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EXPECTED TIMETABLE"

Our Company will issue an announcement in Hong Kong to be published in the South
China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and on
the website of our Company at www.cmereye.com and the website of the Stock Exchange at
www.hkexnews.hk if there is any change in the following expected timetable of the Global
Offering. All times and dates stated below refer to Hong Kong local times and dates. Further
information on the Global Offering, including the conditions of the Global Offering, is set
forth in the section headed “Structure and Conditions of the Global Offering” in this
prospectus.

2018

Latest time to lodge PINK Application Forms. .......................... 12:00 noon on
Friday, 5 January

Latest time to complete electronic applications under WHITE
Form elPO service through the designated website at
www.eipo.com.hk'® ... 11:30 a.m. on
Monday, 8 January

Application Lists open™ . .. ... L 11:45 a.m. on
Monday, 8 January

Latest time to lodge WHITE and YELLOW Application Forms. . ........... 12:00 noon on
Monday, 8 January

Latest time to give electronic application instructions to
HKSCC Y . 12:00 noon on
Monday, 8 January

Latest time to complete payment of WHITE Form elPO
applications by effecting Internet banking transfer(s) or
PPS payment transfer(s) .. ........ . 12:00 noon on
Monday, 8 January

Application Lists Close . ... ... o 12:00 noon on
Monday, 8 January

Price Determination Date®™ .. ... ... .. .. .. ... ... Monday, 8 January

(1) Announcement of the final Offer Price, the level of the
applications in the Hong Kong Public Offering, the level of
indication of interest in the International Offering and the
basis of allotment of the Hong Kong Offer Shares to be
published in the South China Morning Post (in English)
and Hong Kong Economic Times (in Chinese) on or before......... Friday, 12 January



EXPECTED TIMETABLE"

(2) Results of allocations (with successful applicants’
Identification document numbers or Hong Kong business
registration numbers) of the Hong Kong Public Offering
will be available through a variety of channels as set forth
in the section headed “How to Apply for our Hong Kong
Offer Shares and Employee Reserved Shares” in this

PrOSPECtUS. . o o o e

(3) A full announcement of the Hong Kong Public Offering
containing (1) and (2) above to be published on the website
of the Stock Exchange at www.hkexnews.hk‘® and our

Company’s website at www.cmereye.com(” from . ............

Results of allocations in the Hong Kong Public Offering will be
available at www.iporesults.com.hk (alternatively: English
https:/Iwww.eipo.com.hk/en/Allotment; Chinese
https://www.eipo.com.hk/zh-hk/Allotment) with a “search by

ID function™ . .. ...

Despatch of White Form e-Refund payment instructions/refund
cheques in respect of wholly and partially successful (if
applicable) and wholly and partially unsuccessful applications

(€]

under the Hong Kong Public Offering on or before*™ . ..........

Despatch of Share certificates of our Offer Shares or deposit of
Share certificates of Offer Shares into CCASS in respect of

wholly or partially successful applications under the Hong
(9)(10)

Kong Public Offering on or before™*"™ . ... ..................

Dealings in Shares on the Stock Exchange expected to

commence at 9:00 a.m. on .. ... ...

2018

..... Friday, 12 January

..... Friday, 12 January

..... Friday, 12 January

..... Friday, 12 January

..... Friday, 12 January

Monday, 15 January

The application for the Hong Kong Offer Shares and Employee Reserved Shares will

commence on Friday, 29 December 2017 through Monday, 8 January 2018 and Friday, 5
January 2018, respectively. Such time period is longer than the normal market practice of
four days. The application monies (including the brokerage fees, SFC transaction levies and
Stock Exchange trading fees) will be held by the receiving bank on behalf of our Company
and the refund monies, if any, will be returned to the applicants without interest on Friday,
12 January 2018. Investors should be aware that the dealings in our Shares on the Stock
Exchange are expected to commence on Monday, 15 January 2018.

Notes:

(1)  All times refer to Hong Kong local time, except as otherwise stated.
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EXPECTED TIMETABLE"

(2

3)

C)

(%)

(6)
)

(®)

)

You will not be permitted to submit your application to the White Form elPO Service Provider through the
designed website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have
already submitted your application and obtained an application reference number from the designated website
prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application monies) until 12:00 noon on the last day for submitting applications, when the Application Lists
close.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any
time between 9:00 a.m. and 12:00 noon on Monday, 8 January 2018, the Application Lists will not open on
that day. Further information is set forth in the section headed “How to Apply for our Hong Kong Offer
Shares and Employee Reserved Shares — 10. Effect of bad weather on the opening of the Application Lists” in
this prospectus. If the Application Lists do not open and close on Monday, 8 January 2018, the dates
mentioned in this section may be affected. An announcement will be made by us in such event.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to Apply for our Hong Kong Offer Shares and Employee Reserved
Shares — Applying by giving electronic application instructions to HKSCC via CCASS” in this prospectus.

The Offer Price is expected to be determined by Monday, 8 January 2018, but in any event, the expected time
for determination of the Offer Price will not be later than Friday, 12 January 2018. If, for any reason, the Offer
Price is not agreed between the Sole Global Coordinator and Sole Bookrunner (acting in such capacity and as
the Underwriter) and our Company on or before Friday, 12 January 2018, the Global Offering will not
proceed.

The announcement will be available for viewing on the Stock Exchange’s website at www.hkexnews.hk.

Neither our Company’s website nor any of the information contained on our Company’s website forms part of
this prospectus.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful
applications in the event that the final Offer Price is less than the price payable for each Offer Share on
application. Part of the applicant’s Hong Kong identity card number or passport number, or, if the application
is made by joint applicants, part of the Hong Kong identity card number or passport number of the
first-named applicant, provided by the applicant(s) may be printed on the refund cheque, if any. Such data
would also be transferred to a third party for refund purposes. Banks may require verification of an
applicant’s Hong Kong identity card number or passport number before cashing the refund cheque. Inaccurate
completion of an applicant’s Hong Kong identity card number or passport number may lead to delay in
encashment of, or may invalidate, the refund cheque.

Applicants who have applied on WHITE Application Forms for 1,000,000 or more Hong Kong Offer Shares
under the Hong Kong Public Offering and have provided all required information may collect any refund
cheques and Share certificates in person from our Hong Kong Share Registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong between 9:00 a.m. to 1:00 p.m. on Friday, 12 January 2018. Applicants being individuals
who are eligible for collection in person must not authorise any other person to make collection on their
behalf. Applicants being corporations who are eligible for collection in person must attend by their authorised
representatives bearing letters of authorisation from their corporation stamped with the corporation’s chop.
Both individuals and authorised representatives of corporations must produce, at the time of collection,
identification and (where applicable) authorisation documents acceptable to our Hong Kong Share Registrar.

Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares
and have provided all required information may collect their refund cheques, if any, in person but may not
collect their Share certificates as such Share certificates will be deposited into CCASS for the credit of their
designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as
appropriate. The procedures for collection of refund cheques for YELLOW Application Form applicants are
the same as those for WHITE Application Form applicants.
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(10)

Applicants who have applied through the WHITE Form elPO service for 1,000,000 or more Hong Kong Offer
Shares can collect their Share certificates (if any) in person from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong between 9:00 a.m. to 1:00 p.m. on Friday, 12 January 2018. For
applicants who apply through the WHITE Form elPO service and paid the application monies from a single
bank account, e-Refund payment instructions (if any) will be despatch to their application payment bank
account on Friday, 12 January 2018. For applicants who apply through the WHITE Form elPO service and
used multi-bank accounts to pay the application monies, the refund cheques will be despatch to the address
specified in their electronic application instruction to the WHITE Form elPO Service Provider on or before
Friday, 12 January 2018.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to Apply for our Hong Kong Offer Shares and Employee Reserved
Shares” in this prospectus. Uncollected Share certificates and/or refund cheques will be despatch by ordinary
post, at the applicants’ own risk to the addresses specified in the relevant applications. Further information is
set forth in the section headed “How to Apply for our Hong Kong Offer Shares and Employee Reserved Shares
— 14. Despatch/collection of Share certificates and refund monies” in this prospectus.

Share certificates for our Offer Shares will only become valid certificates of title at 8:00 a.m. on Monday,

15 January 2018 provided that (i) the Global Offering has become unconditional in all respects; and (ii) the
Underwriting Agreements have not been terminated in accordance with its terms.

Further information on the structure of the Global Offering, including the conditions

thereto, is set forth in the section headed “Structure and Conditions of the Global Offering”
in this prospectus.

Prospective investors of our Offer Shares should note that the Hong Kong Underwriter is

entitled to terminate its obligations under the Hong Kong Underwriting Agreement by notice in
writing to us given by the Sole Global Coordinator and Sole Bookrunner (acting in such capacity
and as the Hong Kong Underwriter) upon the occurrence of any of the events set forth in the

section headed “Underwriting — Underwriting arrangements and expenses — Hong Kong Public

Offering — Grounds for termination” in this prospectus at any time prior to 8:00 a.m. (Hong
Kong time) on the day on which dealings in our Shares commence on the Stock Exchange.
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SUMMARY AND HIGHLIGHTS

This section 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 and
is qualified in its entirety by and should be read in conjunction with, the full text of this
prospectus. You should read this prospectus in its entirety before you decide to invest in our
Hong Kong Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing
in our Hong Kong Offer Shares are set forth in the section headed “Risk Factors” in this
prospectus. You should read that section carefully before you decide to invest in our Hong
Kong Offer Shares.

Various expressions used in this section are defined or explained in the section headed

“Definitions” in this prospectus.

OVERVIEW

We are one of the leading ophthalmic service providers in Hong Kong and Guangdong
Province established under the brand of “C-MER Dennis Lam (7 #FEMJIE#)”. Headquartered
in Hong Kong, we became the first foreign investor to wholly own an eye hospital in the PRC.
Our Shenzhen C-MER Dennis Lam Eye Hospital (Il 7 #5MIE AR B B B%), established in
March 2013, is the first and as of the Latest Practicable Date, one of the only two Hong Kong
privately-owned hospitals established under CEPA according to the Frost & Sullivan Report.
Leveraging our experience in Hong Kong in offering ophthalmic services of international
standard in treating a wide range of common to rare and complex eye problems and our first
mover advantage in the PRC, we believe we have established one of the leading ophthalmic
practices in Shenzhen. Our eye hospital operated by Shenzhen C-MER Hospital ranked third
amongst 113 public and private hospitals in Shenzhen in 2016 (overall) and ranked second in
the first quarter of 2017 in the quarterly surveys of “Patient Satisfaction” (i AT )
conducted by the Shenzhen Health Commission. With the experience from our eye hospital in
Shenzhen, we have established our second eye hospital in Beijing, which is the second Hong
Kong privately-owned hospital established under CEPA according to the Frost & Sullivan
Report, for the purpose of expanding our service network into Northern China. Our eye
hospital in Beijing is planned to commence business operations in January 2018.

Our business was founded in Hong Kong in January 2012 by Dr. Dennis LAM, an
ophthalmic surgeon with over 30 years of clinical experience. Since then, our business has
grown rapidly to include the Central Eye Centre, the Mongkok Surgery Centre and four
Satellite Clinics in different locations in Hong Kong. Our fifth Satellite Clinic is expected to
open in the first quarter of 2018. According to the Frost & Sullivan Report, our Hong Kong
practice under the brand of “C-MER Dennis Lam & Partners (i ZE5MNEHE IR AL H1.00)> is the
second largest eye centre in Hong Kong private ophthalmic service market in 2016 in terms of
revenue with a market share of 4.7%, and enjoyed the highest revenue growth in terms of
percentages during the period from 2014 to 2016, among the five largest ophthalmic service
providers in Hong Kong, achieving a CAGR of 29.6%. We believe our eye hospital operated
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SUMMARY AND HIGHLIGHTS

by Shenzhen C-MER Hospital has also been a success. According to the Frost & Sullivan
Report, our eye hospital operated by Shenzhen C-MER Hospital ranked third in the private
ophthalmic service market in Guangdong Province in 2016 in terms of revenue with a market
share of 5.4%.

We specialise in offering treatment and therapy services for ophthalmic diseases which
include, amongst others, cataract, corneal and external eye diseases, glaucoma, vitreoretinal
and macular diseases, as well as ancillary treatment by way of acupuncture and traditional
Chinese medicine. Our business is led by our ophthalmologists and physicians and supported
by management professionals with intensive experience. Guided by our doctor-led
management team, we focus on the quality of our ophthalmic services and our patient
experience and devote resources to allow our ophthalmologists and physicians to adhere to the
international standard of professionalism, ethics and responsibility in providing our
ophthalmic services. We are also committed to recruiting qualified ophthalmologists and
physicians to form a comprehensive medical team.

As of the Latest Practicable Date, we had nine ophthalmologists practising in Hong
Kong (including Dr. Dennis LAM) and 29 physicians in the PRC. Three of our PRC
physicians are overseas ophthalmologists resident in the PRC.

As part of our business strategies, we plan to further expand our service network in Hong
Kong and into other strategic locations in the PRC, including selected first-tier PRC cities and
other cities in the Guangdong-Hong Kong-Macau Big Bay Area (‘& {# K #[&). During the
three years ended 31 December 2016, we experienced a rapid growth and recorded a revenue of
HK$156.5 million, HK$198.9 million and HK$248.7 million, respectively. Our revenue during
the six months ended 30 June 2017 amounted to HK$140.4 million, representing a significant
growth of 21.8% as compared with HK$115.3 million during the six months ended 30 June
2016. Our net profit also increased from HK$22.4 million in 2014, to HK$38.4 million in 2015
and to HK$46.9 million in 2016, with our net profit increased from HKS$20.6 million during
the six months ended 30 June 2016 to HK$25.4 million during the six months ended 30 June
2017, representing a significant increase of 23.2%.

OUR STRENGTHS

We believe that we have the following strengths:

—  We are one of the leading ophthalmic service providers in Hong Kong and Guangdong
Province.

—  We offer comprehensive ophthalmic services of international standard to treat eye
problems from common to rare and complex conditions.

—  We are led by a team of ophthalmologists, which allows us to focus on the quality of our
services and our patient experience.

8.2
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—  We are well positioned to capture the growing demand for mid-to-high end private
ophthalmic services in the PRC.

—  We have a visionary and experienced management team with in-depth industry
knowledge.

Further information on our strengths is set forth in the section headed “Business — Our
strengths” from page 129 to page 134 in this prospectus.

OUR STRATEGIES
We intend to implement the following strategies:

—  Establish or acquire eye hospitals, eye centre and clinics in Hong Kong and selected PRC
cities including cities in Eastern China, Southwest or Central China and the
Guangdong-Hong Kong-Macau Big Bay Area.

—  Improve our operational capacity and service capability.
—  Identify suitable strategic partners for collaboration.

Further information on our strategies is set forth in the section headed “Business — Our
strategies” from page 134 to page 136 in this prospectus.

OUR SERVICES

We offer a comprehensive range of ophthalmic care, diagnostic, medical and surgical
treatment services at our ophthalmic service network in Hong Kong and our eye hospitals
operated by Shenzhen C-MER Hospital and Beijing C-MER Hospital. The extensive skills
and knowledge of our ophthalmologists and physicians enables us to offer treatments and
surgeries for a wide range of eye problems, from common issues to rare and complex
conditions. In particular, our ophthalmologists in Hong Kong and physicians in the PRC are
specialised in performing surgeries in relation to (a) cataract and intraocular lens implant; (b)
refractive correction; (c) corneal and external eye diseases; (d) glaucoma; (e) vitreoretinal
diseases; (f) oculoplastics and orbital diseases; and (g) squint and paediatric ophthalmology.

We aim to provide quality services and effective treatments to our clients. Our clinics and
hospitals are designed to provide easy access, streamlined registration and check-out
procedures. Our services may be categorised into (i) basic investigations; (ii) consultation; (iii)
special investigations; (iv) treatments and procedures; (v) pharmaceuticals and optical
prescriptions; and (vi) surgical interventions. Further information on our pricing strategies is
set forth in the section headed “Business — Pricing” from page 160 to page 161 in this
prospectus.
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FINANCIAL AND OPERATIONAL INFORMATION

The following sets forth our audited consolidated statements of comprehensive income
for the years and periods indicated:

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
(Unaudited)

Revenue - - - - - - - - oo v v 156,472 198,851 248,659 115,310 140,449
Cost of revenue - - - -+ - - oo oo (97,429) (119,150) (153,683) (72,018) (77,755)
Gross profit - - - -+ - o 59,043 79,701 94,976 43,292 62,694
Selling expenses -+« « « - oo (2,918) (4,694) (7,874) (3,621) (4,235)
Administrative expenses

- Listing expenses -« - -« oo - - - - (7,974)

— Other administrative expenses - - - - - - (27,676) (26,454) (30,534) (14,076) (16,832)
Other income, net - - - - -+« v oo 201 547 1,497 817 078
Other gains, net « «+ « - -+ -+ oo 279 520 1,463 342 286
Operating profit - - - - - - - - - -~ - ... 28,929 49,620 59,528 26,754 34,617
Finance expenses « - -« -+« oo (966) (1,189) (932) (511) (334)
Profit before income tax - - - - - - - - - .- 27,963 48,431 58,596 26,243 34,283
Income tax expense - - - c s (5,602) (10,074) (11,709) (5,667) (8,927)
Profit for the year/period - - - - - - - - - - 22,361 38,357 46,887 20,576 25,356
Item that may be subsequently reclassified to

profit or loss
Currency translation

differences - - - - - oo (724) (2,222) (3,869) (457) 2,077
Total other comprehensive (loss)/income for

the year/period - - - - - - (724) (2,222) (3,869) (457) 2,077
Total comprehensive income attributable to

owners of the Company - - - - - - - .- .. 21,637 36,135 43,018 20,119 27,433
Earnings per Share for profit attributable to

owners of the Company during the

year/period (expressed in HK$ per Share)

—basic: - - 66.92 114.80 140.32 61.58 74.61

—diluted - - 66.92 114.80 140.32 61.58 74.39
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The amount of the currency translation differences represents the differences in the
exchange rates between our reporting currency and the foreign currencies at the beginning and
the end of the reporting year/period. These exchange differences are charged to our
consolidated statement of comprehensive income because they are relating to the translation
of foreign operations as of the respective reporting dates and arising in the preparation of our
audited consolidated financial statements. Due to the significant depreciation of RMB against
HKS$ in 2016 of 5.3%, the translation of RMB into HKS resulted in a significant exchange loss
on translation of foreign operations. Due to the appreciation of RMB for the six months
ended 30 June 2017 of 3.1%, there was an exchange gain on translation of our operations in
the PRC.

Our revenue consisted of surgery fees and consultancy and other medical service fees
charged to our clients and the sales of vision aid products. Our cost of revenue includes the
cost incurred by us on medical consumables and supplies, eye drops, pharmaceuticals and
intraocular lens used or sold by us as part of our services and the amount of consultancy fee
paid to our Hong Kong Ophthalmologists under the revenue-sharing arrangement as part of

the Cooperative Agreements.

The following sets forth our condensed consolidated balance sheet as of the dates

indicated:
As of 31 December As of
2014 2015 2016 30 June 2017
HKS$’000 HK3$’000 HK3’000 HK3$’000

Non-current assets- - -« - -« -« 49,898 41,824 42,752 67,506
Current assets « -« -« oo 52,919 90,551 85,890 244,222
Total assets « -+« - v v oo v 102,817 132,375 128,642 311,728
Non-current liabilities- - - -« - -« 7,271 6,963 1,186 932
Current liabilities- - - -+« -+ oo o oo 64,733 58,464 64,024 75,888
Total liabilities: - - -+« - -+ v oo v oot 72,004 65,427 65,210 76,820
Net current (liabilities)/assets - - - - - - (11,814) 32,087 21,866 168,334
Net assets/Total equity « -« -« -+ 30,813 66,948 63,432 234,908

As of 31 December 2014, we had net current liabilities of HK$11.8 million, which was
due to the addition of property, plant and equipment (being non-current assets) in the prior
years financed by increased amount of short-term borrowings (which was treated as our
current liability) and the amount withdrawn by Dr. Dennis LAM for his personal use. As of 31
December 2015 and 2016 and 30 June 2017, we had net current assets of HK$32.1 million,
HK$21.9 million and HK$168.3 million, respectively.
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SUMMARY AND HIGHLIGHTS

NUMBER OF CLIENT VISITS AND AVERAGE SPENDING

The tables below set forth the key operational information of our ophthalmic service

networks in Hong Kong and the eye hospital operated by Shenzhen C-MER Hospital in the

PRC during the Track Record Period:

Hong Kong

Number of client visits
Consultation and other medical

SEIVICES + + « v v v v v vt
Surgeries ....................

Average consultation and other

medical services fee - - - - - - - -
Average surgery fee - - - - oo

PRC

Number of out-patient visits
Consultation and other medical

Services ....................
Surgeries ....................

Number of in-patient visits - - - - - - -

Average consultation and other

medical service fee - - - - - oo
Average surgery fee - - - - -

Year ended 31 December

Six months ended 30 June

2014 2015 2016 2016 2017
20,129 23,848 32,873 16,420 19,284
2,408 2,553 3,062 1,601 1,646
22,537 26,401 35,935 18,021 20,930
HKS$ HKS$ HKS$ HKS$ HKS$
1,582 1,554 1,590 1,449 1,552
26,100 32,815 35,141 30,949 35,037

Year ended 31 December

Six months ended 30 June

2014 2015 2016 2016 2017
26,739 33,576 43,930 20,517 26,659
1,553 2,074 2,730 1,309 1,697
28,292 35,650 46,660 21,826 28,356
615 892 1,103 466 626
HK$ HK$ HK$ HK$ HK$
967 953 835 838 797
19,975 17,950 13,855 14,236 13,770
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SUMMARY AND HIGHLIGHTS

Further information on the number of client visits and average spending is set forth in
the sections headed “Business — Our Business — Hong Kong — Operational information”
from page 138 to page 139 in this prospectus, “Business — Our Business — PRC —
Operational information” from page 145 to page 146 in this prospectus and “Financial
Information — Components of our audited consolidated statements of profit or loss and

other comprehensive income — Revenue” from page 236 to page 241 in this prospectus.

OUR PROFESSIONAL TEAM OF OPHTHALMOLOGISTS AND PHYSICIANS

As of the Latest Practicable Date, we had nine ophthalmologists practising in Hong
Kong (including Dr. Dennis LAM) and have employed 29 physicians in the PRC (including
those permitted for multi-site practices). Further information on our team is set forth in the
sections headed “Business — Our Business — Hong Kong — Our professional team” from
page 139 to page 140 and “Business — Our Business — PRC — Our professional team” from
page 146 to page 147 in this prospectus. During Track Record Period, our revenue in Hong
Kong was generated from the ophthalmic services provided by the eight practicing
ophthalmologists (including Dr. Dennis LAM). Consistent with the industry norm, we have
entered into the Cooperative Agreements with our Hong Kong Ophthalmologists pursuant to
which we have agreed to share with them 35.0% to 70.0% of the revenue generated from their
practice, after deducting our charges on using our equipment, operating theatres and medical
consumables. Further information on the Cooperative Agreements is set forth in the section
headed “Business — Our Business — Hong Kong — Terms of Cooperation Agreements” from
page 140 to page 142 in this prospectus.

Dr. Dennis LAM is our founder and one of our Controlling Shareholders and as such, we
have not entered into any revenue-sharing arrangement with Dr. Dennis LAM in relation to
his ophthalmic services rendered for us. During the three years ended 31 December 2016, Dr.
Dennis LAM received compensation in the amount of HKS$4.4 million, HK$8.8 million,
HKS$6.6 million, respectively. During the six months ended 30 June 2016 and 2017, Dr. Dennis
LAM received compensation in the amount of HKS$3.1 million and HKS$1.5 million,
respectively. Such amounts received by Dr. Dennis LAM during the Track Record Period
represented the total amount of compensation for all services rendered by Dr. Dennis LAM
for us. Following the Listing, the current compensation arrangement with Dr. Dennis LAM
will remain unchanged so long as he remains to be an executive Director and a Controlling
Shareholder. Dr. Dennis LAM has entered into a three-year director’s service contract with us
which will be effective from 13 December 2017, pursuant to which Dr. Dennis LAM will
receive a fixed amount of compensation of HK$6.0 million per annum (including an annual
director’s fee of HKS$240,000) after the Listing for all services (including the ophthalmic
services) to be rendered for us and in the capacity as the Chairman of our Board, our Chief
Executive Officer and an executive Director. The scope of services (including the ophthalmic
services) to be provided by Dr. Dennis LAM following the Listing will be identical to the
services provided by him during the Track Record Period.
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SUMMARY AND HIGHLIGHTS

Following the initial term of three years under the director’s service contract, it is
proposed that any renewal of such director’s service contract, including the basis and the
amount of annual compensation payable thereunder, will be subject to the approval of our
independent Shareholders. It will also be one of the terms of the director’s service contract
that the annual compensation payable to Dr. Dennis LAM will be in fixed amount and any
adjustment thereto in the next term of three years cannot be more than 15% of the annual
compensation in the previous term on the basis that the annual amount of revenue generated
by Dr. Dennis LAM will continue to grow during the term. If there is any decrease in the
amount of revenue generated by the services rendered by Dr. Dennis LAM for us in any year,
the amount of his annual compensation in the following year during the term will not be
adjusted upward. This adjustment mechanism is required to be observed by the Remuneration
Committee unless otherwise approved by our independent Shareholders at general meetings of

our Company following the Listing.

Pro forma impact on our profitability

Based on the highest revenue-sharing percentage sets forth in the Cooperative
Agreements, being 70%, of the revenue (after deducting the charges of using our equipment,
operating theatres and medical consumables) generated by the services rendered by Dr. Dennis
LAM for us in Hong Kong and the higher of (a) the compensation amounts for physicians
employed by us or other comparable companies and (b) the annual salary paid by us to our
physicians in the PRC, and taking into consideration the expertise, experience and reputation
of Dr. Dennis LAM in the industry, the additional amount received by Dr. Dennis LAM (after
taxation) would have been HK$12.5 million, HK$16.1 million and HK$17.4 million for the
three years ended 31 December 2016, respectively, and HK$9.4 million for the six months
ended 30 June 2017. The following table sets forth an illustration of the pro forma impact on

our operating results during the Track Record Period:

Six months
Year ended 31 December Jp
2014 2015 2016 30 June 2017
HKS$000 HKS$’000 HKS$’000 HKS$’000
Profit for the year/period (audited) - - (a) 22,361 38,357 46,887 25,356
Additional pro forma amount of
compensation would have been
received by Dr. Dennis LAM® . . .. (b) (12,449) (16,086) (17,434) (9,384)
Pro forma profit for the year/period
(unaudited) - - - (a)-(b) 9,912 22,271 29,453 15,972
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SUMMARY AND HIGHLIGHTS

Note:

(1) The above adjustments to our profit for the year/period for the Track Record Period are presented for
illustration of the pro forma impact on our profitability if the amount of total compensation received by Dr.
Dennis LAM were based on a revenue-sharing compensation arrangement with reference to his expertise,
experience and reputation in Hong Kong and a comparable remuneration arrangement for our physicians in
the PRC. The amount of the adjustments and the consequential impact on our profitability set forth above do
not represent our historical operating results during the Track Record Period or otherwise form part of the
audited financial information of our Group during the same period set forth in this prospectus.

Further information on the above is set forth in the sections headed “Business — Our
Business — Hong Kong — Remuneration received and to be received by Dr. Dennis LAM”

from page 142 to page 144 in this prospectus and “Financial Information — Analysis of the
impact of the compensation arrangement with Dr. Dennis LAM during the Track Record

Period” from page 252 to page 256 in this prospectus.

LIQUIDITY AND CAPITAL RESOURCES

The following sets forth our condensed statements of cash flows for the years/periods

indicated:

Year ended 31 December

Six months ended 30 June

2014 2015 2016 2016 2017
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
(Unaudited)

Net cash generated from operating

ACHIVIties « « v v v 42,606 50,545 53,497 27,482 34,425
Net cash used in investing activities - - (28,372) (25,739) (13,821) (27,887) (47,856)
Net cash (used in)/generated from

financing activities « -« -+« - - -+ - - (6,112) (13,007) (3,048) 4,338 135,698
Net increase in cash and cash

equivalents - - 8,122 11,799 36,628 3,933 122,267
Cash and cash equivalents at

beginning of year/period - - - - 2,900 11,246 23,348 23,348 58,760
Currency translation differences - - - - - 224 303 (1,216) (44) 1,202
Cash and cash equivalents at end of

the year/period -+« 11,246 23,348 58,760 27,237 182,229
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SUMMARY AND HIGHLIGHTS

KEY FINANCIAL RATIOS

The following sets forth the key financial ratios indicating our performance for the
years/periods indicated:

Six months
Year ended 31 December ended 30 June
2014 2015 2016 2017
Revenue growth (%) - - - - -+ N/A 27.1 25.0 21.8
Gross profit margin (%) - -« - -« 37.7 40.1 38.2 44.6
Net profit growth (%) - - N/A 71.5 22.2 23.2
Net profit margin (%) ----------- 14.3 19.3 18.9 18.1
Return on equity (%6) - - -« v o 72.6 57.3 73.9 21.6
Return on total assets (%) - - - - - - - 21.7 29.0 36.4 16.3
As of
As of 31 December 30 June
2014 2015 2016 2017
Gearing ratio (%) (Note) -------- 142.4 49.8 29.2 8.3
Current ratio (times) -« - -+« -+« - 0.8 1.5 1.3 3.2
Quick ratio (times) - - 0.8 1.5 1.3 3.2

Note: Gearing ratio is calculated based on our bank borrowings and other borrowings divided by total equity as of
the end of each reporting year/period and multiplied by 100%.

Further information on the above financial ratios is set forth in the section headed
“Financial Information — Key financial ratios” from page 293 to page 295 in this prospectus.

OUR CLIENTS AND SUPPLIERS

During the Track Record Period, our clients primarily consisted of (i) individual clients;
and (ii) corporate clients, which include insurance companies and medical scheme providers,
with which we entered into contractual arrangements for the provision our services. During
the Track Record Period, individual clients represented a significant portion of our client
base. Revenue generated from our individual clients represented 97.3%, 96.9%, 97.8% and
97.7% of our total revenue, respectively for the Track Record Period. During the same period,
our five largest clients accounted for 3.0%, 3.4%, 2.4% and 2.8% of our total revenue,
respectively, of which 1.7%, 1.9%, 1.2% and 1.5% of our total revenue was generated from our
largest client, which was an insurance company. To the best knowledge and belief of our
Directors, our five largest clients during the Track Record Period are Independent Third
Parties and none of our Directors or their close associates or any Shareholders (which to the
best knowledge of our Directors beneficially own more than 5.0% of our Shares) had any
interests in any of our five largest clients during the Track Record Period.

Further information on our clients is set forth in the section headed “Business — Our
clients” on page 153 in this prospectus.

- S-10 -



SUMMARY AND HIGHLIGHTS

Our suppliers during the Track Record Period primarily included distributors of
pharmaceuticals, medical consumables and intraocular lenses. During the Track Record
Period, our five largest suppliers accounted for 62.1%, 56.5%, 55.8% and 56.5% of our total
purchases, respectively. These five largest suppliers include suppliers of pharmaceuticals,
medical consumables and intraocular lenses. For the same period, our largest supplier
accounted for 24.2%, 23.2%, 22.5% and 23.5% of our total purchases, respectively. To the best
knowledge and belief of our Directors, our five largest suppliers during the Track Record
Period are Independent Third Parties and none of our Directors or their close associates or
any Shareholders (which to the best knowledge of our Directors beneficially own more than
5.0% of our Shares) had any interests in any of our five largest suppliers during the Track
Record Period. During the Track Record Period, none of our major suppliers were also our
major clients.

