not provided indemnity in favour of our Group pursuant to their respective
employment contracts, our Group requires, according to our Group’s policy, that MediNet Doctors and
Dentists shall maintain their own professional indemnity insurance so long as they are employed by us.

Relationship with staff

Our Directors consider that we have maintained good relationship with our employees. We have
not experienced any significant problems with our employees or any disruption to our operations due to
labour disputes nor have we experienced any material difficulties in the recruitment and retention of
experienced core staff or skilled personnel during the Track Record Period.

At the Latest Practicable Date, approximately one-third of our employees have been working in
our Group for over 10 years. In addition, as at the Latest Practicable Date, each of our senior
management members (including Ms. Li Christine, Ms. Ngan Pui Shan, Jane, Mr. Wong Siu Kay, and
Ms. Chung Mei Shu, Pinky, whose background and experience are set out in the section “Directors and
senior management” in this prospectus) has joined our Group for at least 18 years.

Training and recruitment polices

We generally recruit our employees from the open market. We mainly place recruitment
advertisements for recruitment purpose. We intend to use our best effort to attract and retain appropriate
and suitable personnel to serve our Group. Our Group assesses the available human resources on a
continuous basis and will determine whether additional personnel are required to cope with the business
development of our Group.

We encourage our MediNet Doctors, Dentists, Dental Hygienists and other professional medical
and dental staff to participate in continuous training and observe any relevant rules, guidelines and
advice that may from time to time be issued by the Medical Council of Hong Kong and the Dental
Council of Hong Kong respectively. In addition, our MediNet Doctors and Dentists are given orientation
packages when they initially join our Group in order to ensure they familiarise themselves with our
Group’s corporate vision, policies and procedures.

Remuneration policy

The remuneration package that our Group offers to employees includes salary, bonuses and other
cash subsidies. In general, our Group determines employees’ salaries based on each employee’s
qualifications, position, experience, performance, and seniority. In addition to salaries, our Dentists are
also entitled to commission incomes which are determined based on certain agreed percentages of the
fees or certain fixed amounts for certain types of dental services provided. After Listing, the
performance of our employees will be assessed by an annual review system, which will form the basis
of our decisions with respect to salary rises, bonuses and promotions.
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PROPERTIES

Leased properties

At present, we do not own any property and we have leased the following properties for our

operations:

Location

7IF, KP Tower,
93 King’s Road,
North Point,
Hong Kong

Unit 2205, 22/F,
Tower 1,
Millennium City,
Kwun Tong

Unit 1513, 15/F,
Hong Kong
Pacific Centre,
28 Hankow Road,
Tsim Sha Tsui

Gross
floor
area Lessor

(sq.ft.)

1,943 Independent
third

party

1,074  Independent
third

party

1,172 Independent
third

party

Usage

Head office

Dental Clinic

Dental Clinic

Monthly rental
under the current
tenancy agreement

(exclusive of
Government rates,
management fees,
air-conditioning
charges and other
outgoings)

HK$48,575

Details of any
options granted
to our Group to

landlord and the tenant shall
have an option to terminate the
tenancy agreement at any time
after the expiration of twelve
months from 27 November
2015 (being the commencement
date of the term of such
agreement) by giving to the
other party two calendar
months” prior notice in writing
of its intention to do so (such
written notice should only be
served after the expiration of
the first twelve months of the
term of the agreement).

HK$31,683  April 2019. The landlord shall be Nil

HK$48,200

entitled to terminate the
tenancy agreement at any time
by giving not less than six
months’ notice in writing to
the tenant of its intention to do
so if the landlord resolves to
sell or redevelop or demolish
or rebuild or refurbish or
renovate the premises, the
building or any part(s) thereof.

July 2017. The landlord shall be  Nil

entitled to terminate the
tenancy agreement by giving
not less than six calendar
months” notice in writing to
the tenant if at any time during
the term of such agreement the
landlord shall decide to
redevelop, renovate, refurbish
or redesign the building or any
part thereof or shall sell,
assign or enter into any
agreement for the sale or
assignment of the whole or any
part of the building which
includes the premises.

— 145 -

extend the
Expiry of the current tenancy  tenancy Status of negotiation for
agreement and details of any agreement upon renewal of the tenancy
early termination clause expiry agreement
November 2017. Each of the Nil Not yet commenced

We have commenced
negotiation with the
landlord’s agent since
December 2015. As of
the Latest Practicable
Date, a tenancy
agreement was entered
into between the Group
and the landlord in
January 2016 for a term
of 3 years with an
increase in the monthly
rental by approximately
14%.

Not yet commenced
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Monthly rental
under the current
tenancy agreement

(exclusive of
Government rates,

Details of any
options granted
to our Group to

management fees, extend the
Gross air-conditioning  Expiry of the current tenancy tenancy Status of negotiation for
floor charges and other agreement and details of any agreement upon renewal of the tenancy
Location area Lessor Usage outgoings) early termination clause expiry agreement
(sq..)
Room 1819, I8/F, 558 Independent Dental Clinic HK$21,000 for the October 2017. The landlord shall ~ Nil Not yet commenced
Hollywood Plaza, third period up to 31 be entitled to terminate the
610 Nathan Road, party October 2016 and tenancy agreement by serving
Mong Kok HK$23,000 for the on the tenant six months’
period from 1 notice in writing if at any time
November 2016 to during the term of such
31 October 2017 agreement the landlord shall
enter into a contract for the
sale of the building or any part
thereof or resolve to redevelop,
demolish, refurbish or
otherwise renovate the building
or any part thereof which shall
include the premises.
Unit 1206, 12/F, 1,066  Independent Dental Clinic HK$36,000 December 2016. No early Nil Not yet commenced
Island Centre, third termination clauses save for (i)
1 Great George party the breach and/or non-

Street, Causeway
Bay

performance by the tenant of
certain provisions under the
tenancy agreement as a result
of which the landlord is
entitled to terminate such
agreement by serving written
notice on the tenant; and (ii)
in the event of the premises or
any part thereof at any time
during the term being rendered
or becoming inaccessible or
unfit for occupation or use (not
attributable to the act or
default of the tenant) and the
premises not being reinstated
and rendered accessible or fit
for occupation and use, the
tenant may at any time after 3
months from the occurrence of
such event give to the landlord
notice in writing to terminate
the tenancy.
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Location

13/F,

10 Pottinger
Street, Central,
Hong Kong

Suites 1211-12,

Ocean Centre,
Harbour City,
Tsim Sha Tsui

Gross
floor
area

(sq.ft.)

1,963

2,629

Lessor

Independent
third

party

Independent
third

party

Monthly rental
under the current
tenancy agreement

(exclusive of
Government rates,
management fees,
air-conditioning
charges and other

Usage outgoings)

Dental Clinic
and
MediNet
Centre

HK$62,816

MediNet
Centre

Expiry of the current tenancy
agreement and details of any
early termination clause

July 2016. No early termination
clauses save for the breach
and/or non-performance by the
tenant of certain provisions
under the tenancy agreement as
a result of which the landlord
is entitled to terminate such
agreement by serving written
notice on the tenant.

HK$126,192  December 2018. The landlord shall Nil

be entitled to terminate the
tenancy agreement by giving
six clear calendar months’
notice in writing to the tenant
if at any time during the
tenancy the landlord shall enter
into a contract for the sale of
the building or of any part
thereof which shall include the
premises or if the landlord
shall resolve to redevelop the
building or any part thereof
whether wholly by demolition
and rebuilding or otherwise, or
partially by renovation,
refurbishment or otherwise.
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Details of any
options granted
to our Group to

extend the

tenancy Status of negotiation for
agreement upon renewal of the tenancy
expiry agreement

Nil We have commenced

negotiation with the
landlord since December
2015. As of the Latest
Practicable Date, a
tenancy agreement has
been entered into
between the Group and
the landlord in January
2016, where the new
monthly rental represents
an increase of
approximately 19% and
the term of tenancy is 6
months. Our Directors
consider that a short-
term tenancy is
appropriate having
regard to our plan to
relocate our Dental
Clinic and MediNet
Centre in Central as
discussed in the section
headed “Future plans
and use of proceeds” in
this prospectus.

Not yet commenced
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Owned property during the Track Record Period

During the Track Record Period, Well Being Dental owned a residential property located at House
57, Cedar Drive, Redhill Peninsula, Tai Tam, Hong Kong. Such residential property was purchased by
Well Being Dental in June 2009 for use as the residence of Mr. Chan and Ms. Jiang. It was pledged as
security for mortgage loan with an outstanding principal amount of approximately HK$20.2 million,
HK$19.1 million and nil as at 31 March 2014, 31 March 2015 and 31 December 2015 respectively. For
further information regarding our borrowings, please refer to the section headed ““Financial information

— Indebtedness™ in this prospectus.

On 12 August 2015, Well Being Dental entered into a sale and purchase agreement with a property
holding company owned by Mr. Chan and MediNet Holdings (which in turn is a company 100%
beneficially owned by Mr. Chan) for the disposal of such residential property by Well Being Dental to
the aforesaid property holding company for a consideration of HK$83.5 million. The consideration was
determined with reference to the market value of the residential property as assessed by an independent
valuer. Completion of the disposal of the residential property took place on 15 October 2015.

Property valuation

As disclosed in the above, Well Being Dental had disposed of a residential property on 15 October
2015 and as at the date of disposal, the market value of such residential property was HK$83.5 million
as assessed by Assets Appraisal Limited, an independent property valuer. For further details, please refer
to the property valuation set out in Appendix IV to this prospectus.

INTELLECTUAL PROPERTY
Trademarks

As at the Latest Practicable Date, we applied for the registration of the following trade marks in
Hong Kong, the registrations of which are still in process:

Place of Application

Trademark Applicant Classes application no. Application date
M{ﬁg’NEt Our Company 10,44  Hong Kong 303609856 26 November 2015
M}?dfﬁ et MediNet Health Centre 10, 44 Hong Kong 303609874 26 November 2015
TS T e

MEQ’ Net MediNet Services 10,44  Hong Kong 303609865 26 November 2015
BEESNEON

mhs Men’s Health Solutions 10, 44 Hong Kong 303609847 26 November 2015

Well Being Dental 10, 44 Hong Kong 303776202 16 May 2016
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Domain names

As at the Latest Practicable Date, our Group is the owner of the following domain names which
are material to the business of our Group for use in our email system and/or website operations:

Registered owner Domain name Registration date Expiry date

Our Company medinetgroup.com 5 November 2015 5 November 2016
MediNet Services medinet.com.hk 29 October 1998 6 June 2018
Men’s Health Solutions mhs.hk 19 October 2005 20 October 2016
Well Being Dental wbsbeauty.com 9 March 2013 8 March 2017
Well Being Dental wellbeing.com.hk 21 June 1999 Null

Save for the above, as at the Latest Practicable Date, we did not have any material intellectual
property rights (whether registered or pending registration) that are significant to our business operations
or financial positions.

As at the Latest Practicable Date, we were not aware of any material infringements (i) by us of any
intellectual property rights owned by third parties, or (ii) by any third parties of any intellectual property
rights owned by us. As at the Latest Practicable Date, we were also not aware of any pending or
threatened claims against any members of our Group in relation to any material infringement of
intellectual property rights of third parties.

RESEARCH AND DEVELOPMENT

During the Track Record Period and as at the Latest Practicable Date, we did not engage in any
research and development activity.

COMPLIANCE AND LEGAL PROCEEDINGS
Compliance with laws and regulations

During the Track Record Period and up to the Latest Practicable Date, our Group had complied
with the relevant laws and regulations in relation to our business in all material respects and there were
no material breaches or violations of the laws or regulations applicable to our Group that would have a
material adverse effect on our business and financial condition taken as a whole.

Criminal conviction in 2007

In October 2006, Men’s Health Solutions received a letter from the Department of Health of the
Government which warned Men’s Health Solutions that the advertising on its website may be in breach
of the Undesirable Medical Advertisements Ordinance (Chapter 231 of the Laws of Hong Kong) (the
“UMAO?”). Such advertising was related to certain treatment for male sexual dysfunction. Based on the
relevant court documents, Men’s Health Solutions submitted to the court that it had, after receiving the
said warning letter, done its best to change its advertisements in order to comply with the provisions of
the UMAO. Despite this, in May 2006, without any further warning or notice of any kind, Men’s Health
Solutions was served a summons charging it with the criminal offence of causing an undesirable medical
advertisement to be published, contrary to the provisions of section 3(1)(b) of the UMAO.
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Section 3(1)(b) of the UMAO requires that no person shall publish, or cause to be published, any
advertisement likely to lead to the use of any medicine, surgical appliance or treatment for treating
human beings for any purposes specified in schedule 2 to the UMAO, which include, among other
things, the promotion of sexual virility, desire or fertility.

Subsequently, Men’s Health Solutions made an application to the High Court for judicial review
seeking (i) a declaration that section 3 of the UMAO is invalid on the ground that it is ultra vires and
offends the constitutionally protected right of freedom of expression; and (ii) an order of certiorari to
strike down the decision of the Department of Health of the Government to recommend prosecution on
the ground that the decision was wrong in law and Wednesbury unreasonable. However, by a judgement
dated 15 March 2007, the High Court dismissed the application for judicial review.

In relation to the aforesaid summons, Men’s Health Solutions was convicted in the Kwun Tong
Magistrates” Courts on 13 August 2007 and was fined HK$4,000, which had already been paid by Men’s
Health Solutions.

As advised by our Directors, Men’s Health Solutions had subsequently taken remedial actions by
amending the advertising on its website for compliance with section 3(1)(b) of the UMAO. Our
Directors confirmed that since the conviction and up to the Latest Practicable Date, our Group had not
received any similar warning letters from the Department of Health of the Government or any
summonses charging it with similar offence.

Our Directors consider that the aforesaid non-compliance with the relevant provisions of section
3(1)(b) of the UMAO by Men’s Health Solutions was caused by our lack of an adequate and accurate
understanding of the relevant requirements of the UMAO.

In order to prevent similar non-compliance, we have implemented the following internal control

measures:
(i)  our Directors have been made aware of the relevant requirement under the UMAO; and

(ii) before adding or making amendments to the contents of our websites in relation to our
services offered, we shall seek competent legal advice to confirm that the new contents or
amendments are in compliance with the relevant requirements of the UMAQO and other
applicable laws and regulations.

Our Directors consider that there had been no material adverse impact on our Group’s business or
financial position or prospect as a result of the conviction because:

(i) Men’s Health Solutions was fined only HK$4,000;
(i1) the conviction was more than § years ago;

(iii) after amending the advertising on the website, our Group had not received any similar
warning letters or summons for more than 8§ years after the conviction;

(iv) Men’s Health Solutions continued to carry on its operation in relation to the provision of
men’s health treatments during the Track Record Period; and
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(v) our Group’s revenue derived from men’s health treatments amounted to approximately
HK$5.8 million, HK$9.5 million, and HK$7.2 million for FY2013/14, FY2014/15 and the
nine-month period ended 31 December 2015 respectively, representing approximately 7.5%,
11.0% and 10.7% of our Group’s total revenue respectively.

Litigation, claims and arbitration

As at Latest Practicable Date, none of our Company nor any members of our Group (i.e. MediNet
BVI, MediNet Health Centre, MediNet Services, Well Being Dental, Men’s Health Solutions) was
engaged in any litigation, claim or arbitration of material importance nor, to the best of our Directors’
knowledge, is any litigation, claim or arbitration of material importance pending or threatened against
our Company or any members of our Group (i.e. MediNet BVI, MediNet Health Centre, MediNet
Services, Well Being Dental, Men’s Health Solutions).

MediNet Doctors Agreements

Prior to 1 November 2015, our MediNet Doctors were directly employed by MediNet Health
Centre to provide medical services at our MediNet Centres (the “pre-existing structure”). Having
considered the relevant provisions under the Medical Clinics Ordinance (Chapter 343 of the Laws of
Hong Kong), the Medical Registration Ordinance (Chapter 161 of the Laws of Hong Kong), the Code of
Professional Conduct for the Guidance of Registered Medical Practitioners issued by the Medical
Council of Hong Kong, as well as certain additional factors identified by the Senior Counsel in
connection with the present legislative regime relating to the pre-existing structure, the Senior Counsel
is of the view that the pre-existing structure is not in contravention of any existing laws, regulations and
codes in Hong Kong, having considered, among other matters, that the medical treatments and services
provided at the MediNet Centres are carried out by our MediNet Doctors (who are Registered Medical
Practitioners) in private consulting rooms, and as such, the MediNet Centres may fall within one of the
statutory exemptions under the Medical Clinics Ordinance which exempts the provision of medical
service in ‘“private consulting rooms used exclusively by registered medical practitioners in the course
of their practice on their own account” from the registration requirement.

The Senior Counsel has however noted that there are certain ambiguity and uncertainty in the
present legislative regime which may result in a possible argument that the MediNet Doctors employed
by MediNet Health Centre (rather than practising as a sole proprietor or in a partnership) may not be
considered to be practising “on their own account” and therefore the MediNet Centres may not fall
clearly within the aforesaid statutory exemption. The Senior Counsel considered that such uncertainty
may have resulted from the fact that, at the time of the enactment of the Medical Clinics Ordinance, it
simply never occurred to the legislature that there would be a third kind of medical provider structure
(consisting of Registered Medical Practitioners only) which is neither a sole proprietorship nor a
partnership (where both such cases would fall clearly within the statutory exemption).

Our Directors, having considered the legal opinion of the Senior Counsel relating to the said
ambiguity in the Medical Clinics Ordinance, consider that it would be prudent to terminate the
employments with our MediNet Doctors and to, instead, enter into a MediNet Doctors Agreement with
each of our MediNet Doctors such that the provision of medical services at our MediNet Centres are
conducted through the managed practices of our MediNet Doctors which are owned and controlled by
our MediNet Doctors in the form of sole proprietorships (the ‘“managed practices”). As a result, the
possible uncertainty discussed above regarding the use of a corporate entity rather than sole
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proprietorship or partnership can be removed. Taking into account the above factors as well as the

current state of law in this area, the Senior Counsel is of the view that such revised structure will

comply with such existing laws, regulations and codes in Hong Kong.

As set out in the MediNet Doctors Agreement, each of the MediNet Doctors will provide, among

others, the following services to our Group:

(@)

(b)

each of the MediNet Doctors shall himself devote no less than 188 hours per month at the
MediNet Centres at which the general medical practices (the “Practices”) are carried on by
each of the MediNet Doctors in accordance with the duty rosters; and

each of the MediNet Doctors shall carry on the Practices at the MediNet Centres under the
proprietary names of our Group and to display the placard of “MediNet Health Centre Ltd”
at all the MediNet Centres in the manner and use the same letterhead and the same logo and
style on his stationary materials as specified and approved by our Group and in accordance
with the relevant leases or tenancy agreements of the MediNet Centres from time to time.

As set out in the MediNet Doctors Agreement, our Group will provide, among others, the

following services to each of the MediNet Doctors:

(a)

(b)

(©

all staff, including, medical assistants and other administrative staff but, for the avoidance of
doubt, excluding Registered Medical Practitioners, employed by our Group that is required
for the carrying on of the Practices.

the medical equipment and any other ancillary equipment (and user manuals and update
information relating thereto), office furniture, fixtures and fittings and any other leasehold
improvement including, without limitation, the renovation and decoration of the premises of
the MediNet Centres as is suitable for the conduct of the Practices and other assets
appropriate for the MediNet Centres as required by each of the MediNet Doctors.

the following additional services:

(1) assisting each of the MediNet Doctors to monitor his administrative and financial
performance;

(i) maintaining an ongoing review of the consultation and diagnostic fees and related
charges in the market place generally in Hong Kong;

(iii) maintaining an ongoing review of market opportunities and requirements for medical
services in Hong Kong, in relation to the appropriate opening, relocation or closing of
the MediNet Centres and in respect of changing expectations related to patients care
and services;

(iv) advising generally on the management, operation, maintenance and enhancement of, and

assist in promoting, the Practices (including supplying, to the extent permissible under
applicable law, patient connections and records);
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(d)

(e)

()

(2)

v)

(vi)

@

(i1)

updating the knowledge of each of the MediNet Doctors on developments in the
medical field including providing internal audit and training seminars, and making
arrangements for each of the MediNet Doctors to attend the relevant conferences and
trainings; and

cash management services, including without limitation, collecting consultation and
laboratory fees and prescription charges from each of the MediNet Doctors and
depositing them into the bank on a regular basis and arranging for settlement of bills
for each of the MediNet Doctors;

the use of premises as required for the conduct of the Practices, where appropriate,
obtaining the relevant consent and/or executing all necessary documents and doing all
such acts as are necessary to sub-let or license the premises to each of the MediNet
Doctors for the conduct of the Practices; and

assisting each of the MediNet Doctors in the negotiation of any lease or renewal of any
lease for premises as required for the conduct of the Practices;

the proper maintenance of such medical equipment provided to each of the MediNet Doctors

and the general maintenance and upkeep of such premises provided to each of the MediNet

Doctors;

the centralised procurement and general management of medicines and drugs from time to

time so far as permissible by the laws as and when required by each of the MediNet Doctors

for him (for the avoidance of doubt, under the arrangements contemplated under this clause,

only the economic risks and benefits of the medicines and drugs remain at our Group),

including:

@

(i1)

(iii)

implementing the procurement plan agreed between each of the MediNet Doctors and
our Group in relation to the ordering of medicines and drugs which have been approved
by our Group for and on behalf of each of the MediNet Doctors for the best interests of
his patients (such approval shall not be unreasonably withheld so long as the medicines
and drugs in question are used for the purpose of medical treatment);

the settlement of any invoice in respect of any medicines and drugs ordered; and

updating each of the MediNet Doctors on the inventory level of the medicines and
drugs maintained and managed by our Group; and

the following administrative services to the extent that our Group has the necessary

resources:

@)

(i1)

all financial management services that our Group and each of the MediNet Doctors shall
consider appropriate for the proper conduct and operation of the Practices and all
necessary advice and guidance in respect thereof;

such services as are necessary to assist each of the MediNet Doctors to maintain proper
accounting books and records and all other ancillary accounting services;
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(iii) all company secretarial, personnel and administrative services as are required by each of
the MediNet Doctors to carry on the Practices;

(iv) all information technology services, including advising each of the MediNet Doctors on,
and assisting in the setting up or acquisition of, computer hardware and software and
database as required by each of the MediNet Doctors including the setting up of the
management information system for patients’ records of the Practices;

(v) such support services and guidance as are necessary to assist each of the MediNet
Doctors marketing and/or publications from time to time;

(vi) the use of all ancillary equipment and services in conjunction with the provision of the
relevant services;

(vii) the supply of other non-medical and non-para-medical staff required by each of the
MediNet Doctors in order to carry on the Practices; and

(viii) such reasonable assistance as required by each of the MediNet Doctors to apply for a
renew of his practicing certificate; and

(h) such other services as may be agreed between our Group and each of the MediNet Doctors,
including but not limited to temporary redeployment of each of the MediNet Doctors and/or
temporary engagement of additional Registered Medical Practitioners due to causal changes
of the duty rosters.

Pursuant to the original employment agreements with our MediNet Doctors, our MediNet Doctors
were entitled to receive remunerations mainly comprising (i) a predetermined monthly salary; and (ii) a
certain percentage of walk-in patient consultation fees and fees generated from operations performed at
our MediNet Centres.

Pursuant to the MediNet Doctors Agreements which are effective from 1 November 2015, our
MediNet Doctors (through their respective managed practices) shall provide medical services at our
MediNet Centres and we shall provide a variety of management and administrative services to the
managed practices, such that (i) we shall charge each of the managed practices of our MediNet Doctors
a fee for our management and administrative services whereby such fee shall be equivalent to all fees
received by the managed practices in connection with the provision of medical services at our MediNet
Centres and we shall be entitled to all such fees forthwith upon such fees have been received by the
managed practices from Self-paid Patients; and (ii) our MediNet Doctors (through their respective
managed practices) shall be entitled to receive professional fees for the provision of medical services at
our MediNet Centres, comprising (i) a monthly reward to be calculated by reference to the actual
attendance rates which shall then capped at a certain amount (i.e. actual total numbers of hour devoted
per month over committed monthly hours as stipulated in the respective MediNet Doctors Agreement);
and (ii) a certain percentage of walk-in patient consultation fees and fees generated from operations
performed at our MediNet Centres. In short, the Directors are of the view that the aforesaid reward-
paying and service fee-charging mechanism under the MediNet Doctors Agreements has been structured
to resemble the previous entitlements of our MediNet Doctors under their respective original
employment agreements with us.
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With respect to the custody and record keeping of drugs and medicines, during the Track Record
Period and going forward, the responsibility of the custody and record keeping of all the drugs and
medicines at each MediNet Centres and Dental Clinics lies with the Group, the MediNet Doctors and
Dentists. Responsibilities for the MediNet Doctors and Dentists cover the monitor and supervision of
drug procurement and stock management, while the Group retains the responsibility for the safe and
proper storage of the drugs and medicines to ensure the dispensary design and equipment are adequate
for the purpose of dispensing. As confirmed by our Directors, there are certain medical and dental
supplies used in our MediNet Centres and Dental Clinics that fall into the scope of the Pharmacy and
Poisons Ordinance, the Antibiotics Ordinance and the Dangerous Drugs Ordinance. Pursuant to the
aforesaid Ordinance, among other requirements, (i) drugs and medicines which are supplied by a
Registered Medical Practitioner for the purposes of medical treatment and by a Registered Dental
Practitioner for the purposes of dental treatment are distinctly labelled with the name and address of the
person by whom it is supplied or dispensed; (ii) written records of treatment or other document relating
to the supply of such drugs and medicines are maintained by the Registered Medical Practitioners and
Registered Dental Practitioners; (iii) such drugs and medicines are stored in appropriate containers under
the supervision of Registered Medical Practitioners and Registered Dental Practitioners either in
cupboards or drawers, or on shelves, reserved for the storage of such medicines; and (iv) drugs that fall
into scope of the Antibiotics Ordinance are only sold, supplied or administered by way of treatment by
designated person including among others, a Registered Medical Practitioners or Registered Dental
Practitioners or persons acting in accordance with the directions of such Registered Medical
Practitioners or Registered Dental Practitioners at our MediNet Centres or Dental Clinics.

MediNet Doctors/Dentists, through the designated nurse(s), monitor the stock level and condition
of the drugs and medicines maintained at the respective MediNet Centres/Dental Clinics, and will apply
to us by written forms for the procurement of the relevant drugs and medicines as and when needed,
taking into account, among other factors, the existing stock level and estimation on consumption. We
centralise and keep record of the procurement of the drugs and medicines based on the orders received
from the MediNet Doctors and Dentists. For the proper custody and record keeping of all the drugs and
medicines, we have implemented and will continue to implement relevant policies at each MediNet
Centres and Dental Clinics, including but not limited to, (i) drugs and medicines that are, among others,
relatively expensive/hazardous are required to be stored at locked places; (ii) surveillance cameras are
installed at each MediNet Centres and Dental Clinics to prevent thievery of drugs and medicines; and
(iii) patient records of dispensed drugs and procurement records to be retained by the Group.

As advised by the HK Legal Advisers, our MediNet Doctors and Dentists, being Registered
Medical Practitioners and Registered Dental Practitioners, have discharged their respective obligations in
relation to drug storage and record keeping under the Pharmacy and Poison Ordinance, the Antibiotics
Ordinance and the Dangerous Drugs Ordinance during the Track Record Period.

Based on the foregoing, our Directors consider that the MediNet Doctors Agreements confer on
our Group substantially the same rights over our business of our MediNet Centres operations as if there
had been no substantive change to the substance of our Group’s business process and the economic
aspects of our Group’s MediNet Centres operations because our Group’s risk and rewards of, and control
over, the running of business of our MediNet Centres operation remain substantially unchanged after
entering into the MediNet Doctors Agreements. It should also be noted that our revenue derived from
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our operation of our MediNet Centres (i.e. the provision of medical services to Self-paid Patients)
accounted for approximately 11.6%, 15.1% and 16.2% of our Group’s total revenue for each of
FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015 respectively.

In addition, based on the arrangements under the MediNet Doctors Agreements, the Senior Counsel
considers that on balance, the MediNet Doctors are not regarded as our Group’s employees pursuant to
the applicable rules and regulations of Hong Kong (e.g. the Employment Ordinance) after taking into
account several precedent cases and, in particular, the fact that each MediNet Doctor will be providing
medical services as a person in business on his own account pursuant to the arrangements under the
MediNet Doctors Agreements.

For the avoidance of doubt, the Senior Counsel is of the view that the employment of our Dentists
by Well Being Dental to provide dental services at our Dental Clinics complies with the relevant
provisions of the Dentists Registration Ordinance given that Well Being Dental is a body corporate
carrying on no business other than dentistry (or some business ancillary to the business of dentistry) and
a majority of the directors and all persons practicing dentistry are registered dentists. Based on the legal
opinions of the Senior Counsel, our Directors consider that there are no uncertainty or ambiguity in the
legislative regime in this connection which would warrant any change in the employment arrangement
with our Dentists similar to those discussed above in relation to our MediNet Doctors.
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DIRECTORS

The Board currently consists of five Directors comprising two executive Directors and three
independent non-executive Directors. The following table sets out the information regarding the
members of the Board:

Relationship
with other
Director(s)
Date of and/or
Date of appointment as Principal senior
Name Age joining our Group Director Position responsibilities management
Mr. CHAN Chi Wai 59 29 March 1994 20 August 2015  Executive Director,  Overall business Spouse of
Nelson (BiE1#) (as the founder of chairman of the development and Ms. Jiang
our Group) Board, general financial and
manager and strategic planning
compliance of our Group
officer
Ms. JIANG Jie (Z75) 34 11 September 2009 20 August 2015  Executive Director ~ Business Spouse of
development and Mr. Chan
customer
relationship
management
Dr. LIEU Geoffrey Sek 66 19 May 2016 19 May 2016 Independent non- Providing Nil
Yiu (E#3%E) executive independent
Director judgment on our
strategy,
performance,
resources and
standard of
conduct
Mr. LEUNG Po Hon 52 19 May 2016 19 May 2016 Independent non- Providing Nil
(RHEE) executive independent
Director judgment on our
strategy,
performance,
resources and
standard of
conduct
Mr. WONG Wai Leung 38 19 May 2016 19 May 2016 Independent non- Providing Nil
(HEAERR) executive independent
Director judgment on our
strategy,
performance,
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Executive Directors

Mr. CHAN Chi Wai Nelson (BRZ&E{E), aged 59, is the chairman of the Board, an executive
Director, our general manager, our compliance officer and one of our Controlling Shareholders. He is
responsible for the overall business development and financial and strategic planning of our Group. He
was appointed as a Director on 20 August 2015 and was re-designated as our executive Director,
chairman of the Board and compliance officer on 19 May 2016 for an initial term of 3 years
commencing on the Listing Date. He is also a director of MediNet Services, Well Being Dental,
MediNet Health Centre, Men’s Health Solutions and MediNet BVIL.

Mr. Chan has over 32 years of experience in the corporate medical and dental solutions industry in
Hong Kong. Prior to founding our Group in 1994, Mr. Chan had been employed by Bupa Ltd (at which
his last position was manager) from 1983 to 1988 and HSBC Medical Insurance Limited (formerly
known as Carlingford Medical Insurance Limited) (at which his last position was Medical Insurance
Consultant) from 1989 to 1993. Mr. Chan is the spouse of Ms. Jiang, an executive Director.

Ms. JIANG Jie (&%), aged 34, is an executive Director and is principally responsible for our
business development and customer relationship management. Ms. Jiang was appointed as a Director on
20 August 2015 and was re-designated as our executive Director on 19 May 2016 for an initial term of 3
years commencing on the Listing Date. She is also a director of MediNet Services, MediNet Health
Centre, Men’s Health Solutions and MediNet BVI.

Ms. Jiang attended Shandong Province Qingdao The 16th Secondary School (L1 7x % 7 55 55 175
%) in the People’s Republic of China from September 1994 to July 1997 and obtained a certificate of
graduation (%2 MV 3E5) from it in July 1997. She also attended Shandong Province Wuzi School (IR #H
Y927 #%) (which was merged into University of Jinan (¥R K%%) in April 2001) in the People’s
Republic of China from September 1997 to July 2000 with a major in corporate management ({14 )
and obtained a certificate of graduation (5%MVUE45) from it in July 2000.

Ms. Jiang joined our Group in September 2009 and has since then accumulated more than 6 years
of experience in the operation of our Group. Since joining our Group, Ms. Jiang has been in charge of
our business development and customer relationship management, including but not limited to the
liaison with existing and potential customers as well as other business development activities such as
our corporate websites operation and the distribution of brochures and pamphlets in our MediNet
Centres and Dental Clinics. Ms. Jiang is the spouse of Mr. Chan.

Independent non-executive Directors

Dr. LIEU Geoffrey Sek Yiu (BE833%), aged 66, was appointed as an independent non-executive
Director on 19 May 2016. Dr. Lieu is the founder and a Chairman Emeritus of the Institute for Health
Policy and Systems Research, a non-profit independent organization established in 1997 which aims to
promote, conduct and exchange timely information on health services and policy research in Hong
Kong. From January 2002 to December 2014, Dr. Lieu was the Chairman of Hong Kong Healthcare
Corporation Limited. From January 1991 to June 2000, Dr. Lieu was the Deputy Director (Management)
of the Hong Kong Hospital Authority, a statutory body established under the Hospital Authority
Ordinance (Chapter 113 of the Laws of Hong Kong) in 1990.

- 158 -



DIRECTORS AND SENIOR MANAGEMENT

Dr. Lieu currently holds a number of adjunct and visiting academic appointments, including
Adjunct Associate Professor of the School of Public Health of the University of Minnesota, the United
States and the Program Director of the Master of Science in Health Services Management Program and a
visiting fellow of the Department of Management and Marketing of the Hong Kong Polytechnic
University.

Dr. Lieu was previously a director of Fortius Healthcare Group Limited (‘2 {8 %% E A R A
(formerly known as Fortius Healthcare Group Limited (& {5 #EB AR /AH])), which was
incorporated in Hong Kong on 8 December 2004 and was dissolved by deregistration pursuant to
section 291AA of the Predecessor Companies Ordinance on 12 July 2013 following an application for
deregistration filed on 22 February 2013 due to cessation of business. Dr. Lieu was also previously a
director of ISP Asia Limited, which was incorporated in Hong Kong on 19 May 2005 and was dissolved
by deregistration pursuant to section 291AA of the Predecessor Companies Ordinance on 24 December
2010 following an application for deregistration filed on 4 August 2010 due to cessation of business.

Dr. Lieu graduated from St. Olaf College, the United States with a Bachelor of Arts degree in May
1972. He obtained a Master’s degree in Health Administration from Washington University in St. Louis,
the United States in May 1974. He also obtained a Doctorate degree in Business Administration from
The Hong Kong Polytechnic University in December 1999.

Mr. LEUNG Po Hon (REE), aged 52, was appointed as an independent non-executive Director
on 19 May 2016. Mr. Leung is currently a practicing director of Poon and Tong C.P.A. Limited, which
he joined in 2001. Mr. Leung was admitted as a member of the HKICPA in January 1993 and a fellow
member of the Association of Chartered Certified Accountants since January 1997.

Mr. Leung graduated from The Hong Kong Polytechnic University with a Professional Diploma in
Accountancy in November 1987. He also obtained a Master’s degree of Business Administration from
University of Bradford, the United Kingdom in December 1990. Mr. Leung has more than 20 years of
experience in accounting, auditing and financial management.

Mr. Leung was previously a director of Immunotherapy Research Institute Limited (%% A B0 5%
JIi A B> F]) (formerly known as Advance Regal Limited (8% FR/2 A])), which was incorporated in
Hong Kong on 2 July 2003 and was dissolved by deregistration pursuant to section 291AA of the
Predecessor Companies Ordinance on 12 November 2004 following an application for deregistration
filed on 6 July 2004 due to cessation of business.

Mr. Leung currently holds the following positions in companies listed on the Stock Exchange:

Position currently

Company Stock code held by Mr. Leung Appointment date

Success Dragon International 1182 Independent non-executive 16 July 2015
Holdings Limited director

Flying Financial Service Holdings 8030 Independent non-executive 15 August 2014
Limited director
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Position currently

Company Stock code held by Mr. Leung Appointment date

Kingbo Strike Limited 1421 Independent non-executive 13 November 2015
director

Winfoong International Limited 63 Independent non-executive 6 November 2015
director

Mr. Leung previously held the following position in company listed on the Stock Exchange:

Position previously Appointment Resignation
Company Stock code held by Mr. Leung date date
China Investment Fund 612 Independent non- 1 May 2015 9 May 2016
Company Limited executive director

Mr. WONG Wai Leung (E{E#), aged 38, was appointed as an independent non-executive
Director on 19 May 2016. Mr. Wong is currently an executive director, the chief financial officer and
company secretary of Qinqin Foodstuffs Group (Cayman) Company Limited, a company principally
engaging in the manufacturing, distribution and sale of food and snacks products in the PRC, since
March 2016 up to the present and is responsible for corporate development, investment, accounting and
financial matters. He is also a director of Lianjie Sports Investments Limited, a private company which
manages investments and trusts for a family office. Mr. Wong also serves as a board member of Hong
Lok Yuen International School Association Limited and International College Hong Kong Limited,
which operate certain international schools in Hong Kong. He was previously employed by Ernst &
Young Hong Kong from September 2000 to August 2009. He has been a member of the HKICPA since
July 2004 and a fellow member of the Association of Chartered Certified Accountants since September
2010.