Further information on our suppliers is set forth in the section headed “Business — Our
Suppliers” from page 153 to page 160 in this prospectus.

APPLICATION FOR THE HONG KONG OFFER SHARES AND EMPLOYEE RESERVED
SHARES

The application for the Hong Kong Offer Shares and Employee Reserved Shares will
commence on Friday, 29 December 2017 through Monday, 8 January 2018 and Friday, 5
January 2018, respectively. Such time period is longer than the normal market practice of four
days. The application monies (including the brokerage fees, SFC transaction levies and Stock
Exchange trading fees) will be held by the receiving bank on behalf of our Company and the
refund monies, if any, will be returned to the applicants without interest on Friday, 12 January
2018. Investors should be aware that the dealings in our Shares on the Stock Exchange are
expected to commence on Monday, 15 January 2018.

OFFER STATISTICS

Offer size « -« - - oo Initially 197,000,000 Shares, representing 19.7% of the
enlarged number of Shares in issue (subject to the
Over-allotment Option)"

Offer structure - - - - -« - - - - - - oo Initially 90% International Offering and 10% Hong
Kong Public Offering (subject to re-allocation and the
Over-allotment Option)

Over-allotment Option- - - - - - - - - - Up to 15% of the initial number of our Offer Shares

Offer Price -+« -+ -+ v oo oot HK$2.35 to HK$2.90 for each Share

Based on the low end of the Based on the high end of

indicative range of the the indicative range of the
Offer Price of HK$2.35 Offer Price of HK$2.90
Market capitalisation of our Shares® - - - - - HK$2,350 million HK$2,900 million
Unaudited pro forma adjusted net tangible
asset value per Share® -.............. HK$0.66 HK$0.76
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Notes:

(1

(2

3)

The public float of our Company will include our Shares held by (a) the Pre-IPO Tranche A Investors (other
than Mr. LAM Tak Kwan, the father of Dr. Dennis LAM, and Dr. LAU Johnson Yiu-Nam, our independent
non-executive Director); and (b) the Pre-IPO Tranche B Corporate Investors. Taking into consideration the
shareholding of these investors, the public float of our Company shall be 25.05% of the enlarged number of
Shares in issue following completion of the Global Offering and Capitalisation Issue.

All statistics in this table are based on the assumption that the Over-allotment Option, the Pre-IPO Share
Options and any option that may be granted under the Post-IPO Share Option Scheme is not exercised. The
calculation of the market capitalisation is based on 1,000,000,000 Shares which are expected to be issued and
outstanding following completion of the Global Offering and the Capitalisation Issue.

The unaudited pro forma adjusted net tangible asset value per Share are calculated based on 1,000,000,000
Shares, being the number of Shares expected to be in issue immediately following completion of the Global
Offering without taking into consideration of any Shares which may be allotted and issued pursuant to the
exercise of the Over-allotment Option, the Pre-IPO Share Options and any option that may be granted under
the Post-IPO Share Option Scheme.

USE OF NET PROCEEDS FROM THE GLOBAL OFFERING

Assuming that the Over-allotment Option is not exercised, the net proceeds from the

Global Offering, after deducting the estimated Listing expenses (including underwriting
commission) of HK$50.0 million, will be HK$468.1 million based on the mid-point of the
indicative range of the Offer Price of HK$2.63. Our Directors intend to use the net proceeds
for the following purposes:

HKS$198.8 million, or 42.5% of the total net proceeds from the Global Offering, for
possible acquisition of three operating eye hospitals in selected PRC cities. As of the date
of this prospectus, we have yet to identify any business or hospital for our acquisition
purpose.

HKS$188.9 million, or 40.4% of the total net proceeds from the Global Offering, for
establishing three eye hospitals in selected PRC cities. As of the date of this prospectus,
we plan to establish eye hospitals in selected cities in each of (a) Eastern China (Ningbo
or Hangzhou); (b) Southwest or Central China (Zhengzhou); and (c) the Guangdong —
Hong Kong — Macau Big Bay Area (B K#E ), but we have yet to determine at
which cities our new eye hospitals will be established.

We do not have any experience in operating eye hospitals in the regions in the PRC where
we plan to acquire or establish new eye hospitals. We have conducted feasibility studies
prior to the establishment of each Satellite Clinic in Hong Kong and the eye hospital
currently operated by Shenzhen C-MER Hospital and will conduct feasibility studies
prior to establishment of new eye hospitals. Further information on such feasibility
studies is set forth in the section headed “Reasons for the Listing, Proposed Use of Net
Proceeds from the Global Offering and Expansion Plans — Our expansion plans —
Feasibility studies conducted by us on our expansion plans” on page 220 in this
prospectus.
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Based on our understanding of the business environment, industry and competition
landscape and demographics information of the major cities in the selected regions in the
PRC, our Directors believe that our business plan of establishing new eye hospitals in
these regions are feasible. Further information on the criteria in selecting the PRC cities
for acquiring or establishing new eye hospitals is set forth in the section headed “Reasons
for the Listing, Proposed Use of Net Proceeds from the Global Offering and Expansion
Plans — Our expansion plans — Selection criteria of the locations of our new Satellite
clinics and eye hospitals in the PRC” on page 224 in this prospectus.

—  HKS$20.0 million, or 4.2% of the total net proceeds from the Global Offering, for
establishing two Satellite Clinics in Shenzhen, the PRC.

—  HK$39.7 million, or 8.5% of the total net proceeds from the Global Offering, for
upgrading our medical equipment and enhancing our information technology system in
Hong Kong and the PRC.

—  HKS$20.7 million, or 4.4% of the total net proceeds from the Global Offering, for our
working capital and general corporate purpose.

Further information on the use of net proceeds from the Global Offering is set forth in
the section headed “Reasons for the Listing, Proposed Use of Net Proceeds from the Global
Offering and Expansion Plans” from page 216 to page 227 in this prospectus.

OUR CONTROLLING SHAREHOLDERS

Immediately after completion of the Global Offering and the Capitalisation Issue
(without taking into consideration any Shares which may be issued upon the exercise of the
Over-allotment Option, the options granted under the Pre-IPO Share Option Scheme and any
option that may be granted under the Post-IPO Share Option Scheme), C-MER Group, Dr.
Dennis LAM and Ms. LI are a group of our Controlling Shareholders. The following table sets
forth the number of Shares held by C-MER Group immediately after completion of the
Global Offering and the Capitalisation Issue:

Immediately after completion of
the Global Offering and the
Capitalisation Issue (without taking into
consideration any Shares which may be
issued upon the exercise of the
Over-allotment Option, the options

granted under the Pre-IPO Share

Option Scheme and any option that may
be granted under the Post-IPO Share
Option Scheme)

Number of Shares %
C-MER Group .................................... 722’696’756 72.3
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C-MER Group is a company incorporated in the BVI and is owned as to 70.0% by Dr.
Dennis LAM and 30.0% by Ms. LI. Ms. LI is the spouse of Dr. Dennis LAM, and both of
them have been managing and operating our business collectively and reaching consensus
before making major decisions in respect of our business. Both Dr. Dennis LAM and Ms. LI
will continue to act jointly following the Listing so far as the exercise of the voting rights
attached with our Shares (through C-MER Group) is concerned.

Further information on our Controlling Shareholders is set forth in the section headed
“Controlling Shareholders and Substantial Shareholders” on page 211 in this prospectus.

PRE-IPO INVESTMENT

We completed the Pre-IPO Tranche A Investment on 30 May 2017 upon which we have
received a total amount of HK$40.0 million for an aggregate of 14,851 Shares allotted and
issued to the Pre-IPO Tranche A Investors, representing 4.0% of our Shares in issue
immediately before completion of the Global Offering and the Capitalisation Issue (without
taking into consideration any Shares that may be allotted and issued pursuant to the exercise
of the Pre-IPO Share Options). Amongst the Pre-IPO Tranche A Investors are Mr. LAM Tak
Kwan, the father of Dr. Dennis LAM, and Dr. LAU Johnson Yiu-Nam holding 18,750,221
Shares and 8,030,865 Shares, respectively, representing 1.88% and 0.80% of our Shares in issue
immediately following completion of the Global Offering and the Capitalisation Issue
(without taking into consideration any Shares which may be allotted and issued upon the
exercise of the Over-allotment Option, the options granted under the Pre-IPO Share Option
Scheme and any option that may be granted under the Post-IPO Share Option Scheme).

The shareholdings of Mr. LAM Tak Kwan and Dr. LAU Johnson Yiu-Nam are not
considered as part of the public float of our Company upon Listing. The other Pre-IPO
Tranche A Investors are Independent Third Parties and the aggregate shareholding of 0.53%
will be treated as part of the public float of our Company upon Listing.

We completed the Pre-IPO Tranche B Investment on 6 June 2017 upon which we have
received a total amount of HK$102.0 million for an aggregate of 22,277 Shares allotted and
issued to the Pre-IPO Tranche B Corporate Investors, representing 6.0% of our Shares in issue
immediately before completion of the Global Offering and the Capitalisation Issue (without
taking into consideration any Shares that may be allotted and issued pursuant to the exercise
of the Pre-IPO Share Options). The Pre-IPO Tranche B Corporate Investors are companies
beneficially owned by, amongst others, Sun Hung Kai Properties Limited (stock code: 0016)
and Dr. Allan ZEMAN and are Independent Third Parties. Following completion of the
Global Offering and the Capitalisation Issue (without taking into consideration any Shares
which may be allotted and issued upon the exercise of the Over-allotment Option, the options
granted under the Pre-IPO Share Option Scheme and any option that may be granted under
the Post-IPO Share Option Scheme), their aggregate shareholding is 4.82% and will be treated
as part of the public float of our Company upon Listing.
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Further information on the Pre-IPO Investment is set forth in the section headed
“Pre-1PO Investment” from page 120 to page 127 in this prospectus.

PRE-IPO SHARE OPTION SCHEME

Following the adoption of the Pre-IPO Share Option Scheme and as of the Latest
Practicable Date, an aggregate of 46,765,000 Pre-IPO Share Options have been conditionally
granted, representing 4.68% of our Shares in issue immediately after completion of the Global
Offering and the Capitalisation Issue (without taking into consideration any Shares which
may be allotted and issued upon the exercise of the Over-allotment Option, the options
granted under the Pre-IPO Share Option Scheme and any option that may be granted under
the Post-IPO Share Option Scheme), to 140 Grantees, including three Connected Grantees,
seven Doctor Grantees, five Consultant Grantees, two members of our senior management
team, our employees in Hong Kong and our physicians and employees in the PRC.

The exercise price in respect of each Pre-IPO Share Option is in the range between
HKS$0.1 per Share and HKS$1.0 per Share for different tranches of Grantees. No further share
options will be granted under the Pre-IPO Share Option Scheme.

As of the Latest Practicable Date, all of the Pre-IPO Share Options were not exercised
and remained outstanding. Assuming full vesting and exercise of the outstanding Pre-IPO
Share Options, the shareholding percentage of our Shareholders immediately following the
Listing would be diluted by 4.47% as calculated based on 1,046,765,000 Shares then in issue
(without taking into account any Share which may be allotted and issued upon the exercise of
the Over-allotment Option and any option that may be granted under the Post-IPO Share
Option Scheme) and the dilution effect on our earnings per Share would be 4.47%.

In addition, we are required to recognise share-based compensation as expenses. We
estimate that the share-based compensation expenses to be recognised in the four years ending
31 December 2020 for the Pre-IPO Share Options will amount to HK$6.6 million, HK$6.3
million, HK$3.0 million and HK$0.7 million, respectively.

As agreed with our Pre-IPO Tranche B Corporate Investors, the maximum number of the
Pre-IPO Share Options that may be granted shall not be more than 7.0% of the number of our
Shares in issue immediately after completion of the Global Offering and the Capitalisation
Issue (without taking into consideration any Share which may be allotted and issued upon the
exercise of the Over-allotment Option and any option that may be granted under the Post-IPO
Share Option Scheme).

Further information on the principal terms of the Pre-IPO Share Option Scheme and the
Grantees are set forth in the section headed “History, Development and Reorganisation —
Pre-IPO Share Options” from page 116 to page 119 in this prospectus and the paragraphs
under “D. Share Option Schemes — 1 Pre-IPO Share Option Scheme” in Appendix IV from
page IV-17 to page 1V-25 in this prospectus.
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POST-IPO SHARE OPTION SCHEME

Pursuant to the resolutions of our Sharecholders passed on 13 December 2017, we have
conditionally adopted the Post-IPO Share Option Scheme. No option has been granted under
the Post-IPO Share Option Scheme. The principal terms of the Post-IPO Share Option Scheme
are set forth in the paragraphs under “D. Share Option Schemes — 2 Post-IPO Share Option
Scheme” in Appendix IV from page 1V-25 to page 1V-36 in this prospectus.

DIVIDENDS

During the Track Record Period, we declared and paid dividend to C-MER Group in the
amount of nil, nil, HK$46.5 million and nil, respectively. The dividend was settled by way of
offsetting part of the amount due from Dr. Dennis LAM and Ms. LI and C-MER Group. Dr.
Dennis LAM and Ms. LI are the shareholders of C-MER Group, and there was no dividend
declared and paid by us to Dr. Dennis LAM and Ms. LI during the Track Record Period.

On 30 September 2017, our Company declared a special interim dividend of HK$100.0
million to our Shareholders. As part of the arrangements under the Pre-IPO Investment, Dr.
Dennis LAM, being one of our Controlling Shareholders, is entitled to such dividends. Hence,
the total amount of the special interim dividend of HK$100.0 million has been paid to Dr.
Dennis LAM, net of the amount due from our Controlling Shareholders, by way of cash from
our internally generated financial resources. The arrangement on the dividend entitlement of
Dr. Dennis LAM before the Listing has been negotiated between the Pre-IPO Investors and
our Controlling Shareholders on an arm’s length basis upon normal commercial terms taking
into consideration our estimated future performance and business plans.

We will not have any dividend policy or fixed dividend pay-out ratio to be adopted
following the Listing. Any amount of dividends to be declared and paid by our Company
following the Listing will be determined at the discretion of our Directors taking into
consideration our future operations and earnings, our business development, capital
requirements and surplus, general financial conditions, contractual restrictions and such other
factors as our Directors consider appropriate. Any declaration and payment as well as the
amount of dividends will be subject to the Articles and Cayman Companies Law. No dividend
shall be declared or paid except out of our distributable profit and funds that are lawfully
available for distribution under the Cayman Companies Law.

LISTING EXPENSES

Assuming that the Over-allotment Option is not exercised, the Listing expenses
(including underwriting commission) are estimated to be HK$50.0 million (based on the
mid-point of the indicative range of the Offer Price of HK$2.63), of which an amount of
HK$8.0 million has been charged to the consolidated statements of comprehensive income for
the six months ended 30 June 2017. We expect that an amount of HK$26.8 million will be
charged to the consolidated statements of comprehensive income for the year ending 31
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SUMMARY AND HIGHLIGHTS

December 2017 and HK$23.2 million will be accounted for as a deduction from equity upon
Listing. This amount of Listing expenses could have an adverse impact on our profitability for

the year ending 31 December 2017.

Our Directors consider that our operating results for the years ending 31 December 2017

will be affected by the Listing expenses.

PRINCIPAL RISK FACTORS

There are risks associated with any investment, which may be broadly categorised into (a)
risks relating to our business and industry; (b) risks relating to the PRC; and (c) risks relating
to the Global Offering. In addition, there are uncertainties in relation to the possible reform

of the regulatory framework in Hong Kong. We believe that our major risks include:

—  We rely on the leadership and services of our Chairman, Chief Executive Officer and
executive Director, Dr. Dennis LAM, and our inability to retain his services could
adversely affect our business and financial conditions, operating results and business
prospects. The revenue generated by the services provided by Dr. Dennis LAM amounted
to HK$66.7 million, HK$88.7 million and HK$81.5 million, which accounted for 42.6%,
44.6% and 32.8% of our total revenue, during the three years ended 31 December 2016,
respectively. During the six months ended 30 June 2016 and 2017, the revenue generated
by Dr. Dennis LAM amounted to HKS$39.1 million and HKS$41.4 million, which
accounted for 33.9% and 29.5% of our total revenue, respectively.

—  Our business depends significantly on the reputation of Dr. Dennis LAM and any
negative publicity and allegations in the media against Dr. Dennis LAM could materially
and adversely affect our business and financial conditions, operating results and business
prospects.

— We may not be able to recruit and retain sufficient number of ophthalmologists/
physicians.

—  Malpractice, medical negligence or misconduct claims could adversely affect our business
and financial conditions, operating results and business prospects.

—  Our business depends significantly on our reputation, and any failure to develop,
maintain and enhance our reputation, or any negative publicity and allegations in the
media against us, could materially and adversely affect our business and financial
conditions, operating results and business prospects.

Further information on the risk factors is set forth in the section headed “Risk Factors”
from page 23 to page 49 in this prospectus.
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SUMMARY AND HIGHLIGHTS

NON-COMPLIANCE INCIDENTS

In May 2017, the Medical Council informed Dr. Dennis LAM and our Hong Kong
Ophthalmologists that a complaint had been received on their failure to take adequate steps to
prevent the display of a signboard or a signboard on a background, which was ornate,
graphical and illuminated, outside our Satellite Clinic in Yuen Long opened for business in
January 2014. On 29 September 2017, the Preliminary Investigation Committee (PIC) of
Medical Council has confirmed that no disciplinary inquiry on the matter would be held and
the matter has been concluded.

We are also involved in a number of non-compliance incidents in the PRC, and none of
these proceedings is important to our business operations.

Further information on the legal proceedings is set forth in the section headed “Business
— Non-compliance incidents” from page 175 to page 178 in this prospectus.

LITIGATION AND CLAIMS

As set forth in the section headed “Risk Factors” in this prospectus, as we are engaged in
the provision of ophthalmic services, we may be involved in legal proceedings from time to
time. Dr. Dennis LAM and one of our wholly-owned subsidiaries are involved in a civil
litigation before the High Court of Hong Kong in which the plaintiff, who is one of our
patients in Hong Kong and an Independent Third Party, claims against Dr. Dennis LAM and
us for medical negligence.

We are also involved in a number of legal proceedings in the PRC, and none of these
proceedings is important to our business operations. Further information on the legal
proceedings is set forth in the section headed “Business — Legal proceedings and claims” from
page 179 to 183 in this prospectus.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE
Business

Following the Track Record Period, our business continued to grow. Based on the
unaudited financial information for the three months ended 30 September 2017, our revenue
has been increased as compared with the three months ended 30 June 2017. Our Mongkok
Surgery Centre has commenced business operations since December 2017 and our eye hospital
in Beijing is planned to commence business operations in January 2018. We also plan to open
our fifth Satellite Clinic in Kwun Tong during the first quarter of 2018.

Nevertheless, our operating results during the year ending 31 December 2017 would be
affected by the amount of Listing expenses charged to our consolidated statements of
comprehensive income. We incurred Listing expenses in an amount of HK$8.0 million, which
was charged to our consolidated statements of comprehensive income for the six months
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SUMMARY AND HIGHLIGHTS

ended 30 June 2017. We expect that an amount of HK$26.8 million will be charged to the
consolidated statements of comprehensive income for the year ending 31 December 2017 and
HK$23.2 million will be accounted for as a deduction from equity upon Listing. The
aggregated amount of the Listing expenses will affect our operating results for the year ending
31 December 2017.

In addition, we expect that a share based payment of HK$6.6 million would be charged
to our consolidated statements of comprehensive income for the year ending 31 December
2017, representing the fair value of the Pre-IPO Share Options granted to the Grantees.

PHF Bill

The PHF Bill was gazetted on 16 June 2017 and introduced into the Legislative Council
of Hong Kong on 21 June 2017. The first reading of the PHF Bill took place on 21 June 2017.
The second reading has begun on 21 June 2017. A bills committee on PHF Bill was
subsequently formed on 23 June 2017 to scrutinise the PHF Bill. There is no fixed timetable
for the PHF Bill to be enacted as part of the legislation in Hong Kong. A summary of the
PHF Bill is set forth in the section headed “Applicable Laws and Regulations — Hong Kong
— Recent development on the regulatory framework of Hong Kong private healthcare
facilities — Proposed statutory control” from page 81 to page 82 in this prospectus.

Our Directors have reviewed the proposed statutory provisions and are of the view that
we should be able to comply with the relevant requirements without undertaking any major
restructuring of our business operations or otherwise incurring any substantial amount of
expenses for upgrading our facilities in Hong Kong.

Directors’ confirmation

Our Directors confirm that, up to the date of this prospectus, save as the impact of the
expenses incurred by us for the Listing, there has been no material adverse change in our
financial or trading position since 30 June 2017, being the date up to which our consolidated
financial statements set forth in Appendix I to this prospectus are prepared, which would
materially affect the information shown in the Accountant’s Report set forth in Appendix I to
this prospectus.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms shall have

the meanings set forth below.

“APAO Limited”

“Application Form(s)”

“Application Lists”

“Articles of Association” or
“Articles

“associate(s)”

“Audit Committee”

“Beijing C-MER Hospital”

“Beijing Health Commission”

“Board”

“business day”

Asia-Pacific Academy of Ophthalmology Limited, a
company limited by guarantee incorporated in Hong
Kong on 28 February 2012, which is an Independent
Third Party

WHITE application form(s), YELLOW application
form(s), GREEN application form(s) and PINK
application form(s) or, where the context so requires, any
of them

the application lists for the Hong Kong Public Offering

the articles of association of our Company,
conditionally adopted on 13 December 2017 which will
become effective upon Listing, a summary of which is set
forth in Appendix III to this prospectus, and as amended
from time to time

has the meaning ascribed to it under the Listing Rules

the audit committee of our Board established on
13 December 2017

At 5t A BSMRIE I R B 5 Be A BR A F] (Beijing C-MER Dennis
Lam Eye Hospital Co., Ltd.), a wholly-foreign owned
enterprise established in the PRC on 24 June 2016 and a
wholly-owned subsidiary of our Company

e i E st #4AFZE8®  (Health and  Family
Planning Commission of Beijing)

the board of Directors
a day (other than a Saturday, Sunday or public holiday

in Hong Kong) on which banks in Hong Kong are open
for normal banking business



DEFINITIONS

“Buy-back Mandate”

113 BVI 2
113 CAGR 2

“Capitalisation Issue”

“Capitalisation Shares”

“Cayman Companies Law” or

“Companies Law”

“Cayman Principal Registrar”

“CCASS”

“CCASS Broker Participant”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

the general unconditional mandate granted to our
Directors by our Sharecholders in relation to the
buy-back of our Shares, further information of which is
set forth in the section headed “Share Capital —
Buy-back Mandate” in this prospectus

the British Virgin Islands
compound annual growth rate

the issue of the Capitalisation Shares to be made on the
capitalisation of certain sums standing to the credit of
the share premium account of our Company referred to
in the paragraphs under “Further information about our
Group” in Appendix IV to this prospectus

the 802,628,735 new Shares

the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands

Conyers Trust Company (Cayman) Limited, our
principal Share registrar in the Cayman Islands

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a broker
participant

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

a person admitted to participate in CCASS as a
custodian participant

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

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



DEFINITIONS

})

“Central Eye Centre’

113 CEPA”

“close associate(s)”

“C-MER Eye Group”

“C-MER Eye Medical”

“C-MER Group”

“CMS”, “Sole Sponsor” or “Sole
Global Coordinator and Sole
Bookrunner”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

our eye centre located in Central trading as “C-MER
Dennis Lam Partners Eye Centre” and “C-MER (Hong
Kong ) LASIK Eye Surgery Centre”

The Mainland and Hong Kong Closer Economic
Partnership Agreement < A b B 7 {5 Bi i 82 37 0 R K
BRI % PE) entered into between Hong Kong and the
PRC

has the meaning ascribed to it under the Listing Rules

C-MER Eye Care Group Limited (7 ¥5IRFHE B A RA
A]), a company incorporated in the BVI with limited
liability on 12 February 2016 and one of the
wholly-owned subsidiaries of our Company

C-MER Eye Care Medical Group Limited (7 #5HR B} & %
(£ E A BR/AF]), a company incorporated in the BVI with
limited liability on 12 February 2016 and one of the
wholly-owned subsidiaries of our Company

C-MER Group Limited (A ¥54E B A BR/A 7)), a company
incorporated in the BVI with limited liability on 26
January 2016 and one of our Controlling Shareholders

China Merchants Securities (HK) Co., Limited, a
licenced corporation under the SFO to engage in type 1
(dealing in securities), type 2 (dealing in futures
contracts), type 4 (advising on securities), type 6
(advising on corporate finance) and type 9 (asset
management) regulated activities (as defined in the
SFO), being the sole sponsor to the Listing and the sole
global coordinator and sole bookrunner of the Global
Offering

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

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



DEFINITIONS

“Company” or “our Company”

"Connected Grantee(s)"

“connected person(s)”

“Consultant Grantee(s)”

“Controlling Shareholder(s)”

“Cooperative Agreements”

“core connected person(s)”

“Corporate Governance Code”

“Deed of Indemnity”

C-MER Eye Care Holdings Limited (7 55 HR R} e 4% it
A B/ F]), a company incorporated in the Cayman
Islands on 1 February 2016, all of the Shares are
proposed to be listed on the Main Board

Grantee(s) who are connected persons of our Company,
namely Dr. Vincent LEE and Mr. LI Chunshan, both of
them are executive Directors, and Ms. CAO Yuerong, the
mother of Ms. LI and the spouse of Mr. LI Chunshan,
both of them are our executive Directors

has the meaning ascribed to it under the Listing Rules

Grantee(s) who are our consultants in Hong Kong and
the PRC or our business partners, and none of them is
our employee, namely PANG Chi Pui, THAM Chee
Yung Clement, ZHANG Ming Zhi and WANG Ning Li
and a consultant who will join us in June 2018, namely
LIU Zu Guo

has the meaning ascribed to it under the Listing Rules
and, in the context of our Company for the purpose of
this prospectus and the Listing, C-MER Group, Dr.
Dennis LAM and Ms. LI

the eight cooperative or partnership agreements entered
into between the ophthalmologists practising with us in
Hong Kong and us at the time they joined us, including
any amendments and supplements thereto, a summary of
the material terms is set forth in the section headed
“Business — Our Business — Hong Kong — Terms of
the Cooperative Agreements” in this prospectus

has the meaning ascribed to it under the Listing Rules

the Corporate Governance Code set forth in Appendix
14 to the Listing Rules

the conditional deed of indemnity dated 13 December
2017 entered into by our Controlling Shareholders in
favour of our Group, further information on which is set
forth in the paragraphs under “E. Other Information —
1. Tax and other indemnities” in Appendix IV to this
prospectus



DEFINITIONS

“Deed of Non-Competition”

“Director(s)”

"Doctor Grantee(s)"

“Dr. Dennis LAM”

“Dr. Vincent LEE”

“D&S Limited”

“D&S Shareholders”

“EIT”

the conditional deed of non-competition dated
13 December 2017 entered into, by our Controlling
Shareholders and our executive Directors in favour of
our Group, further information on which is set forth in
the section headed “Relationship with our Controlling
Shareholders” in this prospectus

the director(s) of our Company

Grantee(s) who work exclusively for wus as
ophthalmologists under the terms and conditions of the
Cooperative Agreements, including our Hong Kong
Ophthalmologists, namely Dr. FAN Hoi, Dr. WONG
Chun Wah Alex, Dr. LAU Hoi Shan Flora, Dr. LEE Wai
Yip Jacky, Dr. YAU Chun Yuen, Dr. LI Yuen Mei Emmy
and Dr. CHAN Cheuk Ki

Dr. LAM Shun Chiu Dennis JP (FJIE# 5 £), one of our
executive Directors and one of our Controlling
Shareholders and the spouse of Ms. LI

Dr. LEE Yau Wing Vincent (/4 %E), one of our
executive Directors and one of our Hong Kong
Ophthalmologists

D&S International Holding Limited (formerly known as
Hong Kong C-MER International Eye Care Group
Limited (754 358 IR B BB AL B A FR 22 A])), a company
incorporated in Hong Kong on 10 October 2005 and
owned by Dr. Dennis LAM as to 59.2%, further
information on which is set forth in the section headed
“History, Development and Reorganisation —
Corporate history of D&S Limited and the Shenzhen
Property” in this prospectus

the shareholders of D&S Limited, including Dr. Dennis
LAM and 10 individuals who are Independent Third
Parties

enterprise income tax imposed and charged pursuant to
Enterprise Income Tax Law of the People’s Republic of
China (H#EANRILMBEIMETERE), as amended,
supplemented or otherwise modified from time to time



DEFINITIONS

“electronic application
instruction(s)”

“Eligible Employee(s)”

“Employee Preferential Offering’

“Employee Reserved Shares”

“Employment Ordinance”

“First Six-Month Period”

9

instruction given by a CCASS Participant electronically
via CCASS to HKSCC, being one of the methods to
apply for our Hong Kong Offer Shares

any full-time employee of our Group who joined us on
or before the Latest Practicable Date and who: (a) is at
least 18 years of age; (b) has a Hong Kong address and is
a holder of Hong Kong Identity Card; (c) remains as a
full-time employee of our Company or any of our
subsidiaries, and is not on probation, as at the Latest
Practicable Date; (d) has not tendered resignation or
been given notice of termination of employment for any
reason other than redundancy or retirement on or before
the Latest Practicable Date; (e) is not a Director or the
chief executive of our Company or our subsidiaries or a
close associate of such Director or chief executive; (f) is
neither an, nor an associate of an, existing beneficial
owner of Shares or of shares of any of our subsidiaries;
and (g) is not any other connected persons of our
Company

the offer of the Employee Reserved Shares for
subscription by the Eligible Employees at the Offer Price
(exclusive of brokerage fee of 1%, SFC transaction levy
of 0.0027% and Stock Exchange trading fee of 0.005%)
on the terms and subject to the conditions described in
this prospectus and the PINK Application Form, as
further described in the section headed “Structure and
Conditions of the Global Offering — The Employee
Preferential Offering” in this prospectus

the 1,970,000 Offer Shares (representing 1.0% of the
initial number of our Offer Shares) being offered for
subscription pursuant to the Employee Preferential
Offering and which are to be allocated out of the Hong
Kong Offer Shares

the Employment Ordinance (Chapter 57 of the Laws of
Hong Kong), as amended or supplemented or otherwise
modified from time to time

the first six-month period immediately after the Listing
Date



DEFINITIONS

“Frost & Sullivan”

“Frost & Sullivan Report”

“General Mandate”

113 GFA”

“Global Offering”

“Grantee(s)”

“GREEN application form(s)”

“Group” or “our Group”

“HKS$” or “HK dollars”

“HK C-MER China”

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

the report commissioned by us and independently
prepared by Frost & Sullivan on the healthcare service
market, ophthalmic service market and the ophthalmic
disease therapy market in Hong Kong and the PRC, a
summary of which is set forth in the section headed
“Industry Overview” in this prospectus

the general unconditional mandate granted to our
Directors by our Shareholders in relation to the issue of
new Shares, further information of which is set forth in
the section headed “Share Capital — General Mandate”
in this prospectus

gross floor area

the Hong Kong Public Offering and the International
Offering

the 140 grantees of the Pre-IPO Share Option Scheme,
including the Connected Grantees, the Doctor Grantees,
the Consultant Grantees and members of our senior
management team and employees in Hong Kong and
physicians and employees in the PRC

the application form(s) to be completed by the White
Form eIPO Service Provider, Computershare Hong Kong
Investor Services Limited