Mr. Wong received a Bachelor of Business Administration degree from The Hong Kong University
of Science and Technology in Hong Kong in November 2000. He has over 15 years of experience in
accounting, auditing and financial management.

Disclosure required under Rule 17.50(2) of the GEM Listing Rules

Save as disclosed above, each of our Directors confirms with respect to him/her that: (i) he/she has
not held directorships in the last three years in other public companies the securities of which are listed
on any securities market in Hong Kong or overseas; (ii) he/she does not hold any other position in our
Company or any of its subsidiaries; (iii) save as disclosed in the section “Further information about our
Directors management, staff, experts and Substantial Shareholders” in Appendix VI to this prospectus,
he/she does not have any interests in the Shares within the meaning of Part XV of the SFO; (iv) there is
no other information that should be disclosed for pursuant to Rule 17.50(2) of the GEM Listing Rules;
and (v) to the best of the knowledge, information and belief of our Directors having made all reasonable
enquiries, there are no other matters with respect to the appointment of our Directors that need to be
brought to the attention of our Shareholders.
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SENIOR MANAGEMENT

The following table sets out the information regarding the senior management team of our Group:

Relationship with

Date of other Director(s)
joining our Principal and/or senior
Name Age Group Position responsibilities management
Ms. LI Christine 42 7 August 1995 Assistant general Overall management of Nil
(ZEAR ) manager our day-to-day

operations and
implementation of
business strategies

Ms. NGAN Pui Shan, Jane 41 16 September Financial controller Financial reporting, Nil
(BRI 1996 financial planning,
treasury and
financial control

Mr. WONG Siu Kay 45 5 July 1997 Dentist and a director ~ Operation of Dental Nil
(HEJEIL) of Well Being Clinics and provision
Dental of dental services
Ms. CHUNG Mei Shu, Pinky 45 7 October 1996  Dentist and a director ~ Operation of Dental Nil
€ S35p) of Well Being Clinics and provision
Dental of dental services

The business address of the senior management team of our Group is 7/F, KP Tower, 93 King’s
Road, North Point, Hong Kong.

Ms. LI Christine (Z=E{k#%), aged 42, is our assistant general manager and is primarily responsible
for the overall management of our Group’s day-to-day operations and the implementation of our
business strategies. She joined our Group in August 1995 and has since then accumulated more than 20
years of experience in the operation of our Group. Ms Li has received a degree of Bachelor of Social
Science from the Chinese University of Hong Kong in December 1995. She has not held any
directorships in any public listed companies in the past three years.

Ms. NGAN Pui Shan, Jane (EE{M#), aged 41, is our financial controller. She is primarily
responsible for our financial reporting, financial planning, treasury, financial control and overall
company secretarial matters. She joined our Group in September 1996 and has since then accumulated
more than 19 years of experience in our Group’s operation. Ms. Ngan received a Bachelor of Arts
(Honours) degree in Accounting from Edinburgh Napier University in Scotland in April 2004 through
distance learning. She also received a degree of Master of Corporate Governance from the Hong Kong
Polytechnic University in September 2015. She has been a member of the Association of Chartered
Certified Accountants since May 2012. She has not held any directorships in any public listed
companies in the past three years.

Mr. WONG Siu Kay (EKE), aged 45, is one of our Dentists and a director of Well Being
Dental. He is primarily responsible for the operation of our Dental Clinics and the provision of dental
services. He joined our Group in July 1997 and has since then accumulated more than 18 years of
experience in the operation of our Group. He has been a Registered Dental Practitioner since August
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1996. Mr. Wong obtained a degree of Bachelor of Dental Surgery from The University of Hong Kong in
November 1996. He has not held any directorships in any public listed companies in the past three
years.

Ms. CHUNG Mei Shu, Pinky (HEXE), aged 45, is one of our Dentists and a director of Well
Being Dental. She is primarily responsible for the operation of our Dental Clinics and the provision of
dental services. She joined our Group in October 1996 and has since then accumulated more than 19
years of experience in the operation of our Group. She has been a Registered Dental Practitioner since
August 1995. She is also an ordinary member of The Hong Kong Dental Association Limited. Ms.
Chung obtained a degree of Bachelor of Dental Surgery from The University of Hong Kong in
November 1995. She has not held any directorships in any public listed companies in the past three
years.

COMPANY SECRETARY

Mr. LEUNG Man Fai (£X#), aged 58, was appointed as the company secretary of our
Company on 22 November 2015. Mr. Leung graduated from Manchester Polytechnic, the United
Kingdom with a degree of Bachelor of Arts in Accounting and Finance awarded by the Council for
National Academic Awards of the United Kingdom in July 1988. He also obtained a degree of Master of
Commerce in Accounting from the University of New South Wales in May 1990. Mr. Leung has been
the director of IBC Certified Public Accountants Limited since August 2008 up to the present. He was
the executive director, finance manager and company secretary of Lerado Group (Holding) Company
Limited (which is listed on the Stock Exchange with stock code 1225) from July 1995 to August 2014.
He was previously employed by Chewy International Foods Ltd. as a financial controller from January
1993 to January 1995. Mr. Leung has been a member of the HKICPA since June 1991.

COMPLIANCE OFFICER

Mr. CHAN Chi Wai Nelson (BR&{E), was appointed as the compliance officer of our Company
on 19 May 2016. Please refer to the paragraph headed “Directors” above in this section for the profile
of Mr. Chan.

REMUNERATION POLICY

After Listing, our Directors and senior management members will receive compensation in the
form of director fees, salaries, benefits in kind and/or discretionary bonuses with reference to those paid
by comparable companies, time commitment and the performance of our Group. Our Group will also
reimburse our Directors and senior management for expenses which are necessarily and reasonably
incurred for the provision of services to our Group or executing their functions in relation to the
operations of our Group. Our Group will regularly review and determine the remuneration and
compensation packages of our Directors and senior management by reference to, among other things,
market level of remuneration and compensation paid by comparable companies, the respective
responsibilities of our Directors and the performance of our Group.

After Listing, the remuneration committee of our Company will review and determine the
remuneration and compensation packages of our Directors with reference to their responsibilities,
workload, the time devoted to our Group and the performance of our Group.
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REMUNERATIONS OF DIRECTORS AND SENIOR MANAGEMENT

During the Track Record Period, no emoluments were paid by our Group to Mr. Chan or Ms. Jiang
as fees, salaries and allowances, performance related incentive payments, or retirement benefit schemes
contributions.

During the Track Record Period, no emoluments were paid by our Group to our Directors as an
inducement to join or upon joining our Group or as compensation for loss of office. No Director has
waived or agreed to waive any emoluments during the Track Record Period.

Under the arrangements currently proposed, conditional upon the Listing, the basic annual
remuneration (excluding payment of any discretionary benefits or bonus or other fringe benefits) payable
by our Group to each of our Directors will be as follows:

HK$
Executive Directors
Mr. Chan 180,000
Ms. Jiang 180,000
Independent non-executive Directors
Dr. Lieu Geoffrey Sek Yiu 180,000
Mr. Leung Po Hon 180,000
Mr. Wong Wai Leung 180,000

For FY2013/14, FY2014/15 and the nine-month period ended 31 December 2015, our Group’s five
highest paid individuals included none of our executive Directors. The table below sets out the
emoluments of our five highest paid individuals for each of the FY2013/14, FY2014/15 and the nine-
month period ended 31 December 2015:

Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HKS$’000 HKS$’000 HKS$’000
(unaudited)
Salaries and allowances 4,798 5,526 4,197 4,544
Contribution to retirement
benefit scheme 75 88 65 61
4,873 5,614 4,262 4,605
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The emoluments of the five highest paid individuals fell within the following bands:

Number of individuals
Nine-month period ended
31 December

FY2013/14 FY2014/15 2014 2015
(unaudited)
Emolument bands (in HK$)
Nil-HK$1,000,000 3 2 4 3
HK$1,000,001-HK$1,500,000 2 3 1
5 5 5 5

During the Track Record Period, no emoluments were paid by our Group to the above highest paid
individuals as an inducement to join or upon joining our Group or as compensation for loss of office as
a director or management of any members of our Group.

BOARD COMMITTEES
Audit committee

Our Company established an audit committee on 19 May 2016 with its written terms of reference
in compliance with the GEM Listing Rules. The primary duties of the audit committee are to review and
supervise our financial reporting process and internal control system, nominate and monitor external
auditors and to provide advice and comments to the Board on matters related to corporate governance.

The audit committee of our Company comprises the three independent non-executive Directors,
namely Dr. Lieu Geoffrey Sek Yiu, Mr. Leung Po Hon and Mr. Wong Wai Leung. Mr. Leung Po Hon
currently serves as the chairman of the audit committee.

Remuneration committee

Our Company established a remuneration committee on 19 May 2016 with its written terms of
reference in compliance with the GEM Listing Rules. The primary duties of the remuneration committee
are to make recommendations on the remuneration of our Company’s senior management and to
recommend members of the Board.

The remuneration committee of our Company comprises one executive Director, namely, Mr. Chan
Chi Wai Nelson and two independent non-executive Directors, namely Mr. Leung Po Hon and Mr.
Wong Wai Leung. Mr. Wong Wai Leung currently serves as the chairman of the remuneration
committee.
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Nomination committee

Our Company established a nomination committee on 19 May 2016 with its written terms of
reference by reference to the code provisions of the Corporate Governance Code and Corporate
Governance Report set out in Appendix 15 to the GEM Listing Rules. The primary duties of the
nomination committee are to make recommendations to the Board regarding candidates to fill vacancies
on the Board and/or in senior management.

The nomination committee of our Company comprises one executive Director, namely, Mr. Chan
Chi Wai Nelson and two independent non-executive Directors, namely Mr. Leung Po Hon and Mr.
Wong Wai Leung. Mr. Leung Po Hon currently serves as the chairman of the nomination committee.

COMPLIANCE ADVISER

In accordance with Rule 6A.19 of the GEM Listing Rules, our Company has appointed Messis
Capital Limited as its compliance adviser. Pursuant to Rule 6A.23 of the GEM Listing Rules, our
Company will consult with and seek advice from the compliance adviser on a timely basis in the
following circumstances:

(1) before the publication of any regulatory announcement, circular or financial report;

(2) where a transaction, which might be a notifiable or connected transaction, is contemplated
including share issues and share repurchases;

(3) where our Company proposes to use the proceeds of the initial public offering in a manner
different from that detailed in the listing document or where the business activities,
developments or results of our Company deviate from any forecast, estimate, or other
information in the listing document; and

(4) where the Stock Exchange makes an inquiry of the listed issuer under Rule 17.11 of the
GEM Listing Rules.

The term of appointment of the compliance adviser of our Company shall commence on the Listing
Date and end on the date on which our Company complies with Rule 18.03 of the GEM Listing Rules in
respect of the financial results for the second full financial year commencing after the Listing Date and
such appointment shall be subject to extension by mutual agreement.

The compliance adviser of our Company shall provide us with services, including guidance and
advice as to comply with the requirements under the GEM Listing Rules and applicable laws, rules,
codes and guidelines, and to act as one of our principal channels of communication with the Stock
Exchange.
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NON-SEGREGATION OF THE ROLES OF CHAIRMAN AND CHIEF EXECUTIVE

Code Provision A.2.1 of Appendix 15 to the GEM Listing Rules states that the roles of chairman
and chief executive should be separate and should not be performed by the same individual. Mr. Chan is
the chairman of the Board. Mr. Chan is also our general manager, who is responsible under the
immediate authority of the Board for the conduct of the business of our Group and is therefore our chief
executive for the purpose of the GEM Listing Rules.

Mr. Chan has been managing our Group’s business and the overall financial and strategic planning
since 1994. The Board believes that the vesting of the roles of chairman and chief executive in Mr.
Chan is beneficial to the business operations and management of our Group and will provide a strong
and consistent leadership to our Group. In addition, due to the presence of three independent non-
executive Directors which represents more than half of the Board, the Board considers that there is a
balance of power and authority such that no one individual has unfettered power of decision.
Accordingly, our Company has not segregated the roles of its chairman and chief executive as required
by Code Provision A.2.1 of Appendix 15 to the GEM Listing Rules.

- 166 -



RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

CONTROLLING SHAREHOLDERS OF OUR COMPANY

Immediately following the completion of the Capitalisation Issue and the Placing, each of Medinet
International and Mr. Chan will control more than 30% of the issued share capital of our Company. For
the purpose of the GEM Listing Rules, Medinet International and Mr. Chan are our Controlling
Shareholders. Each of Medinet International and Mr. Chan confirms that, as at the Latest Practicable
Date, apart from the business operated by members of our Group, each of them and each of their
respective close associates and/or companies controlled by it or him do not hold or conduct any business
which competes, or is likely to compete, either directly or indirectly, with the business of our Group,
and would require disclosure pursuant to Rule 11.04 of the GEM Listing Rules.

INDEPENDENCE OF OUR GROUP

Having considered the following factors, our Directors believe that our Group is capable of
carrying on our Group’s business independently from our Controlling Shareholders and their respective
close associates after the Capitalisation Issue and the Placing:

Management and administrative independence

The Board consists of 5 Directors, of whom 2 are executive Directors and the remaining 3
are independent non-executive Directors. Mr. Chan, being an executive Director and the chairman
of the Board, is also the sole director of Medinet International. Mr. Chan and Ms. Jiang, each
being an executive Director, are spouses to each other.

Each of our Directors is aware of his/her fiduciary duties as a Director which require, among
other things, that he/she acts for the benefit and in the best interests of our Company and does not
allow any conflict between his/her duties as a Director and his/her personal interest. 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 close associates, the interested Director(s) shall
abstain from voting at the relevant meetings of the Board in respect of such transactions and shall
not be counted in the quorum. In addition, the senior management team of our Group is
independent from our Controlling Shareholders. The 3 independent non-executive Directors will
also bring independent judgment to the decision making process of the Board.

Most members of the senior management of our Group have, for all or substantially all of the
Track Record Period, undertaken senior management supervisory responsibilities in the business of
our Group. The responsibilities of the senior management team of our Group include dealing with
operational and financial matters, making general capital expenditure decisions and the daily
implementation of the business strategy of our Group. This ensures the independence of the daily
management and operations of our Group. Further details of our senior management are set out in
the section headed “Directors and senior management” in this prospectus.

Financial independence

Our Company has established a financial system that operates independently. During the
Track Record Period, our Group had certain non-trade related amounts due from or to Mr. Chan
and certain companies controlled by him. Please refer to the section headed “Financial information
— Net current assets — Amounts due to/from related parties and amount due to a Director” for
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further details. All amounts due from/to Mr. Chan and companies controlled by him have been
fully settled in November 2015. During the Track Record Period, Mr. Chan had provided personal
guarantees in favour of the relevant banks for certain bank borrowings obtained by us. All such
bank borrowings had been fully repaid in November 2015, upon which the personal guarantees
given by Mr. Chan had been released. Save as disclosed above, our Directors are of the view that
our Group is not financially dependent on our Controlling Shareholders or their respective close
associates in our business operations and our Group is able to obtain external financing on market
terms and conditions for our business operations as and when required.

Operational independence

Our Group has established our own organisational structure made of individual departments,
each with specific areas of responsibilities. Our Group did not share our operational resources,
such as contractors, customers, marketing, sales and general administration resources with our
Controlling Shareholders and/or their close associates during the Track Record Period. Our Group
has also established a set of internal controls to facilitate the effective operation of its business.
Our Group’s customers and suppliers are all independent from our Controlling Shareholders. Our
Group does not rely on our Controlling Shareholders or their close associates and has its
independent access to customers and suppliers. Our Directors are of the view that our Group is
able to operate independently from our Controlling Shareholders after the Listing.

Independence of major suppliers

Our Directors confirm that none of our Controlling Shareholders, our Directors and their
respective close associates have any relationship with the major suppliers of our Group (other than
the business contacts in the ordinary and usual course of business of our Group) during the Track
Record Period.

Independence of major customers

Our Directors confirm that none of our Controlling Shareholders, our Directors and their
respective close associates have any relationship with the top five customers of our Group (other
than the business contacts in the ordinary and usual course of business of our Group) during the
Track Record Period. Our Directors are of the view that our Group does not unduly rely on our
Controlling Shareholders and/or their respective close associates.

Having considered the aforesaid factors, our Directors are satisfied that they are able to
perform their roles in our Company independently, and our Directors are of the view that our
Group is capable of managing our business independently from our Controlling Shareholders and
their respective close associates.

RULE 11.04 OF THE GEM LISTING RULES

As at the Latest Practicable Date, our Controlling Shareholders, our Directors and their respective
close associates do not have any interest in a business apart from our Group’s business which competes
and is likely to compete, directly or indirectly, with our Group’s business and would require disclosure
under Rule 11.04 of the GEM Listing Rules.
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DEED OF NON-COMPETITION

Our Controlling Shareholders have entered into the Deed of Non-competition in favour of our
Company (for ourselves and as trustee of our subsidiaries), pursuant to which our Controlling
Shareholders have jointly and severally, irrevocably and unconditionally undertaken to and covenanted
with our Company (for ourselves and for the benefit of our subsidiaries) that during the continuation of
the Deed of Non-competition it or he would not, and would procure that its or his close associates (other
than any member of our Group) would not, whether on its or his own account or in conjunction with or
on behalf of any person, firm or company, whether directly or indirectly, carry on a business which is,
or be interested or involved or engaged in or acquire or hold any rights or interest or otherwise involved
in (in each case whether as a shareholder, partner, principal, agent, director, employee or otherwise and
whether for profit, reward or otherwise) any business which competes or is likely to compete directly or
indirectly with the business currently and from time to time engaged by our Group (including but not
limited to (i) the operation of health centres (in relation to general practitioner consultation services
offered by doctors engaged by the Group); (ii) the provision of medical solutions services to contract
customers (mainly comprising insurance companies and corporations) through the administration of
medical benefits plans; (iii) the provision of dental solutions services to contract customers (mainly
comprising insurance companies, corporations and individuals) through the administration of dental
benefits plans as well as the operation of dental clinics offering dental services; (iv) the operation of
health centres (in relation to men’s health treatments offered by doctors engaged by the Group); and (v)
such other business of the Group more particularly described or contemplated in this prospectus), in
Hong Kong and any other country or jurisdiction to which our Group provides such services and/or in
which any member of our Group carries on such business from time to time (the “Restricted
Business’). Such non-competition undertakings do not apply to:

(i) any interests in the shares of any member of our Group; or

(i1) interests in the shares of a company other than our Company whose shares are listed on a
recognised stock exchange provided that:

(a) any Restricted Business conducted or engaged in by such company (and assets relating
thereto) accounts for less than 10% of that company’s consolidated revenue or assets, as
shown in that company’s latest audited accounts; or

(b) the total number of the shares held by our Controlling Shareholders and/or their
respective close associates in aggregate does not exceed 10% of the issued shares of
that class of the company in question and such Controlling Shareholders and/or their
respective close associates are not entitled to appoint a majority of the directors of that
company and at any time there should exist at least another shareholder of that
company whose shareholdings in that company should be more than the total number of
shares held by our Controlling Shareholders and their respective close associates in
aggregate; or

(c) our Controlling Shareholders and/or their respective close associates do not have the
control over the board of such company.
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The Deed of Non-competition shall take effect upon Listing and shall expire on the earlier of:

(a) the day on which the Shares cease to be listed on GEM or other recognised stock exchange;
or

(b) the day on which our Controlling Shareholders and his/its close associates, individually or
taken as a whole, cease to own, in aggregate, 30% or more of the then issued share capital of
our Company directly or indirectly or cease to be deemed as our Controlling Shareholders
and do not have power to control the Board or there is at least one other independent
Shareholder other than our Controlling Shareholders and his/its close associates holding more
shares than our Controlling Shareholders and his/its close associates taken together.