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

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong C-MER International Eye Care Group
(China) Limited (7 s 25 20 P IR B 55 2 4 B (b =) A BR
5 Al) (formerly known as Pacific Hall Limited 28 X A
FR/AF]), a company incorporated in Hong Kong with
limited liability on 4 October 2005 and one of the
wholly-owned subsidiaries of our Company



DEFINITIONS

“HK C-MER Vision”

“HK Eye Care”

“HKFRS”

“HKSA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Ophthalmologists”

C-MER Vision Limited (% #5#6E R/AF]), a company
incorporated in Hong Kong with limited liability on 4
December 2012 and one of the wholly-owned
subsidiaries of our Company

Hong Kong (International) Eye Care Group Limited (%5
(BIF) IR BB R EE B A FR A A]), a company incorporated in
Hong Kong with limited liability on 12 October 2010 and
one of the wholly-owned subsidiaries of our Company

Hong Kong Financial Reporting Standards (including
Hong Kong Accounting Standards and their
interpretations) issued by the Hong Kong Institute of
Certified Public Accountants

Hong Kong Academy of Medicine (%5 B 22 BB EL[x),
an independent institution with the statutory power to
organise, monitor, assess and accredit all medical
specialist training and to oversee the provisions of
medical education in Hong Kong

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

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

the 19,700,000 Offer Shares (including 1,970,000
Employee Reserved Shares) initially being offered by us
for subscription at the Offer Price under the Hong Kong
Public Offering, subject to reallocation as set forth in the
section headed “Structure and Conditions of the Global
Offering” in this prospectus

the seven practising ophthalmologists practising in Hong
Kong working exclusively for us during the Track Record
Period, namely Dr. Vincent LEE, Dr. FAN Hoi, Dr.
WONG Chun Wah, Alex, Dr. LAU Hoi Shan, Flora, Dr.
LEE Wai Yip, Jacky, Dr. YAU Chun Yuen and Dr. LI
Yuen Mei, Emmy, under the terms and conditions of the
Cooperative Agreements



DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriter”

“Hong Kong Underwriting
Agreement”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriter”

the conditional offering of our Hong Kong Offer Shares
by our Company for subscription by members of the
public in Hong Kong and upon the terms and conditions
stated herein and in the Application Forms

Computershare Hong Kong Investor Services Limited

CMS, being the sole underwriter of the Hong Kong
Public Offering

the Hong Kong underwriting agreement dated
28 December 2017 relating to the Hong Kong Public
Offering entered into among our Company, our
Controlling Shareholders, and CMS as the Sole Global
Coordinator, the Sole Bookrunner, the Sole Sponsor and
the Hong Kong Underwriter, further information on
which is set forth in the section headed “Underwriting —
Hong Kong Underwriting Agreement” in this prospectus

a person or entity who is not considered a connected
person of our Company under the Listing Rules

the 177,300,000 Shares being initially offered for
subscription under the International Offering together
with any additional Shares that may be issued pursuant
to the exercise of the Over-allotment Option, subject to
reallocation as set forth in the section headed “Structure
and Conditions of the Global Offering” in this
prospectus

the conditional offering of our International Offer
Shares for and on behalf of our Company outside the
United States in offshore transactions in reliance on
Regulation S, including to professional, institutional and
other investors in Hong Kong, as set forth in the section
headed “Structure and Conditions of the Global
Offering” in this prospectus

CMS, being the sole underwriter of the International
Offering



DEFINITIONS

“International Underwriting
Agreement”

“Latest Practicable Date”

“Lease Agreement”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Medical Council”

“Medical Registration Ordinance”

the international underwriting agreement relating to the
International Offering which is expected to be entered
into among our Company, our Controlling Shareholders,
and CMS as the Sole Global Coordinator, the Sole
Bookrunner, the Sole Sponsor and the International
Underwriter on or around the Price Determination Date

21 December 2017, being the latest practicable date prior
to the printing of this prospectus for ascertaining certain
information in this prospectus

the lease agreement dated 25 May 2017 and entered into
between Shenzhen Maida and Shenzhen C-MER
Hospital in relation to the lease of the Shenzhen
Property to Shenzhen C-MER Hospital, which
constitutes continuing connected transactions for our
Company

the listing of our Shares on the Main Board

the listing sub-committee of the board of directors of
the Stock Exchange

Monday, 15 January 2018, being the date on which
dealings in our Shares on the Stock Exchange are
expected to commence

The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended
from time to time

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

The Medical Council of Hong Kong (FHEBHKZE®), a
statutory body empowered by the Medical Registration
Ordinance for handling various matters on the medical
profession in Hong Kong

Medical Registration Ordinance (Chapter 161 of the

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

— 10 =



DEFINITIONS

“Memorandum” or
“Memorandum of Association”

“Mongkok Surgery Centre”

“Ms. LI

“Nomination Committee”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“PHF Bill”

“PINK Application Form(s)”

the memorandum of association of our Company, as
amended from time to time

our eye surgery centre located in Mongkok trading as
“C-MER Eye Surgery Centre”, which has commenced
business operations since December 2017

Ms. LI Xiaoting (% M &% 1), our executive Director,
one of our Controlling Shareholders and the spouse of
Dr. Dennis LAM

the nomination committee of our Board established on
13 December 2017

the final Hong Kong dollar price per Offer Share
(exclusive of brokerage fee of 1%, SFC transaction levy
of 0.0027% and Stock Exchange trading fee of 0.005%)
at which our Hong Kong Offer Shares are to be
subscribed and our International Offer Shares are to be
offered, to be determined in the manner set forth in the
section headed “Structure and Conditions of the Global
Offering — Pricing and allocation” in this prospectus

our Hong Kong Offer Shares and our International Offer
Shares, including the additional Shares that might be
issued under any exercise of the Over-allotment Option

the option that may be granted by our Company to the
Sole Global Coordinator pursuant to which our
Company may be required to issue up to aggregate of
29,550,000 additional Shares at the Offer Price, to cover,
among others, over-allocations in the International
Offering, further information on which is set forth in the
section headed “Structure and Conditions of the Global
Offering” in this prospectus

Private Healthcare Facilities Bill introduced by the
government of Hong Kong into the Legislative Council
of Hong Kong on 21 June 2017 for the reform of the
regulated framework of private healthcare industry in
Hong Kong

the application form(s) to be sent to Eligible Employees

to subscribe for the Employee Reserved Shares pursuant
to the Employee Preferential Offering

~11 =



DEFINITIONS

“Post-IPO Share Option Scheme”

“PRC” or “China”

“PRC Government”

“Pre-1PO Investors”

“Pre-IPO Investment”

“Pre-1PO Share Option Scheme”

“Pre-1PO Share Options”

the share option scheme conditionally adopted by our
Shareholders on 13 December 2017 for the benefit of our
employees, directors, and business partners, a summary
of its principal terms is set forth in the paragraphs under
“D. Share Option Schemes — 2. Post-IPO Share Option
Scheme” in Appendix IV to this prospectus

The People’s Republic of China and, except where the
context requires and only for the purpose of this
prospectus, references in this prospectus to the PRC or
China do not include Taiwan, Hong Kong and Macau

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

the Pre-IPO Tranche A Individual Investors, the Pre-IPO
Tranche A Corporate Investor and the Pre-IPO Tranche
B Corporate Investors

the Pre-IPO Tranche A Investment and the Pre-IPO
Tranche B Investment

the share option scheme conditionally adopted by our
Shareholders at the extraordinary general meeting held
on 28 June 2017 for the purpose of providing incentives
to the Grantees, further information on the Pre-IPO
Share Option Scheme is set forth in the section headed
“History, Development and Reorganisation — Pre-IPO
Share Option Scheme” in this prospectus and a summary
of its principal terms is set forth in the paragraphs under
“D. Share Option Schemes — 1. Pre-IPO Share Option
Scheme” in Appendix IV to this prospectus

the share options granted pursuant to the Pre-IPO Share
Option Scheme, further information on which is set forth
in the paragraphs under “D. Share Option Schemes — 1.
Pre-IPO Share Option Scheme” in Appendix IV to this
prospectus

— 12 -



DEFINITIONS

“Pre-1PO Tranche A Corporate
Investor”

“Pre-IPO Tranche A Individual
Investors”

“Pre-IPO Tranche A Investment”

“Pre-IPO Tranche A Investors”

“Pre-1PO Tranche A Subscription
Agreements”

Moyal Pty Limited Superannuation Fund, an
Independent Third Party, holds in aggregate 0.10% of
our Shares in issue immediately before completion of the
Global Offering and the Capitalisation Issue, further
information on which is set forth in the section headed
“Pre-IPO Investment — Information on the Pre-IPO
Investors” in this prospectus

10 individual investors, namely Mr. LAM Tak Kwan; Dr.
FAN Yiu Wah; Dr. CHEUNG Ming Kuen; Dr. WOO
Chai Fong; Dr. LAU Sau Wah; Dr. LEUNG Kwok Ling
Ares; Ms. WONG Mee Mai Emily; Dr. WANG Haibo;
Mr. Robert RITCH and Dr. Johnson LAU Yiu Nam, all
are Independent Third Parties except for (a) Mr. LAM
Tak Kwan (father of Dr. Dennis LAM) and (b) Dr.
Johnson LAU Yiu Nam (who is an independent
non-executive Director), holding in aggregate 3.9% of
our Shares in issue immediately before completion of the
Global Offering and the Capitalisation Issue, further
information on them is set forth in the section headed
“Pre-IPO Investment — Information on the Pre-IPO
Investors” in this prospectus

the equity investment made by the Pre-IPO Tranche A
Investors and under the Pre-IPO Tranche A Subscription
Agreements completed on 30 May 2017, further
information on which is set forth in the section headed
“Pre-IPO Investment” in this prospectus

the Pre-IPO Tranche A Individual Investors and the
Pre-1PO Tranche A Corporate Investor

(a) the subscription agreement dated 30 May 2017
entered into between our Company and the Pre-IPO
Tranche A Individual Investors and (b) the subscription
agreement dated 30 May 2017 entered into among our
Company, the Pre-IPO Tranche A Corporate Investor
and Dr. Francis Joseph MARTIN, further information
on which is set forth in the section headed “Pre-IPO
Investment” in this prospectus
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DEFINITIONS

“Pre-1PO Tranche B Corporate
Investors”

“Pre-IPO Tranche B Investment”

“Pre-IPO Tranche B Subscription
Agreements”

“Price Determination Date”

“Project Vision”

“Regulation S”

“Remuneration Committee”

three corporate investors, namely Homeway Services
Limited, HKF (Nominees) Limited and LKF Capital
Partners Limited, all are Independent Third Parties,
holding in aggregate 6.0% of our Shares in issue
immediately before completion of the Global Offering
and the Capitalisation Issue, further information on
them 1is set forth in the section headed “Pre-IPO
Investment — Information on the Pre-IPO Investors™ in
this prospectus

the equity investment made by the Pre-IPO Tranche B
Corporate Investors under the Pre-IPO Tranche B
Subscription Agreements and completed on 6 June 2017,
further information on which is set forth in the section
headed “Pre-IPO Investment” in this prospectus

(a) the subscription agreement dated 6 June 2017 entered
into between our Company, C-MER Group, Homeway
Services Limited and HKF (Nominees) Limited, both
are Pre-IPO Tranche B Corporate Investors, and (b) the
subscription agreement dated 6 June 2017 entered into
between our Company, C-MER Group and LKF Capital
Partners Limited, being a Pre-IPO Tranche B Corporate
Investor, further information on which is set forth in the
section headed “Pre-IPO Investment” in this prospectus

the date on which the Offer Price is to be fixed by the
Sole Global Coordinator and Sole Bookrunner (acting in
such capacity and as the Underwriter) and us, which is
expected to be on or around Monday, 8§ January 2018
and in any event not later than Friday, 12 January 2018

Project Vision Charitable Foundation Limited (5 T2
BEHEAHRAT), a company limited by guarantee
incorporated in Hong Kong on 16 December 2006, which
is an Independent Third Party

Regulation S under the U.S. Securities Act

the remuneration committee of our Board established on
13 December 2017
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DEFINITIONS

“Reorganisation”

“RMB” or “Renminbi”

“Satellite Clinics”

“Second Six-Month Period”

uchss

“SFO”

“Share Option Schemes”

“Shareholder(s)”

“Share(s)”

“Shenzhen C-MER Hospital”

“Shenzhen C-MER Hospital
(Futian Branch)”

“Shenzhen C-MER Management”

the corporate reorganisation steps undergone by our
Group in preparation for the Listing described in the
section headed “History, Development and
Reorganisation — Reorganisation” in this prospectus

Renminbi yuan, the lawful currency of the PRC

the clinics operated by us in Hong Kong which, as of the
date of this prospectus, include our clinics in Causeway
Bay, Mongkok, Yuen Long and Shatin

the six-month period immediately after the First
Six-Month Period

the Securities and Futures Commission of Hong Kong

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

the Pre-IPO Share Option Scheme and the Post-IPO
Share Option Scheme

holder(s) of Share(s)

ordinary share(s) with a nominal value of HK$0.1 each
in the share capital of our Company

BRI A B AR AR B 58 B A FR A 7] (Shenzhen C-MER
Dennis Lam Eye Hospital Co., Ltd.), a wholly-foreign
owned enterprise established in the PRC on 11 January,
2013 and a wholly-owned subsidiary of our Company

the branch company of Shenzhen C-MER Hospital
established on 23 October 2015 in the PRC

AEGEGEEM (Y ARAR (C-MER  Hospital
Management (Shenzhen) Company Limited), a
wholly-foreign owned enterprise established in the PRC
on 5 May 2017 and a wholly-owned subsidiary of HK
C-MER China
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DEFINITIONS

“Shenzhen C-MER Optical
Trading”

“Shenzhen C-MER Research
Institute”

“Shenzhen Health Commission”

“Shenzhen Maida”

“Shenzhen Property”

“sq. ft.”

“stabilising manager”

9

“Stock Borrowing Agreement’

“Stock Exchange”
“subsidiary(ies)”

“substantial shareholder(s)”

TN A BEHEE ) A R4 A (Shenzhen C-MER Optical
Trading Co., Ltd.), a wholly-foreign owned enterprise
established in the PRC on 1 March 2013 and a
wholly-owned subsidiary of our Company

GEINTH 7 35 B B B B 98 T (Shenzhen C-MER Hospital
Management Research Institute), private non-enterprise
entity established in the PRC on 1 April 2015 and is a
wholly-owned institute of Shenzhen C-MER Hospital

G AEMFT# 4 FZ B ® (Health and Family Planning
Commission of Shenzhen Municipality)

B BRI B B (BRI A FRZA F] (Maida Medical Software
Development (Shenzhen) Company Limited), a wholly-
foreign owned enterprise established in the PRC and a
wholly-owned subsidiary of D&S Limited and not a member
of our Group

the property located at No. 101 Sheng Tang Building,
Tairanjiu Lu, Futian, Shenzhen, the PRC with the gross
floor area of 3,481.7 sq.m. and owned by Shenzhen
Maida, which is currently used by Shenzhen C-MER

Hospital as our eye hospital named as “{EYII A H5 I
IR B

square feet

square metre

China Merchants Securities (HK) Co., Limited

the stock borrowing agreement that may be entered into
between the stabilising manager as borrower and
C-MER Group as lender on or around the Price
Determination Date

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“Takeovers Code”

“Track Record Period”

“Underwriter”

“Underwriting Agreements”

“United States” or “US”

“US dollars” or “US$”

“U.S. Securities Act”
(13 2 (13

we”, “us” or “our”

“WHITE Application Form(s)”

“WHITE Form eIPO”

“WHITE Form eIPO Service
Provider”

“YELLOW Application Form(s)”

13 (VO”

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

the period comprising three years ended 31 December
2016 and six months ended 30 June 2017

CMS, being the sole underwriter of the Hong Kong
Public Offering and the International Offering

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

United States dollars, the lawful currency of the United
States

the United States Securities Act of 1933, as amended
our Company or our Group, as the context may require

the application form(s) for use by members of the public
in Hong Kong who require such Hong Kong Offer
Shares to be issued in the applicants’ own names

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of White Form
elPO at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

the application form(s) for use by members of the public
in Hong Kong who require such Hong Kong Offer
Shares to be deposited directly in CCASS

per cent.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains certain definitions and technical terms used in this prospectus in
connection with our business. As such, some terms and definitions may not correspond to
standard industry definitions or usage of such terms.

“cataract”

“day surgery”

“glaucoma”

“intraocular lens”

“LASIK”

“oculoplastics”

“ophthalmologist”
“ophthalmology”

“optometrist”

“paediatric”

“squint”

“vitreoretinal”

opacity of the natural lens resulting in reduced vision

a form of surgery that does not require overnight
hospital stay

eye condition whereby the optic nerve is damaged

man-made lens implant which is typically used for
cataract surgery

Laser-Assisted In-situ Keratomileusis, a laser surgical
procedure for the correction of refractive errors

corrective or aesthetic plastic surgery performed near or
around the eye

medical physician or surgeon specialising in eye diseases
medical subspecialty in eye diseases

professional specialising in refraction and glasses
prescription

a branch of medicine for the medical care of infants,
children and adolescents

deviation of the eyes or condition whereby there is an
eye misalignment (squint)

condition affecting the vitreous humour and the retina
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

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, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information with regard to us.

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
commission of which would make any statement herein or this prospectus misleading.

INFORMATION AND REPRESENTATION

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. For applicants in the Hong Kong Public Offering,
this prospectus and the Application Forms set forth the terms and conditions of the Hong
Kong Public Offering. Our Hong Kong Offer Shares are offered solely on the basis of the
information contained and representations made in this prospectus and the Application Forms
and on the terms and subject to the conditions set forth herein and therein.

We have not authorised anyone to provide any information or to make any representation
not contained in this prospectus and the Application Forms. You should not rely on any
information or representation not contained in this prospectus and the Application Forms as
having been authorised by us, the Sole Sponsor, the Sole Global Coordinator and Sole
Bookrunner, the Underwriter, any of our or their respective directors, officers, agents,
employees, advisers, representatives or any other party involved in this Global Offering. No
representation is made that there has been no change or development reasonably likely to
involve a change in our affairs since the date of this prospectus or imply that the information
contained in this prospectus is correct as of any date subsequent to the date of this prospectus.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisers if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding, disposing of or dealing in our Shares (or
exercising rights attached to them). No responsibility is accepted by us or by any of the Sole
Sponsor, the Sole Global Coordinator and Sole Bookrunner, the Underwriter, any of our or
their respective directors, officers, agents, employees, advisers, representatives or any other
party involved in this Global Offering for any tax effects or liabilities resulting from the
subscription for, purchase, holding or disposing of, or dealing in, our Shares or your exercise
of any rights attaching to our Shares.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

LOCK-UP UNDERTAKING BY OUR COMPANY AND OUR CONTROLLING
SHAREHOLDERS

Further information is set forth in the sections headed “Underwriting — Underwriting
arrangements and expenses — Hong Kong Public Offering — Undertakings to the Stock
Exchange pursuant to the Listing Rules” and “Underwriting — Underwriting arrangements
and expenses — Undertakings pursuant to the Hong Kong Underwriting Agreement” in this
prospectus.

DIVIDENDS

Further information is set forth in the section headed “Financial Information —
Dividends” in this prospectus. We will not have any dividend policy or fixed dividend pay-out
ratio to be adopted following the Listing.

VOTING RIGHT

Holder of each Share is entitled to one vote at our general meetings.

REGISTERS AND HONG KONG STAMP DUTY

Our Company’s principal register of members will be maintained by our Cayman
Principal Registrar and our Company’s branch share register of members will be maintained
by our Hong Kong Share Registrar. Unless otherwise approved by our Directors, all
documents evidencing transfer of title to any Shares must be lodged for registration by our
Hong Kong Share Registrar and cannot be lodged in the Cayman Islands.

Dealings in our Shares registered in our Company’s branch share register of members in
Hong Kong will be subject to Hong Kong stamp duty.

RESTRICTIONS ON OFFERS AND OFFERS FOR SALE

Each person subscribing for our Hong Kong Offer Shares (including the Employee
Reserved Shares) will be required to, or be deemed by his/her subscription for Hong Kong
Offer Shares to, confirm that he/she/it is aware of the restrictions on offers for our Hong Kong
Offer Shares described in this prospectus and on the relevant Application Forms.

No action has been taken to permit a public offering of our Hong Kong Offer Shares or
the distribution of this prospectus and/or the Application Forms in any jurisdiction other than
Hong Kong. Accordingly, this prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any jurisdiction or in any circumstances in which such an
offer or invitation is not authorised or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offering of our Hong Kong
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

Offer Shares in other jurisdictions are subject to restrictions and may not be made except as
permitted under the applicable securities laws of such jurisdictions and pursuant to
registration with or authorisation by the relevant securities regulatory authorities or an

exemption therefrom.

APPLICATION FOR LISTING

Application has been made to the Listing Committee for the listing of, and permission to
deal in, our Shares in issue and to be issued pursuant to the Global Offering (including any
Shares which may be issued pursuant to the Capitalisation Issue and the exercise of the
Over-allotment Option, the options granted under the Pre-IPO Share Option Scheme and any
option that may be granted under the Post-IPO Share Option Scheme).

No part of our Share or loan capital of our Company is listed on or dealt in on any other
stock exchange and nor is there at present any proposal to do so. The Listing is sponsored by
the Sole Sponsor.

UNDERWRITING

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriter
pursuant to the Hong Kong Underwriting Agreement. The International Underwriting
Agreement is expected to be entered into on or around the Price Determination Date, subject
to the agreement on the Offer Price between the Sole Global Coordinator and Sole
Bookrunner (acting in such capacity and as the Underwriter) and us. The Global Offering is
managed by the Sole Global Coordinator and Sole Bookrunner.

If, for any reason, the Offer Price is not agreed, the Global Offering will not proceed and
will lapse. Further information on the Underwriter and the underwriting arrangements is set
forth in the section headed “Underwriting” in this prospectus.

SHARE WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares and we
comply with the stock admission requirements of HKSCC, our Shares will be accepted as
eligible securities by HKSCC for deposits, clearance and settlement in CCASS with effect from
the Listing Date or any other date HKSCC chooses. Settlement of transactions between
Exchange Participants (as defined in the Listing Rules) 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. Investors should seek the advice of their
stockbroker or other professional adviser for details of the settlement arrangement as such
arrangements may affect their rights and interests.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

All necessary arrangements have been made enabling our Shares to be admitted into
CCASS.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an

arithmetic aggregation of the figures preceding them.

EXCHANGE RATE CONVERSION

Unless the context requires otherwise, this prospectus contains certain translations for

the convenience of the readers at the following rates:

RMBI1.00 to HK$1.124
US$1.00 to HK$7.8

These translations are provided for reference and convenience only, and no
representation is made, and no representation should be construed as being made, that any
amounts in RMB, US$ or HKS$ can be or could have been at the relevant dates converted at

the above rates or any other rates or at all.
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RISK FACTORS

An investment in our Shares involves risks. You should carefully consider the following
information, together with the other information contained in this prospectus, including our
consolidated financial statements and related notes, before you decide to subscribe for our
Shares. If any of the circumstances or events described below actually arises or occurs, our
business and financial conditions, operating results and business prospects could be adversely
affected. In any such case, the market price of our Shares may decline, and you may lose all or
part of your investment. This prospectus also contains forward-looking information that
involves risks and uncertainties. Our actual results could differ materially from those
anticipated in the forward-looking statements as a result of many factors, including the risks

described below and elsewhere in this prospectus.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We rely on the leadership and services of our Chairman, Chief Executive Officer and executive
Director, Dr. Dennis LAM, and our inability to retain his services could adversely affect our
business and financial conditions, operating results and business prospects.

Dr. Dennis LAM is our founder and our Chairman and Chief Executive Officer. Dr.
Dennis LAM and his spouse, Ms. LI, are our Controlling Shareholders following the Listing.
We believe that Dr. Dennis LAM is the driving force for our business growth and brand
recognition, on account of his expertise, experience and leadership. Our sustained business
growth in the future will continue to depend on the leadership and involvement of Dr. Dennis
LAM. We may not be able to identify and engage a professional as suitable as Dr. Dennis
LAM and may not be able to replace him easily, or at all. Revenue generated by Dr. Dennis
LAM for us during the three years ended 31 December 2016 amounted to HK$66.7 million,
HK$88.7 million, HK$81.5 million, which accounted for 42.6%, 44.6% and 32.8% of our total
revenue, respectively. During the six months ended 30 June 2016 and 2017, revenue generated
by Dr. Dennis LAM amounted to HK$39.1 million and HK$41.4 million, which accounted for
33.9% and 29.5% of our total revenue, respectively.

During the three years ended 31 December 2016, Dr. Dennis LAM’s remuneration
amounted to HK$4.4 million, HK$8.8 million and HK$6.6 million, respectively. During the
six months ended 30 June 2016 and 2017, Dr. Dennis LAM’s remuneration amounted to
HK$3.1 million and HKS$1.5 million, respectively. Unlike the remuneration payable to our
Hong Kong Ophthalmologists (including Dr. Vincent LEE) under the Cooperative
Agreements, the remuneration of Dr. Dennis LAM was not primarily based on the amount of
revenue generated from services rendered by him. Dr. Dennis LAM’s economic interest in our
Group solely depends on the overall success and profitability and the potential amount of
dividend to be declared and paid by our Company. Further information on the amount of
remuneration of Dr. Dennis LAM during the Track Record Period and the impact on the
performance of our Group during the Track Record Period had Dr. Dennis LAM been paid on
a revenue-sharing basis is set forth in the sections headed “Business — Our business — Hong
Kong — Remuneration received and to be received by Dr. Dennis LAM” and “Financial
Information — Analysis of the impact of the compensation arrangement with Dr. Dennis
LAM during the Track Record Period” in this prospectus.
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RISK FACTORS

Being an eye surgeon practising full-time at our eye centres/hospital, and also having
involvement in national and international conferences and other industry events, as well as
other commitments towards training, education and development on ophthalmology, there are
several demands on the time and attention of Dr. Dennis LAM. As a result, his attention to
our business may be diverted. If Dr. Dennis LAM is unable for any reason to continue his
present attention to our business, or to devote as much time to our operations as he has in the
past, the revenue generated from services provided by Dr. Dennis LAM may reduce and this
could have an adverse impact on our business and financial conditions, operating results and

business prospects.

In addition, if we need to recruit an ophthalmologist with comparable experience with
Dr. Dennis LAM, we would need to pay for the remuneration on a revenue-sharing basis
similar to the terms set forth in the Cooperative Agreements. In such event, our profitability

could also be adversely affected.

Our business depends significantly on the reputation of Dr. Dennis LAM and any negative
publicity and allegations in the media against Dr. Dennis LAM could materially and adversely

affect our business and financial conditions, operation results and business prospects.

Patients may seek our services on account of the reputation of Dr. Dennis LAM, our
founder, Chairman, Chief Executive Officer and executive Director, and as such, our brand
awareness is, to a certain extent, built upon the reputation of Dr. Dennis LAM which has
enhanced our brand awareness in Hong Kong and the PRC. Dr. Dennis LAM and HK Eye
Care are currently involved in a civil litigation before the High Court of Hong Kong in which
the plaintiff, who is one of our patients in Hong Kong and an Independent Third Party, claims
against Dr. Dennis LAM and HK Eye Centre for medical negligence. Further information on
this matter is set forth in the section headed “Business — Legal proceedings and claims” in
this prospectus. Our Directors expect that the trial would take place in the first quarter of
2019, and this may create negative publicity on our business and the reputation of Dr. Dennis
LAM.

Negative publicity of or media coverage about or any other negative impact on the
reputation of Dr. Dennis LAM could have a negative impact on our reputation or brand
image, which could in turn materially and adversely affect our business and financial

conditions, operating results and business prospects.

We may not be able to recruit and retain sufficient number of ophthalmologists/physicians.

The success of our business depends on our ability to recruit and retain sufficient number
of adequately trained and skilled ophthalmologists/physicians at our eye centres/hospitals in
Hong Kong and the PRC.
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RISK FACTORS

During the three years ended 31 December 2016, the amount of revenue generated by our
Hong Kong Ophthalmologists for ophthalmic services rendered in Hong Kong amounted to
HK$51.6 million, HK$73.0 million and HK$113.5 million, respectively, representing 34.0%,
38.4% and 48.4% of our total revenue generated from the ophthalmic services during the same
period. During the six months ended 30 June 2016 and 2017, the amount of revenue generated
by them amounted to HK$51.8 million and HK$66.1 million, respectively, representing 47.6%
and 50.0% of our total revenue generated from the ophthalmic services during the same

period.

Any loss of our ophthalmologists/physicians to our competitors, or the inability to
attract sufficient number of qualified ophthalmologists/physicians for new eye
centres/hospitals to be established by us could adversely affect our business and financial

conditions, operating results and business prospects.

Factors that ophthalmologists/physicians may consider when deciding where to practise
may include emoluments and incentives, the reputation of the eye centres/hospitals, the
quality of medical equipment and the supporting infrastructure made available to them,
opportunities for specialisation, sufficient number of patients and surgeries made available to
them. We may not be able to compete with other ophthalmic service providers on any of these

factors.

Patients may seek our services on account of the reputation of our key
ophthalmologists/physicians and our inability to retain such key ophthalmologists/physicians
at such locations could adversely impact our ability to operate profitably at such locations. We
cannot assure you that our ophthalmologists/physicians will honour the terms of our
agreements with them. Our failure to retain such key ophthalmologists/physicians could
adversely affect our business and financial conditions, operating results and business

prospects.

We incur significant costs on retention of services provided by ophthalmologists/physicians in
Hong Kong and the PRC.

We incur significant costs to retain our ophthalmologists/physicians in Hong Kong and
the PRC. Our expenses have increased significantly in recent years because of our business
growth. During the three years ended 31 December 2016, we paid HK$42.9 million, HK$57.0
million and HK$76.7 million to the ophthalmologists/physicians in Hong Kong and the PRC,
representing 44.0%, 47.9% and 49.9% of our cost of revenue, respectively. During the six
months ended 30 June 2017, we paid HK$36.2 million to the ophthalmologists/physicians in
Hong Kong and the PRC, as compared with HK$35.3 million for the six months ended 30 June

2016, representing 46.5% and 49.1% of our cost of revenue, respectively.
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RISK FACTORS

We currently adopt a revenue-sharing arrangement for remunerating the services
rendered by our Hong Kong Ophthalmologists, further information on this arrangement is set
forth in the section headed “Business — Our business — Hong Kong — Terms of the
Cooperative Agreements” in this prospectus. Our physicians in the PRC are employees of our
Group and there is no revenue-sharing arrangement adopted or planned to be adopted by us
given that the fee levels and the cost structure are different between Hong Kong and the PRC.
If we are required to increase the percentage of revenue sharing with our Hong Kong
Ophthalmologists or increase the salaries payable to our physicians in the PRC, our cost of
revenue will increase and this could have an adverse impact on our business and financial
conditions and our operating results.

As our business continues to grow, we expect that the costs on retention of the services
provided by ophthalmologists/physicians in Hong Kong and the PRC will continue to increase.
The increase in the costs on retention will affect our profitability. If we are not able to control
these costs effectively, our profitability could be adversely affected and we may also lose our
competitiveness.

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

Our trade receivables represent the receivables from banks (for credit card transactions),
receivables from private hospitals in Hong Kong (for the surgery fee performed by Dr. Dennis
LAM and our Hong Kong Ophthalmologists at those hospitals upon the request of the
patients), insurance companies, medical scheme operators and the PRC Government for
payment of the medical insurance scheme in the PRC. As of 31 December 2014, 2015 and 2016
and 30 June 2017, we recorded trade receivables of HK$1.7 million, HK$3.5 million, HK$4.5
million and HK$6.1 million, respectively. As of 31 December 2014, 2015 and 2016 and 30 June
2017, the balance of our trade receivables was past due but not impaired because we have not
provided any credit term to our patients. Our trade receivable turnover days were 3 days, 5
days and 6 days during the three years ended 31 December 2016, respectively. Our trade
receivable turnover days were 6 days and 7 days for the six months ended 30 June 2016 and
2017, respectively. As of 30 September 2017, an aggregate amount of HKS$5.7 million, or
93.4%, of our total trade receivables as of 30 June 2017 had been collected. Any difficulty in
collecting a substantial portion of our trade receivables could materially and adversely affect
our business and financial conditions and our operating results.

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

We recorded net current liabilities of HK$11.8 million as of 31 December 2014. The net
current liabilities position was primarily due to the addition of property, plant and equipment
(being non-current assets) financed by increased amount of short-term borrowings (which was
treated as our current liabilities) and the amount withdrawn by Dr. Dennis LAM for his
personal use. As of 31 December 2015 and 2016 and 30 June 2017, we had net current assets of
HK$32.1 million, HK$21.9 million and HK$168.3 million, respectively.
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RISK FACTORS

We cannot assure you 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 and financial
conditions and our operating results could be adversely affected.

Malpractice, medical negligence or misconduct claims could adversely affect our business and
financial conditions, operating results and business prospects.

As a provider of ophthalmic services, we face the risk of exposure to malpractice, or
medical or negligence or misconduct and claims on account of alleged deficiencies in
ophthalmic services provided by us. We may not be able to avoid malpractice, medical
negligence or misconduct exposure, including on account of error by our personnel, machine
or equipment error, or the lack of pre-operative advice or post-operative care by patients.

During the Track Record Period, we were involved in two medical negligence claims in
Hong Kong and the PRC. Dr. Dennis LAM and our Hong Kong Ophthalmologists are also
involved in one misconduct allegation. Further information on these claims is set forth in the
section headed “Business — Legal proceedings and claims” in this prospectus. These
proceedings and claims are ongoing, and it would be difficult for us to predict the outcome of
these proceedings and claims as well as the gravity of any negative publicity associated with
these proceedings and claims may have on our business reputation and operations.

We cannot assure you that we or any of our ophthalmologists/physicians will not
encounter malpractice, medical negligence or misconduct claims in the future. These claims
may be brought against us or any of our ophthalmologists/physicians by way of legal
proceedings or lodging of formal complaints with the relevant licensing regulatory bodies,
such as the Medical Council. In any of these cases, we may be required to pay monetary
compensation or damages or that the qualifications or licenses of our
ophthalmologists/physicians may be suspended or revoked or otherwise they may be subject to
other disciplinary action. Negative publicity associated with these claims or actions may affect
our business as well as our business reputation.

In addition, defending in legal proceeding and claims may be costly. Although we have
maintained medical negligence and business insurance for our protection, we cannot assure
you that such insurance coverage is sufficient both in Hong Kong and the PRC. In any event,
any legal proceedings and claims could require us to devote our time and resources and could
have a significant impact on our business and financial conditions.

An assertion of malpractice, medical negligence or misconduct in the ophthalmic services
provided by us, regardless of its merits or eventual outcome, could adversely affect our
business and financial conditions and our operating results and business prospects and
reputation.

Our business depends significantly on our reputation, and any failure to develop, maintain and
enhance our reputation, or any negative publicity and allegations in the media against us, could
materially and adversely affect our business and financial conditions, operating results and
business prospects.

We believe that, “C-MER Dennis Lam & Partners (7 ¥5#RIE# IR AL H00)”, is a known
brand to our target markets. We believe that our brand is driven by the quality of the
ophthalmic services provided by us to our patients.

~ 27 —



RISK FACTORS

If we fail to maintain a high level of patient satisfaction at our eye centres/hospitals, our
reputation and brand value may be adversely affected and, as a result, our business, financial
condition, operating results and business prospects may be adversely affected. Moreover, any
negative publicity on any of our ophthalmologists/physicians or our Company, regardless of
its merits or correctness, could also adversely affect our brand.

Our reputation is critical to our success in the rapidly expanding ophthalmic service
markets in Hong Kong and the PRC. Many factors, some of which are beyond our control, are
important for maintaining and enhancing our reputation and may negatively affect our
reputation if not properly managed, including:

— our ability to effectively manage the quality of our services and facilities and to monitor
the performance of our ophthalmologists, physicians and other medical staff; and

— our ability to adopt new technologies or adapt our systems to user requirements or
emerging industry standards.

Our reputation could also be harmed if our services or facilities fail to meet the
expectation of our patients or we fail to maintain our established standards or if we become
the subject of any negative media coverage with respect to disputes between patients and
ophthalmologists/physicians. Our brand-building efforts may be costly and may fail to
effectively enhance our reputation. Our failure, if any, to develop, maintain and enhance our
reputation may result in decreased revenue and loss of patients, and in turn adversely affect
our business, financial condition and operating results.

Any negative publicity in relation to our services, our facilities or our industry, regardless
of its merits or correctness, could seriously harm our reputation which in turn could result in
loss of patients and ophthalmologists/physicians and have a material adverse effect on our
business and financial conditions and operating results.

Demand for our ophthalmic services is affected by macroeconomic conditions that are outside of
our control.

In Hong Kong and the PRC, we operate in the private sector healthcare industry. The
demand for our ophthalmic services is affected and will continue to be affected by a number of
factors outside our control. These factors include the quality of our ophthalmic services and
the level of our competitiveness against our competitors in Hong Kong and the PRC in terms
of fee levels, service network, quality of ophthalmic services provided and the team of
ophthalmologists/physicians. In addition, certain macroeconomic factors, such as the overall
affluence level and more importantly, the quality of the public sector healthcare services
provided by the government, are crucial to the performance in private sector healthcare
industry. Generally speaking, the increasing number of affluent population and the
middle-class will increase the demand for private sector healthcare services. If the public
sector is able to provide quality ophthalmic services competitively, both in terms of fee levels
and waiting time for treatment, it will affect the demand for our ophthalmic services in private
sector. In such event, our business and financial conditions as well as our operating results
could be adversely affected.
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Insurance coverage may not sufficiently cover risks arising from our business operation.

In Hong Kong, Dr. Dennis LAM and our Hong Kong Ophthalmologists are required to
maintain comprehensive professional insurance at their own costs. Although we have
maintained insurance including, among others, insurance for public liability, our insurance
coverage may not be sufficient for all the claims that may be arising from the ordinary course
of our business. If we experience any situation where any member of our Group is sued by our
patients for damages caused by the acts or negligence of our Hong Kong Ophthalmologists,
we cannot assure you that the insurance coverage maintained by us or our Hong Kong
Ophthalmologists would be sufficient.

Our insurance policies consist of coverage for risks relating to the loss or damage to
properties, and directors and officers liability. We also maintain key man insurance policy.
While we maintain insurance in amounts that we believe to be appropriate for our operations,
we may face losses and liabilities that are uninsurable by their nature, or that are not covered,
fully or at all, under our subsisting insurance policies. Moreover, coverage under insurance
policies would generally be subject to certain standard or negotiated exclusions or
qualifications and, therefore, any future insurance claims by us may not be honoured by our
insurers in full, or at all. In addition, our premium payments under our insurance policies may
require a significant investment by us.

In the PRC, we have maintained medical liability insurance in respect of our business
operations and any possible liability that we may encounter during the course of our business.
In any event, if there is any claim or litigation, it would affect not only our reputation, but
also our business and financial conditions, operating results and business prospects.

To the extent that we may suffer loss or damage for which we did not obtain insurance or
which is not covered by insurance or exceeds our insurance coverage, the loss would have to be
borne by us and our business and financial conditions and our operating results and business
prospects could be adversely affected.

Our historical operating results may not be indicative of future performance, and we may not be
able to achieve or sustain the historical level of growth for revenue and profitability.

Our historical results and growth may not be indicative of our future performance and we
may not be able to sustain our growth at a similar rate in the future. Our revenue, expenses and
operating results may vary from period to period in response to a variety of factors beyond
our control. In such an event, our historical financial statements may not be comparable with
our financial statements for any given future financial period, or as on any given date in the
future and as such, our operating results and financial performance may not meet the
expectations of market analysts or investors, which could cause the future price of our Shares
to decline.
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Further, we may find that our expansion strategy may be more costly than anticipated
and may not ultimately result in commensurate increases in revenue, which may further
increase our losses and, as a result, we cannot assure you that we will continue to be profitable
on a consolidated basis going forward.

Moreover, even in the event that we continue to grow at a rapid pace, we may encounter
challenges in managing the increased scale of our operations, including as a result of possible
deficiencies in our internal controls in the future, relative to other companies of comparable
scale and size.

As we pursue further our expansion strategy into the PRC, it is expected that significant
expenses would be incurred by our Group during the ramp-up period, which may includes
rental, marketing and recruitment expenses, before corresponding revenue and positive
operating cash flow can be generated.

We may not be able to successfully implement our expansion strategy.

We intend to expand our business operations in markets in which we do not yet have a
presence, or a significant presence we have limited or no presence. Such expansion plans may
include the setting up of new eye centres/hospitals, establishment of joint ventures, expansion
of existing eye centres/hospitals and the acquisition of assets, businesses and companies
complementary to our existing business operations. The scope and complexity of our business
operations would also increase significantly due to the expansion of our geographical reach.
We may not be able to effectively manage the larger scale of our operations or achieve the
desired profitability from such expansion. The challenges and execution risks that we may
encounter in relation to this may include:

— our inability to identify suitable locations to open new eye centres/hospitals or, in the
case of possible future inorganic growth, our inability to identify suitable targets for
acquisition, including in view of our assessment of local demographics, local demand for
our services;

— our ability to recruit and retain suitable number of appropriately skilled and trained
ophthalmologists, physicians, and medical staff for our new locations, as well as to
provide necessary on-the-job training to enable such persons to provide a consistently
high level of care at each of our eye centres/hospitals;

— our Directors’ limited experience or knowledge in new markets and the regulatory
requirements applicable to such new markets;

—  difficulties in establishing our brand in newer markets, including as a result of existing or

new competitors having existing facilities or opening new facilities in close proximity to
our eye centres/hospitals;
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— our ability to successfully integrate new or newly acquired eye centres/hospitals into our
existing operations, or to manage widespread operations across several locations,
including staffing and administrative concerns;

—  our ability to obtain necessary regulatory approvals, registrations;

— our access to, and cost of, capital to fund pre-opening expenses including construction
costs, and the cost of upgrade of facilities at our eye centres/hospitals, as well as our
ability to control expenses and prevent delays or cost overruns; and

— our ability to negotiate the rental arrangements for new eye centres/hospitals to be set up
in leased premises on terms and in a manner that we consider commercially acceptable.

Any of the factors discussed above could adversely affect our margins, or extend the time
required to achieve profitability at a new location, as a result of which, our business, financial
condition, operating results and business prospects may be adversely affected.

In addition, we may open our new eye centres/hospitals in cities or regions in which we
currently have limited or no presence. We may not possess the same level of familiarity with
the regulations in those markets. We cannot assure the investors that we will be able to obtain
the requisite licences, approvals and permits in those cities. Any failure by our Group to
obtain the requisite licences, approvals and permits in a timely manner and any unforeseen
difficulties arising from the new and unfamiliar territories could have a material adverse effect
on our business and financial conditions and our operating results and business prospects.

Our expansion into these newer markets may present competitive, logistical and
operational challenges that are different from those we currently encounter in our existing
markets. Our failure to successfully meet any of these challenges could adversely affect our
business and financial conditions and our operating results and business prospects.

We may not be able to identify expansion and acquisition opportunities and may not be able to
successfully integrate the business acquired by us.

Our growth depends on our ability to establish or acquire and manage additional eye
centres/hospitals. We may not be able to identify suitable sites for new eye centres/hospitals or
expand, improve and augment our existing eye centres/hospitals. The number of suitable
acquisition or expansion opportunities may be limited and we may not be able to negotiate
attractive terms for such acquisitions or expansions, which may command high valuations. As
of the Latest Practicable Date, even though we planned to use part of the net proceeds for
acquisition of eye centres/hospitals, we have yet to identify any suitable acquisition targets. If
we are not able to successfully identify opportunities for the aforementioned expansions or
face difficulties in the process of such expansions, our business and financial conditions and
our operating results and business prospects could be materially and adversely affected.
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Our growth strategy involves the acquisition of established medical centres and
expansion into first tier and second tier cities in the PRC. The process of integrating acquired
businesses involve various risks including challenges in integrating the systems of the acquired
entity(ies) with our own and in extending and preserving an uniform work ethic in respect of
our integrated operations and difficulties in influencing and maintaining the quality of
medical standards and practices at the acquired centres. In the event of our failure to
successfully integrate any acquired businesses, our business reputation could be impaired or
our local market share, revenue and operating efficiency could be less than we had anticipated
at the time of acquisition or what we may have achieved if we had not acquired such
businesses.

As of the Latest Practicable Date, even though we planned to use part of the net proceeds
for acquisition of eye centres/hospitals, we have yet to identify any suitable acquisition targets.

Moreover, acquired businesses may have unknown or contingent liabilities, including
liabilities for failure to comply with eye care laws and regulations, tax implications or
undisclosed obligations towards regulatory agencies, creditors, current or former employees or
current or former patients, or any litigation involving such acquired businesses, for which we
may become liable. We would generally seek warranties and indemnities from prospective
sellers of such acquired businesses covering such liabilities. We could nevertheless become
liable for past acts and omissions of, or claims in respect of, any such acquired businesses. Any
such factors could adversely affect our business and financial conditions and our operating
results and business prospects.

We may not obtain adequate or timely financing to fund our expansion plans.

In order to finance our growth and development, including any potential investments and
upgrades in our existing centres/hospital, we will require additional financial resources. If our
internal resources are insufficient to satisfy our cash requirements, we may seek additional
financing. If we raise additional financing by issuing additional equity, our sharcholders may
experience dilution in their shareholdings.

To the extent we engage in debt financing, the indebtedness we incur would result in
increased debt service obligations and could result in operating and financing covenants that
may, among other things, restrict our operations or our ability to pay dividends. Serving our
debt obligations could also be burdensome for our operations. In the event that we fail to
satisfy any debt obligations or are unable to comply with such debt covenants, we could be in
default under the relevant debt obligations, which could trigger a default of other debt
obligations and materially and adversely affect our liquidity and financial condition. Our
ability to obtain additional capital on acceptable terms is subject to a variety of uncertainties,
some of which are beyond our control, including general economic and capital market
conditions, credit availability from banks or other lenders, receipt of necessary PRC
Government approvals, building investors’ confidence, the general performance of the
ophthalmic industry, and in particular, our operating and financial performance. We cannot
assure you that future financing will be available in amounts or on terms acceptable to us, if at
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all. In the event that financing is not available or is not available on terms acceptable to us, our
business, operating results and business prospects may be adversely affected.

Any future bank borrowing or other debt financing that we obtain may contain
restrictive covenants that limit our ability to operate or grow our business and to respond to
changes in market trends, and may result in higher leverage and finance costs. Any future
equity financing that we raise may result in a dilution of your equity interests in our
Company, which could be significant, or in turn, could materially and adversely affect the
market price of our Shares.

Opening new eye centres/hospitals could result in fluctuations in our short-term financial
performance.

Our operating results have been, and in the future may continue to be, affected by the
timing of the opening of new eye centres/hospitals. We may also incur substantial amount of
expenses before opening a new eye centres/hospitals, such as rental, renovation and
recruitment of ophthalmologists/physicians before the commencement of business. In the
PRC, for new eye centres/hospitals to be established by us, we need to confirm the location of
our eye centres/hospitals before applying for the required licence, further information on
which is set forth in the section headed “Applicable Laws and Regulations — Law and
regulations related to healthcare service sector in the PRC — Regulations on the
administrative and classification of healthcare institution” in this prospectus. During this
period, we will continue to pay rent without generating any revenue from the provision of
ophthalmic services. The amount of these expenses could be significant depending on the scale
of the eye centres/hospitals. Accordingly, the number and timing of new eye centres/hospitals
openings have, and will continue to have, a significant impact on our operating results.

We are subject to laws and regulations relating to the personal information of our patients. Any
failure to adequately protect our patients’ personal data could expose us to liability.

Ophthalmologists/physicians are required by the code of professional conduct applicable
to them not to disclose medical information of patients to any third party without the
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 us to such purposes for which the personal data were collected, or for a directly
related purpose. In the PRC, we are subject to a number of laws and regulations governing
patient data privacy, including the PRC Tort Liability Law (4% A R ILH B Z#E F AT 7%) and
Provision on the Administration of Medical Records in Medical Institutions (51 #55 B &
HHLE). These laws and regulations prohibit medical and ophthalmic service providers from
providing patients’ medical records to a third party without due authorisation from the
patients.
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We rely on certain internal control measures that it has in place and on
ophthalmologists/physicians and our staff to abide by the relevant laws , and there was no
incident on patients’ information leakage in the past. Nevertheless, we cannot assure you that
the confidentiality measures can completely prevent the leakage of the patients’ information
or prevent such information from being used for improper purpose. Any breach of our
confidentiality obligations towards the patients could expose us to potential claims or
litigation or breach of the relevant laws and regulations, which could have a material impact
on our business and financial conditions, operating results and business prospects.

We may not compete effectively against existing and new competitors.

We compete with eye centres/hospitals and other medical facilities in ophthalmic services
in the regions in which we operate.

We cannot assure you that we will be able to successfully compete against new or existing
competitors. We compete across various parameters, including location, price, range and
quality of our ophthalmic services, skilled and experienced ophthalmologists/physicians, level
of technology and supporting infrastructure. Increased competition could reduce our
operating margins and profitability and may result in a financial loss and loss of market share,
or require us to incur additional manpower costs and capital expenditure. Increase in
competition may also lead us to reduce our prices to attract patients, adversely affecting our
financial condition and operating results. In the event our competitors launch new eye
centres/hospitals near our existing eye centres/hospitals, we may be unable to retain our
ophthalmologists/physicians, employees and patients.

Some of our existing and potential competitors may have competitive advantages, such as
longer operating histories, have greater financial, personnel and other resources than we do. If
we fail to compete effectively, maintain or grow our market share, our business and financial
conditions and operating results and business prospects will be adversely affected.

We lease the premises in which our eye centres/hospitals are located, and face certain risks
relating to such leases.

Our eye centre/clinics in Hong Kong and our eye hospital in the PRC are operated at
leased premises. During the three years ended 31 December 2016, rental expense amounted to
HKS$15.4 million, HK$14.0 million and HK$16.5 million, representing 15.8%, 11.8%, and
10.8% of our cost of revenue, respectively. During the six months ended 30 June 2017, we
incurred rental expense of HKS$9.1 million, representing 11.7% of our cost of revenue,
respectively. The Lease Agreement will constitute continuing connected transactions for our
Company following the Listing, further information on which is set forth in the section headed
“Continuing Connected Transactions™ in this prospectus.
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The lease agreements we entered into for our eye centre/clinics in Hong Kong and the
PRC typically have lease term of one to ten years, and will expire as early as April 2019. The
landlords may exercise early termination of our leases or may refuse to renew our leases on
acceptable terms following expiration. We cannot assure you that we will be able to enter into
new leases or renew our leases on commercially acceptable terms in the future or at all. The
availability of commercially suitable and convenient locations is important to our business. If
we are unable to maintain operations in such locations, our business and financial conditions
and operating results could be adversely affected.

In the PRC, for new eye centres/hospitals to be established by us in the PRC, we need to
obtain pre-approval for the premises to be used as our eye centres/hospitals before applying
for the required licence. We may need to incur significant amount of rental expense before the
leased premises can be used for the provision of ophthalmic services. The impact of the rental
expense is expected to increase with the expansion of our service network as part of our
business strategies, further information on which is set forth in the section headed “Applicable
Laws and Regulations — Law and regulations related to healthcare service sector in the PRC
— Regulations on the administrative and classification of healthcare institution” in this
prospectus. In any of these events, our business and financial conditions and operating results
could be adversely affected.

Application of HKFRS 16 Leases could affect our operating results, financial position and
certain financial ratios due to our operating lease commitments.

We are a lessee of various properties, including offices, eye centre, surgery centre, satellite
clinics and eye hospital, under which the relevant leases are classified as operating leases. As
of 30 June 2017, the lease commitments amounted to HK$133.6 million with most of them
had an original lease term of over one year, which are currently classified under operating
leases, i.e. the amount of our lease commitments is not recorded as part of our financial
liabilities. Our current accounting policy for such leases is set forth in Note 2.24 to the
accountant’s report in Appendix I to this prospectus.

HKFRS 16 was issued in May 2016, which will be effective for accounting periods
beginning on or after 1 January 2019. We will apply HKFRS 16 as when it becomes effective as
part of our accounting policy. Following the adoption of such accounting policy, we expect
that certain part of the lease commitments will be recognised in our consolidated balance
sheets as right of use assets and lease liabilities. The new accounting policy would therefore
result in an increase in assets and financial liabilities in our consolidated balance sheets. In
profit or loss, rental expenses under otherwise identical circumstances will decrease, but
depreciation and related interest expense are expected to increase. Accordingly, the impacts on
our Group’s financial results are not expected to be material but certain financial ratios, such
as return on total assets, could be adversely affected.
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Allotment and issue of Shares upon the exercise of the options granted under the Pre-IPO Share
Option Scheme will result in the dilution of your shareholdings in our Company could negatively
impact the financial results of our operations on a per-share basis.

To provide incentives to our executive Directors, our ophthalmologists/physicians in
Hong Kong and the PRC, members of our senior management team and employees and
consultants in Hong Kong and the PRC, we granted the Pre-IPO Share Options which allow
awards of options to be allotted and issued up to 46,765,000 Shares, representing 4.68% of the
enlarged number of Shares immediately following completion of the Global Offering and the
Capitalisation Issue (without taking into consideration any Share which may be issued upon
any exercise of the Over-allotment and the options granted under the Pre-IPO Share Option
Scheme and any option that may be granted under the Post-IPO Share Option Scheme).

As of the Latest Practicable Date, all of the Pre-IPO Share Options had not been
exercised and remained outstanding. Assuming full vesting and exercise of the outstanding
options granted under the Pre-IPO Share Option Scheme, the sharecholding of our
Shareholders immediately following the Listing would be diluted by 4.47% as calculated based
on 1,046,765,000 Shares then in issue (without taking into consideration any Share which may
be allotted and issued upon the exercise of the Over-allotment Option and any option that
may be granted under the Post-IPO Share Option Scheme) and the dilution effect on our
earnings per Share would be 4.47%.

In addition, we are required to recognise share-based compensation as expenses. We
estimate that the share-based compensation expenses we will recognise in the four years ending
31 December 2020 for the Pre-IPO Share Options will amount to HK$6.6 million, HK$6.3
million, HK$3.0 million and HK$0.7 million, respectively. Further information is set forth in
the section headed “History, Development and Reorganisation — Pre-IPO Share Option
Scheme” in this prospectus and the paragraphs under “D. Share Option Schemes — 1. Pre-IPO
Share Option Scheme” in Appendix IV to this prospectus.

We account for the options granted under the Pre-IPO Share Option Scheme as an
equity-settled share-based payment to our executive Directors, Hong Kong Ophthalmologists,
members of our senior management team and our physicians and employees in Hong Kong
and the PRC. The fair value of these share options is amortised within the vesting period
under the Pre-IPO Share Options. We expect to recognise an amount of HK$6.1 million as
employee benefit expenses in the consolidated statement of comprehensive income in the year
ending 31 December 2017.

Issuance of Shares pursuant to the exercise of the options granted under the Pre-IPO
Share Option Scheme will result in an increase in the total number of Shares in issue and
therefore dilute your shareholding percentage. Moreover, the issuance or award of Shares
under the Post-IPO Share Option Scheme or any other share-based payment transactions that
we may conduct may negatively impact the financial results of our operations on a per-Share
basis.
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We may be subject to intellectual property rights infringement or misappropriation claims by
third parties, which may force us to incur substantial legal expenses and, if determined adversely
against us, may materially disrupt our business.

We may be exposed to intellectual property rights infringement or misappropriation
claims by third parties during the course of our operations. We may also be subject to
litigation involving claims of trademark infringement or violation of other intellectual
property rights of third parties. Defence against any of these or other claims would be both
costly and time-consuming, and could significantly divert the efforts and resources of our
management and other personnel. An adverse determination in any such litigation or
proceedings to which we may become a party could subject us to significant liability to third
parties, require us to seek licences from third parties, pay ongoing royalties, or subject us to
injunctions prohibiting the provision and marketing of the relevant brand or services. To the
extent that licences are not available to us on commercially reasonable terms or at all, we may
be required to expend considerable time and resources sourcing alternative technologies or
rebranding our services, if any, or we may be forced to delay or suspend the relevant services
or the promotion of our brand. We may incur substantial expenses and require significant
attention of management in defending against these third-party infringement claims,
regardless of their merit. Protracted litigation could also result in our patients or potential
patients deferring, reducing or cancelling their purchase of our services. In addition, we could
face disruptions to our business operations as well as damage to our reputation as a result of
such claims, and our business and financial conditions and operating results could be
adversely affected.

We are subject to risk of system failure caused by unexpected network interruptions, security
breaches, attack by hackers or computer virus, and business interruption due to natural or
man-made disasters.

Our business operations depend significantly on the reliability of our information
systems for medical centre administration, management of patient information and financial
information. There is no assurance that we can successfully maintain the satisfactory performance,
reliability, security, and availability of our information technology infrastructure. Such failure
may be caused by unexpected network interruptions, security breaches, attacks by hackers or
computer virus.

Further, our operation may be interrupted if any of our medical centres or information
technology infrastructure suspends operations due to the occurrence of events such as fire,

hardware and software failure or telecommunication failure.

If any of the above events occur, our business operation could be disrupted, thereby
affecting our business and financial conditions, operating results and business prospects.
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We face risks related to health epidemics, contagious diseases and other outbreaks.

Our business could be materially and adversely affected by the outbreaks of contagious
diseases such as Middle East Respiratory Syndrome, or MERS, Ebola, Severe Acute
Respiratory Syndrome, or SARS, H5N1 avian influenza, human swine flu, or Influenza A or
HINT1 flu, or another epidemic. Any prolonged recurrence of H5N1 avian influenza or SARS,
an outbreak of other epidemics, or other adverse public health developments in Hong Kong
and the PRC may have a material and adverse effect on our business operations. We have not
adopted any written preventive measures to combat any future outbreak of MERS, Ebola,
SARS or any other epidemics. In addition, since we are in the business of provision of
ophthalmic services, any outbreak of epidemic may be expected to directly impact our
operations, including straining our facilities and employees, exposing employees to the
outbreak of epidemic, disrupting regular business operations, imposing upon the eye
centres/hospitals and hospitals local, national or international requirements to contain the
outbreak of epidemic, exposing the eye centres/hospitals and hospitals to potential liability
for any actions taken or the failure to take with respect to instances of the outbreak of
epidemic that are presented to the eye centres/hospitals and hospitals and other unforeseeable
events.

We may incur investment loss in relation to the financial assets purchased by us.

Historically, we purchased principal-protected deposit or investment products issued by
licensed banks in the PRC for the purpose of increasing the investment return of our cash and
cash equivalent. We did not have any formal policy for such investment products, and we
recorded gain on such financial assets during the three years ended 31 December 2016 of
HK$0.3 million, HK$0.5 million and HKS$0.6 million, respectively. During the six months
ended 30 June 2016 and 2017, our gain from such deposit or investment products amounted to
HK$0.3 million and HK$0.7 million, respectively. Effective from July 2017, we implemented a
formal cash management policy, further information on which is set forth in the section
headed “Financial Information — Liquidity and capital resources — Cash management policy
adopted by us” in this prospectus, for the purpose of effectively monitoring the risks involved
in making investment products and the investment retain derived from such investment
products. Nevertheless, whilst the purpose of making the investments is to fully utilise our
cash surplus, we cannot assure you that we would not incur any loss in relation to such deposit
or investment products in the future. In such event, our business and financial conditions
could be adversely affected.

Dividends declared in the past may not be indicative of our dividend policy in the future.

In August 2016, we declared special dividends in the total amount of HK$46.5 million
which was settled against the amount due from/(to) our Shareholders. On 30 September 2017,
we declared a special interim dividend of HK$100.0 million and that will be paid to Dr.
Dennis LAM before the Listing Date. Following Listing, any dividend declared by us will have
to be approved by our Board and the amount of any dividend will depend on various factors,
including, without limitation, our operating results, financial condition, future prospects and

— 38 —



RISK FACTORS

other factors which our Board may determine are important. Our historical dividends are
therefore not indicative of our future dividend distribution policy. Potential investors should
be aware that the amount of dividends paid previously should not be used as a reference or
basis upon which future dividends are determined.

RISK RELATING TO THE POSSIBLE REFORM OF THE REGULATORY FRAMEWORK
IN HONG KONG

While private healthcare facilities in Hong Kong comprise a wide range of
privately-owned facilities providing medical diagnosis and treatment, the current scope of
regulation is limited to a narrow set of premises, namely private hospitals and
non-profit-sharing medical clinics, respectively, registered under the Hospitals, 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) since
1960s. In June 2017, the Hong Kong government proposed the PHF Bill which is intended to
introduce a new regulatory framework to private healthcare facilities in Hong Kong. A brief
summary of the PHF Bill is set forth in the section headed “Applicable Laws and Regulations
— Recent development on the regulatory framework of Hong Kong private healthcare
facilities — Proposed Statutory control” in this prospectus. The PHF Bill was introduced into
the Legislative Council of the Hong Kong on 21 June 2017 and a bills committee was
established on 23 June 2017 for reviewing the PHF Bill. The PHF Bill is not in its final form,
and public consultation on the scope of the PHF Bill, the ramifications therein contained and
the relationship with the existing regulatory framework on the conduct of medical
practitioners remain unclear. We are not able to ascertain the impact of PHF Bill at the
amount stage, nor are we able to determine whether it could be passed as Hong Kong
legislation in its form or at all. There is also no fixed timetable on reading and considering the
PHF Bill by the Hong Kong legislature.

As in all other cases, introduction of a new law may create uncertainty and conflicts.
Compliance with the new statutory requirements may also be costly and may require
additional time and resources from our management. Enforcement of new law may also be
inconsistent, and this would create uncertainty in the operation model of the medical
profession in Hong Kong. All of these factors could result in changes which could affect our
business and financial conditions and operating results.

RISKS RELATING TO THE PRC

Increasing number of physicians permitted to be engaged in multi-site practice in the PRC could
affect our operating results.

Further information on the regulations on multi-site practice by physicians in the PRC is
set forth in the section headed “Applicable Laws and Regulations — PRC — Law and
regulations related to healthcare service sector in the PRC — Laws and regulations on medical
personnel of healthcare institutions” in this prospectus. As of the Latest Practicable Date, we
had two physicians in the PRC employed by us and registered to be engaged in multi-site
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practice. Most of these physicians are experienced physicians and are practising in public
hospitals in the PRC in a particular sub-specialty. If these physicians cease to practice with us
or otherwise refer their patients to other eye centres/hospitals at which they practice, it would
affect our patient intake as well as the amount of fees generated from them.

On the other hand, if our team of existing physicians would like to be engaged in
multi-site practice, they may be more susceptible to attrition and may affect the time and
attention to our business.

In any of these events, our business and financial conditions as well as our operating
results could be adversely affected.