Pursuant to the Deed of Non-competition, each of our Controlling Shareholders has undertaken
that if each of our Controlling Shareholders and/or any of his/its close associates is offered or becomes
aware of any project or new business opportunity (“New Business Opportunity’) that relates to the
Restricted Business, whether directly or indirectly, he/it shall (i) promptly within ten Business Days
notify our Company in writing of such opportunity and provide such information as is reasonably
required by our Company in order to enable our Company to come to an informed assessment of such
New Business Opportunity; and (ii) use his/its best endeavours to procure that such opportunity is
offered to our Company on terms no less favourable than the terms on which such New Business
Opportunity is offered to him/it and/or his/its close associates.

All of our Directors (excluding those who is/are interested in the New Business Opportunity and
has/have conflict of interests with our Company) will review the New Business Opportunity and decide
whether to invest in the New Business Opportunity. If our Group has not given written notice of its
desire to invest in such New Business Opportunity or has given written notice denying the New
Business Opportunity within thirty (30) Business Days (the “30-day Offering Period”) of receipt of
notice from our Controlling Shareholders, our Controlling Shareholders and/or his/its close associates
shall be permitted to invest in or participate in the New Business Opportunity on his/its own accord.
With respect to the 30-day Offering Period, our Directors consider that such period is adequate for our
Company to assess any New Business Opportunity. In the event that our Company requires additional
time to assess the New Business Opportunity, our Company may give a written notice to our Controlling
Shareholders during the 30-day Offering Period and our Controlling Shareholders agree to extend the
period to a maximum of 60 Business Days.

LOCK-UP OF SHARES OF OUR CONTROLLING SHAREHOLDERS AFTER THE LISTING

Each of our Controlling Shareholders has undertaken to and covenanted with our Company, the
Sponsor, the Lead Manager, the Underwriter and the Stock Exchange that, he/it shall not in the period
commencing on the date by reference to which disclosure of the shareholding of our Controlling
Shareholders is made in this prospectus and ending on the date which is six months from the Listing
Date, sell, dispose of, nor enter into any agreement to dispose of or otherwise create any mortgage,
charge, pledge, lien, option, restriction, right of first refusal, right of pre-emption, third-party right or
interest, other encumbrance or security interest of any kind, or another type of preferential arrangement
(including, without limitation, a title transfer or retention arrangement) having similar effect in respect
of any of the Shares which he/it is shown in the prospectus to be the beneficial owners. For further
information regarding such lock-up, please refer to the paragraph headed *“Undertakings” in the section
headed “Underwriting” in this prospectus.
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CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following measures to strengthen its corporate governance practice
and to safeguard the interests of the Shareholders:

(a) the Articles provide that a Director shall not vote (nor shall he/she be counted in the quorum)
on any resolution of the Board in respect of any contract or arrangement or proposal in which
he/she or any of his/her close associates has/have a material interest, and if he/she shall do so
his/her vote shall not be counted (nor shall he/she be counted in the quorum for that
resolution), but this prohibition shall not apply to the exceptions as stated in the Articles
where such exceptions are consistent with those provided in Appendix 3 to the GEM Listing
Rules;

(b) our independent non-executive Directors will review, on an annual basis, the compliance with
the Deed of Non-competition by our Controlling Shareholders;

(c) our Controlling Shareholders undertake to provide all information requested by our Company
which is necessary for the annual review by our independent non-executive Directors and the
enforcement of the Deed of Non-competition;

(d) our Company will disclose decisions on matters reviewed by our independent non-executive
Directors relating to compliance and enforcement of the Deed of Non-competition of our
Controlling Shareholders in the annual reports of our Company;

(e) our Controlling Shareholders will make an annual declaration on compliance with the Deed
of Non-competition in the annual report of our Company;

(f) our independent non-executive Directors will be responsible for deciding whether or not to
allow our Controlling Shareholder and/or his/its close associates to involve or participate in
any business in competition with or likely to be in competition with the existing business
activity of any member of our Group within Hong Kong and such other parts of the world
where any member of our Group may operate from time to time and if so, any condition to
be imposed; and

(g) our independent non-executive Directors may appoint independent financial adviser and other
professional advisers as they consider appropriate to advise them on any matter relating to
the Deed of Non-competition or connected transaction(s) at the cost of our Company.

Further, any transaction that is proposed between our Group and/or our Controlling Shareholders
and their respective close associates will be required to comply with the requirements of the GEM
Listing Rules, including, where appropriate, the reporting, annual review, announcement and
independent shareholders’ approval requirements.

None of the members of our Group has experienced any dispute with its shareholders or among its
shareholders themselves and our Directors believe that each member of our Group has maintained
positive relationship with its shareholders. With the corporate governance measures including the
measures set out in the section headed “Relationship with our Controlling Shareholders — Corporate
Governance Measures” in this prospectus, our Directors believe that the interest of our Shareholders
will be protected.
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So far as our Directors are aware, immediately following completion of the Capitalisation Issue

and the Placing, the following persons will have interests or short positions in our Shares or underlying
Shares which would fall to be disclosed to us and the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO, or who will be directly or indirectly, interested in 10% or more of the

issued voting shares of any other member of our Group:

Long position in the Shares

Number of
Shares held/

Percentage of
shareholding
immediately

following
completion of the

Capacity/nature interested in  Capitalisation issue
Name of interest (Note 1) and the Placing
Medinet International Beneficial owner (Note 2) 585,000,000 (L) 56.25%
Mr. Chan Interest of a controlled 585,000,000 (L) 56.25%
corporation (Note 2)
Ms. Jiang Interest of spouse (Note 3) 585,000,000 (L) 56.25%
NSD Capital Beneficial owner (Note 4) 195,000,000 (L) 18.75%
Convoy Fund Management Interest of a controlled 195,000,000 (L) 18.75%
Limited (formerly known as corporation (Note 4)
DRL Capital Investment
Management Limited)
(‘5CFM77)
Convoy Financial Holdings Interest of a controlled 195,000,000 (L) 18.75%
Limited (“Convoy corporation (Note 4)
Financial )
Notes:
1. The letter “L” denotes long position of the Shares.
2. Medinet International is wholly and beneficially owned by Mr. Chan. Therefore, Mr. Chan is deemed to be interested
in the Shares held by Medinet International under the SFO. Mr. Chan is the sole director of Medinet International.
3. Ms. Jiang is the spouse of Mr. Chan. Accordingly, Ms. Jiang is deemed to be interested in the Shares deemed to be
interested by Mr. Chan under the SFO.
4. NSD Capital is an exempted company incorporated in the Cayman Islands with limited liability, the management

shares of which are wholly owned by CFM, a wholly-owned subsidiary of Convoy Financial (a company listed on
the Main Board of the Stock Exchange (stock code: 1019)). Therefore, each of CFM and Convoy Financial is
deemed to be interested in the Shares held by NSD Capital under the SFO.
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Save as disclosed above, our Directors are not aware of any other persons who will, immediately
following completion of the Capitalisation Issue and the Placing, have interests or short positions in the
Shares or underlying Shares which would be required to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will be directly or
indirectly, interested in 10% or more of the issued voting shares of any other member of our Group.
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SHARE CAPITAL

The share capital of our Company immediately following the Capitalisation Issue and the Placing
will be as follows:

Authorised share capital

HK$

5,000,000,000 Shares 50,000,000
Issued and to be issued, fully paid or credited as fully paid upon

completion of the Capitalisation Issue and the Placing:

HK$

100  Shares in issue at the date of this prospectus 1

779,999,900 Shares to be issued pursuant to the Capitalisation Issue 7,799,999

260,000,000 Shares to be issued pursuant to the Placing 2,600,000

1,040,000,000 10,400,000

The table is prepared on the basis of the Placing becoming unconditional and the Capitalisation
Issue and the issue of the Placing Shares having been completed. Based on the Placing Price, it is
expected that as at the time of Listing, the total market capitalisation of our Company will be
HK$260,000,000 (based on HK$0.25 per Placing Share) to HK$280,800,000 (based on HK$0.27 per
Placing Share).

It takes no account of any Shares which may be allotted and issued or repurchased by our
Company under the general mandates as referred to below or otherwise.

MINIMUM PUBLIC FLOAT

According to Rule 11.23(7) of the GEM Listing Rules, at the time of the Listing and at all times
thereafter, our Company must maintain the “minimum prescribed percentage” of 25% of our Company’s
issued share capital in the hands of the public.

RANKING

The Placing Shares will rank pari passu in all respects with all our Shares now in issue or to be
issued as mentioned in this prospectus, and, in particular, will qualify in full for all dividends or other
distributions declared, made or paid on our Shares in respect of a record date which falls after the date
of Listing other than participation in the Capitalisation Issue.
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CAPITALISATION ISSUE

Pursuant to the resolutions of our Shareholders passed on 19 May 2016, subject to the share
premium account of our Company being credited as a result of the Placing, our Directors are authorised
to allot and issue a total of 779,999,900 Shares credited as fully paid at par to the holder of Shares on
the register of members of our Company in proportion to their shareholdings (save that no Shareholder
shall be entitled to be allotted or issued any fraction of a Share) by way of capitalisation of the sum of
HK$7,799,999 standing to the credit of the share premium account of our Company, and our Shares to
be allotted and issued pursuant to this resolution shall rank pari passu in all respects with the existing
issued Shares.

GENERAL MANDATE TO ISSUE SHARES

Subject to the Placing becoming unconditional, the Directors have been granted a general
unconditional mandate to allot, issue and deal with the Shares or securities convertible into Shares or
options, warrants or similar rights to subscribe for Shares or such securities convertible into Shares, and
to make or grant offers, agreements or options which might require such Shares to be allotted and issued
or dealt with subject to the requirement that the number of the Shares so allotted and issued or agreed
conditionally or unconditionally to be allotted and issued (otherwise than pursuant to a rights issue, or
scrip dividend scheme or similar arrangements, or a specific authority granted by the Shareholders) shall
not exceed:

(@) 20% of the number of Shares in issue immediately following the completion of the
Capitalisation Issue and the Placing; and

(b) the number of Shares repurchased by our Company (if any) pursuant to the general mandate
to repurchase Shares referred to in the paragraph headed “General mandate to Repurchase
Shares” below.

This mandate does not cover Shares to be allotted, issued, or dealt with under a rights issue, an
issue of Shares pursuant to the exercise of subscription rights attaching to any warrants of our Company,
scrip dividends or similar arrangements for the time being adopted. This general mandate to issue Shares
will remain in effect until the earliest of:

(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting of the Company is
required by the Memorandum and the Articles or the Companies Law or any other applicable
laws of the Cayman Islands to be held; or

(c) the time when such mandate is revoked or varied by an ordinary resolution of the
Shareholders in general meeting.

For further details of this general mandate, please refer to the section headed “Further information
about our Group — Written resolutions of the Shareholders dated 19 May 2016” in Appendix VI to this
prospectus.
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GENERAL MANDATE TO REPURCHASE SHARES

Subject to the Placing becoming unconditional, our Directors have been granted a general
unconditional mandate to exercise all the powers of our Company to repurchase Shares of not more than
10% of the number of Shares in issue following the completion of the Capitalisation Issue and the
Placing.

This mandate only relates to repurchases made on GEM, or on any other stock exchange on which
the securities of our Company may be listed and which is recognised by the SFC and the Stock
Exchange for this purpose, and such repurchases are made in accordance with all applicable laws and
the requirements of the GEM Listing Rules. A summary of the relevant GEM Listing Rules is set out in
the section headed “Further Information about our Group — Repurchase by our Company of Shares” in
Appendix VI to this prospectus.

The general mandates to issue and repurchase Shares will remain in effect until the earliest of:
(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting of the Company is
required by the Memorandum and the Articles or the Companies Law or any other applicable
law of the Cayman Islands to be held; or

(c) the time when such mandate is revoked or varied by an ordinary resolution of the
Shareholders in general meeting.

For further details of this general mandate, please refer to the section headed *“Further information
about our Group — Written resolutions of the Shareholders dated 19 May 2016 in Appendix VI to this
prospectus.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING ARE
REQUIRED

As a matter of the Companies Law, an exempted company is not required by law to hold any
general meetings or class meetings. The holding of general meeting or class meeting is prescribed for
under the articles of association of a company. Accordingly, our Company will hold general meetings as
prescribed for under the Articles, a summary of which is set out in Appendix V to this prospectus.
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The following discussion of our Group’s financial condition and results of operations should be
read in conjunction with our Group’s combined financial information as of and for each of the two
years ended 31 March 2015 and the nine-month period ended 31 December 2015, including the notes
thereto, included in Appendix I to this prospectus. The financial statements have been prepared in
accordance with HKFRSs. The following discussion contains certain forward-looking statements that
involve risks and uncertainties. Our Group’s future results could differ materially from those
discussed below as a result of various factors, including those set forth under the section headed
“Risk factors” and elsewhere in this prospectus.

OVERVIEW

We are principally engaged in the provision of corporate medical and dental solutions to our
Contract Customers (which mainly comprise insurance companies and corporations in terms of revenue)
through the design and administration of tailored medical and/or dental benefits plans for the Contract
Customers and the provision of different combinations of medical and/or dental services through the
MediNet Network to the Plan Members (including members and employees of our Contract Customers),
as well as the operation of our MediNet Centres and Dental Clinics offering services to both Plan
Members and Self-paid Patients (which generally refer to patients who visit our MediNet Centres and/or
Dental Clinics and pay out of their own expenses).

As at the Latest Practicable Date, our MediNet Network comprises 361 Affiliated Clinics and 42
Affiliated Auxiliary Services Providers, as well as our two MediNet Centres and five Dental Clinics.
Our revenue mainly represents income derived from the provision of medical and dental solutions to
Contract Customers as well as the provision of medical and dental services at our MediNet Centres and
Dental Clinics to Self-paid Patients. Our costs of operations mainly include, among others, (i) fees to
Affiliated Doctors and Affiliated Auxiliary Services Providers for services provided by them to Plan
Members; (ii) costs of our medical and dental professional staff, including our MediNet Doctors,
Dentists, Dental Hygienists and other professional staff working at our MediNet Centres and Dental
Clinics; (iii) staff costs for our management, administrative and other back-office staff; (iv) rental
expenses for our various leased premises which are used as our head office as well as our MediNet
Centres and Dental Clinics; and (v) costs of medical and dental supplies such as drugs and medicine and
other consumables for use in the provision of services to both Plan Members and Self-paid Patients at
our MediNet Centres and Dental Clinics.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations and financial condition have been and will continue to be affected by a
number of factors, including those set out below and in the section headed “Risk factors” in this
prospectus:

Our ability to maintain our MediNet Network

One of our principal businesses is the provision of corporate medical and dental solutions to
our Contract Customers (which mainly comprise insurance companies and corporations in terms of
revenue) through the design and administration of tailored medical and/or dental benefits plans for
the Contract Customers and the provision of different combinations of medical and/or dental
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services through the MediNet Network to the Plan Members (including members and employees of
our Contract Customers). Our Directors consider that one of the reasons that our Contract
Customers engage us for the provision of corporate medical and/or dental solutions is our well-
established MediNet Network with more than 400 points of services across Hong Kong providing
comprehensive services accessible by Plan Members with ease.

As at the Latest Practicable Date, our MediNet Network comprises (i) our two MediNet
Centres; (ii) our five Dental Clinics; (iii) 361 Affiliated Clinics; (iv) 42 Affiliated Auxiliary
Services Providers. One of our future plans is to expand our MediNet Network by increasing the
number of Affiliated Clinics and Affiliated Auxiliary Services Providers and by broadening the
range of auxiliary services available through Affiliated Auxiliary Services Providers (as further
discussed in the section headed “Future plans and use of proceeds’), which, if succeeded, may
further enhance the attractiveness of our services for Contract Customers and Plan Members and to
further strengthen our competitive edge. On the other hand, any failure by us to maintain
relationship with our Affiliated Doctors and Affiliated Auxiliary Services Providers or any failure
to maintain sufficient number of service providers within our MediNet Network may negatively
affect the number of Contract Customers willing to engage our Group to provide medical and/or
dental solutions services, which may in turn materially and adversely affect our business, results of
operation and financial condition.

Competition from other corporate medical solutions providers

The corporate medical and dental solutions industry and the medical and dental services
industry in Hong Kong are highly competitive. While we strive to strengthen our position as an
established service provider in the industry, we face intense competition from other corporate
medical and dental solutions providers and medical and dental services providers in both the public
and private sectors in Hong Kong.

Our Contract Customers have no obligation to renew existing contracts with us upon contract
expiry. In addition, Self-paid Patients have no obligation to continue to opt for our services and
may choose service providers other than our MediNet Centres and Dental Clinics for their
treatments (including other private service providers as well as public hospitals, clinics and other
healthcare facilities).

Our ability to compete effectively with our competitors depends on a variety of factors, such
as service quality, brand recognition, geographical coverage, reputation, cost control, sufficiency of
professional staff, fees level, as well as other factors mentioned elsewhere in this section. Any
significant competitive advantages possessed by our competitors may enable them to increase their
market shares which may result in a lower profit margin and loss of market share for us. If we
cannot compete effectively or maintain or grow our market share, our business, results of
operations and financial condition may be materially and adversely affected.