Regulatory pricing controls and reimbursement limits under social insurance programmes may
affect our pricing of certain healthcare services and products.

The PRC Government imposes price controls and price ceilings on the healthcare services
provided by public healthcare facilities. In addition, the healthcare services covered by social
healthcare insurance programme are also subject to different reimbursement amounts. These
mean that hospitals in private sector in the PRC providing such services under the social
healthcare insurance programme may only seek reimbursement from the PRC Government up
to the maximum amounts from time to time determined by the PRC Government. Further
information on these price controls as well as the social healthcare insurance programme is set
forth in the section headed “Applicable Laws and Regulations — Law and regulations related
to the healthcare service sector in the PRC — Regulations on the reform of healthcare
institutions” in this prospectus.

Although the price controls and price ceilings are not applicable to us, if our patients are
seeking reimbursements from the social healthcare insurance, the maximum amount that may
be charged by us for the ophthalmic services rendered could not be more than the designated
amounts. Any additional or excessive amount will need to be borne by the patients themselves.
During the three years ended 31 December 2016 and the six months ended 30 June 2017, the
amount of our revenue received from patients under social healthcare insurance in the PRC
was less than 3.0% of our total revenue.

Such adjustment may affect the amount of fees received from social healthcare insurance
programme. If the PRC Government imposes stringent control on the reimbursement amount,
our fee that may be charged by us to such patients under the social healthcare programme may
decrease. This could affect the amount of revenue as well as our business and financial
conditions.
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Non-compliance with the PRC advertising laws, rules and regulations could be subject to
government sanctions.

The contents of our advertisements in the PRC are required to comply with the
applicable PRC laws, and regulations. According to the Administrative Measures on Medical
Advertisement (B 5% #H#7%) and Notice on Further Strengthening the Administration
of Medical Advertisements ([ % — 25 fin i 5 58 J6 15 45 B A9 4 A1), Shenzhen C-MER Hospital
must obtain a Medical Advertisement Review Certificate (E¥HEEHFELTW) before
publishing a medical advertisement. Any breach of these regulations may result in penalty
against our subsidiaries in the PRC, including administrative, orders, warnings, suspension of
operations, revocation of the permit to engage in the provision of ophthalmic services, i.e. the
Medical Institution Practicing Licence.

In the PRC, our business promotion activities are subject to various laws and regulations
as to the contents and the media on which we may advertise our business. During the Track
Record Period, we received three complaints on non-compliance with content requirements of
our advertisements in the PRC and we have paid administrative penalties. Further information
on these non-compliance incidents is set forth in the section headed “Business —
Non-compliance incidents” in this prospectus.

In addition, if the contents of the published advertisement are different from what is
approved and documented in the Medical Advertisement Examination Certificate (&% 15 %
##EH), the competent authority may revoke the Medical Advertisement Examination
Certificate (B 5% A7) and suspend any application for advertisement examination
for one year. In any of these events, we may not be able to make advertisement in the PRC and
our business and financial conditions and operating results could be adversely affected.

Failure to comply with anti-corruption laws could subject us to investigations, sanctions or fines,
which may harm our reputation and have a material adverse effect on our business, operating
results and prospects.

Our internal policies mandate compliance with anti-corruption laws. However, the
ophthalmic industry in the PRC generally poses elevated risks of violations of anti-corruption
laws, in particular with respect to improper payments received by our management and
employees to facilitate preferential treatment with respect to services and drugs. The PRC
Government has recently increased its anti-bribery efforts by introducing a range of measures
to address such payments. We cannot assure you that our management and employees will
fully comply with anti-corruption regulations at all times, or that our management will be able
to detect and identify all instances of bribery involving our hospitals. We may also be subject
to adverse publicity based on false allegations of bribery or corruption within our hospitals.
In the event that any bribery incident involving our management or employees materialises, we
may be subject to investigations, sanctions or fines, and our reputation could be significantly
harmed by any negative publicity stemming from such incidents or any penalties levied against
us arising from them, which may have a material adverse effect on our business, operating
results and prospects.
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Any adverse change in the PRC regulatory regime for the healthcare industry, particularly
changes in healthcare reform policies, could have a material adverse effect on our business.

Our growth relies to a significant extent on the continued development of the PRC
ophthalmic industry, in particular the healthcare reform. Further information on healthcare
reform measures in the PRC is set forth in the section headed “Applicable Laws and
Regulations — Law and regulations related to the healthcare service sector in the PRC —
Regulations on the reform of healthcare institutions” in this prospectus.

The policies of the PRC Government may change from time to time, depending on the
objectives prioritised by the PRC Government, as well as the political climate at any given
time and the continued development of the PRC healthcare industry. Any future change in the
relevant government policies may affect public hospital reform and limit private or foreign
investments in ophthalmic services. Such future changes or reforms, if adopted and
implemented, may limit the services we are able or intend to provide and the sources of our
revenue, increase the cost of our services, restrict our ability to pursue potential acquisitions
and expansions, intensify the competition, or otherwise negatively affect us disproportionately
compared to our competitors and may therefore adversely affect our operations and business
prospects.

In addition, the interpretation, implementation and enforcement of government policies
and regulations may vary among different regulators. We cannot ensure that our business,
financial conditions and operating results will not be materially and adversely affected by such
differences in interpreting, implementing and enforcing government policies or regulations.

We are subject to the political, economic and social developments as well as laws, rules,
regulations and licencing requirements in the PRC.

Certain of our business, assets, operations and revenue are located in or derived from our
operations in the PRC, and as a result, our business, financial condition and operating results
are subject, to a certain degree, to the economic, political, social and regulatory environment
in the PRC. During the three years ended 31 December 2016, our revenue generated from the
ophthalmic services rendered in the PRC accounted for 38.7%, 38.5% and 35.2% of our
revenue, respectively. During the six months ended 30 June 2017, our total revenue generated
from the PRC accounted for 37.2% of our total revenue.

The economy of the PRC differs from the economies of most developed countries in
many respects, including, among others, the extent of government involvement, level of
development, growth rate, and control of foreign exchange and the allocation of resources.
The PRC economy has been undergoing a transition from a planned economy to a
market-oriented economy. The PRC Government has in recent years implemented measures
emphasising the utilisation of market forces for economic reform, the reduction of state
ownership of productive assets and the establishment of sound corporate governance in
business enterprises; however a substantial portion of productive assets in the PRC is still
owned by the PRC Government. In addition, the PRC Government continues to play a
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significant role in regulating industry development by imposing industrial policies. The PRC
Government still retains significant control over the PRC’s economic growth through the
allocation of resources, controlling payment of foreign currency denominated liabilities,
setting monetary policy and providing preferential treatment to particular industries or
enterprises.

Our performance has been and will continue to be affected by the PRC’s economy, which
in turn is influenced by the global economy. The global economic slowdown and the turmoil in
the global financial markets that began in the second half of 2008, continued weakness in the
United States economy and the sovereign debt crisis in Europe have collectively added
downward pressure to the PRC’s economic growth.

Any of the above factors may materially and adversely affect our business, financial
condition and operating results. We are unable to accurately predict the precise nature of all
the risks and uncertainties that we face as a result of current economic, political, social and
regulatory conditions and many of these risks are beyond our control.

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

Certain parts of our business and operations are conducted in the PRC and are governed
by applicable PRC laws, rules and regulations. The PRC legal system is based on written
statutes and their interpretation by the Supreme People’s Court. Prior court decisions may be
cited for reference, but have limited weight as precedents. Since the late 1970s, the PRC
Government has significantly enhanced the PRC legislation and regulations to provide
protection to various forms of foreign investments in the PRC. However, the PRC has not
developed a fully integrated legal system, and recently enacted laws, rules and regulations may
not sufficiently cover all aspects of economic activity in the PRC. As many of these laws, rules
and regulations are relatively new, and because of the limited volume of published decisions,
the interpretation and enforcement of these laws, rules and regulations involve uncertainties
and may not be as consistent and predictable as in other jurisdictions. In addition, the PRC
legal system is based in part on government policies and administrative rules that may have a
retroactive effect. As a result, we may not be aware of our violations of these policies and
rules until sometime after the violation. Furthermore, the legal protection available to us
under these laws, rules and regulations may be limited. Any litigation or regulatory
enforcement action in the PRC may be protracted and may result in substantial costs and the
diversion of resources and management attention, which in turn could have a material adverse
effect on our financial condition and operating results.

Restrictions on foreign exchange and fluctuations in Renminbi exchange rates may limit the
ability of our operating subsidiaries in the PRC to remit payments to us and may expose us to

exchange rate volatility.

A growing portion of our revenue is expected to be denominated in RMB. During the
three years ended 31 December 2016, our revenue denominated in RMB represented 38.7%,
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38.5% and 35.2% of our total revenue, respectively. During the six months ended 30 June 2017,
our revenue denominated in RMB represented 37.2% of our total revenue. Under the existing
foreign exchange regulations in the PRC, we may undertake current account foreign exchange
transactions without prior approval from SAFE by complying with certain procedural
requirements. The PRC Government may, however, decide to restrict access to foreign
currencies for current account transactions in the future. Shortages in the availability of
foreign currency may restrict our ability to remit sufficient foreign currency to pay dividends,
or otherwise satisfy any foreign currency-denominated obligations we may incur. In addition,
since our future cash flow from operations in the PRC will continue to be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to
receive dividends and distributions from our subsidiaries in the PRC, purchase goods and
services outside of the PRC, or otherwise fund any future business activities that may be
conducted in currencies other than the Renminbi.

The convertibility of the RMB into other currencies is subject to changes in the PRC
policies and international economic and political developments. In 2005, the PRC
Government changed its policy of pegging the value of the Renminbi to the US dollar. Under
the current policy, the Renminbi is pegged against a basket of currencies, determined by the
PBOC, against which it can rise or fall within stipulated ranges from 1% to 5% against
different currencies each day. This change in policy has resulted in an appreciation of the
value of the Renminbi against the US dollar of approximately 30% from July 2005 to June
2013. The PBOC announced on 11 August 2015 that it would improve the middle price
quotation mechanism for determining the US dollar-Renminbi exchange rates. On the same
day, the daily reference rate for Renminbi against US dollars depreciated 1.9% to 6.2298
compared with 6.1162 for 10 August 2015.

We cannot predict whether the PRC Government may change its policies that have effect
on the exchange rate of the Renminbi, as well as when and how Renminbi exchange rates may
change going forward. Fluctuations in exchange rates may adversely affect the value, when
translated or converted into US dollars or Hong Kong dollars (which are pegged to the US
dollar), of our assets in the PRC, as well as the earnings or any declared dividends of our PRC
subsidiaries. Also, there are limited hedging instruments available in the PRC to reduce our
exposure to exchange rate fluctuations between the Renminbi and other currencies. To date,
we have not entered into any agreements to hedge our exchange rate exposure. In any event, to
the extent such hedges are available, their effectiveness may be limited and we may be unable
to hedge our exposure successfully, or at all.

SAFE regulations may limit our ability to effectively finance our operations and intended
expansion in the PRC with the net proceeds from the Global Offering, which may materially and
adversely affect the value of your investment and may make it more difficult for us to expand our
operations in the PRC.

We intend to finance our operations and intended expansion in the PRC with the net

proceeds from the Global Offering through overseas shareholder loans or additional capital
contributions, which require registration with or approvals from PRC Government authorities.
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Any overseas shareholder loans to our PRC businesses must be registered with the local
branch of SAFE as a procedural matter, and such loans cannot exceed the difference between
the total amount of investment our PRC businesses are approved to make under the relevant
PRC laws and their respective registered capital. In addition, the amounts of the capital
contributions are subject to the approval of the Ministry of Commerce in China or its local
counterpart. We cannot assure you that we will be able to complete the necessary government
registrations or obtain the necessary government approvals on a timely basis, or at all, with
respect to making future loans or capital contributions to our PRC businesses with the net
proceeds from the Global Offering. If we fail to complete such registrations or obtain such
approvals, our ability to contribute additional capital to fund our PRC businesses may be
materially and adversely affected, which in turn could materially and adversely affect the
liquidity of our PRC operations and our ability to fund and expand our operations in the
PRC.

Our dividend income from our foreign invested subsidiaries in the PRC may be subject to a higher
rate of withholding tax than that which we currently anticipate.

Under the EIT Law and its implementation rules, PRC withholding tax at the rate of 10%
is applicable to dividends paid by PRC enterprises to their foreign shareholders who are not
“PRC tax resident enterprises”, unless the jurisdiction of such foreign shareholder has a tax
treaty or similar arrangement with the PRC that provides for a different withholding
arrangement and the foreign sharecholder obtains approval from competent local PRC tax
authorities for application of such tax treaty or similar arrangement. According to the
Arrangement on Avoidance of Double Taxation and Tax Evasion between the Mainland and
Hong Kong (A F1 A 95 45 Il A7 B i B8 i 363 Py 15 4 0 B o 0B A0 B LE M I B 19 % BE), if a Hong
Kong incorporated entity is the direct “beneficial owner” of 25% or more in a PRC entity, a
lower rate of 5% will be applied to the dividend made by the PRC entity to such Hong Kong
entity.

The determination of beneficial ownership 1is clarified under the Notice on
Understanding and Determining Beneficial Owners (5 22 % %5 48 5y B i i 4] £ i 70 52 22 B A 1h
FEH “Z g A N 3 AT, which expressly excludes from the definition of a beneficial owner
a “conduit company”, or any company established for the purposes of avoiding or reducing
tax obligations or transferring or accumulating profits and not engaged in actual operations
such as manufacturing, sales or management. We invest in our subsidiaries in the PRC through
HK C-MER China. We intend to pay 5% withholding tax on the distributable profits of our
subsidiaries in the PRC. It is uncertain whether our Hong Kong subsidiaries will be considered
a “beneficial owner” and there is no assurance that the tax authority will not impose a higher
withholding tax rate of 10% on our dividend income from our subsidiaries in the PRC. If the
dividends from our subsidiaries in the PRC are subject to the higher withholding tax under the
EIT Law, our business and financial conditions, operating results and business prospects could
be materially and adversely affected.
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PRC regulation of loans and direct investment by offshore holding companies in relation to PRC
entities may delay or prevent us from using the proceeds of the Global Offering to make loans or
capital contributions to our subsidiaries in the PRC, which could materially and adversely affect
our liquidity and our ability to fund and expand our business.

In utilising the proceeds from the Global Offering or any future offerings, as an offshore
holding company of our subsidiaries in the PRC, we may make loans to our subsidiaries in the
PRC, or we may make capital contributions to our subsidiaries in the PRC. Any loans to our
Subsidiaries in the PRC are subject to PRC regulations and approvals. For example, loans by
us to our wholly owned subsidiaries in the PRC to finance their activities are subject to
statutory limits and must be registered with SAFE or its local counterpart. Any capital
contributions to our subsidiaries in the PRC must be approved by MOFCOM or its local
counterpart. The use of such Renminbi may not be changed without approval from SAFE,
and may not be used to repay Renminbi loans which have been sub-lent to third parties.

We cannot assure you that we will be able to complete the necessary government
registrations or obtain the necessary government approvals on a timely basis, if at all, with
respect to future loans by us to our subsidiaries in the PRC or with respect to future capital
contributions by us to our subsidiaries in the PRC. If we fail to complete such registrations or
obtain such approvals, our ability to use the proceeds we receive from the Global Offering and
to capitalise or otherwise fund our PRC operations may be negatively affected, which could
materially and adversely affect our liquidity and our ability to fund and expand our business
in the PRC.

RISKS RELATING TO THE GLOBAL OFFERING

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

Prior to the completion of the Global Offering, there has been no public market for our
Shares. The Offer Price is the result of negotiations between us and the Sole Global
Coordinator and Sole Bookrunner (acting in such capacity and as the Underwriter), which
may not be indicative of the market prices at which our Shares will be traded following
completion of the Global Offering. In addition, there can be no guarantee that an active
trading market for our Shares will develop or if it does develop, that it will be sustained
following completion of the Global Offering; or that the market prices of our Shares will not
decline below the Offer Price.
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The market price of our Shares may be volatile, which could result in substantial losses to you.

The market price of our Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including general market conditions of the securities markets in
Hong Kong, the PRC, Singapore, the United States and the United Kingdom, and elsewhere in
the world. These broad market and industry factors may significantly affect the market price
and volatility of our Shares, regardless of our actual operating performance.

In addition to market and industry factors, the market price and trading volume of our
Shares may be highly volatile for specific business reasons. In particular, factors such as
variations in our revenue, earnings and cash flow could cause the market price of our Shares
to change substantially. Any of these factors may result in large and sudden changes in the
volume and trading price of our Shares.

Our Controlling Shareholders have substantial control over our Company and their interests may
not align with the interests of the other Shareholders.

Prior to and immediately following completion of the Global Offering, our Controlling
Shareholders will remain having substantial control over our Company. Subject to our Articles
of Association, the Companies Ordinance and the Cayman Companies Law, our Controlling
Shareholders will be able to exercise significant control and exert significant influence over
our business or otherwise on matters of significance to us and other Sharecholders by voting at
the general meeting of the Shareholders. The interest of the Controlling Shareholders may
differ from the interests of other Shareholders and they are free to exercise their votes
according to their interests. To the extent that the interests of the Controlling Shareholders
conflict with the interests of other Shareholders, the interests of other Shareholders can be
disadvantaged and harmed.

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

As the Offer Price of our Shares is higher than the net tangible book value per Share of
our Shares immediately prior to the Global Offering, purchasers of our Shares in the Global
Offering will experience an immediate dilution.

We may grant share options pursuant to the Share Option Scheme, which will entitle
participants in these share incentive schemes to receive Shares under certain circumstances.
Further information is set forth in the paragraphs under “D. Share Option Schemes” in
Appendix IV to this prospectus. Exercise of options may result in an increase in our issued
share capital, which in turn may result in a dilution of our Shareholders’ equity interest in our
Company and a reduction in earnings per Share.

47 _



RISK FACTORS

Due to a gap approximately five business days between the pricing and the Listing Date, the
initial trading price of our Shares can be lower than the Offer Price.

The Offer Price will be determined on the Price Determination Date. However, our
Shares will not commence trading on the Stock Exchange until the Listing Date, which is
generally expected to be approximately five business days after the Price Determination Date.
As a result, investors may not be able to sell or otherwise deal in our Shares during such
period, and thus are subject to the risk that the market price of our Shares could fall before
trading begins as a result of adverse market conditions or other adverse development is
occurring during this period.

Investors for our Shares may face difficulties in protecting their interests under Cayman Islands
law, which may provide different remedies to minority shareholders when compared with the laws
of Hong Kong or other jurisdictions.

We are an exempted company incorporated in the Cayman Islands with limited liability,
and the law of the Cayman Islands differs in some respects from that of Hong Kong or other
jurisdictions where investors may be located.

Our corporate affairs are governed by our memorandum and articles of association, the
Cayman Companies Law and the common law of the Cayman Islands. The rights of
Shareholders to take legal action against us and our Directors, actions by minority
Shareholders and the fiduciary responsibilities of our Directors to us under Cayman Islands
law are to a large extent governed by the common law of the Cayman Islands. The common
law of the Cayman Islands is derived in part from comparatively limited judicial precedent in
the Cayman Islands as well as from English common law, which has persuasive but not
binding authority on a court in the Cayman Islands. The laws of the Cayman Islands relating
to the protection of the interests of minority shareholders differ in some respects from those
in Hong Kong and other jurisdictions. Such differences mean that the remedies available to
our minority Shareholders may be different from those they would have under the laws of
Hong Kong or other jurisdictions. Further information is set forth in Appendix III to this
prospectus.

The sale or availability for sale of substantial amounts of our Shares, especially by our
Directors, senior management members and current shareholders, could materially and adversely
affect the market price of our Shares.

Future sales of a substantial number of our Shares by our existing shareholders, or the
possibility of such sales, could materially and adversely affect the market price of our Shares
and our ability to raise equity capital in the future at a time and price that we deem
appropriate.
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The Shares held by our Controlling Shareholders are subject to certain lock-up periods
beginning on the date on which trading of our Shares commences on the Stock Exchange.
While we are not currently aware of any intention of our Controlling Shareholders to dispose
of significant amounts of their Shares after the completion of the lock-up periods, we cannot
assure you that they will not dispose of any Shares they may own now or in the future.

You should read the entire prospectus carefully and should not rely on any information contained
in press articles or other media regarding us and the Global Offering.

We strongly caution you not to rely on any information contained in press articles or
other media regarding us and the Global Offering. Prior to the publication of this prospectus,
there has been press and media coverage regarding us and the Global Offering. Such press and
media coverage may include references to certain information that does not appear in this
prospectus, including certain operating and financial information and projections, valuations
and other information. We have not authorised the disclosure of any such information in the
press or media and do not accept any responsibility for any such press or media coverage or
the accuracy or completeness of any such information or publication. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication. Information contained in our website, located at
www.cmereye.com, does not form part of this prospectus. To the extent that any such
information is inconsistent or conflicts with the information contained in this prospectus, we
disclaim responsibility for it and you should not rely on such information.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, without limitation,
statements relating to:

—  our business and operating strategies and our ability to implement such strategies;

—  our operations and business prospects, including development plans for our existing and
new businesses;

—  the future competitive environment of the ophthalmic practice in Hong Kong and the
PRC;

—  technological breakthrough in relation to medicine or the technology used in eye surgery;

— Hong Kong government policy on medical practice and the relationship between Hong
Kong and the PRC in relation to the medical practice in general;

—  the level of health consciousness and the general well-being of population in Hong Kong
and the PRC; and

—  the general economic trend in Hong Kong and the PRC.

The words “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”,
“plan”, “seek”, “will”, “would” and similar expressions, as they relate to us, in particular, in
the sections headed “Business” and “Financial Information” in this prospectus, are intended
to identify a number of these forward-looking statements. These statements are based on
numerous assumptions regarding our present and future business strategy and the
environment in which we will operate in the future. They reflect the current views of our
management with respect to future events and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in this prospectus. Subject to the
requirements of applicable laws, rules and regulations, we do 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. Hence, should one or more of these
risks or uncertainties materialise, or should underlying assumptions prove to be incorrect, our
financial condition may be adversely affected and may vary materially from those described
herein as anticipated, believed, or expected. Accordingly, any of such statements is not a
guarantee of future performance and you should not place undue reliance on such
forward-looking information. All forward-looking statements contained in this prospectus are
qualified by reference to the cautionary statements set forth in this section.
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WAIVER AND EXEMPTION FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
THE COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, we have sought the following waiver and
exemption from strict compliance with certain provisions of the Listing Rules and the

Companies (Winding Up and Miscellaneous Provisions) Ordinance.

WAIVER ON CONTINUING CONNECTED TRANSACTIONS

Following the Listing, the Lease Agreement will constitute continuing connected
transactions for our Company. We have applied for and the Stock Exchange has granted a
waiver from strict compliance with the announcement requirements under Chapter 14A of the
Listing Rules for such continuing connected transactions. Further information on the Lease
Agreement is set forth in the sections headed “History, Development and Reorganisation —
Corporate history of D&S Limited and the Shenzhen Property” and “Continuing Connected
Transactions” in this prospectus.

WAIVER AND EXEMPTION IN RELATION TO THE PRE-IPO SHARE OPTION
SCHEME

Under Rule 17.02(1)(b) of the Listing Rules, paragraph 27 of Appendix 1A to the Listing
Rules and paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, this prospectus is required to include, among other
things, details regarding the number, description and amount of any of our Shares which any
person has, or is entitled to be given, an option to subscribe for, together with certain
particulars of each option, namely the period during which it is exercisable, the price to be
paid for Shares subscribed for under it, the consideration (if any) given or to be given for it or
for the right to it and the names and addresses of the persons to whom it was given, full details
of all outstanding options and their potential dilution effect on the shareholdings upon
Listing, as well as the impact on the earnings per Share arising from the exercise of such
outstanding options under the Pre-IPO Share Option Scheme.

We granted the Pre-IPO Share Options to 140 Grantees to subscribe for 46,765,000
Shares on the terms set forth in the section headed “History, Development and Reorganisation
— Pre-IPO Share Option Scheme” in this prospectus and the paragraphs under “D. Share
Option Schemes — 1. Pre-IPO Share Option Scheme” in Appendix IV to this prospectus. The
Grantees include Connected Grantees, Doctor Grantees, Consultant Grantees and members
of our senior management team and physicians and employees in the PRC and Hong Kong
(the “Employee Grantees”).

We have applied (i) to the Stock Exchange for a waiver from strict compliance with the
requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to
the Listing Rules and (ii) to the SFC for an exemption from strict compliance with paragraph
10(d) of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance pursuant to section 342A of Companies (Winding Up and
Miscellaneous Provisions) Ordinance in connection with the disclosure of certain details
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WAIVER AND EXEMPTION FROM STRICT COMPLIANCE WITH THE LISTING RULES AND

THE COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

relating to the Pre-IPO Share Options and certain Grantees in this prospectus. In light of the

requirements under the relevant regulations described above, we have made the following
submissions to the Stock Exchange and the SFC:

@)

(i1)

(iii)

the Pre-IPO Share Options are granted to 140 Grantees to subscribe for 46,765,000
Shares, representing 4.68% of our Shares in issue immediately after completion of Global
Offering and the Capitalisation Issue (without taking into consideration our Shares that
may be allotted and issued upon the exercise of the Over-allotment Option, the Pre-IPO
Share Options and any option that may be granted under the Post-IPO Share Option
Scheme). The Grantees comprise three Connected Grantees, seven Doctor Grantees, five
Consultant Grantees, two members of our senior management team and 123 Employee
Grantees;

our Directors consider that it would be unduly burdensome to disclose in this prospectus
full details of all the Pre-IPO Share Options granted by us to each of the Grantees, which
would significantly increase the time required for prospectus preparation and more
importantly, such information on the individual entitlement and personal information on
each Grantee is of less relevance to the perspective investors in making their investment
decision;

our Directors intend to disclose key information of the Pre-IPO Share Options in this
prospectus to provide the prospective investors with sufficient information to make an
informed assessment of the potential dilutive effect and impact on earnings per Share of
the Pre-IPO Share Options in making their investment decision, and such information
includes:

(a) asummary of the Pre-IPO Share Option Scheme;

(b) the aggregate number of our Shares subject to the Pre-IPO Share Options and the
percentage of our Shares of which such number represents;

(c) the dilution effect and impact on earnings per Share for the year ended 31 December
2016 upon full exercise of the Pre-IPO Share Options;

(d) full details of (i) Pre-IPO Share Options granted by our Company to the Connected
Grantees, the Doctor Grantees, the Consultant Grantees and members of our senior
management team named in this prospectus; and (ii) Pre-IPO Share Options granted
to Grantees (other than the Grantees referred to in (i) above) to subscribe for
500,000 Shares or above, on an individual basis, including (i) name and position; (ii)
residential address; (iii) number of Shares underlying such pre-IPO Share Options;
and (iv) percentage of Shares in issue immediately following completion of the
Global Offering and the Capitalisation Issue (without taking into consideration any
Shares that may be issued upon the exercise of the Over-allotment Option, the
Pre-IPO Share Option and any option that may be granted under the Post-IPO
Share Option Scheme);
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(iv)

v)

(e) full details of all Pre-IPO Share Options granted to the Grantees (excluding those
referred to in (d) above) on an aggregate basis, including (i) the aggregate number of
such Grantees; (ii) the aggregate number of Shares underlying such Pre-IPO Share
Options; (iii) the exercise period of such Pre-IPO Share Options; (iv) the
consideration then paid for such Pre-IPO Share Options; and (v) the exercise price
of such Pre-IPO Share Options; and

(f) the particulars of the waiver and exemptions granted by the Stock Exchange and the
SFC;

a full list of all the Grantees containing all details as required under Rule 17.02(1)(b) of
the Listing Rules, paragraph 27 of Appendix 1A to the Listing Rules and paragraph 10 of
Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance be made available for public inspection as described in the
paragraphs under “Documents delivered to the Registrar of Companies and available for
public inspection in Hong Kong” in Appendix V to this prospectus; and

the waiver and the exemption will not prejudice the interest of the investing public.

The Stock Exchange has granted us a waiver from strict compliance with the relevant

requirements under the Listing Rules subject to the conditions under (iii) above.

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

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

)

full details of (aa) Pre-IPO Share Options granted by our Company to the Connected
Grantees, the Doctor Grantees, the Consultant Grantees and members of our senior
management team named in this prospectus; and (bb) Pre-IPO Share Options granted to
Grantees (other than the Grantees referred to in (aa) above) to subscribe for 500,000
Shares or above, on an individual basis, including (aa) name and position; (bb)
residential address; (cc) number of Shares underlying such pre-IPO Share Options; and
(dd) percentage of Shares in issue immediately following completion of the Global
Offering and the Capitalisation Issue (without taking into consideration any Shares that
may be issued upon the exercise of the Over-allotment Option, the Pre-IPO Share Option
and any option that may be granted under the Post-IPO Share Option Scheme) , and such
details to include all the particulars required under paragraph 10 of Part I of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance;
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(ii) full details of all Pre-IPO Share Options granted to the Grantees (excluding those
referred to in (d) above) on an aggregate basis, including (aa) the aggregate number of
such Grantees; (bb) the aggregate number of Shares underlying such Pre-IPO Share
Options; (cc) the exercise period of such Pre-IPO Share Options; (dd) the consideration
then paid for such Pre-IPO Share Options; and (ee) the exercise price of such Pre-IPO
Share Options;

(ii1) a full list of all the Grantees containing all details as required under paragraph 10 of Part
I of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance be made available for public inspection as described in the paragraphs under
“Documents delivered to the Registrar of Companies and available for public inspection
in Hong Kong” in Appendix V to this prospectus; and

(iv) the particulars of the exemption are set forth in this prospectus.
Further information on the Pre-IPO Share Option Scheme is set forth in the section
headed “History, Development and Reorganisation — Pre-IPO Share Option Scheme” in this

prospectus and the paragraphs under “D. Share Option Schemes — 1. Pre-IPO Share Option
Scheme” in Appendix IV to this prospectus.
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Names Residential address Nationality
Executive Directors
Dr. LAM Shun Chiu Dennis Flat C, 63/F, Tower 1, Sorrento Chinese
JP (PRI 5 A=) 1 Austin Road West
Tsim Sha Tsui, Kowloon
Hong Kong
Ms. LI Xiaoting Flat C, 63/F, Tower 1, Sorrento Chinese
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Further information is set forth in the section headed “Directors, International Advisory

Council, Senior Management and Employees” in this prospectus.
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Central
Hong Kong
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futures contracts), type 4 (advising on securities ),
type 6 (advising on corporate finance) and type 9
(asset management) regulated activities (as
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The information and statistics set forth in this section and elsewhere in this prospectus
have been derived from an industry report, commissioned by us and independently prepared by
Frost & Sullivan in connection with the Global Offering. In addition, certain information is
based on, or derived or extracted from, among other sources, publications of government
authorities and internal ovganisations, market data providers, communications with various
PRC Government agencies or other independent third-party sources unless otherwise
indicated. We believe that the sources of such information and statistics are appropriate and
have taken reasonable care in extracting and reproducing such information. We have no reason
to believe that such information and statistics are false or misleading in any material respect
or that any fact has been omitted that would render such information and statistics false or
misleading. Our Directors confirm that, after taking reasonable care, they are not aware of
any adverse change in market information since the date of this prospectus which may qualify,
contradict or adversely impact the quality of the information in this section. None of our
Company, the Sponsor, the Sole Global Coordinator and the Sole Bookrunner, the
Underwriter or their respective directors, advisers and affiliates have independently verified
such information and statistics and no representation has been given as to their accuracy.
Accordingly, such information should not be unduly relied upon.