Annual retainer contracts

We charge some of our Contract Customers based on an annual retainer model, under which
our Contract Customers would generally pay us a fixed amount of annual fee per Plan Member.
Such pricing model means that we will enjoy a fixed income (i.e. the fixed amount of annual fee
per Plan Member) but face the risk of an uncertain variable cost (which depends on the future
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usage of medical/dental services by the Plan Members through our MediNet Network during the
following year). Our pricing under the annual retainer model is determined based on, amongst
others, our estimation of the costs that will be incurred by us as a result of the expected level of
usage of medical/dental services by Plan Members through our MediNet Network, which in turn is
based on the historical data retained by us in respect of the actual usage of medical services by
different Plan Members through our MediNet Network in the past. However, there is no assurance
that past usage data will be indicative of future level of usage by Plan Members. In the event that
the actual usage of medical/dental services is significantly higher than our estimation, we may
experience substantially lower, or even negative, profit margins derived from our annual retainer
contracts, which could materially and adversely affect our business, results of operations and
financial position.

Cost control

Our costs of operation mainly include cost of medical and dental professional services, staff
cost, cost of medical and dental supplies, and rental expenses. Cost of medical and dental
professional services mainly represents fees paid to Affiliated Doctors and Affiliated Auxiliary
Services Providers for medical services provided to Plan Members, staff cost for our MediNet
Doctors, Dentists and other professional staff, as well as fees paid to external dentists (who are not
our own Dentists or Dental Hygienists but who are engaged by us to provide certain dental
treatments at our Dental Clinics) for dental services provided to Self-paid Patients. Rental expenses
include rental costs of our various leased premises where our head office, MediNet Centres and
Dental Clinics are located. Cost of medical and dental supplies include costs of drugs and medicine
and other consumables necessary for our MediNet Centres and Dental Clinics operations.

In the past few years, the property rental costs and the average salaries for doctors and
dentists in Hong Kong have exhibited a general increasing trend, details of which are discussed in
the section headed ‘““Industry overview” in this prospectus. If there are any significant changes in
the markets of these goods and services in Hong Kong, such as any significant changes in the
demand and supply in the professional labour markets for doctors and dentists, the property leasing
market, or the market for medical and dental supplies, our business, results of operations and
financial condition may be materially and adversely affected.

Regulations affecting the healthcare services industry

The healthcare services industry in Hong Kong is highly regulated. Our business operations
as well as the Doctors, Dentists, Affiliated Clinics, Affiliated Auxiliary Services Providers and
other medical and dental professionals working in the MediNet Network are subject to extensive
laws, regulations and licensing requirements. Please refer to the section headed “Regulatory
overview” for further information. Any changes in compliance standards or any new laws or
regulations may restrict our ability to conduct business. Further, compliance with new or additional
laws, regulations and licensing requirements may increase our Group’s operating costs and in turn,
lower our Group’s profitability. Our Group may not be able to adapt to such changes promptly and
any failure to comply with such changes in a timely manner may result in penalties and reduced
competitiveness. Please refer to the section “Risk factors — Risks relating to the industry in which
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we operate — Unpredictability as to future development on regulations and enactment of new laws
relating to the medical and/or dental industry may adversely affect our operations” for further
information.

BASIS OF PRESENTATION

Pursuant to the Reorganisation, our Company became the holding company of the companies now
comprising our Group on 11 November 2015. Our Company and its subsidiaries have been under the
common control of Mr. Chan throughout the Track Record Period or since their respective date of
incorporation, where there is a shorter period. Our Group resulting from the Reorganisation is regarded
as a continuing entity. Accordingly, the financial information of our Group has been prepared on the
basis as if our Company had always been the holding company of our Group.

The financial information of our Group has been prepared in accordance with accounting policies
which conform to HKFRSs issued by the HKICPA. In addition, the financial information includes
applicable disclosures required by the GEM Listing Rules and by the Companies Ordinance. All intra-
group assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of our Group are eliminated in full on combination.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of our Group’s financial information requires selecting accounting policies and
making estimates and judgments that affect the amount reported in the financial statements. These
estimates and assumptions are periodically re-evaluated by management and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Our Group has identified the following accounting policies as critical to an
understanding of its financial position and results of operations, because the application of these policies
requires significant management estimates, and the reporting of materially different amounts could result
if different estimates or assumptions were used. For more information regarding the Group’s significant
accounting policies and estimates, see Notes 4 and 5 to “Appendix I — Accountants’ report”.

Revenue recognition
Please refer to Note 4 of section E to “Appendix I — Accountants’ report” to this prospectus.

Please also refer to the paragraph headed ‘“Principal components of results of operations —
Revenue” below for further information regarding the recognition of revenue derived from different
types of services and contracts.

Property, plant and equipment
Please refer to Note 4 of section E to “Appendix I — Accountants’ report” to this prospectus.
Leasing

Please refer to Note 4 of section E to “Appendix I — Accountants’ report” to this prospectus.
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Impairment of accounts and other receivables and amounts due from related parties

Please refer to Note 4 of section E to “Appendix I — Accountants’ report” to this prospectus.

Taxation

Please refer to Note 4 of section E to “Appendix I — Accountants’ report” to this prospectus.

SUMMARY OF RESULTS OF OPERATIONS

The combined statements of comprehensive income during the Track Record Period are

summarised below, which have been extracted from the accountants’ report set out in Appendix I to

this prospectus:

Revenue

Other income

Other gains and losses

Medical and dental professional services
expenses

Staff cost

Depreciation of property, plant and
equipment

Cost of medical and dental supplies

Rental expenses

Other expenses

Finance costs

Listing expenses

Profit (loss) before tax
Income tax expense

Profit (loss) for the year/period
Other comprehensive income for the year/
period

Total comprehensive income
for the year/period

Earnings (loss) per share
Basic (Hong Kong cents)

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$°000 HK$°000
(unaudited)
77,520 86,933 60,437 67,333
1,582 2,234 1,791 1,882
739 717 356 (956)
(37,318) (37,960) (27,181) (31,819)
(17,937) (19,637) (15,012) (15,520)
(3,654) (3,656) (2,630) (1,906)
(2,490) (3,320) (2,729) (2,716)
(4,232) (4,323) (3,299) (3,094)
(6,471) (6,994) (5,208) (5,812)
939) (958) (730) (534)
— (300) — (9,205)
6,800 12,736 5,795 (2,347)
(1,258) (2,187) (1,078) (1,629)
5,542 10,549 4,717 (3,976)
2,616 7,691 1,690 1,652
8,158 18,240 6,407 (2,324)
0.71 1.35 0.60 (0.51)
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PRINCIPAL COMPONENTS OF RESULTS OF OPERATIONS

Revenue

During the Track Record Period, our revenue was principally generated from (i) the provision of

medical solutions to Contract Customers; (ii) the provision of dental solutions to Contract Customers;

(ii1) the provision of medical services to Self-paid Patients; and (iv) the provision of dental services to
Self-paid Patients.

The following table sets out a breakdown of our Group’s revenue during the Track Record Period

by types of services:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$'000 %  HK$'000 %  HK$'000 %  HK$000 %
(unaudited)

Medical solutions to Contract

Customers

49,344 63.7 48,313 55.6 34987 579 38,818  57.6

Dental solutions to Contract

Customers 6,431 8.3 7,194 8.3 4,680 N 5,441 8.1
Medical services to Self-paid

Patients 9,013 116 13,142 151 9,200 15.2 10,895  16.2
Dental services to

Self-paid Patients 12,732 164 18,284 _ 21.0 11,570 19.2 12,179 18.1
Total revenue 77,520 100.0 86,933 100.0 60,437 100.0 67,333 100.0

(i) Medical solutions to Contract Customers

Revenue from the provision of medical solutions to Contract Customers is mainly derived

from two types of contracts with different pricing models:

ey

()

Annual retainer model. Under the annual retainer model, our Contract Customers would
generally pay us a fixed amount of annual fee per Plan Member. Such fee is generally
payable upfront, with regular adjustments to the fee based on any changes in the
number of Plan Members enrolled. In return, each Plan Member would generally be
entitled to certain amount of medical services free of charge or at specified prices with
or without co-payments during the year from all or selected Doctors and Affiliated
Auxiliary Services Providers across the MediNet Network.

Fee-for-service model. Under the fee-for-service model, we would generally charge our
Contract Customers only when a Plan Member receives medical service through our
MediNet Network. The amount that we charge our Contract Customers is generally
determined based on a fee scale pre-agreed between us and the Contract Customers for
each type of medical service to which the Plan Members are entitled. We generally bill
our Contract Customers on a monthly basis based on the services received by the Plan
Members in the preceding month.
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For further information in relation to the above, please refer to the sections headed “Business
— Medical solutions to Contract Customers” and “Risk factors — Annual retainer contracts
entered into between us and certain Contract Customers expose us to the risk of uncertain or even
negative profit margin due to uncertain variable costs” in this prospectus.

Revenue derived from annual retainer contracts is recognised on a time proportion basis over
the terms of the respective contracts. Revenue derived from fee-for-service contracts is recognised
upon the provision of the medical services to the relevant Plan Members.

The following table sets forth a breakdown of our revenue derived from our provision of
medical solutions to Contract Customers during the Track Record Period by pricing models:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 %  HK$'000 %  HK$000 %  HK$000 %
(unaudited)
Medical solutions
— Annual retainer model 13,826  28.0 13,348  27.6 8,822 252 13,558 349
— Fee-for-service model 35,518  72.0 34,965 724 20,165 748 25,260  65.1
Total 49,344 100.0 48,313 100.0 34,987 100.0 38,818  100.0

(ii) Dental solutions to Contract Customers

Revenue from the provision of dental solutions to Contract Customers is generally derived
from annual retainer contracts, where our Contract Customers would generally pay us a fixed
amount of annual fee per Plan Member (or, where the Contract Customer is an individual, a fixed
amount of annual fee for the individual himself/herself) and in return, each Plan Member (or,
where the Contract Customer is an individual, such individual himself/herself) would generally be
entitled to certain amount of dental services free of charge or at specified prices with or without
co-payments during the year through our Dental Clinics. For further information, please refer to
the sections headed “Business — Dental solutions to Contract Customers” and “Risk factors —
Annual retainer contracts entered into between us and certain Contract Customers expose us to
the risk of uncertain or even negative profit margin due to uncertain variable costs” in this
prospectus.

Revenue derived from annual retainer contracts is recognised on a time proportion basis over
the terms of the respective contracts.
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The following table sets out a breakdown of our revenue derived from our provision of dental
solutions to Contract Customers during the Track Record Period by type of Contract Customers:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$000 %  HK$'000 %  HKS$’000 %  HK$'000 %
(unaudited)
Dental solutions
— Corporations and
insurance companies 3,857 60.0 4,644 64.6 2,725 58.2 3,386 62.2
— Individuals 2,574 40.0 2,550 354 1,955 41.8 2,055 37.8
Total 6,431  100.0 7,194 100.0 4,680  100.0 5441 100.0

(iii) Medical services to Self-paid Patients

Revenue from the provision of medical services to Self-paid Patients is recognised upon the
rendering of medical services by our MediNet Doctors at our MediNet Centres to Self-paid
Patients (which, in relation to medical services, generally refer to patients who visit our MediNet
Centres and who pay out of their own expenses, such as walk-in patients as well as Plan Members
who pay for a portion or the entire amount of fees incurred for the medical services received that
do not fall within the scope of the relevant medical benefits plans or that require co-payment). Our
MediNet Centres accept payments from Self-paid Patients by cash or credit card (and, in certain
cases, EPS).

As at the Latest Practicable Date, we operate two MediNet Centres located in Central and
Tsim Sha Tsui respectively. The following table sets forth a breakdown of our revenue derived
from the provision of medical services to Self-paid Patients by our two MediNet Centres during
the Track Record Period:

Nine-month period ended 31 December
FY2013/14 FY2014/15 2014 2015
HK$°000 %  HK$000 %  HK$'000 %  HK$'000 %
(unaudited)

MediNet Centres

Central 1,229 13.6 2,230 17.0 1,687 18.3 2,017 18.5
Tsim Sha Tsui 7,784 86.4 10,912 83.0 7,513 81.7 8,878 81.5
Total 9,013 100.0 13,142 100.0 9,200 _ 100.0 10,895  100.0

The types of medical services offered at our MediNet Centres by our MediNet Doctors to
Self-paid Patients include general practitioner consultation services, immunization services, health
assessment such as body check and female check-up services, as well as men’s health treatments.
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The following table sets forth a breakdown of our revenue derived from the provision of different
types of medical services to Self-paid Patients at our MediNet Centres during the Track Record
Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$000 % HK$'000 % HK$'000 %
(unaudited)
Medical services to
Self-paid Patients
General practice and other
auxiliary services 3,188 35.4 3,607 27.4 2,459 26.7 3,666 33.6
Men’s health treatments 5,825 64.6 9,535 72.6 6,741 73.3 7,229 66.4
Total 9,013 100.0 13,142~ 100.0 9,200  100.0 10,895  100.0

The table below sets out a breakdown of our revenue derived from the provision of medical
services to Self-paid Patients during the Track Record Period by the following three categories:

(i) the fees incurred for the treatments received by patients who are not Plan Members (i.e.
walk-in patients);

(ii) the uncovered fees incurred for the treatments received by patients who are Plan
Members but who received treatments that do not fall within the scope of the relevant
benefits plans; and

(iii) the co-payment amount for the treatments received by Plan Members who are require to
bear a certain amount of co-payments pursuant to the relevant benefits plans:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)
Fees from walk-in patients 7,860 11,916 8,347 9,924
Uncovered fees from Plan Members 1,082 1,153 801 913
Co-payments by Plan Members 71 73 52 58
Total revenue from Self-paid Patients 9,013 13,142 9,200 10,895
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The following table sets out the number of visits by Self-paid Patients to our MediNet
Centres seeking medical services during the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
Number of visits by Self-paid Patients
to our MediNet Centres who were:
— Walk-in patients 7,548 8,888 6,996 7,137
— Plan Members in category (ii)
described above 6,989 8,007 5,978 7,594
— Plan Members in category (iii)
described above 2,999 3,271 2,460 2,765
Total number of visits by Self-paid
Patients to our MediNet Centres 17,536 20,166 15,434 17,496

Accordingly, for each of FY2013/14, FY2014/15 and the nine-month period ended 31
December 2014 and 2015, the average fee paid by Self-paid Patient for medical services per visit
was, respectively:

— HKS$1,041, HK$1,341, HK$1,193 and HK$1,391 for Self-paid Patients who were walk-
in patients;

— HKS$155, HK$144, HK$134 and HK$120 for Self-paid Patients who were Plan
Members in category (ii) described above; and

—  HKS$24, HK$22, HK$21 and HK$21 for Self-paid Patients who were Plan Members in
category (iii) described above.

(iv) Dental services to Self-paid Patients

Revenue from the provision of dental services to Self-paid Patients is recognised upon the
rendering of dental services at our Dental Clinics to Self-paid Patients (which, in relation to dental
services, generally refer to patients who visit our Dental Clinics and who pay out of their own
expenses, such as walk-in patients as well as Plan Members who pay for a portion or the entire
amount of fees incurred for the dental services received that do not fall within the scope of the
relevant dental benefits plans or that require copayment). Our Dental Clinics accept payments from
Self-paid Patients by cash or credit card, with an option of credit card payment by installments
available for certain types of relatively expensive secondary dental treatments such as orthodontics.
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As at the Latest Practicable Date, we operate five Dental Clinics located in Causeway Bay,
Central, Kwun Tong, Mong Kok and Tsim Sha Tsui respectively. The following table sets forth a
breakdown of our revenue derived from the provision of dental services to Self-paid Patients by
our five Dental Clinics during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$000 %  HK$000 % HK$'000 %
(unaudited)

Dental Clinics
Central 3,365 26.4 4,950 27.1 3,438 29.7 3,348 27.5
Tsim Sha Tsui 3,781 20.7 5,584 30.5 3,240 28.0 3,781 31.0
Causeway Bay 3,138 24.7 4,784 26.2 2,694 233 2,717 22.3
Mong Kok 1,110 8.7 1,212 6.6 917 7.9 896 7.4
Kwun Tong 1,338 10.5 1,754 9.6 1,281 11.1 1,437 11.8
Total 12,732 100.0 18,284 100.0 11,570~ 100.0 12,179~ 100.0

The table below sets out a breakdown of our revenue derived from the provision of dental
services to Self-paid Patients during the Track Record Period by the following two categories:

(i) the fees incurred for the treatments received by patients who are not Plan Members (i.e.
walk-in patients); and

(ii) the uncovered fees incurred for the treatments received by patients who are Plan
Members but who received treatments that do not fall within the scope of the relevant
benefits plans:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HKS$’000 HKS$’000

(unaudited)
Fees from walk-in patients 6,005 9,400 5,164 6,267
Uncovered fees from Plan Members 6,727 8,884 6,406 5,912
Total revenue from Self-paid Patients 12,732 18,284 11,570 12,179
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The following table sets out the number of visits by Self-paid Patients to our Dental Clinics

seeking dental services during the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
Number of visits by Self-paid Patients to
our Dental Clinics who were:
— Walk-in patients 9,251 9,443 7,137 7,222
— Plan Members in category (ii)
described above 30,505 23,919 19,106 18,916
Total number of visits by Self-paid
Patients to our Dental Clinics 39,756 33,362 26,243 26,138

Accordingly, for each of FY2013/14, FY2014/15 and the nine-month periods ended 31
December 2014 and 2015, the average fee paid by Self-paid Patient for dental services per visit

was, respectively:

—  HK$649, HK$995, HK$724 and HK$868 for Self-paid Patients who were walk-in

patients; and

— HKS$221, HK$371, HK$335 and HK$313 for Self-paid Patients who were Plan

Members in category (ii) described above.

Other income

The following table sets forth a breakdown of our other income during the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)
Other service income 702 1,609 1,250 1,316
Dividend income 292 51 51 139
Imputed interest income 409 422 374 312
Bank interest income 1 2 2 1
Credit card rebate 154 148 112 113
Others 24 2 2 1
1,582 2,234 1,791 1,882
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During the Track Record Period, our other income mainly comprised:

1)

(i1)

(iii)

(iv)

v)

other service income, which mainly comprised marketing income from laboratory and other
healthcare services providers for our provision of marketing services to them, as well as other
service income for our provision of administrative and other miscellaneous services to such
laboratory and other healthcare services providers. The aforesaid marketing income is derived
as we have agreed to provide information to our patients relating to services provided by
laboratory and other healthcare services providers such as blood, urine, stool and other
testing procedures as well as other healthcare services. Such laboratory and other healthcare
services providers therefore agreed with us to pay us marketing fees based on a certain
percentage of their income derived from the provision of testing and other healthcare
services;

dividend income, which represented dividend income from certain held-for-trading equity
securities listed in Hong Kong;

imputed interest income, which represented imputed interest income from a three-year
unsecured and interest-free loan advanced by our Group to MediNet Holdings (a company
100% beneficially owned by Mr. Chan) in November 2012 with carrying amount of
approximately HK$13.0 million, HK$13.4 million and nil as at 31 March 2014, 31 March
2015 and 31 December 2015 respectively (which was fully repaid in November 2015);

bank interest income, which represented interest income earned on bank deposits; and

credit card rebates, which represented rebates from credit card companies in relation to our
use of credit card payment systems.