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan, an Independent Third Party, to conduct an
analysis of and to report on the healthcare service market, ophthalmic service market and the
ophthalmic disease therapy market in Hong Kong and the PRC. The preparation of the Frost
& Sullivan Report is independent of our influence. The fee charged by Frost & Sullivan for
preparing the report is HK$732,000, which we consider that such fee reflects the market rates
for similar services. Founded in 1961, Frost & Sullivan has 48 global offices with more than
2,000 industry consultants, market research analysts, technology analysts and economists. It
offers industry research and market strategies and provides growth consulting and corporate
training. Frost & Sullivan has covered the PRC market from its offices in the PRC since the
1990s.

The Frost & Sullivan Report includes information on the healthcare service market,
ophthalmic service market and the ophthalmic disease therapy market in Hong Kong and the
PRC as well as other market and economic data, which have been quoted in this prospectus.
Frost & Sullivan has relied on the statistics and information obtained through primary and
secondary research. Primary research includes interviewing industry insiders and recognised
third-party industry associations, and secondary research includes reviewing corporate annual
reports, database of relevant official authorities, independent research reports and
publications, as well as the exclusive database established by Frost & Sullivan over the past
decades.

The Frost & Sullivan Report is based on the following bases and assumptions:

—  the social, economic and political environments of the PRC and Hong Kong will remain
stable during the forecast period, which will ensure a sustainable and steady development
of the PRC and Hong Kong healthcare industry;

—  the PRC and Hong Kong healthcare market will grow as expected due to rising healthcare
demand and supply; and

—  the PRC government will continue to support healthcare reform.
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Our Directors have taken reasonable care in reviewing and discussing the above
assumptions and factors with Frost & Sullivan, and nothing has come to the attention of our
Directors to indicate that the disclosure of projections and industry data relating to future
periods in this section is misleading. Except as otherwise noted, all of the data and forecasts
contained in this section are derived from the Frost & Sullivan Report. Our Directors confirm,
after making reasonable enquiries, that there has been no adverse change in the market
information since the date of the report of Frost & Sullivan which may qualify, contradict
with or have an impact on the information included in this section.

HEALTHCARE SERVICE MARKET IN HONG KONG

Based on the nature of ownership, the healthcare service system in Hong Kong is
characterised by its public and private healthcare sectors. The public sectors are subsidised
under regulation of Department of Health and Hospital Authority, and provide the healthcare
services at affordable cost. In 2015, there were 39 public hospitals, 47 public specialist
outpatient clinics and 73 public general outpatient clinics. The private healthcare institutions
in Hong Kong dominate the primary medical care and high end medical service markets for
local people. In 2015, there were 11 private hospitals, 759 private specialist outpatient clinics,
1,271 private general outpatient clinics and 423 private dental clinics in Hong Kong.

The total healthcare expenditure in Hong Kong medical service market has witnessed a
steady growth, rising from HK$104.4 billion in 2012 to HK$139.6 billion in 2016, representing
a CAGR of 7.5% during this period. Total healthcare expenditure is projected to reach
HK$178.2 billion in 2021, representing a CAGR of 5.0% from 2016 to 2021.

PRIVATE OPHTHALMIC SERVICE MARKET IN HONG KONG

From 2012 to 2016, private ophthalmic service market in Hong Kong has grown from
HK$2,795.4 million to HK$3,455.3 million, with a CAGR of 5.4%. The growth is expected to
continue in the next five years, driving the market size to reach HK$4,844.1 million by 2021.
The following diagram sets forth the historical and projected revenue of the private
ophthalmic service market in Hong Kong for the periods indicated:

Market Size of Private Ophthalmic Service Market in Hong Kong, 2012-2021E

o Private Ophthalmic
Million HKD Service Market
5,000 - CAGR (2012-2016E) 5.4% 4.844.1

CAGR (2016E-2020E) 7.0% e 4353
3,988.0
| 3,714.4
3,455.3
3,234.1
3,054.6 >

3,000 27954 2,920.7

2,000

1,000 |-

0 | 1 1 1 I | I | |

2012 2013 2014 2015 2016E  2017E  2018E  2019E  2020E  2021E

Source: Frost & Sullivan analysis
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Outpatient volume of ophthalmic diseases in private medical institutions in Hong Kong

Most ophthalmic consultations in the private sector are performed by eye centres and
individual ophthalmic practitioners who run the clinic on their own. The following diagram
sets forth a breakdown of the historical and projected outpatient volume of ophthalmic
diseases in private ophthalmic service market in Hong Kong:

Outpatient Volume of Ophthalmic Diseases in Private Medical Institutions in Hong Kong,

2012-2021E
Private Eye Individual
Hospitals Centres Ophthalmologists Total
CAGR (2012-2016E) 1.6% 5.9% 0.5% 2.4%
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B Private Hospital Eye Centres Individual Ophthalmologists

Source: Census and Statistics Department of Hong Kong, Frost & Sullivan analysis

We ranked third in terms of revenue in Hong Kong private ophthalmic service market in
2016, with a market share of 4.7%. We are the second largest eye centre in Hong Kong private
ophthalmic service market. The following table sets forth the top five private ophthalmic
service providers in Hong Kong in 2016 in terms of revenue and market share:

(Number of Registered
Ophthalmologists, Per
2016 Revenue Market Share Ophthalmologist
(HK$ Million) (%) Revenue, Million) Institutional Type
1) Competitor A 262.3! 7.6% 13,20.18! Eye Centre
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
2 ) Competitor B 254.1"2 7.4% 12,21.18! Private Hospital
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
3) Our Group* 161.23 4.7% 7,23.03 Eye Centre
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
4) Competitor C 146.3":3 4.2% 8, 18.29! Eye Centre
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
5 ) Competitor D 140.0"3 4.1% 8, 17.50! Eye Centre
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
Source: Primary Research; Frost & Sullivan analysis
1. Estimated revenue based on public information.
2 The revenue is the total revenue of Competitor B, involving inpatient revenue and anaesthesia revenue.
3. The revenue does not involve inpatient revenue.
4 The amount is based on the revenue of our Group in Hong Kong for the year ended 31 December 2016.
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Our business in Hong Kong shows the highest revenue growth rate from 2014 to 2016
among the top five private ophthalmic service providers in Hong Kong, representing a CAGR
of 29.6%. The following diagram sets forth the revenue growth for the top five private
ophthalmic service providers in Hong Kong from 2014 to 2016:

Historical Revenue Growth for Top 5 Market Players (2014-2016) CAGR (2014-2016)

Million HKD
Revenue Growth (CAGR)
4,000.0 -
34553 Total 6.4%
3,500.0 32341
3.000.0 m Others 6.3%
2,500.0 Competitor D'-3 6.7%
2,000.0 m Competitor C"* 3.5%
1,500.0 B Our Group* 29.6%
1,000.0 = Competitor B2 3.0%
500.0
m Competitor A"? 1.4%
1
2016
Source: Primary Research; Frost & Sullivan analysis
1. Estimated revenue based on public information.
2 The revenue is the total revenue of Competitor B, involving inpatient revenue and anaesthesia revenue.
3. The revenue does not involve inpatient revenue.
4 The amount is based on the revenue of our Group in Hong Kong for the year ended 31 December 2016.

Entry barriers of private ophthalmic service market in Hong Kong

Reputation of doctors. The reputation of private ophthalmologists is a critical factor to
attract potential patients who usually take reference from their relatives or friends. It takes
years for newly entered ophthalmologists to build up strong reputation and accumulate
substantial customer base, thus hindering new entrants to the market.

Qualification of ophthalmologists. Currently, there are only two comprehensive medical
institutes offering pharmacy and six-year medical programmes in Hong Kong. Specialist
training is only offered at hospitals under the Hospital Authority. In order to be a qualified
ophthalmologist, a trainee are required to undergo one year of pre-registration internship and
at least six years of supervised specialist training. The number of trainees admitted to
ophthalmology specialty training is usually around 15 in each year.

Drivers of private ophthalmic service market in Hong Kong

Ageing population leading to growing patient pool. In 2015, the percentage of people aged
above 65 was about 1.12 million, equal to 15.3% of the total population in Hong Kong. As a
result of the demographic shift, government expenditure on healthcare services is expected to
grow substantially in future. As cataract, retinal detachments and glaucoma are common eye
diseases among the elderly citizens, ageing population will result in rising demand for
ophthalmic service.
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Technological advances in ophthalmic surgeries. Ophthalmic surgery, particularly cataract
surgery, has undergone a significant transformation and technological development during the
past years. With the introduction of cataract procedures involving advanced replacement lens
technology, cataract surgery has evolved from a standard medical procedure — with a single
option for lenses — to one with a variety of options based on lens technology selection.
Technology advancement of various ophthalmic surgeries is forecasted to provide an impetus
for the market growth in future.

Increasing prevalence of eye diseases. Growing prevalence of various eye diseases have led
to the increase in demand for high quality ophthalmic service in Hong Kong, which provides
vast opportunities for the growth in private sector. The underlying demographic shift toward
older residents boosts the prevalence of age related eye diseases including cataract and
macular degeneration. There will also be an increase in prevalence of myopia, the most
common eye disorders among younger population.

Future trends of private ophthalmic service market in Hong Kong

More partnership among ophthalmic clinics. Under the “Code of Professional Conduct”
issued by the Medical Council of Hong Kong, doctors are not allowed to advertise for
themselves and as a result, the reputation of private clinic can only be earned by way of
word-of-mouth. As such, more ophthalmic professionals and private clinics will work together
as partners to extend their geographic coverage and increase the number of patients. Such
kind of cooperation in the form of partnership will allow more initial capital for investment in
advanced ophthalmic instruments, which can draw more patients and reduce the cost of
operation as a result of the increase in scale of operation.

Technological Innovation. With the rising incidence of ophthalmic diseases due to an
increasing ageing population as well as pressure stemming from studies and work, various
technological innovations have been made in the field of ophthalmology, among which
implantable contact lens for myopia, and new technique for glaucoma-screening have been
introduced. It is expected that more ophthalmic clinics will enhance their competitive
capability by introducing new technology in order to draw more patients to their clinics.

Use of Internet. Patients can locate the suitable clinics and ophthalmic professionals
through internet platforms. Appointment can also be made through apps on phones. It is
expected that online to offline mode will increase the number of patients, intensify
competition and accelerate the industrial consolidation of the private clinics.

HEALTHCARE SERVICE MARKET IN CHINA

China’s healthcare spending has grown steadily in recent years due to the acceleration of
ageing population and the rise in prevalence of various diseases. From 2012 to 2016, the total
healthcare spending in China has grown from RMB2,811.9 billion to RMB4,605.9 billion,
representing a CAGR of 13.1%. By 2021, China’s healthcare spending is forecasted to increase
to RMB6,708.9 billion, representing a CAGR of 7.8% from 2016 to 2021. Revenue yielded by
healthcare institutions in China reached RMB3,287.2 billion in 2016, and is projected to grow
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at a CAGR of 10.2% from 2016 to 2021. The following diagram sets forth the historical and
projected revenue of the healthcare service market in China for the periods indicated:

Market Size of Healthcare Service Market in China, 2012-2021E

Billion RMB Healthcare Service Market
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2,000 +
1 1 1 1 1 1 1 1 1
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Source: NHFPC, Frost & Sullivan analysis

The future growth of the healthcare service market in China is expected to be primarily
driven by the following factors:

Ageing population trend in China. According to the National Bureau of Statistics of
China, population aged above 65 years old reached 150.0 million in 2016, accounting for
10.9% of the total population in China. It is expected that by 2021, population aged above 65
years old would reach 194.2 million, representing 13.8% of the total population in China.
Such demographic shift offers immense opportunities for healthcare service providers in
China.

Increased prevalence of hypertension, diabetes and chronic disease. The rising prevalence
of hypertension, diabetes and chronic disease is expected to spur the healthcare spending on
the treatment for such diseases.

Rising income. From 2012 to 2016, the per capita annual disposable income of Chinese
population has increased from RMB16,510 to RMB23,821, representing a CAGR of 9.6%,
and is expected to further increase to RMB36,274 with a CAGR of 8.8% from 2016 to 2021.
The growth of per capita annual income of Chinese population has a positive effect on the
purchasing power and the level of health awareness among the Chinese population.

Expanding middle class. In recent years, China’s middle class has expanded rapidly.
Economist Intelligence Unit forecasts that the percentage of households with annual earnings
below US$5,000 is expected to decrease from 22.4% in 2016 to 9.1% in 2021, and household
group with annual earnings between US$5,000-50,000 (the middle class) will make up 88.8%
of Chinese households in 2021.
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Outpatient and inpatient volume of healthcare service market in China

Healthcare institutions in China are confronted with overwhelming pressure due to the
large patient volume. Total outpatient volume has grown from 6,888.3 million in 2012 to
7,770.3 million in 2016, with a CAGR of 3.1%. The outpatient volume is expected to reach
8,654.8 million in 2021, representing a CAGR of 2.2% from 2016 to 2021. Further, total
inpatient volume has grown to 215.6 million at a CAGR of 4.8% from 2012 to 2016, while the
inpatient volume is expected to reach 253.3 million by 2021, representing a CAGR of 3.3%
from 2016 to 2021. The following diagram sets forth a breakdown of the historical and
projected outpatient and inpatient volume of healthcare service market in China for the
periods indicated:

Outpatient and Inpatient Volume of Healthcare Service Market in China, 2012-2021E
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Source: NHFPC, Frost & Sullivan analysis
Key trends of healthcare service market in China

Premium Healthcare Service. China’s middle and high income groups have been
expanding rapidly. With higher purchasing power and affordability and being more health
conscious, such income groups are generally not satisfied with the healthcare service provided
by the public hospitals which are usually crowded and less patient-centric. Hospitals that
provide high-end healthcare services have emerged to address such inadequacies in public
healthcare services to offer high-quality and comprehensive healthcare services to these
customers.

Day Surgery development trends. Day Surgery becomes a mainstream surgery model. In
China, the development of day surgery lags behind developed countries in terms of day
surgery volume and day surgery facilities as well as day surgery management system. By the
end of 2016, there are more than 2,000 hospitals which can perform day surgery and 396
hospitals have day surgery centres. The volume of day surgery accounts for 11.0% of total
selective surgery volume, NHFPC plans to increase the percentage to 20.0%-30.0% before
2020 this means that there is huge market potential for day surgery in China.
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Development trends of healthcare service market in Guangdong Province

Guangdong is one of the most prosperous areas in China, with the per capita disposable
income firstly reached RMB30,000 in 2016. The high per capita disposable income has
resulted in a high consumption level and increased affordability to private healthcare service,
particularly for high-end service. A number of government policies have been issued in recent
years in order to accelerate the establishment of a mature and regulated market for the private
medical institutions.

THE OPHTHALMIC SERVICE MARKET AND THE OPHTHALMIC DISEASE
THERAPY MARKET IN CHINA

The market size of private ophthalmic service market in China in terms of revenue has
increased from RMB6.4 billion in 2012 to RMB14.1 billion in 2016, with a CAGR of 21.7%.
During the same period, the market size of public ophthalmic service market increased from
RMB39.7 billion to 68.6 billion, with a CAGR of 14.6%. It is estimated that the market size of
private ophthalmic service market will reach RMB32.8 billion in 2021, representing a CAGR
of 18.4%, while the public ophthalmic service market will increase to RMB126.7 billion,
representing a CAGR of 13.0% during 2016 to 2021. It is expected that private medical
institutions will play an increasingly important role in the ophthalmic healthcare service
market in China in the future. The following diagram sets forth a breakdown of the historical
and projected revenue of the ophthalmic service market in China for the periods indicated:

Market Size of Ophthalmic Service Market in China, 2012-2021E

Billion RMB Public  Private Total
180 CAGR (2012-2016E) 14.6% 21.7% 15.7%
160 CAGR (2016E-2021E) 13.0% 18.4% 14.0% 159.4
141.0
140 [ 32.8
124.0 .
120 | 108.4 24,0
100 94.2 20.1
82.7 i
80 73.0 14.1

63.7 116

L 54.5 9.7
60 46.1 3.0 100.0
a : 77.5 o
40 61.4 68.6 :
54.0 :
46.5
20
1 1 1 1 1 1 1 1

2012 2013 2014 2015 2016E  2017E  2018E  2019E  2020E  2021E

B Public Private
Source: NHFPC, Frost & Sullivan analysis

In 2016, specialty hospitals have surpassed general hospitals to become the largest
segment in private ophthalmic service market in China. Revenue generated from ophthalmic
service from specialty hospitals has grown from RMB2.7 billion in 2012 to RMB7.0 billion in
2016, with a CAGR of 27.0%. It is expected that the revenue will grow to RMBI18.8 billion in
2021, representing a CAGR of 21.9% from 2016 to 2021. The following diagram sets forth a
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breakdown of the historical and projected revenue of private ophthalmic

China for the periods indicated:

service market in

Market Size of Private Ophthalmic Service Market in China (2012-2021E)

. General  Specialty
Billion RMB Hospital Hospital Clinics Others Total
KRl CAGR (2012-2016E)  16.4%  27.0%  21.1% 18.9% 21.7% 28
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Source: NHFPC, Frost & Sullivan analysis

Outpatient and inpatient volume of ophthalmic diseases in China

The outpatient volume of ophthalmic diseases in China has grown from 87.4 million in
2012 to 109.4 million in 2016, with a CAGR of 5.8%, while the outpatient volume of
ophthalmic diseases is expected to reach 140.0 million in 2021, representing a CAGR of 5.1%
from 2016 to 2021. Meanwhile, the inpatient volume of ophthalmic diseases has grown at a
CAGR of 10.2% during 2012 to 2016, and the number of inpatient volume of ophthalmic
disease is expected to reach 7.2 million by 2021, representing a CAGR of 9.7% from 2016 to
2021. The following diagram sets forth a breakdown of the historical and projected outpatient
and inpatient volume of ophthalmic diseases in China for the periods indicated:

Outpatient and Inpatient Volume of Ophthalmic Diseases in China (2012-2021E)

Million Outpatient Inpatient Total
CAGR (2012-2016E) 5.8% 102%  5.9%
1600 CAGR (2016E2021E) 51% 97%  53% -
140.0 + 1337 1405
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120.0 | 1092 1139 12
104.0 :
100.0 |- 971
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2012 | 2013 | 2014 | 2015 | 2016E | 2017E | 2018E | 2019E | 2020E | 2021E
Inpatient | 3.1 3.4 3.8 42 4.5 5.0 5.6 6.2 6.7 7.2
m Outpatient| 87.4 938 | 1002 | 1050 | 109.4 | 1149 | 1213 | 1275 | 133.8 | 140.0
B Qutpatient Inpatient

Source: NHFPC, Frost & Sullivan analysis
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Breakdown of outpatient and inpatient volume of ophthalmic diseases among Private Medical
Institutions

Specialty hospitals account for the majority of the patient volume, and enjoy the fastest
growth among all private medical institutions in China. The outpatient volume of ophthalmic
diseases at specialty hospitals has grown from 2.8 million in 2012 to 6.2 million in 2016 with a
CAGR of 22.4%. It is expected that the number will grow to 14.2 million in 2021, with a
CAGR of 18.0%. Meanwhile, the inpatient volume of ophthalmic diseases at specialty
hospitals has reached 0.4 million in 2016, and is expected to grow to 1.1 million in 2021. The
following diagrams set forth a breakdown of the historical and projected outpatient and
inpatient volumes of ophthalmic diseases in private medical institutions in China for the
periods indicated:

Outpatient Volume of Ophthalmic Diseases in Private Inpatient Volume of Ophthalmic Diseases in Private
Medical Institutions in China, 2012-2021E Maedical Institutions in China, 2012-2021E
General Specialty General Specialty
Hospital ~ Hospital ~ Clinics ~ Others  Total Hospital ~ Hospital ~ Clinics  Others  Total
CAGR (2012-2016E) 10.2% 22.4% 93%  33%  14.1% CAGR (2012-2016E) 9.8% 30.2% 45%  8.5%  20.9%
CAGR (2016E-2021E) 8.5% 18.0% 69% 1%  12.7% CAGR (2016E-2021E) 8.2% 21.4% 3.6%  64%  17.4%
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211 b
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20 |- 18.6 3.5 13
a .
16.5 33 Wy o)
5k 14.5 3.1 1/ 11 :
130 29 2
1} C
11.4 27 _ 06 05 B4

2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E 2021E 2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E 2021E
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Source: NHFPC, Frost & Sullivan analysis

Ophthalmic disease therapy service market in China

Ophthalmic disease therapy service market refers to the diagnosis and treatment of
ophthalmic diseases, including cataract, glaucoma, ocular fundus diseases, strabismus and
amblyopia etc., excluding laser myopia surgery and ophthalmic aesthetic surgery as well as
optometry services. Compared with non-ophthalmic disease therapy services, ophthalmic
disease therapy services represent clinical performance which requires complicated and
advanced clinical treatment skills and has higher industry entry barriers.

The market size of the private ophthalmic disease therapy service market in China in

terms of revenue is RMB6.8 billion in 2016, growing at a CAGR of 18.8%. The market size is
expected to grow to RMB17.6 billion in 2021, representing a CAGR of 21.1% from 2016 to
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2021. The following diagram sets forth the historical and projected revenue of the private
ophthalmic diseases therapy service market in China for the periods indicated:

Market Size of Private Ophthalmic Disease Therapy Service Market
in China (2012-2021E)

Billion RMB
20 [ Private Ophthalmic Disease Therapy Service Market
CAGR (2012-2016E) 18.8%
16 F CAGR (2016E2021E) 20.1%
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Source: Guangdong Health Department, Frost & Sullivan analysis

Market size of private ophthalmic disease therapy service market in Guangdong Province

The market size of private ophthalmic disease therapy service market in Guangdong
Province reached RMB685.6 million in 2016, growing from RMB364.4 million in 2012, with a
CAGR of 17.1%. The market size is expected to reach RMBI1,612.0 million in 2021,
representing a CAGR of 18.6% from 2016 to 2021. The following diagram sets forth the
historical and projected revenue of private ophthalmic disease therapy service market in
Guangdong Province for the periods indicated:

Market Size of Private Ophthalmic Disease Therapy
Service Market in Guangdong Province (2012-2021E)
Million RMB
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Source: Guangdong Health Department, Frost & Sullivan analysis
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Competitive landscape of private ophthalmic service market in Guangdong Province

Shenzhen C-MER Hospital ranked third in terms of revenue in private ophthalmic
service market in Guangdong Province in 2016, with a market share of 5.4%, and is also the
second largest market player in private ophthalmic service market in Shenzhen in 2016.
Compared with the top two market players, Shenzhen C-MER dives deep in the ophthalmic
disease therapy market. The following table sets forth the top five private ophthalmic service
providers in Guangdong Province in terms of 2016 revenue and market share:

2016 Revenue Market Share Location

(RMB Million) (%)
1) CompetitorA 321.5! 23.2% Guangzhou,
Shenzhen,

Dongguan etc.

2 ) CompetitorC 76.5' 5.5% Donguan
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, .
3 ) Our Group 74.8° 5.4% Shenzhen
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
4 ) CompetitorB 59.3! 4.3% Zhaoqing
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °
5) CompetitorD 53.8! 3.9% Zhanjiang,

Zhongshan

Source: Primary Research; Frost & Sullivan

1. Estimated revenue based on public information.

2. The amount is based on the revenue of Shenzhen C-MER Hospital for the year ended 31 December 2016
at the exchange rate in 2016 of RMBI1.0 = HK$1.16899.

Competitive landscape of private ophthalmic disease therapy service market in Guangdong
Province

Shenzhen C-MER Hospital is the second largest market player in terms of revenue in
2016 in private ophthalmic diseases therapy service market in Guangdong Province,
accounting for 8.7% of the total market share. Shenzhen C-MER ranked first in Shenzhen
market in 2016. The following table sets forth the top five private ophthalmic diseases therapy
services medical service providers in Guangdong Province in terms of the 2016 revenue and
market share:

2016 Revenue Market Share Location

(RMB Million) (%)
1) Competitor A 170.3! 24.8% Guangzhou,
Shenzhen,

Dongguan etc.

2 ) Our Group 59.62 8.7% Shenzhen
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °

3 ) Competitor B 47.7" 7.0% Zhaoqing
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, °

4 ) Competitor C 45.5! 6.6% Donguan
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, .

5) Competitor D 359! 5.2% Zhanjiang,

Zhongshan

Source: Primary Research; Frost & Sullivan

1. Estimated revenue based on public information.

2. The amount is based on the revenue of Shenzhen C-MER Hospital generated from the disease therapy
services for the year ended 31 December 2016 at the exchange rate in 2016 of RMB1.0 = HK$1.16899.

— 72 —



INDUSTRY OVERVIEW

Entry barriers of private ophthalmic service market in China

Medical knowledge and technique. New market entrants need to possess sufficient medical
knowledge and technique in order to enter into the ophthalmic service market in China and to
compete with public hospitals and other private specialty hospitals to ensure quality and
compliance with the industry safety standards.

Recruitment of medical staff. Experienced doctors generally are hesitant to work in
private eye hospitals and prefer working in public hospitals. As such, new market entrants will
continue to face challenges with recruiting a sufficient number of qualified medical staff when
establishing new hospitals.

Capital-intensive nature of the industry. New market entrants need significant initial
capital for acquiring land and construction of service sites, particularly if the hospital is to be
located at a prime location. Some private hospitals may choose to lease premises for their
operation to avoid such initial investment. Significant investment is also required to purchase
advanced medical equipment in the establishment of private ophthalmic specialty hospitals.

Drivers of private ophthalmic service market in China

Favourable government policies. In the new round of healthcare reform, there is a strong
government support for the development of better medical services for some major eye
diseases, such as cataract. National Health and Family Planning Commission has initiated
several favourable policies to help cataract patients regain their eyesight through surgeries.
More eye diseases are covered by medical insurances, and better infrastructure for ophthalmic
facilities are encouraged to be established, which makes better ophthalmic service more
affordable and accessible to the mass majority. Private ophthalmic service providers will
benefit from such favourable government policies.

Improvement of urban living standards. The disposable income per capita of urban
residents in China increased from RMB26,467 in 2013 to RMB31,195 in 2015. The
improvement in living standards and an increase in health awareness and eye care generally
have driven the growth of private ophthalmic service market in China.

Expanding patient pool. The rising prevalence of ophthalmic disease in China are a result
of a combination of factors, including ageing population and more access to digital products,

which will expand the patient pool and drive the demand for ophthalmic service.

Technological advances in ophthalmic surgeries. There has been significant technological
development in respect of ophthalmic surgeries during the past decades.
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Drivers of private ophthalmic service market in Guangdong Province

Government Support. Guangdong government has been making significant efforts to the
development of private healthcare institutions since the “Reform and Opening”. With the
implement of the health care reform, private medical institutions is being viewed as the
solution to cater to the unmet needs of citizens for healthcare services. Pursuant to various
policies issued in recent years, the Guangdong government is making various efforts with an
objective to accelerate the establishment of a mature and regulated market for private medical
institutions, including ophthalmic institutions.

High Income Level in Guangdong Province. Among one of the most prosperous areas in
China, Guangdong Province has a per capita disposable income RMB30,000 in 2016 and
ranked sixth among all provinces in China. The high per capita disposable income has led to a
high consumption level and increased affordability to private healthcare service, particularly
for premium and high-end services. The great market potential will offer enough space to the
development of ophthalmic medical institutions.

Close to Macau and Hong Kong. The geographical proximity among the three areas
allows the introduction of high-end ophthalmic medical technology and drawing of medical
professionals from Hong Kong and Macau to Guangdong Province, which can stimulate the
development of ophthalmology in Guangdong. Further, it is expected that more social capital
from Macau and Hong Kong will enter into the private healthcare industry to enable close
economic cooperation among the three areas.

Future trends of private ophthalmic service market in China

Growing demand for high-end services. With the increase in disposable income of patients
and treatment demand, it is expected that there will be increasing demand for high-end
services, which involves pre-surgery consultation, surgery by experienced or overseas
ophthalmologist, use of high-end medical consumables and post-surgery tracking system.
Patients can have better treatment experience compared with that provided by public
hospitals.

Development in private eye care chains. As opposed to the previous belief held by the
majority of public that only public hospitals can provide reliable medical services and little
trust has been shown for medical services provided by private hospitals, more private eye care
chain centres have emerged to provide professional ophthalmic treatments as well as more
patient-oriented services. The government has also been extending the coverage of basic
medical insurance to the private sector. Further, commercial insurances are more prevalent
than before, which can offer more thorough coverage for people who choose for private eye
care chain centres.

More advanced equipment. The equipment used in the examination and surgical treatment
of ophthalmic diseases, such as phacoemulsifier, and LASIK machine, involve the use of
advanced technology and are usually rather costly. More private Ophthalmic Service providers
have capital investment in such instruments to offer sophisticated operations in the near
future.
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The following is a brief summary of the laws and regulations in Hong Kong and the PRC
that currvently materially affect our business. The principal objective of this summary is to
provide potential investors with an overview of the key laws and regulations applicable to us.
This summary does not purport to be a comprehensive description of all the laws and
regulations applicable to our business and operations which may be important to potential
investors. Investors should note that the following summary is based on laws and regulations in

force as of the date of this prospectus, which may be subject to change.

APPLICABLE LAWS AND REGULATIONS TO OUR BUSINESS IN HONG KONG
Laws and regulations applicable to medical practitioners
Medical Registration Ordinance

Pursuant to the Medical Registration Ordinance, all practising medical practitioners (the
“Registered Medical Practitioners”) in Hong Kong are required to be registered with the
Medical Council and shall not practise medicine, surgery or midwifery in Hong Kong, or any

branch of medicine or surgery in Hong Kong, without a valid practising certificate.

To register with the Medical Council, a medical practitioner should, inter alia:

—  have specific professional qualifications passed the licencing examination conducted by
the Medical Council);

—  have completed internship;

—  not have been convicted of any criminal offence punishable with imprisonment;
—  not been found guilty of professional misconduct; and

—  be of good character.

Registered Medical Practitioners are included in the General Register (as defined in the
Medical Registration Ordinance) kept by the Medical Council and will be issued with a
practising certificate which will be valid for one year. Registered Medical Practitioners are
required to renew their practising certificates annually or their names may be subject to
removal from the General Register.

The Medical Council also keeps a Specialist Register (as defined in the Medical
Registration Ordinance) which shall include details of qualifications and experience and such
other particulars necessary of those persons who have been approved by the Medical Council
to have their names included in that register. To become registered in the Specialist Register, a
Registered Medical Practitioner must have either:

— (i) been awarded a Fellowship of the HKAM and (ii) certified by HKAM that he has
completed the postgraduate medical training, which comprised at least six years of
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supervised post-registration medical training and passing examinations accredited by
HKAM, for the relevant specialty and satisfied the continuing medical education
requirements for the relevant specialty; or

been certified by the HKAM that he/she has (i) achieved a professional standard
comparable to that recognised by HKAM for the award of his fellowship; (ii) completed
postgraduate medical training comparable to those recommended by HKAM for the
relevant specialty; and (iii) satisfied the continuing medical education requirements
comparable to those recommended by HKAM for the relevant specialty.

The Education and Accreditation Committee (the “EAC”) of the Medical Council will

consult with the appropriate specialty college and seek the formal endorsement of the
HKAM’s council before making a recommendation to the Medical Council for registration.

A medical practitioner is entitled to only hold himself out as a specialist and use a

specialist title in one of the 56 specialties in the Specialist Register, and is required to undergo
continuing medical education determined by HKAM for his specialty.