Other gains and losses

During the Track Record Period, the entire amounts of our other gains and losses represent gain or

loss on fair value change of held-for-trading investments, which included certain equity securities listed

in Hong Kong. Such held-for-trading investments were purchased with our idle funds in the past. For

further information regarding our held-for-trading investments, please refer to the paragraph headed

“Net current assets — Held-for-trading investments” below in this section.
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Medical and dental professional services expenses

The table below sets forth a breakdown of our medical and dental professional services expenses

during the Track Record Period:

Year ended 31 March Nine-month period ended 31 December
2014 2015 2014 2015
HK$'000 %  HK$000 %  HK$’000 %  HK$000 %
(unaudited)
Fees to Affiliated Doctors and
Affiliated Auxiliary Services
Providers and reimbursement to
Plan Members 33,305 89.2 32,936 86.8 23,566 86.7 26,391 83.0
Fees for engaging external dentists 1,496 4.0 1,807 4.7 1,138 4.2 1,699 53
Laboratory charges 2,517 0.8 3,217 8.5 2,471 9.1 3,121 9.8
Fees to MediNet Doctors — — — — — — 608 1.9

37318 100.0 37,960 100.0 27,181 100.0 31,819 100.0

Our medical and dental professional services expenses during the Track Record Period comprised:

(a)

(b)

(©

fees to Affiliated Doctors and Affiliated Auxiliary Services Providers, which represent fees
charged by Affiliated Doctors and Affiliated Auxiliary Services Providers to us for the
medical services provided by them to Plan Members;

reimbursements to Plan Members, which represent (i) fees reimbursed by us to certain Plan
Members who are covered by certain corporate medical benefits plans administered by us
under which we have agreed with the relevant Contract Customers to reimburse the relevant
Plan Members for a portion of the fees (subject to certain maximum limit per visit per day)
paid for certain types of medical services received by the Plan Members at clinics of their
own choosing that are outside of our MediNet Network; and (ii) fees reimbursed by us to
certain Plan Members who received medical services through our MediNet Network as
covered by the relevant medical benefits plans but who paid out of their own expenses as
they did not present their MediNet card or membership card when receiving such medical
services and subsequently sought reimbursements from us. Please refer to the section headed
“Business — Operation flow for corporate medical and dental solutions business —
Administering the medical/dental benefits plan” for further details with respect to the
aforesaid reimbursement arrangement;

fees for engaging external dentists, which represent fees paid to external dentists (who are
Registered Dental Practitioners not directly employed by us) whom we may from time to
time engage to perform certain secondary dental care treatments at our Dental Clinics
typically to Self-paid Patients depending on the expertise required for the relevant dental
treatments;
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(d)

(e

laboratory charges, which mainly represent fees charged by laboratories engaged by us for
blood, urine, stool and other testing procedures and X-ray imaging for our Self-paid Patients;
and

fees to MediNet Doctors, which represent fees paid to MediNet Doctors who provide medical
services at our MediNet Centres, whom we have ceased to directly employ pursuant to the
MediNet Doctors Agreements effective from 1 November 2015. For details, please refer to
the section headed “Business — Compliance and legal proceedings — MediNet Doctors
Agreements” in this prospectus.

Medical and dental professional services expenses were the most significant cost component of our

operation during the Track Record Period. Our Directors consider that changes in the general wages of

doctors and dentists in Hong Kong could affect the fees charged by Affiliated Doctors and Affiliated

Auxiliary Services Providers, thereby affecting our medical and dental professional services expenses.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations in our medical and

dental professional services expenses on our profits during the Track Record Period. The hypothetical

fluctuation rates are set at 3% and 7%, which correspond to the approximately minimum and maximum

year-on-year fluctuations in the average salary of doctors and dentists as shown in the Ipsos Report (see

section headed “Industry overview — Potential challenges — Rising cost of medical and dental

professional services” in this prospectus) and are therefore considered reasonable for the purpose of this

sensitivity

analysis:

Hypothetical fluctuations in our medical

and dental professional services expenses +3 % +7 % -3% -7 %

HK$000  HK$'000  HK$'000  HK$ 000

Change in profit before tax (Note 1)

FY2013/14 (1,120) (2,612) 1,120 2,612
FY2014/15 (1,139) (2,657) 1,139 2,657
Nine-month period ended 31 December 2015 (955) (2,227) 955 2,227

Change in profit after tax (Note 2)

FY2013/14 (935) (2,181) 935 2,181
FY2014/15 951) (2,219) 951 2,219
Nine-month period ended 31 December 2015 (797) (1,860) 797 1,860
Notes:

Our profit before tax was approximately HK$6,800,000 for FY2013/14 and approximately HK$12,736,000 for
FY2014/15. We recorded loss before tax of approximately HK$2,347,000 for the nine-month period ended 31
December 2015.

Our profit after tax was approximately HK$5,542,000 for FY2013/14 and approximately HK$10,549,000 for
FY2014/15. We recorded loss after tax of approximately HK$3,976,000 for the nine-month period ended 31
December 2015.
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Staff cost

The table below sets forth a breakdown of our staff cost during the Track Record Period:

Year ended 31 March Nine-month period ended 31 December
2014 2015 2014 2015
HKS$'000 %  HK$'000 %  HK$'000 % HKS$’000 %
(unaudited)

Staff cost:
Management and administrative staff 4,238 23.6 4,794 244 3,713 24.7 4,377 28.2
Dentists 6,310 352 7,056 359 5,365 35.8 5,668 36.5
MediNet Doctors 3,633 203 3,898 19.9 2,888 19.2 2,219 147
Other professional staff 3,756 209 3,889 19.8 3,046 203 3,196 20.6

17,937 100.0 19,637 100.0 15,012 100.0 15,520 100.0

Our staff cost during the Track Record Period comprised:

(a) staff cost for management and administrative staff, which includes salaries, retirement benefit
schemes contributions and other related costs incurred for our management, human resources,
administration, accounting, information technology, and other back-office supporting staff;

(b) staff cost for Dentists, which represent staff cost for our Dentists employed by Well Being
Dental during the Track Record Period;

(c) staff cost for MediNet Doctors, which represent staff cost for our MediNet Doctors employed
by MediNet Health Centre during the Track Record Period (please also refer to the section
headed “Business — Compliance and legal proceedings — MediNet Doctors Agreements” for
further information on the change in relation to the employment arrangement with our
MediNet Doctors); and

(d) staff cost for other professional staff, which represent staff cost for our other medical and
dental professional staff employed by us such as our Dental Hygienists, nurses and other
professional staff working at our MediNet Centres and Dental Clinics.

During the Track Record Period, no emoluments were paid by our Group to Mr. Chan or Ms. Jiang
as fees, salaries and allowances, performance related incentive payments, or retirement benefit schemes
contributions.
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Depreciation of property, plant and equipment

Depreciation of property, plant and equipment is recognised to write off the cost of property, plant
and equipment less their residual value over their estimated useful lives using the straight-line method.
Our depreciation expenses primarily relate to:

(a) a leasehold property, which was a residential property previously owned by us for use as the
residence of Mr. Chan and Ms. Jiang and which had been disposed of as at the Latest
Practicable Date to a property holding company controlled by Mr. Chan, details of which are
set out in the section headed “Business — Properties — Owned property during the Track
Record Period” in this prospectus;

(b) leasehold improvements in relation to the aforesaid residential property as well as our leased
premises for use in our operations;

(c) professional equipment, mainly including our dental equipment such as certain irradiating
apparatuses and pressure vessels installed at our Dental Clinics as described in the section
headed “Business — Medical and dental services provided through our MediNet Network —
Dental services” in this prospectus;

(d) furniture and fixtures at our various premises leased for our operations; and
(e) motor vehicles purchased for use by our Directors and staff.
Cost of medical and dental supplies

Cost of medical and dental supplies primarily represents costs of drugs and medicine and other
consumables necessary for the provision of medical and dental services at our MediNet Centres and
Dental Clinics.

Rental expenses
The table below sets forth a breakdown of our rental expenses during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)
Rental expenses for head office 821 19.4 822 19.0 616 18.7 648 20.9
Rental expenses for MediNet
Centres and Dental Clinics 3,411 80.6 3,501 81.0 2,083 81.3 2,446 79.1

4,232 100.0 4,323 100.0 3,299 100.0 3,094 100.0

- 193 -



FINANCIAL INFORMATION

Our rental expenses during the Track Record Period comprised:

(a)

(b)

rental expenses for head office, which represent rental expenses incurred for the lease of a
property for use as our head office; and

rental expenses for MediNet Centres and Dental Clinics, which represent rental expenses
incurred for the lease of various properties for use as our MediNet Centres and Dental
Clinics.

Other expenses

The table below sets forth a breakdown of our other expenses during the Track Record Period:

Nine-month period ended 31 December

FY2013/14 FY2014/15 2014 2015

HK$’000 %  HK$'000 %  HK$'000 %  HK$'000 %
(unaudited)
Utility charges 316 4.9 300 4.3 241 4.6 193 33
Rates and management fees 735 113 808  11.6 614  11.8 585 10.1
Insurance expenses 230 3.5 242 3.5 202 3.9 130 2.2
Repair and maintenance of equipment 189 29 216 3.1 120 23 126 22
Telecommunications expenses 1,104 17.1 1,051 15.0 651 12.5 696 12.0
Fees to external websites 1,021 15.8 1,114 15.9 850 16.3 1,203 20.7
Transportation and entertainment

expenses 367 5.1 293 4.2 272 52 237 4.1
Auditor’s remuneration 56 0.9 500 1.1 — — — —
Bank charges 744 115 875 125 632 121 684  11.8
Postage and printing 537 8.3 546 18 385 74 385 6.6
Cleaning expenses 225 35 186 2.7 133 2.6 147 2.5
Other general administrative expenses 947 14.6 863 123 1,108  21.3 1,426 245
6,471 100.0 6,994 100.0 5,208 100.0 5,812 100.0

Our other expenses during the Track Record Period comprised:

(a)

(b)

(©

(d)

©)

utility charges, which represent utility charges incurred including but not limited to electricity
charges, water charges and air-conditioning charges;

rates and management fees, which represent Government rates and building management fees
paid to the Government and building management companies respectively;

insurance expenses, which represent cost for maintaining our insurance policies;

repair and maintenance of equipment, which mainly represent cost of repair and maintenance
in respect of certain dental equipment owned by Well Being Dental;

telecommunications expenses, which included but not limited to telephone charges, internet
charges and websites maintenance fees;
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(f) fees to external websites, which represent fees to external websites operators for the display
of information relating to our Group’s health assessment services on those websites;

(g) transportation and entertainment expenses, which represent transportation and entertainment
expenses incurred by our Directors and staff in connection with our business operations;

(h) auditor’s remuneration, which are fees to our auditors;

(i) bank charges, which mainly included bank charges in relation to our use of credit card
payment systems at our MediNet Centres and Dental Clinics and charges for bank transfers;

(j)  postage and printing charges, which represent charges incurred for the posting and printing of
various documents including but not limited to MediNet cards for Plan Members, MediNet
Network directory pamphlets for Contract Customers, and other administrative documents;

(k) cleaning expenses, which represent expenses incurred for cleaning services engaged for our
head office, MediNet Centres and Dental Clinics;

(1) other general administrative expenses, which represent miscellaneous office administrative
expenses including but not limited to business registration fees, licenses renewal fees for
certain dental equipment owned by Well Being Dental, stationery expenses, donation
expenses, etc.

Finance costs

Our finance costs during the Track Record Period mainly represented interest expenses on our
bank borrowings and finance lease obligation for financing (i) the purchase of a residential property,
which was purchased for use as the residence of Mr. Chan and Ms. Jiang and which had been disposed
of as at the Latest Practicable Date to a property holding company controlled by Mr. Chan, details of
which are set out in the section headed “Business — Properties — Owned property during the Track
Record Period” in this prospectus; (ii) the purchase of a motor vehicle for use by our Directors and
staff; and (iii) our general business operations.

- 195 -



FINANCIAL INFORMATION

The following table sets forth a breakdown of our finance costs during the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$°000 HK$°000 HK$°000 HK$°000
(unaudited)
Interest on:
Bank borrowings wholly repayable within five
years according to scheduled repayment dates 459 515 393 299
Mortgage loan not wholly repayable within five
years according to scheduled repayment dates 457 433 328 234
Finance lease wholly repayable within
five years 23 10 9 1
939 958 730 534

Further details of our bank borrowings are disclosed in the paragraph headed “Indebtedness”
below in this section.

Listing expenses

Listing expenses represented expenses incurred in relation to the Listing. For details, please refer
to the paragraph headed “Listing expenses” below in this section.
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Income tax expense

Hong Kong profits tax has been provided at the rate of 16.5% on the estimated assessable profit
for the Track Record Period. The taxation for the Track Record Period can be reconciled to the profit
before taxation as follows:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$°000 HK$’000 HK$°000
(unaudited)
Profit (loss) before taxation 6,800 12,736 5,795 (2,347)
Tax at Hong Kong profits tax rates of
16.5% (2014:16.5%) 1,122 2,101 956 (387)
Tax effect of expenses not deductible for
tax purposes 272 253 201 1,929
Tax effect of income not taxable for tax
purposes (116) 97) (73) (88)
Tax concession (20) (70) (6) (80)
Tax effect of disposal of leasehold
property — — — 255
Income tax expenses for the year/period 1,258 2,187 1,078 1,629

Earnings before interest, tax, depreciation and amortization (“EBITDA”)

The following table sets forth the respective EBITDA of our medical and dental businesses during
the Track Record Period:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HKS$’000 HKS$’000 HKS$’000
(unaudited)
EBITDA
— Medical solutions and medical services 8,745 9,846 6,204 7,526
— Dental solutions and dental services 1,303 5,823 1,121 1,844

EBITDA is calculated by adding back the respective amounts of depreciation included in the
measure of the respective segment profits to the respective segment profits before interest and tax as
shown in note 8 to the accountants’ report set out in Appendix I to this prospectus.
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PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS

FY2014/15 compared to FY2013/14

Revenue

Our Group’s revenue increased by approximately 12.1% from approximately HK$77.5 million for
FY2013/14 to approximately HK$86.9 million for FY2014/15 mainly as a result of the combined effect
of the following:

(1)

(i1)

(iii)

Our revenue generated from the provision of medical solutions to Contract Customers slightly
decreased by approximately 2.1% from approximately HK$49.3 million for FY2013/14 to
approximately HK$48.3 million for FY2014/15. We experienced a slight decrease in the
number of our medical solutions Contract Customers under annual retainer contracts, which
led to a slight decrease in our revenue from medical solutions annual retainer contracts from
approximately HK$13.8 million for FY2013/14 to approximately HK$13.3 million for
FY2014/15. On the other hand, we experienced an increase in the number of our medical
solutions Contract Customers under fee-for-service contracts. Despite so, we experienced a
slight decrease in the usage of medical services by Plan Members through our MediNet
Network (in terms of fee-for-service revenue generated by us) as certain Plan Members chose
to receive medical services at clinics of their own choosing that are outside of our MediNet
Network and sought reimbursements from us afterwards (subject to the terms of the relevant
corporate medical benefits plans administered by us) instead of visiting our MediNet Centres
or Affiliated Clinics, resulting in a slight decrease in our revenue from medical solutions fee-
for-service contracts from approximately HK$35.5 million for FY2013/14 to approximately
HK$35.0 million for FY2014/15.

Our revenue generated from the provision of dental solutions to Contract Customers
increased by approximately 11.9% from approximately HK$6.4 million for FY2013/14 to
approximately HK$7.2 million for FY2014/15, mainly due to a general increase in our
pricing for dental solutions services to Contract Customers upon contracts renewals.

Our revenue generated from the provision of medical services to Self-paid Patients increased
by approximately 45.8% from approximately HK$9.0 million for FY2013/14 to
approximately HK$13.1 million for FY2014/15. Such increase was primarily due to a lower
base figure for FY2013/14 as a result of our temporary close down of part of our Tsim Sha
Tsui MediNet Centre for approximately two months for renovation, which affected the
business at our Tsim Sha Tsui MediNet Centre. The purposes of the renovation were, among
other things, to set up a designated separate area for our men’s health treatments services
after the renovation for higher privacy and comfort for our Self-paid Patients seeking men’s
health treatments at our MediNet Centre in Tsim Sha Tsui. In addition, we also recorded an
increase in the number of visits by Self-paid Patients who were walk-in patients to our
MediNet Centres from 7,548 in FY2013/14 to 8,888 in FY2014/15, which further contributed
to the increase in our revenue generated from the provision of medical services to Self-paid
Patients.
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(iv) Our revenue generated from the provision of dental services to Self-paid Patients increased
by approximately 43.6% from approximately HK$12.7 million for FY2013/14 to
approximately HK$18.3 million for FY2014/15. Such increase was primarily due to our
effort in encouraging our Dentists to focus more on providing secondary dental care services
with higher values (such as therapeutic and dental cosmetic care treatments) while assigning
Dental Hygienists to take care of patients requiring only basic dental care services with lower
values such as scaling and polishing. In addition, we also recorded an increase in the number
of visits by Self-paid Patients who were walk-in patients to our Dental Clinics from 9,251 in
FY2013/14 to 9,443 in FY2014/15, which further contributed to the increase in our revenue
generated from the provision of dental services to Self-paid Patients.

Other income

Our other income increased by approximately 41.2% from approximately HK$1.6 million for
FY2013/14 to approximately HK$2.2 million for FY2014/15, primarily due to an increase in other
service income which included commission income from laboratory and other healthcare services
providers. This was partially offset by a decrease in dividend income derived from listed equity
securities in Hong Kong.

Other gains and losses

Our other gains slightly decreased by approximately 3.0% from approximately HK$739,000 for
FY2013/14 to approximately HK$717,000 for FY2014/15, which was primarily due to smaller gains
recorded in FY2014/15 on fair value change of our held-for-trading investments (being listed equity
securities in Hong Kong).

Medical and dental professional services expenses

Our medical and dental professional services expenses increased by approximately 1.7% from
approximately HK$37.3 million for FY2013/14 to approximately HK$38.0 million for FY2014/15
mainly as a result of the combined effect of the following:

(i) The aggregate amount of fees to Affiliated Doctors and Affiliated Auxiliary Services
Providers and reimbursements to Plan Members amounted to approximately HK$33.3 million
for FY2013/14 and approximately HK$32.9 million for FY2014/15, representing a slight
decrease of approximately 1.1%, which was generally in line with our approximately 2.1%
decrease in revenue from the provision of medical solutions to Contract Customers.

(i1) Fees for engaging external dentists increased by approximately 20.8% from approximately
HK$1.5 million for FY2013/14 to approximately HK$1.8 million for FY2014/15 as we
experienced an increase in demand from Self-paid Patients for certain secondary dental care
services which require the expertise of external dentists specialized in those areas to carry
out.
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(iii) Laboratory charges increased by approximately 27.8% from approximately HK$2.5 million
for FY2013/14 to approximately HK$3.2 million for FY2014/15 as we experienced an
increase in demand from Self-paid Patients for medical services offered at our MediNet
Centres including health assessment services as well as dental services offered at our Dental
Clinics, resulting in an increase in our demand for laboratory testing services.

The percentage increase in our medical and dental professional services expenses was considerably
smaller than the percentage increase in our revenue. This was because the largest components of our
medical and dental professional services expenses were fees to Affiliated Doctors and Affiliated
Auxiliary Services Providers and reimbursements to Plan Members, which generally increase (or
decrease) along with an increase (or decrease) in the level of usage of medical services by Plan
Members at Affiliated Doctors and Affiliated Auxiliary Services Providers, which, in turn, tends to
increase (or decrease) along with an increase (or decrease) in our revenue from the provision of medical
solutions to Contract Customers. However, the increase in our revenue in FY2014/15 compared to
FY2013/14 was not caused by an increase in our revenue from the provision of medical solutions to
Contract Customers, but was rather caused by an increase in revenue derived from our other services
(including the provision of dental solutions to Contract Customers and the provision of medical and
dental services to Self-paid Patients), the costs of which mainly include staff costs for our medical and
dental professional staff working at our MediNet Centres and Dental Clinics which are not included in
our medical and dental professional services expenses.

Staff cost

Our staff cost increased by approximately 9.5% from approximately HK$17.9 million for
FY2013/14 to approximately HK$19.6 million for FY2014/15, primarily due to an increase in cost of
commissions to our Dentists (which generally increases along with an increase in our revenue from the
provision of dental services to Self-paid Patients because our Dentists are entitled to, in addition to
salaries, commission incomes which are determined based on certain agreed percentages of the fees or
certain fixed amounts for certain types of dental services provided) in FY2014/15.

Depreciation of property, plant and equipment

Depreciation of property, plant and equipment remained relatively stable at approximately
HK$3,654,000 for FY2013/14 and approximately HK$3,656,000 for FY2014/15 as we had no material
acquisition or disposal of property, plant and equipment during FY2013/14 and FY2014/15 except
certain additions of leasehold improvements and furniture and fixtures.

The carrying amount of our property, plant and equipment increased from approximately HK$78.9
million as at 31 March 2014 to approximately HK$85.5 million as at 31 March 2015, which was mainly
due to surplus on revaluation of a leasehold property (see “Business — Properties — Owned property
during the Track Record Period” and property valuation set out in Appendix IV to this prospectus for
further information) as recognised in our other comprehensive income.

Cost of medical and dental supplies

Our cost of medical and dental supplies increased by approximately 33.3% from approximately
HK$2.5 million for FY2013/14 to approximately HK$3.3 million for FY2014/15. Such increase was
mainly due to the increase in demand for medical and dental services from Self-paid Patients at our
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MediNet Centres and Dental Clinics as evidenced by the increase in our revenue generated from the
provision of medical and dental services to Self-paid Patients as discussed above, resulting in an
increase in our demand for medical and dental supplies necessary for the provision of medical and
dental services.

Rental expenses

Our rental expenses increased by approximately 2.2% from approximately HK$4,232,000 for
FY2013/14 to approximately HKS$4,323,000 for FY2014/15, mainly due to an increase in rental
expenses for our Tsim Sha Tsui Dental Clinic and Causeway Bay Dental Clinic as a result of renewal of
the respective tenancy agreements during FY2014/15 with increases in rents.

Other expenses

Our other expenses increased by approximately 8.1% from approximately HK$6.5 million for
FY2013/14 to approximately HK$7.0 million for FY2014/15, primarily due to an increase in auditor’s
remuneration, Government rates and building management fees.

Finance costs

Our finance costs increased slightly by approximately 2.0% from approximately HK$939,000 for
FY2013/14 to approximately HK$958,000 for FY2014/15. Such increase was mainly due to a slight
increase in the balance of our bank borrowings for financing our general operations, which was partially
offset by the decreasing principal amounts of our mortgage loan and our finance lease obligation over
time after each monthly repayment, and coupled with the relatively stable interest rates during
FY2013/14 and FY2014/15.

Listing expenses

We recognised Listing expenses of nil for FY2013/14 and approximately HK$300,000 for
FY2014/15. Please refer to the paragraph headed ‘““Listing expenses” below in this section for further
information.

Profit before tax

Due to the combined effect of the factors mentioned above including in particular the increase in
our revenue coupled with the considerably smaller increase in our medical and dental professional
services expenses as explained above, our profit before tax increased significantly by approximately
87.3% from approximately HK$6.8 million for FY2013/14 to approximately HK$12.7 million for
FY2014/15.

Income tax expense

Our income tax expense increased significantly by approximately 73.8% from approximately
HK$1.3 million for FY2013/14 to approximately HK$2.2 million for FY2014/15, mainly as a result of
the increase in our profit before tax as explained above.
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Profit for the year

As a result of the aforesaid and in particular the effect of the increase in our revenue coupled with
the considerably smaller increase in our medical and dental professional services expenses as explained
above, our profit for the year increased by approximately 90.3% from approximately HK$5.5 million for
FY2013/14 to approximately HK$10.5 million for FY2014/15.

Other comprehensive income

Our other comprehensive income significantly increased by approximately 194.0% from
approximately HK$2.6 million for FY2013/14 to approximately HK$7.7 million for FY2014/15,
primarily due to the increase in surplus on revaluation of a leasehold property (see section headed
“Business — Properties — Owned property during the Track Record Period” and property valuation set
out in Appendix IV to this prospectus for further information), which was partially offset by the deferred
tax arising from such revaluation.

Nine-month period ended 31 December 2015 compared to nine-month period ended 31 December
2014

Revenue

Our Group’s revenue increased by approximately 11.4% from approximately HK$60.4 million for
the nine-month period ended 31 December 2014 to approximately HK$67.3 million for the nine-month
period ended 31 December 2015 mainly as a result of the combined effect of the following:

(i) Our revenue generated from the provision of medical solutions to Contract Customers
increased by approximately 10.9% from approximately HK$35.0 million for the nine-month
period ended 31 December 2014 to approximately HK$38.8 million for the nine-month
period ended 31 December 2015 mainly due to the addition of certain new Contract
Customers for our medical solutions services.

(i1)) Our revenue generated from the provision of dental solutions to Contract Customers
increased by approximately 16.3% from approximately HK$4.7 million for the nine-month
period ended 31 December 2014 to approximately HK$5.4 million for the nine-month period
ended 31 December 2015 mainly due to a general increase in our pricing for dental solutions
services to Contract Customers upon contracts renewals.

(iii) Our revenue generated from the provision of medical services to Self-paid Patients increased
by approximately 18.4% from approximately HK$9.2 million for the nine-month period
ended 31 December 2014 to approximately HK$10.9 million for the nine-month period ended
31 December 2015, as we recorded an increase in the number of visits by Self-paid Patients
who were walk-in patients to our MediNet Centres from 6,996 in the nine-month period
ended 31 December 2014 to 7,137 in the nine-month period ended 31 December 2015.

(iv) Our revenue generated from the provision of dental services to Self-paid Patients increased
by approximately 5.3% from approximately HK$11.6 million for the nine-month period
ended 31 December 2014 to approximately HK$12.2 million for the nine-month period ended
31 December 2015, mainly as a result of the combined effect of (i) an increase in the average

-202 -



FINANCIAL INFORMATION

fee paid by Self-paid Patients to our Dental Clinics from HK$441 for the nine-month period
ended 31 December 2014 to HK$466 for the nine-month period ended 31 December 2015;
and (ii) slightly offset by a decrease in number of visits by Self-paid Patients to our Dental
Clinics from 26,243 for the nine-month period ended 31 December 2014 to 26,138 for the
nine-month period ended 31 December 2015 due to a slight decrease in demand from Self-
paid Patients for dental services during the period.

Other income

Other income increased by approximately 5.1% from approximately HK$1,791,000 for the nine-
month period ended 31 December 2014 to approximately HK$1,882,000 for the nine-month period
ended 31 December 2015, primarily due to an increase in other service income which included
commission income from laboratory and other healthcare services providers, as well as an increase in
dividend income derived from listed equity securities in Hong Kong.

Other gains and losses

Our other gains and losses turned from a gain of approximately HK$356,000 for the nine-month
period ended 31 December 2014 to a loss of approximately HK$956,000 for the nine-month period
ended 31 December 2015, primarily due to (i) a decrease in the fair value of our held-for-trading
investments (being listed equity securities in Hong Kong) as a result of the general downturn of the
financial markets; and (ii) an increase in loss on written off of property, plant and equipment during the
nine-month period ended 31 December 2015.

Medical and dental professional services expenses

Our medical and dental professional services expenses increased by approximately 17.1% from
approximately HK$27.2 million for the nine-month period ended 31 December 2014 to approximately
HK$31.8 million for the nine-month period ended 31 December 2015, mainly as a result of the
combined effect of the following:

(i) The aggregate amount of fees to Affiliated Doctors and Affiliated Auxiliary Services
Providers and reimbursements to Plan Members amounted to approximately HK$23.6 million
for the nine-month period ended 31 December 2014 and approximately HK$26.4 million for
the nine-month period ended 31 December 2015, representing an increase of approximately
12.0%. Such increase was mainly due to an increase in the amount of medical services
received by Plan Members through our MediNet Network or reimbursed by us as a result of
an increase in our active number of Contract Customers. The approximately 12.0% increase
in the aggregate amount of fees to Affiliated Doctors and Affiliated Auxiliary Services
Providers and reimbursements to Plan Members was also generally in line with our
approximately 10.9% increase in our revenue from the provision of medical solutions to
Contract Customers during the period as discussed above.

(i1) Fees for engaging external dentists increased by approximately 49.2% from approximately
HK$1,138,000 for the nine-month period ended 31 December 2014 to approximately
HK$1,699,000 for the nine-month period ended 31 December 2015 as we experienced an
increase in demand from Self-paid Patients for certain secondary dental care services which
require the expertise of external dentists specialized in those areas to carry out.
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(iii) Laboratory charges increased by approximately 26.0% from approximately HK$2.5 million
for the nine-month period ended 31 December 2014 to approximately HK$3.1 million for the
nine-month period ended 31 December 2015 as we experienced an increase in demand from
Self-paid Patients for medical services offered at our MediNet Centres including health
assessment services as well as dental services offered at our Dental Clinics, resulting in an
increase in our demand for laboratory testing services.

(iv) Fees to MediNet Doctors increased from nil for the nine-month period ended 31 December
2014 to approximately HK$608,000 for the nine-month period ended 31 December 2015 due
to the change in employment arrangement between our Group and our MediNet Doctors
pursuant to the MediNet Doctors Agreement effective from 1 November 2015. As a result,
fees to MediNet Doctors were recognised in ‘“Staff cost” and ‘“Medical and dental
professional services expenses” before and after such effective date, respectively. For further
details, please refer to the section headed “Business — Compliance and legal proceedings —
MediNet Doctors Agreements” in this prospectus.

Staff cost

Our staff cost increased by approximately 3.4% from approximately HK$15.0 million for the nine-
month period ended 31 December 2014 to approximately HK$15.5 million for the nine-month period
ended 31 December 2015, primarily due to a general increase in salaries for our staff in April 2015.

Depreciation of property, plant and equipment

Depreciation of property, plant and equipment decreased by approximately 27.5% from
approximately HK$2,630,000 for the nine-month period ended 31 December 2014 to approximately
HK$1,906,000 for the nine-month period ended 31 December 2015, primarily as a result of the decrease
of the carrying amount of property, plant and equipment from approximately HK$85.5 million as at 31
March 2015 to approximately HK$2.1 million as at 31 December 2015 due to the disposal of a leasehold
property (for which the completion took place on 15 October 2015). Please refer to the section
“Business — Properties — Owned property during the Track Record Period” for further details.

Cost of medical and dental supplies

Our cost of medical and dental supplies decreased by approximately 0.5% from approximately
HK$2,729,000 for the nine-month period ended 31 December 2014 to approximately HK$2,716,000 for
the nine-month period ended 31 December 2015. Such amounts for the both periods remained stable.

Rental expenses

Our rental expenses decreased by approximately 6.2% from approximately HK$3,299,000 for the
nine-month period ended 31 December 2014 to approximately HK$3,094,000 for the nine-month period
ended 31 December 2015, mainly due to a decrease in rental expenses for our Mong Kok Dental Clinic
as a result of relocation to a premises in the same district with lower rents in late 2014.
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Other expenses

Our other expenses increased by approximately 11.6% from approximately HK$5,208,000 for the
nine-month period ended 31 December 2014 to approximately HK$5,812,000 for the nine-month period
ended 31 December 2015, mainly due to an increase in fees to external websites for our business
development initiatives and an increase in our other general administrative expenses as a result of the
increased miscellaneous expenses for the Listing.

Finance costs

Our finance costs decreased by approximately 26.8% from approximately HK$730,000 for the
nine-month period ended 31 December 2014 to approximately HK$534,000 for the nine-month period
ended 31 December 2015, mainly due to the decreasing principal amounts of our mortgage loan and our
finance lease obligation over time after each monthly repayment, coupled with the relatively stable
interest rates during the periods.

Listing expenses

For each of the nine-month periods ended 31 December 2014 and 2015, we recognised Listing
expenses of nil and approximately HK$9.2 million respectively. Please refer to the paragraph headed
“Listing expenses” below in this section for further information.

Profit/(loss) before tax

Due to the combined effect of the factors mentioned above including in particular the recognition
of significant non-recurring Listing expenses of approximately HK$9.2 million for the nine-month
period ended 31 December 2015, we recorded a loss before tax of approximately HK$2.3 million for the
nine-month period ended 31 December 2015, as opposed to a profit before tax of approximately HK$5.8
million for the nine-month period ended 31 December 2014.

If the Listing expenses of approximately HK$9.2 million were excluded, we would have recorded a
profit before tax of approximately HK$6.9 million for the nine-month period ended 31 December 2015,
which was higher than the profit before tax of approximately HK$5.8 million for the nine-month period
ended 31 December 2014, mainly due to (i) increase in revenue of approximately HK$6.9 million for the
nine-month period ended 31 December 2015 as compared to the respective period in 2014 as a result of
the increase in revenue generated from the provision of medical solutions to new Contract Customers;
and partially offset by (ii) the recognition of other losses of approximately HK$1.0 million for the nine-
month period ended 31 December 2015 due to the decrease in the fair value of our held-for-trading
listed equity securities (as opposed to other gains of approximately HK$0.4 million for the nine-month
period ended 31 December 2014) as a result of the general downturn of the financial markets during the
nine-month period ended 31 December 2015; and (iii) the relatively moderate increase in medical and
dental professional services expenses, staff cost and other expenses for the nine-month period ended 31
December 2015 as compared to the respective period in 2014.
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Income tax expense

Despite the change from a profit before tax of approximately HK$5.8 million for the nine-month
period ended 31 December 2014 to a loss before tax of approximately HK$2.3 million for the nine-
month period ended 31 December 2015 as explained above, our income tax expense increased slightly
from approximately HK$1,078,000 for the nine-month period ended 31 December 2014 to approximately
HK$1,629,000 for the nine-month period ended 31 December 2015, mainly due to the effect of Listing
expenses which were not deductible for tax purposes.

Profit/(loss) for the period

As a result of the aforesaid and in particular the recognition of significant non-recurring Listing
expenses of approximately HK$9.2 million for the nine-month period ended 31 December 2015, we
recorded a loss for the period of approximately HK$4.0 million for the nine-month period ended 31
December 2015, as opposed to a profit for the period of approximately HK$4.7 million for the nine-
month period ended 31 December 2014.

If the Listing expenses of approximately HK$9.2 million were excluded, we would have recorded a
profit of approximately HK$5.2 million for the nine-month period ended 31 December 2015, which was
higher than the profit of approximately HK$4.7 million for the nine-month period ended 31 December
2014, mainly due to (i) increase in revenue of approximately HK$6.9 million for the nine-month period
ended 31 December 2015 as compared to the respective period in 2014 as a result of the increase in
revenue generated from the provision of medical solutions to new Contract Customers; and partially
offset by (ii) the recognition of other losses of approximately HK$1.0 million for the nine-month period
ended 31 December 2015 due to the decrease in the fair value of our held-for-trading listed equity
securities (as opposed to other gains of approximately HK$0.4 million for the nine-month period ended
31 December 2014) as a result of the general downturn of the financial markets during the nine-month
period ended 31 December 2015; and (iii) the relatively moderate increase in medical and dental
professional services expenses, staff cost and other expenses for the nine-month period ended 31
December 2015 as compared to the respective period in 2014.

Other comprehensive income

Our other comprehensive income decreased by approximately 2.2% from approximately
HK$1,690,000 for the nine-month period ended 31 December 2014 to approximately HK$1,652,000 for
the nine-month period ended 31 December 2015, primarily due to a decrease in surplus on revaluation of
a leasehold property (see section headed “Business — Properties — Owned property during the Track
Record Period” and property valuation set out in Appendix IV to this prospectus for further
information), which was partially offset by the deferred tax arising from such revaluation.
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Reason for the increasing percentage of revenue derived from Self-paid Patients

The following table sets out a breakdown of our revenue derived from Contract Customers and
Self-paid Patients during the Track Record Period:

Nine-month period ended 31 December
FY2013/14 FY2014/15 2014 2015
HK$’000 %  HK$’000 %  HK$'000 %  HK$'000 %
(unaudited)

Revenue derived from
Contract Customers

— Medical solutions 49,344 63.7 48,313 55.6 34,987 57.9 38,818 57.6
— Dental solutions 6,431 8.3 7,194 8.3 4,680 7.1 5,441 8.1
Sub-total 55,775 72.0 55,507 63.9 39,667 65.6 44,259 65.7

Revenue derived from
Self-paid Patients

— Medical services 9,013 11.6 13,142 15.1 9,200 15.2 10,895 16.2
— Dental services 12,732 16.4 18,284 21.0 11,570 19.2 12,179 18.1
Sub-total 21,745 28.0 31,426 36.1 20,770 34.4 23,074 34.3

77,520 100.0 86,933 100.0 60,437 100.0 67,333 100.0

The percentage of our revenue derived from Self-paid Patients increased from approximately
28.0% FY2013/14 to approximately 36.1% for FY2014/15, mainly caused by an increase in our revenue
from the provision of both medical and dental services to Self-paid Patients.