Code of Professional Conduct

All Medical Practitioners in Hong Kong have to comply with the Code of Professional

Conduct for the Guidance of Registered Medical Practitioners issued by the Medical Council

(as may be amended from time to time), which covers, inter alia, the following aspects:

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 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;

regulations in relation to relationship among medical practitioners and other
practitioners and/or organisations;

criminal conviction and disciplinary proceedings of medical practitioners;
medical practitioners’ financial arrangements;

regulations in relation to new medical procedures, clinical research and alternative
medicine;

regulations against abuse of professional position; and
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— regulations governing serious infectious disease and other special areas.

Contravention of the Code of Professional Conduct may render a Medical Practitioner
liable to disciplinary action, such as imposition of fine or in the most serious cases, temporary
suspension or revocation of the registration as a medical practitioner in Hong Kong.

Regulations on advertisements in Hong Kong
Undesirable Medical Advertisements Ordinance

The Undesirable Medical Advertisements Ordinance (Chapter 231 of the Laws of Hong
Kong) (the “Undesirable Medical Advertisements Ordinance”) aims to protect public health
through prohibiting or restricting advertisements which may induce the seeking of improper
management of certain health conditions.

Among other restrictions, according to the Undesirable Medical Advertisements
Ordinance, no person shall publish, or cause to be published any advertisements likely to lead
to the use of any medicine, surgical appliance or treatment for:

—  the purpose of treating human beings for, or preventing them from contracting any of the
diseases or conditions specified in schedule 1 to the Undesirable Medical Advertisements
Ordinance subject to certain exceptions; or

—  treating human beings for any purpose specified in schedule 2 to the Undesirable Medical
Advertisements Ordinance.

As defined in 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
on the label of a container or package containing any medicine, surgical appliance, treatment,
or orally consumed product.

If a person named in that advertisement is held out (i) as being a manufacturer or
supplier of medicine or surgical appliances; or (ii) as being able to provide any treatment, that
person is presumed, until the contrary is proved, to have caused the advertisement to be
published. Any contravention is subject to a fine of HK$100,000 and imprisonment for one
year.
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Regulations on pharmaceutical products and drugs
Pharmacy and Poisons Ordinance

The Pharmacy and Poisons Ordinance (Chapter 138 of the Laws of Hong Kong) (the
“Pharmacy and Poisons Ordinance”) regulates the sale and labelling of products which are
classified as pharmaceutical products and medicine. The Pharmacy and Poisons Ordinance
also requires all pharmacists in Hong Kong to be registered with the Pharmacy and Poisons
Board and shall not practise without a valid practising certificate.

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

Under the Pharmacy and Poisons Ordinance, pharmaceutical product or medicine means
any substance or mixture of substances which:

—  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.

Ingredients that are classified as poisons are listed in the poisons list under schedule 10 to
the Pharmacy and Poisons Regulations. The levels of control over the sale of the poison
depend on its categorisation as “Part I” or “Part II” poisons according to their potency,
toxicity and potential side effects. The supply of medicine and substances categorised as
poison by a Registered Medical Practitioner for the purposes of medical treatment is not
subject to the conditions and limitations imposed by the Pharmacy and Poisons Ordinance
and the Pharmacy and Poisons Regulations.

Any person who is guilty of an offence under this ordinance shall be liable on a
conviction to a fine of HK$100,000 and to imprisonment for two years.

Dangerous Drugs Ordinance

The Dangerous Drugs Ordinance (Chapter 134 of the Laws of Hong Kong) regulates the
import, export, procuring, supply, dealing in or with, manufacture and possession of drugs or
substances which are classified as dangerous drugs under the Dangerous Drugs Ordinance.

Dangerous drugs are not allowed to be supplied to any person except to a person
authorised or licenced to be in possession of such drugs in accordance with the Dangerous
Drugs Ordinance. Such contravention is subject to a fine of HK$10,000 and to imprisonment
for three years on summary conviction or HK$100,000 and to imprisonment for 15 years on
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conviction on indictment. Administration of a dangerous drug by or under the direct personal
supervision of, and in the presence of, a Registered Medical Practitioner is exempted from the
limitations in the Dangerous Drugs Ordinance. A Registered Medical Practitioner is also
authorised by the Dangerous Drugs Ordinance, so far as may be necessary for the practice or
exercise of his profession and in his capacity as such, to be in possession of and to supply a
dangerous drug as well as to have in his possession equipment or apparatus fit and intended
for the injection of a dangerous drug.

Furthermore, the Dangerous Drugs Regulations (Chapter 134A of the Laws of Hong
Kong) regulates the prescriptions, labelling and record keeping of dangerous drugs and
monitors the sale of such drugs.

Regulations on clinical waste disposals
Waste Disposal Ovdinance

The Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong) (the “Waste
Disposal Ordinance”) and the Waste Disposal (Clinical Waste) (General) Regulation (Chapter
3540 of the Laws of Hong Kong) (the “Waste Disposal Regulations”) provide for, among
others, the control and regulation of the production, storage, collection and disposal of
clinical waste.

Under the Waste Disposal Ordinance, clinical waste means waste consisting of any
substance, matter or thing generated in connection with a dental, medical or nursing practice
and a dental, medical, veterinary or pathological laboratory practice, and which consists
wholly or partly of any of the materials specified in one or more of the groups listed below:

— used or contaminated sharps;

—  laboratory waste;

—  human and animal tissues;

— infectious materials;

—  dressings; and

—  such other wastes as specified by the Director of Environmental Protection.

The Waste Disposal Regulations requires all waste producers to arrange for their clinical
waste to be properly disposed of. Waste producers comply with this duty if they consign the
waste to a licenced clinical waste collector or arrange for the waste to be delivered to a
collection point or licenced clinical waste disposal facility according to the requirements

specified in the WDR. The Waste Disposal Regulations also requires waste producers to keep
records of the clinical waste consigned to licenced collectors or delivered to a collection point
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or licenced disposal facility, and to produce such records for inspection upon request by the
Director of Environmental Protection. Such contravention is subject to a fine ranging from
HK$100,000 to HK$500,000 and an imprisonment for six months. If the contravention is a
continuing offence, such offence is subject to a fine of HK$10,000 for each day.

The Secretary for the Environment under the Waste Disposal Ordinance published a
Code of Practice for the Management of Clinical Waste for both major and small clinical
waste producers and waste collectors under the Waste Disposal Ordinance to provide guidance
to clinical waste producers to assist them to comply with the legal requirements of the Waste
Disposal Ordinance and the Waste Disposal Regulations. The major clinical waste producers
generally refers to hospitals, clinics managed by the Hospital Authority or the government.
The small clinical waste producers generally refers to private medical clinics, private dental
clinics, private veterinary clinics, nursing homes and health and beauty centres. Accordingly,
we are classified as small clinical waste producers.

RECENT DEVELOPMENT ON THE REGULATORY FRAMEWORK OF HONG KONG
PRIVATE HEALTHCARE FACILITIES (PHF)

Background information

The PHF in Hong Kong comprise a wide range of privately-owned and operated facilities
providing medical diagnosis and treatment services. The current regulatory framework has
been in place since 1960s primarily under the Hospitals, 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) (the “Medical Clinics
Ordinance”). The scope of the current regulatory framework is limited to a narrow class of
healthcare facilities, namely private hospital and non-profit-sharing medical clinics. With the
advice from our legal advisers on the applicable Hong Kong laws and regulations to our
business, our Directors confirm that the registration requirement under Medical Clinics
Ordinance is not applicable to us as the legislation, which was enacted in 1960s in its present
form, is intended to regulate non-profit-sharing clinics in Hong Kong which are operated by
local welfare and non-profit making organisations. As of the Latest Practicable Date, there
were 70 clinics registered under the Medical Clinics Ordinance. Further information on the
existing regulatory framework on the business and the conduct of registered medical
practitioners in Hong Kong is set forth in the paragraphs under “Laws and regulations
applicable to medical practitioners” above. Based on the historical and current arrangements
between Dr. Dennis LAM (being one of our Controlling Shareholders), our Hong Kong
Ophthalmologists and us, as well as the terms of the Cooperative Agreements, our Directors
consider that the Central Eye Centre and the Satellite Clinics do not fall within the scope of
the Medical Clinics Ordinance.
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History of the PHF Bill

A steering committee was established in October 2012 to conduct a review on the
regulation of PHFs and a public consultation was conducted in December 2014. Following the
issue of the “Consultation Report on the Regulation of Private Healthcare Facilities” on 18
April 2016 by the Food and Health Bureau of the Hong Kong government, the members on
the Panel on Health Services in the Legislative Council of Hong Kong Special Administrative
Region of the PRC was briefed on 28 February 2017. The PHF Bill was gazetted on 16 June
2017 and introduced into the Legislative Council on 21 June 2017. The first reading of the
PHF Bill took place on 21 June 2017. The second reading has begun on 21 June 2017. A bills
committee on PHF Bill was subsequently formed on 23 June 2017 to scrutinise the PHF Bill.
There is no fixed timetable for the PHF Bill to be enacted as part of the legislation in Hong
Kong.

PHFs to be regulated

Under the PHF Bill, there will be four types of PHFs subject to regulation, namely (a)
hospitals, (b) day procedure centres, (c) clinics and (d) health services establishments. Of these
four types of PHFs, day procedure centres and health services establishments are newly
created, while hospitals and clinics are already in existence under current legislation.
Hospitals, day procedure centres and clinics focus on the practices of registered medical
practitioners and registered dentists, and health services establishments cater for regulatory
needs that might arise in future. The public was consulted on and widely supported the
regulation of the first three types of PHFs.

Proposed statutory control

The five broad categories of control include corporate governance, standard of facilities,
clinical quality, price transparency and sanctions. These categories may be summarised as
follows:

— a licencing scheme including the application for, renewal, suspension and cancellation of
a licence, appeal arrangements and related offences will be established for the purpose of
control and regulate the PHFs;

—  prohibition on operating PHFs without licences and the requirement of displaying the
licence in the PHFss;

—  general responsibilities and duties of the licensee and its duty to appoint a chief medical
executive in charge of the day-to-day administration of a PHF, and related offences;

—  requirement of price transparency to the effect that a PHF must be available to the public

the prices of chargeable items and services provided in the PHF as specified by the
Director of Health (the “Director of Health”) and in particular, private hospitals must
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provide budget estimate and historical statistics on fees and charges in respect of certain
treatments and procedures specified by Director of Health;

—  requirement to establish a medical advisory committee for certain PHFs, i.e. hospitals
and specified clinics, to advise the PHFs on matters relating to the quality of services
provided by the facility, and related offence; and

—  requirement that the licensee of a PHF must put in place complaints handling procedure
for receiving, managing and responding to complaints against the PHFs.

It is proposed that exemptions would be granted to clinics which are operated by not
more than five registered medical practitioners or registered dentists under specified
conditions.

The Private Healthcare Facilities Bill also seeks to provide the establishment of an
independent complaints committee to deal with the complaints which cannot be resolved by
the PHFs concerned the functions and investigation powers of the independent complaints
committee are also set forth in the PHF Bill.

Status of the PHF Bill

The PHF Bill has yet to be passed as Hong Kong law and as such, the regulatory regime
set forth therein has no legislative effect and may be changed following discussions at the
Legislative Council of The Hong Kong Special Administrative Region of the PRC. Based on
the information in public domain, there is no clear timetable for the enactment of the PHF
Bill as part of the Hong Kong law regulating the private healthcare facilities. There are
ongoing consultations amongst the registered medical practitioners, hospital operators and
other stakeholders in the healthcare industry.

Impact of the PHF Bill on Our Business Operations

According to the proposed statutory provisions under the PHF Bill, our business
operations may fall within the definitions of “clinic” and “day procedure centre”. Our
Directors have reviewed the relevant statutory provisions and are of the view that we would be
able to fully comply with the relevant requirements without undertaking any major
restructuring of our business operations or otherwise incurring any substantial amount of
expenses for upgrading the facilities in Hong Kong. All of our employees hold the relevant
qualifications for their positions within our Group. We have also established complaint
handling systems. Our investigation fee schedule is displayed in each of our Central Eye
Centre and the Satellite Clinics. In addition, having reviewed the statutory provisions on
operational matters under the PHF Bill, our Directors consider that our Central Eye Centre
and the Satellite Clinics would be able to comply with these requirements if those
requirements are enacted in their present form.
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One of the principal requirements under the PHF Bill is the licensing regime which will
be extended to clinics and private healthcare facilities operated by registered medical
practitioners under the Medical Registration Ordinance currently in force. Under the PHF
Bill, two responsible persons will need to be appointed for each PHF, namely the licensee and
the chief medical executive. The licensee’s responsibilities include ensuring the facility’s
compliance with the licensing conditions and compliance with the applicable rules and
regulations. The chief medical executive is responsible for the day-to-day administration of
the PHF and is expected to meet certain requirements for medical qualifications and years of
experience. Although the details of these requirements have yet to be released for public
consultation, our Directors believe that our management team and our Hong Kong
Ophthalmologists will satisfy the requirements to be enacted with their specialties and years of
practising experience.

LAWS AND REGULATIONS RELATED TO THE HEALTHCARE SERVICE SECTOR IN
THE PRC

Regulations on the Reform of Healthcare Institutions
Opinions on Promoting Further Reform of the Healthcare System

The Opinions on Promoting Further Reform of the Healthcare System (H 3+ e ~ B B
B R AL 58 BE 1 A 8 T OE A ) (the “Opinions™), which was promulgated by the Central
Committee of CPC and the State Council on 17 March 2009, advocate a range of measures to
reform healthcare institutions in the PRC and establish a basic healthcare system covering
urban and rural residents. Measures aimed at reforming healthcare institutions include the
separation of: (i) government agencies from public healthcare institutions, (ii) for-profit
healthcare institutions from not-for-profit healthcare institutions, (iii) sponsorship from
operations of public hospitals, and (iv) pharmaceutical dispensing from pharmaceutical
prescription. The Opinions include proposals for the establishment and improvement of
corporate governance systems of public healthcare institutions, and checks and balances in
decision-making, execution and supervision processes between organisers and operators of
public healthcare institutions. The Opinions also encourage private capital to invest in
healthcare institutions (including investments by foreign investors), the development of
private healthcare institutions and the reform of public healthcare institutions (including
those established by state-owned enterprises) through private capital investment.

Notice on Further Encouraging and Guiding Private Capital to Invest in Healthcare Institutions

The Notice of the State Council on Forwarding the Opinions of the National
Development and Reform Commission, the National Health and Family Planning
Commission and other Departments on Further Encouraging and Guiding Private Capital to
Invest in Medical Institutions (B #E— 2 SR 5 B AL € & A% B2 0k 58 00 B A 3 S 4 00 )
(“Order No. 587), which was promulgated by the General Office of the State Council on 26
November 2010, stipulates that the PRC Government encourages and supports investments by
private investors in healthcare institutions of various types. Private investors are permitted to
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apply to establish for-profit or not-for-profit healthcare institutions. Private investors are also
encouraged to participate in the reform of existing public hospitals, including those
established by state-owned enterprises, by converting them into not-for-profit healthcare
institutions in order to systematically reduce the proportion of public hospitals in the system.
Private healthcare institutions with experience in the provision of healthcare services and
good reputation shall be selected as participants in the restructuring of public hospitals. The
restructuring of public hospitals may be carried out through pilot reform programmes in
hospitals established by state-owned enterprises. Private healthcare institutions are
encouraged to modernise hospital management, establish standardised corporate governance
structures, step up cost control and quality management systems, and employ professional
managers to manage the hospital. Private investors are encouraged to set up hospital
management companies to provide specialised services. Private healthcare institutions are
encouraged to engage or authorise domestic or overseas healthcare institutions with
professional experience to participate in the management of hospitals to improve their
efficiencies. Healthcare institutions are encouraged to develop into large, sophisticated,
technology-intensive medical groups and adopt brand-focused development strategies to build
good reputation and image. Private healthcare institutions are encouraged to improve their
clinical research and build their research and development teams.

Several Opinions on Promoting the Development of Healthcare Service Industry

Several Opinions on Promoting the Development of Healthcare Service Industry (5% B
R AR A R IR 5 £ 88 R 145 T3 L) (the “2013 Opinions”) was promulgated by the State
Council on 28 September 2013. The 2013 Opinions encourages the private sector to invest in
the healthcare service industry by various means including new establishment and
participation in restructuring, and also encourage private capital investment in not-for-profit
healthcare institutions for provision of basic health care services. The 2013 Opinions proposes
the idea of the relaxation of the requirements for sino-foreign equity joint or cooperative joint
healthcare institutions and expand eligibility in the pilot programme for wholly
foreign-invested healthcare institutions.

Several Opinions on Accelerating the Development of Medical Institutions with Social Capital

Several Opinions on Accelerating the Development of Medical Institutions with Social
Capital (BERnpeas et e 5 145 15 %), which was promulgated on 30 December 2013 by
the National Health and Family Planning Commission and the State Administration of
Traditional Chinese Medicine, stipulate the policies that support the development of
private-invested healthcare institutions, including the (i) gradual relaxation of investment in
healthcare institutions by foreign capital; (ii) relaxation of requirements for service sectors,
allowing social capital’s investment in the areas which are not explicitly prohibited; (iii)
relaxation of requirements for the deployment and use of large medical equipment in private
hospitals; (iv) improvement of supporting policies for the development of private hospitals in
aspects such as medical insurance and price control; (v) acceleration of the approval
processing regarding the establishment and operation of private hospitals.
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Notice on Printing and Distributing the Outline of the National Medical and Healthcare Service
System Plan (2015-2020)

The Notice on Printing and Distributing the Outline of the National Medical and
Healthcare Service System Plan (2015-2020) (B E %% 2 50 58 e 1 A= s 8 25 41 & 4
BL(2015-20204F) %8 A1), which was promulgated by the General Office of the State Council
on 6 March 2015, stipulates that private medical institutions are significant and integral parts
of the medical and healthcare service system as well as an effective approach to fulfilling
people’s multilevel and diversified medical and healthcare service needs. Private medical
institutions may provide basic medical services, compete with public medical institutions in an
orderly manner, provide top service to fulfil extra needs which are beyond basic needs and
provide services in great demand such as rehabilitation and geriatric services to complement
public medical institutions.

Up to 2020, planning shall be reserved for private medical institutions ensuring that each
one thousand residents are entitled to no less than 1.5 hospital beds. Reservation shall also be
made for the setup of diagnosis and treatment subjects and the allocation of large medical
equipment. Requirements for the qualifications of medical institution sponsors shall be
reduced as well as the conditions of setup medical institution through Sino-foreign
equity/cooperative joint venture. The pilot scheme of establishment of medical institutions
solely invested by qualified overseas capitals shall be expanded steps by steps. The
requirements of service scope shall also be reduced and the social capitals shall be allowed to
invest in areas not explicitly prohibited by the laws and regulations. Not-for-profit medical
institutions are entitled to prior support. Private medical institutions shall be guided to
develop into a high and large-scale level. Professional hospital management group shall
develop. Support shall be made to the allocation of large medical equipment of private
medical institutions. The review and approval formalities shall be more efficient. Where the
private medical institution is qualified, the corresponding approval shall be assumed and the
process shall be simplified to improve the approval efficiency.

Several Policies and Measures Regarding the Promotion of Accelerating the Development of the
Medical Institutions Invested by Private Capital

Several Policies and Measures Regarding the Promotion of Accelerating the
Development of the Medical Institutions Invested by Private Capital (B i fie 4 4b & H 5 Jin e 2
AT BUR ) 4 %0), which was promulgated by the General Office of the State Council on
11 June 2015 and came into effect on the same day, stipulate that, (i) the elimination and
cancellation of unreasonable preceding items for examination and approval and the reduction
in the time required for making such examination and approval; (ii) the reasonable control of
the number and scale of the public medical institutions and the exploration of the space for
development of the medical institutions invested by private capital; (iii) the support for the
listing and financing of such eligible and qualified for-profit medical institutions invested by
private capital; (iv) and that private investors with managerial experience in medical
institutions are encouraged to participate in the management of public medical institutions
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through various forms including hospital management groups and subject to the clear
distribution of power and responsibilities.

Notice on Printing Guiding Principles for the Allocation Planning of Medical Institutions
(2016-2020)

The Notice on Printing Guiding Principles for the Allocation Planning of Medical
Institutions  (2016-2020) (B Z< %A= 51 AE Z2 B A B 3% B 0 B i o B 1 1) 48 28 i 111 (20162020
4E) 4 F0), which was promulgated by the National Health and Family Planning Commission
on 21 July 2016, encourages the medical institutions with social capital and stipulates (i) the
acceleration of the scale and high-level development of medical institutions with social
capital, and the involvement of medical institutions with social capital in relevant planning to
reserve space for the allocation of resources such as beds and large medical equipment
according to a certain proportion; (ii) the cancellation of limitations on the amount and
location of medical institutions with social capital in terms of the accordance with total
amount and structure of planning; (iii) the preference to the allocation approval of
resource-scarce and not-for-profit specialised medical institutions established by social
capital; (iv) the encouragement of the establishment of private clinics by medical practitioners
with middle and high professional title.

Regulations on the Administration and Classification of Healthcare Institutions
Administrative Measures on Medical Institutions and the Medical Institution Practicing Licence

The Administrative Measures on Medical Institutions (B #E#MEE HEMH]), which was
promulgated on 26 February 1994 by the State Council and came into effect on 1 September
1994 and amended on 6 February 2016, and the Implementation Measures of the
Administrative Measures on Medical Institutions (& #EHEREE MGG E AN, which was
promulgated by the National Health and Family Planning Commission on 29 August 1994 and
came into effect on 1 September 1994 and amended on 21 February 2017, stipulate that the
establishment of healthcare institutions shall comply with the relevant regional planning
requirements as well as the basic standards of healthcare institutions. Any entity or individual
that intends to establish a healthcare institution must follow the application approval
procedures and register with the relevant healthcare administrative authorities to obtain a
Medical Institution Practicing Licence (5%t i 5 2E 77 1] 75).

Administrative Measures for the Examination of Medical Institutions ( For Trial Implementation)

The Administrative Measures for the Examination of Medical Institutions (For Trial
Implementation) (EZEHEHEAR R HHHLGATT)) (the “Administrative Measures for Examination”),
which was promulgated by the National Health and Family Planning Commission and came
into effect on 15 June 2009, stipulate a healthcare institution’s Medical Institution Practicing
Licence is subject to periodic examinations and verifications by the registration authorities,
and will be cancelled if such healthcare institution fails to pass the examination.
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Points Management System for Bad Practice of Medical Institutions

Many local administrative departments of health have promulgated regulations on points
management system for bad practice of medical institutions. According to the Administrative
Measures for Points Management System for Bad Practice of Medical Institutions (For Trial
Implementation) promulgated by Guangdong Provincial Health Bureau (J& 5 % f 4= 55 B ik 55
PR A RZEAT B st i 8 #EEE), the points of bad practice in medical institutions
shall be counted as one cycle in one year, starting from the date of verification. If an medical
institution scores up to 24 points in a year, the annual verification will be suspended for one to
six months. The medical institution should take rectification measures during the suspension
period and re-apply for verification within 5 days after the expiration date.

Opinions on Implementing Classification Administration of Urban Medical Institutions

The Opinions on Implementing Classification Administration of Urban Medical
Institutions ([ i bk B8 55 R4 A o0 B 7 B AY B b 3 %), which was jointly promulgated by the
National Health and Family Planning Commission, State Administration of Chinese
Traditional Medicine, Ministry of Finance and National Development and Reform
Commission on 18 July 2000 and came into effect on 1 September 2000, provide that
not-for-profit and for-profit healthcare institutions shall be classified based on their business
objectives, service purposes and implementation of various financial, taxation, pricing and
accounting policies. Also, governments shall not operate for-profit healthcare institutions.
Healthcare institutions shall file with relevant authorities of health written statements of their
not-for-profit/for-profit status when they go through application, registration and
re-examination procedures in accordance with relevant laws, and the handling authority of
health shall, jointly with other relevant authorities, decide the not-for-profit/for-profit status
for such healthcare institution based on the source of its investment and the nature of its
business.

Categories of Healthcare Institutions in the PRC

According to the Basic Standards for Medical Institutions (For Trial Implementation) (&
PR HE AR ME (3017)) which was promulgated on 2 September 1994 and revised on 2 August
2010, 5 December 2011 and 12 June 2017 and the Interim Measures for the Assessment of
Medical Institutions (B BiaF# 8 17H#7%) promulgated by the National Health and Family
Planning Commission on 21 September 2011, medical institutions in the PRC can be graded
into three classes (Class I, II and III) with regard to their medical practice conditions,
including but not limited to, the amount of registered beds, treatment departments, personnel,
properties, equipment as well as completeness of their internal rules and regulations. After
obtaining the Medical Institution Practising License (% B HEHL 371 7] #) and three years of
business operation, hospitals in the PRC may choose to apply for the classification and obtain
a certificate confirming the grading . It is, however, not a compulsory requirement, and our
Directors confirm that Shenzhen C-MER Hospital has no plans to apply for the grade
assessment.
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Regulations on the Supervision over Pharmaceuticals and Medical Equipment in Healthcare
Institutions

Measures for the Supervision and Administration of Pharmaceuticals in Medical Institutions
(for Trial Implementation)

The Measures for the Supervision and Administration of Pharmaceuticals in Medical
Institutions (for Trial Implementation) (&AM 2E 5 BB L G1T)), which was
promulgated by China Food and Drug Administration and came into effect on 11 October
2011, stipulate that healthcare institutions must purchase pharmaceuticals from enterprises
qualified for the production or distribution of pharmaceuticals and comply with certain
standards in respect of the storage, safekeeping, preparations and use of such
pharmaceuticals. Pharmaceutical preparation produced by a healthcare institution must only
be used by and for that healthcare institution. Healthcare institutions are prohibited from
selling prescription pharmaceuticals to the public by such means as post, online transaction
and open-shelf selection.

Regulations on the Administration of Narcotic Pharmaceuticals and Psychotropic Substances

The Regulations on the Administration of Narcotic Pharmaceuticals and Psychotropic
Substances (Jif B8 i FURG i 85 5 45 FRA41)), which was promulgated by the State Council on 3
August 2005 and revised on 7 December 2013 and 6 February 2016, provide that, where a
healthcare institution needs to use any narcotic pharmaceutical or Class I psychotropic
substance, it shall, upon approval by the competent public health department, obtain the Seal
Card for the Purchase and Use of Narcotic Pharmaceuticals and Class I Psychotropic
Substances (the “Seal Card”). If a healthcare institution with a Pharmaceutical Preparation
Certificate for Medical Institutions (R FF A7) and a Seal Card needs to dispense
for clinical use any narcotic pharmaceutical or psychotropic substance which is not available
on the market, the preparation shall be subject to approval by the competent provincial,
regional or municipal pharmaceutical regulatory department where the healthcare institution
is located. The pharmaceutical preparations of a narcotic pharmaceutical or psychotropic
substance dispensed by the healthcare institution may only be used in the institution itself and
may not be marketed.

Laws and Regulations on Medical Personnel of Healthcare Institutions
Law on Medical Practitioners of the PRC

The Law on Medical Practitioners of the PRC (H % A [ H: 1[5 384 3 55 fifi7%), which was
promulgated by the Standing Committee of the National People’s Congress on 26 June 1998
and came into effect on 1 May 1999 and amended on 27 August 2009, provides that doctors in
the PRC must obtain qualification licences for their medical profession. Qualified doctors and
qualified assistant doctors must register with the relevant public health administrative
authorities at or above the county level. After registration, doctors may work at healthcare
institutions in their registered location in the types of jobs and within the scope of medical
treatment, disease-prevention or healthcare business as provided in their registration.
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The Notice on Issues concerning Multi-sited Practices of Doctors

The Notice on Issues concerning Multi-sited Practices of Doctors (# 45 & B i 5 Rl 22 25
A BRMER SN, which was promulgated by the National Health and Family Planning
Commission on 11 September 2009 and came into effect on the same date, provides that a
classification administration system shall be implemented for doctors’ multi-sited practices.
Doctors can practice in its cooperative healthcare institutions after performing relevant
record-filing procedures with the authorities with which doctors’ Medical Institution
Practicing Licence registered. The local NHFPC shall implement its multi-sited practices
policies after being approved by NHFPC. On 12 July 2011, the Notice of the Office of the
National Health and Family Planning Commission on Expanding the Pilot Scope of
Multi-sited Practices of Doctors (A= 0 B/ B B i 98 A B8 Fili 22 Bl i 35wl 6 o6 2] 1) 48 50 )
further expands the trial areas of doctors’ multi-sited practices. Qualified doctors in the pilot
areas can apply for at most three locations as their practicing sites. Several Opinions on
Accelerating the Development of Medical Institutions with Social Capital (B8 b %s &1t g
W45 T2 i), which was promulgated on 30 December 2013 by the National Health and
Family Planning Commission and the State Administration of Traditional Chinese Medicine,
specifically stipulate that multi-sited practices of doctors shall be permitted and relevant
authorities should permit the orderly movements of the medical personnel among medical
institutions of various sponsorship.

Administrative Provisions for Short-term Medical Practice of Doctors in Mainland China

According to the Interim Measures for the Administration of Short-term Medical
Practice in China by Foreign Doctors (%M % fifi s #4517 5 B 478 B %) > which was
promulgated by the Ministry of Health on 7 October 1992, became effective on 1 January 1993
and was amended on 19 January 2016, foreign doctors practicing medicine in China must
register and obtain the certificate of short-term medical practice for foreign doctors (7= & il

AT B AT RE).

According to the Administrative Provisions on Short-term Medical Practice in the
Mainland of Doctors of the Hongkong and Macao Special Administrative Region (75 ~ [
5 I AT IR R A PR b A 4T B8 A BB A ) » which was promulgated by the Ministry of Health
on 29 December 2008 and became effective on 1 March 2009, doctors in Hong Kong and
Macao who practise medicine in the mainland should practise registration and obtain the
certificate of short-term medical practice for Hong Kong and macao doctors (¥ % B fifi %5 17

FHEREE).
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Regulations on Nurses

The Regulations on Nurses (i# L&), which was promulgated by the State Council on
31 January 2008 and came into effect on 12 May 2008, provide that a nurse must obtain a
nurse’s Practicing Certificate, which is valid for five years. The number of nurses on duty at a
healthcare institution shall not be less than the standard number as prescribed by the public
health administrative authority of the State Council.

Laws and Regulations on Medical Malpractice
The General Principles of the Civil Law of the PRC

The General Principles of the Civil Law of the PRC (H % A R A0E k4 HIl), which
was promulgated by the National People’s Congress on 12 April 1986, came into effective on 1
January 1987 and amended on 27 August 2009, provided that contracting parties shall perform
their obligations in full as agreed. The General Rules of the Civil Law of the PRC (H 3 A\ [ 4t
FnlEd ()L A, which was issued by the National People’s Congress on 15 March 2017 and has
come into effect since 1 October 2017, provide that a contract entered into in accordance with
the law is legally binding on the parties concerned.

Contract Law of the PRC

The Contract Law of the PRC (13 N RALFIE 4 [F] %), which was promulgated by the
National People’s Congress on 15 March 1999 and came into effect on 1 October 1999, provide
that the contracting parties shall observe the principle of honesty and good faith in exercising
their rights and performing their obligations. A lawfully established contract shall be legally
binding on the contracting parties, each of whom shall perform its own obligations in
accordance with the terms of the contract, and no party shall unilaterally modify or terminate
the contract.