As explained above, the increase in our revenue from the provision of medical services to Self-
paid Patients in FY2014/15 was primarily due to a lower base figure for FY2013/14 as a result of our
temporary close down of part of our Tsim Sha Tsui MediNet Centre for approximately two months in
FY2013/14 for renovation, which affected the business at our Tsim Sha Tsui MediNet Centre. In
addition, we also recorded an increase in the number of visits by Self-paid Patients to our MediNet
Centres in FY2014/15, which further contributed to the increase in our revenue generated from the
provision of medical services to Self-paid Patients. On the other hand, the increase in our revenue from
the provision of dental services to Self-paid Patients in FY2014/15 was primarily due to our effort in
encouraging our Dentists to focus more on providing secondary dental care services with higher values
(such as therapeutic and dental cosmetic care treatments) while assigning Dental Hygienists to take care
of patients requiring only basic dental care services with lower values such as scaling and polishing. In
addition, we also recorded an increase in the number of visits by Self-paid Patients to our Dental Clinics
in FY2014/15, which further contributed to the increase in our revenue generated from the provision of
dental services to Self-paid Patients.

For each of the nine-month periods ended 31 December 2014 and 2015, the percentage of our
revenue derived from Self-paid Patients remained relatively steady at approximately 34.4% and 34.3%
respectively.

Going forward, our Directors intend to continue to focus on the business development of both of
our (a) provision of medical and dental solutions to Contract Customers and (b) provision of medical
and dental services to Self-paid Patients, with our business development efforts targeting at both
Contract Customers and Self-paid Patients. As disclosed in the section headed “Future plans and use of
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proceeds” in this prospectus, we intend to (i) expand the operation of our MediNet Centre and Dental
Clinic in Central and our Dental Clinic in Tsim Sha Tsui by leasing and relocating to suitable and larger
premises in the respective same districts; (ii) purchase a property for our operation of Dental Clinic in
Causeway Bay; and (iii) expand our MediNet Network by increasing the number of Affiliated Clinics
and Affiliated Auxiliary Services Providers under our MediNet Network and broadening the range of
auxiliary services coverage in the relevant corporate medical benefits plans for our Contract Customers.
Our Directors expect that such future plans will enhance our services to both Contract Customers as well
as Self-paid Patients as such future plans could, in our Directors’ opinion, potentially increase the
attractiveness of our services to both Plan Members and Self-paid Patients. The planned relocation of
our MediNet Centre and Dental Clinic in Central and our Dental Clinic in Tsim Sha Tsui will also
increase our service capacity to both Plan Members and Self-paid Patients, thereby leading to a potential
increase in revenue derived from both Contract Customers and Self-paid Patients. However, our
Directors consider that it may not be practicable to predict the effect of such future plans on the
potential changes in the percentage of our revenue derived from Contract Customers and Self-paid
Patients. Save as discussed above, our Directors currently do not foresee any material factors that could
lead to a significant change in the percentage of our revenue derived from Contract Customers and Self-
paid Patients going forward.

ACCUMULATED LOSSES

Our Group recorded accumulated losses as at 1 April 2013 and 31 March 2014 in our consolidated
statements of changes in equity:

As at
1 April 31 March 31 March 31 December
2013 2014 2015 2015

HK$’000 HK$’000 HK$’000 HK$’000

(Accumulated losses) Retained profits (14,100) (8,558) 1,991 1,612

The accumulated losses of approximately HK$14.1 million as at 1 April 2013 was mainly caused
by the combined effect of the following factors:

(i) Throughout our history up to 1 April 2013, we have declared and paid dividends in the
aggregate amount of HK$40.2 million, which significantly reduced the retained profits of our
profitable subsidiaries.

(i1) Well Being Dental acquired a residential property located at House 57, Cedar Drive, Redhill
Peninsula, Tai Tam, Hong Kong in June 2009 for use as the residence of Mr. Chan and Ms.
Jiang (see section headed “Business — Properties — Owned property during the Track
Record Period” for further information). After the acquisition of such property, Well Being
Dental incurred substantial amount of finance costs for the mortgage loan as well as
depreciation charges in relation to such leasehold property, which were unrelated to the
operation of our Group but which nonetheless resulted in Well Being Dental becoming loss-
making afterwards. Such depreciation charges and finance costs accumulated in an aggregate
amount of approximately HK$8.5 million and HK$11.2 million as at 1 April 2013 and 31
March 2014, respectively. As a result of the above and coupled with the declaration and
payment of dividends by Well Being Dental in the financial year ended 31 March 2010
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which substantially wiped out its retained profits, Well Being Dental recorded accumulated
losses as at 1 April 2013. Well Being Dental has disposed of the residential property in
October 2015 and has therefore ceased to incur the aforesaid finance costs and depreciation
charges in relation to the property.

(iii) Men’s Health Solutions recorded accumulated losses as at 1 April 2013 of approximately
HK$2.4 million. It was incorporated in October 2003 and had been loss-making up to the
financial year ended 31 March 2009. Accumulated losses amounted to approximately HK$4.4
million as at 31 March 2009. Since the financial year ended 31 March 2010, due to our
efforts in improving its operations, Men’s Health Solutions started to record profits and its
accumulated losses started to decrease. Despite this, it still recorded accumulated losses as at
1 April 2013. During FY2013/14, we temporarily closed down part of our Tsim Sha Tsui
MediNet Centre for approximately two months for renovation such that, among other things,
a designated separate area has been set up for our men’s health treatments services after the
renovation for higher privacy and comfort for our Self-paid Patients seeking men’s health
treatments at our MediNet Centre in Tsim Sha Tsui. This resulted in a substantial further
improvement in the operation and profitability of Men’s Health Solutions during the Track
Record Period.

We recorded a decrease in our accumulated losses to approximately HK$8.6 million as at 31
March 2014, which further improved to become retained profits of approximately HK$2.0 million as at
31 March 2015, mainly due to the profitable operations of our Group in FY2013/14 and FY2014/15
respectively.

As at 31 December 2015, we recorded retained profits of approximately HK$1.6 million, which
was due to our loss-making nine-month period ended 31 December 2015 mainly as a result of the
recognition of substantial amount of Listing expenses during the period.

LIQUIDITY AND CAPITAL RESOURCES

Our principal sources of funds have historically been our equity capital, cash generated from our
operations and borrowings. Our primary liquidity requirements are to finance our working capital and to
fund our business expansion. Going forward, we expect these sources to continue to be our principal
sources of liquidity, and we may use a portion of the proceeds from the Placing to finance a portion of
our liquidity requirements.

As at 31 March 2016, we had cash and bank balances of approximately HK$20.1 million and we
had no unutilised banking facilities.
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Cash flows
The following table sets forth a summary of our cash flows for the periods indicated:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$’000 HK$°000
(unaudited)
Net cash generated from (used in)
operating activities 4,830 14,125 8,659 (2,300)
Net cash (used in) generated from
investing activities (2,453) (5,365) (3,381) 15,878
Net cash generated from (used in)
financing activities 5,648 (7,450) (5,912) (3,963)
Net increase (decrease) in cash and cash
equivalents 8,025 1,310 (634) 9,615
Cash and cash equivalents at beginning
of year/period 1,190 9,215 9,215 10,525
Cash and cash equivalents at end
of year/period, represented by bank
balances and cash 9,215 10,525 8,581 20,140

Cash flows from operating activities

Our operating cash inflow is primarily derived from our revenue from the provision of medical and
dental solutions to Contract Customers and the provision of medical and dental services to Self-paid
Patients whereas our operating cash outflow mainly includes payment for medical and dental
professional services expenses, staff costs, rental expenses, purchase of medical and dental supplies, as
well as other working capital needs. Net cash generated from operations primarily consisted of profit
before tax adjusted for depreciation of property, plant and equipment, finance costs, interest income,
dividend income, unrealised gain or loss on change in fair value of held-for-trading investments, and the
effect of changes in working capital such as increase or decrease in accounts and other receivables and
payables as well as held-for-trading investments.
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The following table sets forth a reconciliation of our profit before tax to net cash generated from
operating activities:

Nine-month period
ended 31 December

FY2013/14 FY2014/15 2014 2015
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Operating activities
Profit before tax 6,800 12,736 5,795 (2,347)
Adjustments for:
Interest income (410) (424) (376) (313)
Depreciation of property, plant and

equipment 3,654 3,656 2,630 1,906
Finance costs 939 958 730 534
Dividend income (292) (51) D (139)
Unrealised loss (gain) on change in fair

value of held-for-trading investments 35 617) (256) 825
Loss on written off of property, plant and

equipment — — — 131
Operating cash flows before movements

in working capital 10,726 16,258 8,472 597
Increase in held-for-trading investments (694) (3,307) (2,224) —
(Increase) decrease in accounts and other

receivables (3,993) (2,124) 1,034 (2,791)
(Decrease) increase in accounts and other

payables (1,068) 926 1,439 (110)
Cash generated from (used in) operations 4,971 16,001 8,721 (2,304)
Hong Kong profits tax (paid) refunded (141) (1,876) (62) 4
Net cash from (used in) operating

activities 4,830 14,125 8,659 (2,300)

Cash flows from operating activities can be affected considerably by factors such as the amount
and timing of collection of accounts receivables from customers as well as the amount and timing of
payment of accounts payables to suppliers during our ordinary course of business. During the Track
Record Period, our cash flows from operating activities were also affected by cash flows arising from

the trading of held-for-trading investments.

For each of FY2013/14 and FY2014/15, we recorded net cash generated from operating activities
of approximately HK$4.8 million and approximately HK$14.1 million respectively, which was mainly as
a result of cash generated from our profitable operations, while partially offset by net cash used in
purchasing held-for-trading listed equity securities in Hong Kong.
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For the nine-month period ended 31 December 2015, we recorded net cash used in operating
activities of approximately HK$2.3 million due to our loss recorded for the period, which was mainly
because a substantial amount of Listing expenses was recognised for the period but which had not yet
been paid as of 31 December 2015.

Cash flows from investing activities

During the Track Record Period, our cash inflows from investing activities included dividends
received from held-for-trading equity securities, repayments from related parties and Mr. Chan to us and
interest received from bank deposits, while our cash outflows from investing activities included cash
used in leasehold improvements, purchase of professional equipment and furniture and fixtures as well
as cash advances from us to related parties and Mr. Chan.

For FY2013/14, we recorded net cash used in investing activities of approximately HK$2.5 million
million, which was mainly due to cash used in (i) leasehold improvements and purchase of professional
equipment and furniture and fixtures which amounted to an aggregate of approximately HK$1.7 million;
and (ii) cash advances to various related parties which amounted to an aggregate of approximately
HKS$1.1 million; which were partially offset by dividends and interest received.

For FY2014/15, we recorded net cash used in investing activities of approximately HK$5.4
million, which was mainly due to cash used in (i) cash advances to related parties which amounted to an
aggregate of approximately HK$4.9 million; and (ii) leasehold improvements and purchase of
professional equipment and furniture and fixtures which amounted to an aggregate of approximately
HKS$1.2 million; which were partially offset by repayment from related parties as well as dividends and
interest received.

For nine-month period ended 31 December 2015, we recorded net cash generated from investing
activities of approximately HK$15.9 million, which was mainly due to cash generated from (i)
repayment from Mr. Chan of approximately HK$20.2 million; and (ii) dividends received from held-for-
trading equity securities which amounted to approximately HK$139,000, partially offset by (i) cash
advances to related parties and Mr. Chan which amounted to an aggregate of approximately HK$3.9
million; and (ii) leasehold improvements and purchase of professional equipment and furniture and
fixtures which amounted to an aggregate of approximately HK$481,000.

Cash flows from financing activities

During the Track Record Period, our cash inflows from financing activities mainly included
proceeds from new borrowings, advances from Mr. Chan, advances from related parties, and proceeds
from issue of shares, while our cash outflows from financing activities mainly included cash used in
repayments of borrowings, repayments to related parties and Mr. Chan, and payment of interest on
borrowings.

For FY2013/14, we recorded net cash generated from financing activities of approximately HK$5.6
million, which was mainly due to cash generated from proceeds from new bank borrowings of
approximately HK$16.5 million and advances from Mr. Chan and related parties in the aggregate
amount of approximately HK$5.9 million, partially offset by repayments of bank borrowings and finance
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lease obligation in the aggregate amount of approximately HK$7.3 million, payment of interest of
approximately HK$0.9 million, and repayments of amounts due to related parties and Mr. Chan in the
aggregate amount of approximately HK$8.5 million.

For FY2014/15, we recorded net cash used in financing activities of approximately HK$7.5
million, which was mainly due to cash used in repayment of bank borrowings and finance lease
obligation in the aggregate amount of approximately HK$3.0 million, payment of interest of
approximately HK$1.0 million, and repayment of amounts due to related parties and Mr. Chan in the
aggregate amount of approximately HKS$5.8 million, partially offset by proceeds from new bank
borrowings of HK$1.9 million and advance from Mr. Chan of approximately HK$0.5 million.

For the nine-month period ended 31 December 2015, we recorded net cash used in financing
activities of approximately HK$4.0 million, which was mainly due to cash used in repayment of bank
borrowings and finance lease obligation in the aggregate amount of approximately HK$2.3 million,
payment of interest of approximately HK$0.5 million, and repayment of amounts due to related parties
and Mr. Chan of approximately HK$1.4 million.

Capital expenditures

Our business operations do not require a substantial amount of investments in machinery or
equipment save as certain professional equipment installed at our Dental Clinics for use in the provision
of dental services to Plan Members and Self-paid Patients. For each of FY2013/14, FY2014/15 and the
nine-month period ended 31 December 2015, our capital expenditures for additions of professional
equipment amounted to approximately HK$70,000, HK$116,000 and HK$128,000 respectively.

During the Track Record Period, we had other capital expenditures incurred for leasehold
improvements in respect of our various premises for use in our operations as well as for purchases of
furniture and fixtures for our various premises.

The following table sets out a breakdown of our capital expenditures during the Track Record

Period:
Nine-month
period ended
31 December
FY2013/14 FY2014/15 2015
HK$’000 HKS$’000 HKS$’000
Leasehold improvements 1,094 996 231
Professional equipment 70 116 128
Furniture and fixtures 531 123 122
1,695 1,235 481

Working capital

Our Directors are of the opinion that, taking into consideration our internal resources, cash
generated from our operation, and the estimated net proceeds from the Placing, we have sufficient
working capital for our present requirements for at least 12 months from the date of this prospectus.
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NET CURRENT ASSETS

The following table sets forth the breakdown of our Group’s current assets and liabilities as at the
dates indicated:

As at As at
As at 31 March 31 December 31 March
2014 2015 2015 2016
HK$’000 HK$’000 HK$°000 HK$’000
(unaudited)
Current assets

Held-for-trading investments 659 4,583 3,758 3,413
Accounts and other receivables 14,166 12,143 14,818 17,720
Amounts due from related parties 1,803 19,394 92 352
Amount due from a director — — 185 660
Bank balances and cash 9,215 10,525 20,140 22,054
Inventory — — — 504
25,843 46,645 38,993 44,703

Current liabilities
Accounts and other payables 18,046 18,972 18,862 24,137
Amount due to a director 6,420 1,496 — —
Amounts due to related parties 969 522 — —
Bank borrowings 18,764 19,136 — —
Obligation under a finance lease 343 88 — —
Taxation payable 826 911 2,474 602
45,368 41,125 21,336 24,739
Net current (liabilities) assets (19,525) 5,520 17,657 19,964

We recorded net current liabilities of approximately HK$19.5 million as at 31 March 2014. The
net current liabilities position was primarily due to (i) the lock-up of a significant amount of our
financial resources in the form of a leasehold property which was classified under our non-current asset;
(ii) the current portion of the mortgage loan in connection with such property which was classified
under our current liabilities; and (iii) the classification of a substantial amount due from a related party
(being MediNet Holdings) of approximately HK$13.0 million under our non-current asset (rather than
current asset) as at 31 March 2014 because such amount due from MediNet Holdings represented a
three-year unsecured and interest-free loan advanced by our Group to MediNet Holdings in November
2012 and was therefore non-current (i.e. not to be repaid within 12 months) as at 31 March 2014 (and
such amount was subsequently re-classified under our current assets as at 31 March 2015 as such
amount due from MediNet Holdings became repayable within 12 months as at those respective reporting
dates and was fully repaid in November 2015).
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The aforesaid leasehold property was a residential property located at House 57, Cedar Drive,
Redhill Peninsula, Tai Tam, Hong Kong which was purchased by Well Being Dental in June 2009 for
use as the residence of Mr. Chan and Ms. Jiang. It was pledged as security for mortgage loan with an
outstanding principal amount of approximately HK$20.2 million, HK$19.1 million and nil as at 31
March 2014, 31 March 2015 and 31 December 2015 respectively. Well Being Dental has, on 12 August
2015, entered into a sale and purchase agreement for the disposal of such property for a consideration of
HK$83.5 million and the completion of such disposal took place on 15 October 2015. For further
information regarding the property, please refer to the section “Business — Properties — Owned
property during the Track Record Period” in this prospectus and the property valuation set out in
Appendix IV to this prospectus. For further information regarding our borrowings, please refer to the
paragraph headed “Indebtedness” below in this section.

As at 31 March 2015, we ceased to be in a net current liabilities position and we recorded net
current assets of approximately HK$5.5 million. This was primarily due to the combined effect of (i)
increase in our current assets as a result of our profitable operations and cash inflows generated from
our operating activities; (ii) the re-classification of a substantial amount due from a related party (being
MediNet Holdings) from non-current asset to current asset as discussed above.

As at 31 December 2015, our net current asset significantly increased to approximately HK$17.7
million. This was mainly because (i) all bank borrowings were settled upon the disposal of the leasehold
property by Well Being Dental, as mentioned above; and (ii) amounts due from related parties decreased
and bank balances and cash increased as compared to that as at 31 March 2015 mainly as a result of the
repayment from related parties during the nine-month period ended 31 December 2015.

As at 31 March 2016, being the latest practicable date for ascertaining our net current assets
position, our net current asset further increased to approximately HK$20.0 million, mainly due to an
increase in our current assets including accounts receivables and bank balances and cash generated from
our operations.

Further discussions of the fluctuations in the key components of our net current assets are set forth
in the following paragraphs.

Held-for-trading investments

As at 31 March 2014, 31 March 2015 and 31 December 2015, we had held-for-trading investments
which amounted to approximately HK$659,000, HK$4,583,000 and HK$3,758,000 respectively. Such
held-for-trading investments included certain equity securities listed on the Stock Exchange, which were
purchased with our idle funds in the past and held for trading purposes.

We have no intention to 