Tort Liability Law of the PRC

The Tort Liability Law of the PRC ("3 A\ R ILA F{ZHEE AT %), which as promulgated
by the Standing Committee of the National People’s Congress on 26 December 2009 and came
into effect on 1 July 2010, provides that, if a healthcare institution or its medical personnel are
at fault for damage inflicted on a patient during the course of diagnosis and treatment, the
healthcare institution will be liable for compensation. The damage caused to the patient by the
failure of the medical personnel to fulfil their statutory obligations in the course of diagnosis
and treatment will be paid by the healthcare institution. Healthcare institutions and their
medical personnel will protect the privacy of their patients and will be liable for damage
caused by divulging the patients’ private or medical records without consent.
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Regulations on Handling Medical Malpractice

The Regulations on Handling Medical Malpractice (E¥5HURBEMEH]), which was
promulgated by the State Council on 4 April 2002 and came into effect on 1 September 2002,
provide a legal framework and detailed provisions regarding the prevention, identification,
disposition, compensation and penalties of or relating to cases involving personal injury to
patients caused by healthcare institutions or medical personnel due to malpractice.

Regulations on Medical Advertising in the PRC
Advertisement Law of the PRC

The Advertisement Law of the PRC (*#E A\ R LA J& %), which was promulgated by
the Standing Committee of National People’s Congress on 27 October 1994 and came into
effect on 1 February 1995 and further amended and came into effect on 1 September 2015,
provides that advertisements shall not contain false statements and be deceitful or misleading
to consumers. Advertisements legally required to receive censorship, including those that are
relating to pharmaceuticals and medical devices, shall be reviewed by relevant authorities in
accordance with relevant rules before being distributed by broadcasting, movies, television,
newspapers, journals or otherwise. The amended Advertisement Law further stipulates that
any advertisement for medical treatment, pharmaceuticals or medical devices shall not
contain: (i) any assertion or guarantee for efficacy and safety; (ii) any statement on cure rate
or effective rate; (iii) any comparison with the efficacy and safety of other pharmaceuticals or
medical devices or with other healthcare institutions; (iv) any use of endorsements or
testimonials; or (v) other items as prohibited by laws and administrative regulations.

Interim Measures for the Administration of Internet Advertisement

The Interim Measures for the Administration of Internet Advertisement (549 J& 44 45
P17 HE), which was promulgated by the State Administration of Industry and Commerce on
4 July 2016 and came into effect on 1 September 2016, provides that Internet advertisement
shall be identifiable and clearly identified as an “advertisement” so that consumers will tell it
is an advertisement. Paid search advertisements shall be clearly distinguished from natural
search results. No entity and individual may publish any advertisement of over-the-counter
medicines or tobacco by means of the Internet. No advertisement of any medical treatment,
medicines, foods for special medical purpose, medical apparatuses, pesticides, veterinary
medicines, dietary supplement or other special commodities or services which are subject to
review by advertisement review authorities as stipulated by laws and regulations shall be
released unless it has passed such review.
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Administrative Measures on Medical Advertisement

The Administrative Measures on Medical Advertisement (5% & 15 % P J#7%), which was
jointly promulgated by the State Administration of Industry and Commerce and the National
Health and Family Planning Commission on 10 November 2006 and came into effect on 1
January 2007, require that medical advertisements shall be reviewed by relevant health
authorities and obtain a Medical Advertisement Review Certificate (& 4 3% 2 35 B) before
they may be released by a healthcare institution. Medical Advertisement Review Certificate
has an effective term of one year and may be renewed upon application.

Regulations on Environmental Protection related to Healthcare Institutions
Regulations on the Management of Medical Waste and its implementation measures

The Regulations on the Management of Medical Waste (B BE4) 4 BLA&B), which was
promulgated by the State Council on 16 June 2003 and came into effect on the same day and
further amended and came into effect on 8 January 2011, and the Implementation Measures of
the Management of Medical Waste (% 5327 A 1 i 56 I BE ) 45 BT ), which was promulgated
by the National Health and Family Planning Commission on 15 October 2003 and came into
effect on the same day, stipulate that healthcare institutions must timely deliver medical waste
to a specially designated location for centralised disposal of medical waste and categorise the
medical waste in accordance with the Classified Catalogue of Medical Waste. High-risk waste
such as the culture medium or specimens of pathogens and the preserving liquid of bacteria
strains or virus strains must be sterilised on the spot before disposal. Sewage generated by any
healthcare institution and excretion of its patients or patients suspected of infectious diseases
must be sterilised in accordance with the relevant laws, rules and regulations, and must not be
discharged into sewage until the relevant standards are met.

Regulations on Urban Drainage and Sewage Treatment

The Regulations on Urban Drainage and Sewage Treatment (3 &8 HE 7K B {5 7K g BEAG ),
which was promulgated by the State Council on 2 October 2013 and came into effect on 1
January 2014, require that urban entities and individuals shall dispose sewage through urban
drainage facilities covering their geographical area in accordance with relevant rules.
Companies or other entities engaging in medical activities shall apply for a Sewage Disposal
Drainage Licence (V5/K#EAPEKE AT #) before disposing sewage into urban drainage
facilities. Sewage-disposing entities and individuals shall pay sewage treatment fee in
accordance with relevant rules.
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Laws and Regulations on Pharmaceutical Distribution
The Opinions on Promoting Drug Pricing Reform

The Opinions on Promoting Drug Pricing Reform (¥ 25 i (B 4% it 45 1 & 5.), which was
promulgated by the National Development and Reform Commission, the National Health and
Family Planning Commission, China Food and Drug Administration, Ministry of Commerce
and other three departments on 4 May 2015, and came into effect on the same day, set forth
that from 1 June 2015, except for narcotic drugs and Class I psychotropic drugs, the
restrictions on the prices of the drugs that were subject to government pricing will be
cancelled. Specifically, the prices of narcotic drugs and Class I psychotropic drugs are still
subject to maximum factory prices and maximum retail prices set by the National
Development and Reform Commission for the time being. The medical insurance regulatory
authority shall, along with other competent departments, draw up provisions in relation to the
standards, procedures, basis and methods of the payment of drugs paid by medical insurance
funds. With regard to patent drugs and exclusively produced drugs, the prices thereof are set
through transparent and public negotiation among multiple parties. The prices for blood
products not listed in the Medical Insurance Drugs List, immunity and prevention drugs that
are purchased by the State in a centralised manner, and AIDS antiviral drugs and
contraceptives provided by the State for free, shall be set through tendering purchase or
negotiation. Except as otherwise mentioned as above, the prices for other drugs may be
determined by the manufacturers and the operators on their own on the basis of production or
operation costs and market supply and demand.

Regulations on Medical Devices
Regulations on the Supervision and Administration of Medical Devices

The Regulations on the Supervision and Administration of Medical Devices (75 %% #§ ¥ &
BHE R H) (the “Regulations on Medical Devices”), which was promulgated by the State
Council on 4 January 2000 and amended on 7 March 2014 and 4 May 2017 and came into
effect on the same day, mainly regulate the management of medical devices manufactures and
the distribution and use of medical devices and the supervision over medical devices as well as
relevant legal obligations.

The Administrative Measures for the Registration of Medical Devices (8 28 &y bl st i 4 2L
#Ei%), which was promulgated by China Food and Drug Administration on 30 July 2014 and
came into effect on 1 October 2014, mainly regulate the registration and record-filing of
medical devices. Sale or use of medical devices within the territory of the PRC shall be subject
to application for registration or record-filing accordingly.
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Laws and Regulations Related to Foreign Investment in the PRC
Company Law of the PRC

The Company Law of the PRC (1% A RILANE /> #]i2%), which was promulgated by the
Standing Committee of National People’s Congress on 29 December 1993 and came into effect
on 1 July 1994 (subsequently amended on 25 December 1999, 28 August 2004, 27 October
2005 and 28 December 2013), provides that companies established in the PRC may take form
of company of limited liability or company limited by shares. Each company has the status of
a legal person and owns its assets itself. Assets of a company may be used in full for the
company'’s liability. The Company Law applies to foreign-invested companies unless relevant
laws provide otherwise.

Wholly Foreign-Owned Enterprise Law of the PRC and its implementation measures

The Wholly Foreign-Owned Enterprise Law of the PRC (¥ A R AL [E & 257,
which was promulgated by the Standing Committee of the National People’s Congress on 31
October 2000, and came into effect on the same day and further amended on 3 September
2016, and the Implementation Measures for the Wholly Foreign-Owned Enterprise Law (1%
NRILFE NG A £ L EH AN R]), which was promulgated by the State Council on 12 April
2001, came into effect on the same day and amended on 19 February 2014, stipulate that
foreign enterprises and other economic organisations or individuals may establish wholly
foreign-owned enterprises (“WFOEs”) in China. The application for the establishment of a
WFOE is subject to the examination and approval by the competent commercial departments
before an Approval Certificate is issued.

Interim Provisions on Investment Made by Foreign-Invested Enterprises in China

The Interim Provisions on Investment Made by Foreign-Invested Enterprises in China (B
AP E R ER NP E M 1T ), which was jointly promulgated by the Ministry of
Commerce and the State Administration of Industry and Commerce on 25 July 2000 and
amended on 28 October 2015, stipulate that the provisions of the Interim Provisions Guiding
Foreign Investment Direction and the Industry Catalogue for Guiding Foreign Investment will
govern foreign-invested enterprises’ investment in China. Foreign-invested enterprises are not
permitted to invest in any sector prohibited to foreign investment. Where a foreign-invested
enterprise makes investment in a restricted sector, the foreign-invested enterprise must file an
application with the provincial commercial department of the place where the investee
company is located. The relevant company registration authority will, in accordance with the
relevant provisions of the Company Law and the Regulations on the Administration of
Company Registration of the PRC (H1#& A [ H 5 /4 7] & 5 & FLE 6)), decide whether or not
to approve the registration. If the registration is approved, a Business Licence of an
Enterprise Legal Person will be issued with the designation “Invested by a Foreign-Invested
Enterprise”. The foreign-invested enterprise is required to report the establishment of the
investee company within 30 days of the date of its establishment to the original examination
and approval authority for record-filing.
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Domestic Regulations on Establishment of Wholly Foreign Owned Hospitals
CEPA and its adoption into PRC domestic law

The Mainland and Hong Kong Closer Economic Partner Arrangement( A 52 75 i B 77 &
SLHE BEKEBENLYE) and its six Annexes (collectively, “CEPA”) were entered into
between the governments of Hong Kong and the PRC on 29 June 2003 and 29 September
2003, respectively. CEPA aims to promote the joint economic prosperity and development of
the PRC and Hong Kong and to facilitate further development of economic links between the
PRC, Hong Kong and other countries and regions. The Agreement on Trade in Services of
Mainland and Hong Kong Closer Economic Partner Arrangement (€ Ay h B2 7 5 B 7 8 57 o 2%
RS BRI Z PR IR’ 5 1 #%) (the “Agreement”) was entered into between the Ministry of
Commerce and Hong Kong on 27 November 2015 under the framework of CEPA, the
Agreement came into effect on 27 November 2015 and was implemented on 1 June 2016. The
Agreement makes reference to the framework of the Agreement between the Mainland and
Hong Kong on Achieving Basic Liberalisation of Trade in Services in Guangdong (B i /A Hi 78
R A EAEBREE % A b #%) (the “Guangdong Agreement”). On the basis of
the Guangdong Agreement, the Agreement further enhances the liberalisation in both breadth
and depth, including extending the implementation of the majority of Guangdong pilot
liberalisation measures to the whole Mainland; reducing the restrictive measures in the
negative list, and adding 28 liberalisation measures in the positive lists for cross-border
services as well as cultural and telecommunications services. The main text of the Agreement
sets out provisions for, among others, national treatment, most-favoured treatment, safeguard
measures, exceptions, and investment facilitation. The favourable position of Hong Kong to
enjoy the most preferential liberalisation measures of the Mainland is assured by the
“most-favoured treatment” provision of the Agreement, which specifies that any preferential
treatment the Mainland accorded to other countries or regions, if more preferential than those
under CEPA, will be extended to Hong Kong.

Relevant CEPA provisions in relation to the medical service industry have been adopted
into the PRC domestic law by (i) Interim Administrative Measures on the Establishment in the
PRC of Wholly Foreign Owned Hospitals by Hong Kong and Macau Service Providers (% #5
L B 255 4 4t 35 7 1A 1 5 ST 8 B e A B AT #F% ) ), which was jointly published by the
Ministry of Health and the Ministry of Commerce on 22 December 2010 and came into effect
on 1 January 2011; (ii) the Notice on Certain Questions regarding the Establishment in the
PRC of Medical Institution by Hong Kong and Macau Service Providers ( €[# i 7 5 A1 1 iz
PR AR TE A b s ST B A B M RE R A R0 ) ), which was jointly published by the Ministry
of Health and the Ministry of Commerce on 22 October 2012 and came into effect on 1
January 2013; (iii) the Notice of the Adjustment to the Approval Authority for the
Establishment in the PRC of Medical Institution by Hong Kong and Macau Service Providers
( BRI 8 B U R A B Bs B A1k 2 7 0 s 38 R e A M RERR 1978 %1 ) ), which was published by
the National Health and Family Planning Commission on and with effect from 12 December
2013; and (iv) Administrative Measures for Hong Kong and Macau Medical Practitioners to
obtain Mainland’s Medical Practitioner’s Qualification Certificates through Accreditation

(5 W R P o A B8 I 5 T A4 A5 o) e 55 A4 58 0 7 BHFI: ) ), which was published by the
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Ministry of Health and State Administration of Traditional Chinese Medicine on 15 April
2009 and came into effect on 15 April 2009.

In accordance with CEPA and based on the aforementioned PRC domestic regulations,
subject to the approval of the PRC health administration department at the provincial level,
properly qualified and licenced Hong Kong service suppliers are permitted to establish
wholly-owned medical institutions in the PRC. In addition, Doctors of Hong Kong and
Macau Special Administrative Region are permitted to apply for and obtain the PRC medical
practitioner qualification without examination if certain conditions are met. The effect of
CEPA and the domestic regulations is therefore to lift the restrictions otherwise imposed on
foreign investment in the medical industry under the Foreign Investment Catalogue and
Interim Administrative Measures on Sino-foreign Equity Medical Institution and Sino-foreign
Cooperative Medical Institutions. We comply with the regulations and Dr. Dennis LAM has
obtained the PRC medical practitioner qualification in accordance with the regulations.

The Industry Catalogue for Guiding Foreign Investment and Interim Provisions Guiding Foreign
Investment Direction

The current Industry Catalogue for Guiding Foreign Investment (¥4 & 2455 H
#%)(the “Foreign Investment Catalogue”), which was jointly promulgated by the National
Development and Reform Commission and Ministry of Commerce on 10 March 2015, and
came into effect on 10 April 2015, and the Provisions on Guiding Foreign Investment
Direction (5N E J7mI#LE), which was promulgated by the State Council on 11
February 2002, and came into effect on 1 April 2002, classify all foreign investment projects
into four categories: (1) encouraged projects, (2) permitted projects, (3) restricted projects, and
(4) prohibited projects. If the industry in which the investment is to occur falls into the
encouraged category, foreign investment, in certain cases, may enjoy preferential policies or
benefits. If restricted, foreign investment may be conducted in accordance with applicable
legal and regulatory restrictions. If prohibited, foreign investment of any kind is not allowed.
On 29 June 2017, the National Development and Reform Commission and Ministry of
Commerce jointly promulgated the Industry Catalogue for Guiding Foreign Investment
(revised in 2017) (the “2017 Foreign Investment Catalogue™) which will become effective from
28 July 2017. According to the current Foreign Investment Catalogue and the 2017 Foreign
Investment Catalogue, foreign investment in healthcare institutions is restricted to the form of
sino-foreign cooperation or joint venture.

Pursuant to the Circular on Carrying Out the Pilot Programme of the Establishment of
Wholly Foreign-Owned Hospitals (BB & s r Fh & & B b il B TAEM# %), which was
jointly promulgated by the Ministry of Commerce and the National Health and Family
Planning Commission on 25 July 2014, foreign investors are allowed to set up wholly
foreign-owned hospitals in Beijing, Tianjin, Shanghai, Jiangsu Province, Fujian Province,
Guangdong Province and Hainan Province as long as they meet certain requirements.

— 96 —



APPLICABLE LAWS AND REGULATIONS

Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign
Investors (A SN &E & JF I N EM L E) (the “M&A Rules”), which was jointly
promulgated by the Ministry of Finance, the State Assets Supervision and Administration
Commission, the State Administration for Taxation, the State Administration of Industry and
Commerce, the China Securities Regulatory Commission, and the State Administration of
Foreign Exchange on 8 August 2006, came into effect on 8 September 2006 and subsequently
amended on 22 June 2009, require that foreign investors acquiring domestic companies by
means of asset acquisition or equity acquisition shall comply with relevant foreign investment
industry policies and shall be subject to approval by relevant commerce authorities.

Regulations on the Management of Lease Housing
Administrative Measures on Leasing of Commodity Housing

The Administrative Measures on Leasing of Commodity Housing, which was
promulgated by the Ministry of Housing and Urban-Rural Development on 1 December 2010
and came into effect on 1 February 2011, stipulate that the lessor and the lessee shall complete
property leasing registration and filing formalities within 30 days from execution of the
property lease contract with the development (real estate) department of the People’s
Government of the centrally-administered municipality, municipality or county where the
leased property is located. Organisations who violate the provisions of the 1st paragraph of
Article 14 of these Measures shall be ordered by the development (real estate) department of
the People’s Governments of centrally-administered municipalities, municipalities or counties
to make correction within a stipulated period; where the organisation failed to make
correction within the stipulated period, a fine ranging from RMB1,000 to RMB10,000 shall be
imposed.

Laws and Regulations Related to Labour Protection
Labour Protection and Social Insurance

According to the Labour Law of the PRC ({1 # AN RALFB S5 H)iL)) effected on 1
January 1995 and amended on 27 August 2009, the Labour Contract Law of the PRC ({* 3 A
RN 25 8 5[] 75 ) ) effected on 1 January 2008 and amended on 28 December 2012 and the
Regulations on the Implementation of the Labour Contract Law of the PRC ({1 % A\ RILAN
B 45 8 & Rl IR B i) ) which was issued and became effective on 18 September 2008, an
employer must enter into a written labour contract with any employees and the wage or salary
must not be lower than the local minimum wage or salary. In addition, an employer must
establish a system related to occupation health and safety, provide job training for employees
to avoid occupational hazards and protect the rights of employees. When an employer recites
any employees, such employer must inform the employees of the work content, work
conditions, work place, occupational hazards, safety conditions and labour compensations.
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According to the Social Insurance Law of the PRC ({H % A I 4+ € R FT5)),
which was issued on 28 October 2010 and effected on 1 July 2011, the Provisional Regulations
on Collection and Payment of Social Insurance Premiums ({ih& £RBx 2 AR 1T46491)),
which was issued and effected on 22 January 1999, the Provisional Measures on Maternity
Insurance of Enterprise Employees ({42EHk TAE & REEEIT %)), issued on 14 December
1994 and effected 1 January 1995, the Regulations on Unemployment Insurance (€< 3R i i
1)), which was issued and effective on 22 January 1999, and the Regulations on Work Related
Injuries ({ TAGFRBE B ), effected on 1 January 2004 and amended on 20 December 2010, an
employer must make contributions to a number of social security funds for its employees,
including the basic pension insurance, basic medical insurance, maternity insurance,
unemployment insurance and work-related injury insurance. According to the Regulations on
Management of Housing Provident Fund ({fiF AR FEWHI) ), effected on 3 April 1999
and amended on 24 March 2002, an employer must open a housing fund account with the
department responsible for the management of housing fund for its employees and make
contributions to such housing fund.

Laws and Regulations Relating to Taxation
Enterprise Income Tax

According to the Enterprise Income Tax Law of the PRC ("3 A R HL 0[5 1> 2 Fr 5 Bl i)
(the “EIT Law”), which was promulgated by the National People’s Congress on 16 March 2007
and came into effect on 1 January 2008, and further amended on 24 February 2017, and the
Implementation Regulations on the EIT Law of the PRC (3 A R A1 B 1> 2& i 15 B4 15 B it Ak
), which was promulgated by the State Council on 6 December 2007 and came into effect on
1 January 2008, the tax rate for both domestic-funded enterprises and foreign-invested
enterprises is 25%. Under the EIT Law and EIT Rules, enterprises are classified as either
“resident enterprises” or “non-resident enterprises”. Enterprises established outside the PRC
whose “de facto management bodies” are located in the PRC are considered “resident
enterprises” and subject to the uniform 25% EIT rate for their global income. According to the
implementation rules of the EIT Law, a “de facto management body” refers to a managing
body that exercises, in substance, overall management and control over the manufacture and
business, personnel, accounting and assets of an enterprise. Dividends from resident
enterprises to their investors, which are treated as resident enterprises, are exempted from
withholding tax.

The EIT Law provides that a non-resident enterprise refers to an entity established under
foreign law whose “de facto management bodies” are not within the PRC but which have an
established or place of business in the PRC, or which do not have an established or place of
business in the PRC but have income sourced within the PRC. The EIT Rules provide that
after 1 January 2008, an income tax rate of 10% will normally be applicable to dividends
declared to non-resident enterprise investors which do not have an establishment or place of
business in the PRC, or which have such established or place of business but the relevant
income is not effectively connected with the established or place of business, to the extent such
dividends are derived from source within the PRC. The income tax on the dividends may be

— 08 —



APPLICABLE LAWS AND REGULATIONS

reduced pursuant to a tax treaty between the PRC and the jurisdiction in which the
non-resident enterprise investors is also subject to 10% PRC income tax if such gain is
regarded as income derived from sources within the PRC.

Tax Treaties

According to the Treaty on the Avoidance of Double Taxation and Tax Evasion between
Mainland and Hong Kong ([AJHb 07 5 45 Il 47 B [ B 7 363 iy 15 4 4o B o B080 A0 B 1E i s B 1Y) 2
#E) signed on 21 August 2006, if the non-PRC parent company of a PRC enterprise is a Hong
Kong resident which beneficially owns a 25% or more interest in the PRC enterprise, the 10%
withholding tax rate applicable under the EIT Law may be lowered to 5% for dividends and
7% for interest payments once approvals have been obtained from the relevant tax authorities.
The determination of beneficial ownership is clarified under the Notice on Understanding and
Determining Beneficial Owners (Bl Z 05 48 J5) B a0 fo] A% A0 52 2 BRI 2 <52 28 T A7 7
)% ) issued by the State Administration of Taxation on 27 October 2009, which expressly
excludes from the definition of a beneficial owner any company not engaged in actual
operations such as manufacturing, sales or management but that is established for the purpose
of avoiding or reducing tax obligations or transferring or accumulating profits.

Pursuant to the Notice on the Several Issues of the Implementation of Tax Treaty ([ ZFi
5 4R B A AT B AL B o B S A B T #8 ),  which was promulgated by the State
Administration of Taxation and came into effect on 20 February 2009, the non-resident
taxpayer or the withholding agent is required to obtain and keep sufficient documentary
evidence proving that the recipient of the dividends meets the relevant requirements for
enjoying a lower withholding tax rate under a tax treaty. Pursuant to the Administrative
Measures for Tax Convention Treatment for Non-resident Taxpayers (FF J& E A BL A 5= 32 Bl i i
7E RpiB A BEE), which was promulgated by the SAT on 27 August 2015, any non-resident
taxpayer fulfilling conditions for enjoying the convention treatment may be entitled to the
convention treatment on its own when filing a tax return or making a withholding declaration

through a withholding agent, subject to the subsequent administration by the tax authorities.
Business Tax

Pursuant to the Provisional Regulations of the PRC on Business Tax ({H & A R 3L A0 5 2
EBLE1T5490)), which was promulgated by the Stated Council on 13 December 1993 and
subsequently amended on 10 November 2008 and its Implementation Rules (1% A R 3L A0 [
EEBEATRPIE A AI)) which was promulgated by the Ministry of Finance on 18
December 2008 and subsequently amended on 28 October 2011, all of which became effective
on 1 January 2009, unless stated otherwise, the tax payers providing taxable services the PRC
are required to pay a business tax at a normal tax rate of 5% of their revenues.
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Value-Added Tax

The Temporary Regulations on Value-added Tax of the PRC (3£ A [ 3 A1 B ¥4 (B B 17
&4, which was promulgated by the State Council on 13 December 1993, came into effect on
1 January 1994, and amended on 10 November 2008 and 6 February 2016, and the Detailed
Implementing Rules of the Temporary Regulations on Value-added Tax of the PRC (H 3 A&
FL A 5 (B BT AT I B M40 HY)), which was promulgated by the Ministry of Finance and
became effective on 25 December 1993, and was amended on 15 December 2008 and 28
October 2011, set forth that all taxpayers selling goods or providing processing, repairing or
replacement services and importing goods in the PRC shall pay a value-added tax. A tax rate
of 17% shall be levied on general taxpayers selling or importing various goods and on
taxpayers providing processing, repairing or replacement service; the applicable rate for the
export of goods by taxpayers shall be nil, unless otherwise stipulated.

According to the Trial Scheme for the Conversion of Business Tax to Value-added Tax (&
B R (EB S 7 %), which was promulgated by the Ministry of Finance and the State
Administration of Taxation, the government launched gradual taxation reforms starting from
1 January 2012, whereby it collected value-added tax in lieu of business tax on a trial basis in
regions and industries showing strong economic performance, such as transportation and
certain modern service industries.

Furthermore, according to the Notice of the Ministry of Finance and the State
Administration of Taxation on Overall Implementation of the Pilot Programme of Replacing
Business Tax with Value-added Tax (FABCHS ~ Bl A0 55 48 5y BH 1 4 1T T BA 25 SE M0 i O (E B R
EEry%E %), all business tax payers in consumer service industry shall pay value-added tax in
lieu of business tax from 1 May 2016 and the taxpayer may continue to enjoy tax incentives of
VAT in accordance with the relevant provisions in the remaining period of tax incentives if tax
incentives of business tax before the application of pilot collection of VAT in lieu of business
tax has already been enjoyed.

Legal Supervision Over Foreign Exchange In The PRC

The Regulations on the Control of Foreign Exchange (JMEIEWEH]), which was
promulgated by the State Council on 29 January 1996, became effective on 1 April 1996 and
was amended on 14 January 1997 and 5 August 2008, set forth that foreign exchange receipts
of domestic institutions or individuals may be transferred to China or deposited abroad and
that SAFE shall specify the conditions for transfer to China or overseas and other
requirements in accordance with the international receipts, payments status and requirements
of foreign exchange control. Foreign exchange receipts for current account transactions may
be retained or sold to financial institutions engaged in the settlement or sale of foreign
exchange. Domestic institutions or individuals that make direct investments abroad or are
engaged in the distribution or sale of valuable securities or derivative products overseas shall
register according to SAFE regulations. Such institutions or individuals subject to prior
approval or record-filing with other competent authority shall complete the required approval
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or record-filing prior to foreign exchange registration. The exchange rate for RMB follows a
managed floating exchange rate system based on market demand and supply.

The Regulations on the Administration of the Settlement, Sale and Payment of Foreign
Exchange (%5E - £ [ J(THES FEHE), which was promulgated by the People’s Bank of
China on 20 June 1996 and came into effect on 1 July 1996, provides that foreign exchange
receipts under the current account of foreign-invested enterprises may be retained to the
fullest extent specified by the foreign exchange bureau. Any portion in excess of such amount
shall be sold to a designated foreign exchange bank or through a foreign exchange swap centre.

On 30 March 2015, the State Administration of Foreign Exchange promulgated the
Circular on Reforming the Management Approach regarding the Settlement of Foreign
Exchange Capital of Foreign-invested Enterprises (% 7 FE 4 3 =) BH A el 45 41 v 4% & A 2E A1 e
AR 4 4 A B 5 20 48 1) (“Circular 197), which came into effect on 1 June 2015. According
to Circular 19, the foreign exchange capital of foreign invested enterprises shall be subject to
the Discretional Foreign Exchange Settlement (“Discretional Foreign Exchange Settlement”).
The Discretional Foreign Exchange Settlement refers to the foreign exchange capital in the
capital account of an foreign invested enterprise for which the rights and interests of
monetary contribution has been confirmed by the local foreign exchange bureau (or the
book-entry registration of monetary contribution by the banks) can be settled at the banks
based on the actual operational needs of the foreign invested enterprise. The proportion of
Discretional Foreign Exchange Settlement of the foreign exchange capital of an foreign
invested enterprise is temporarily determined as 100%. The RMB converted from the foreign
exchange capital will be kept in a designated account and if an foreign invested enterprise
needs to make further payment from such account, it still needs to provide supporting
documents and go through the review process with the banks. Furthermore, Circular 19
stipulates that the use of capital by foreign-invested enterprises shall follow the principles of
authenticity and self-use within the business scope of enterprises. The capital of an foreign
invested enterprise and capital in RMB obtained by the foreign invested enterprise from
foreign exchange settlement shall not be used for the following purposes: (1) directly or
indirectly used for the payment beyond the business scope of the enterprises or the payment
prohibited by relevant laws and regulations; (2) directly or indirectly used for investment in
securities unless otherwise provided by relevant laws and regulations; (3) directly or indirectly
used for granting the entrust loans in RMB (unless permitted by the scope of business),
repaying the inter-enterprise borrowings (including advances by the third party) or repaying
the bank loans in RMB that have been sub-lent to the third party; and (4) paying the expenses
related to the purchase of real estate that is not for self-use (except for the foreign-invested
real estate enterprises).
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Laws and Regulations Related to Dividend Distribution

The principal regulations governing distribution of dividends of foreign holding
companies include the Company Law of the PRC ({3 A\ RILFEH A A1) ) promulgated by
the National People’s Congress Standing Committee in 1993 and amended in 1999, 2004, 2005
and 2013, the Foreign Investment Enterprise Law of the PRC ({3 A RILAIE 4N E A 2E15))
promulgated by the National People’s Congress Standing Committee in 1986 and amended in
2000 and 2016, and the Administrative Rules under the Foreign Investment Enterprise Law
( OMNERZEEEMAMA]) ) promulgated by the State Council in 1990 and amended in 2001 and
2014. Under the laws and regulations, foreign investment enterprises in the PRC may pay
dividends only out of their accumulated profits, if any, determined in accordance with PRC
accounting standards and regulations. In addition, wholly-foreign-owned enterprises in the
PRC, like our PRC subsidiary, are required to allocate at least 10% of their respective
accumulated profits after tax each year, if any, to fund certain reserve funds unless these
accumulated reserves have reached 50% of the registered capital of the enterprises. These
reserves are not distributable as cash dividends.
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OVERVIEW

Our history can be traced back to January 2012 when we established our first eye centre
in Central, Hong Kong named “C-MER Dennis Lam & Partners (fw ZE5AKIE# #.03)”. In March
2013, we expanded our service network into the PRC, when our first eye hospital in Shenzhen
was established. We have established four Satellite Clinics in Mongkok, Yuen Long, Shatin
and Causeway Bay, Hong Kong during the last three years. In December 2017, the Mongkok
Surgery Centre has commenced business operations. With the experience from our eye hospital
in Shenzhen, we have established our second eye hospital in Beijing for the purpose of
expanding our service network into Northern China. Our eye hospital in Beijing is planned to
commence business operations in January 2018. We also plan intend to open our fifth Satellite
Clinic in Kwun Tong during the first quarter of 2018.

For the purpose of the Listing, our Company was incorporated in the Cayman Islands
under the Companies Law with limited liability on 1 February 2016 to be the holding company
of our Group.

BUSINESS MILESTONES

The following sets forth our key business milestones since the inception of our business:

Month/Year Business milestones

January 2012 Establishment of our first eye centre in Central, Hong Kong.

March 2013 Opening of our first eye hospital in Shenzhen, the PRC.

January 2014 Opening of our first Satellite Clinic in Mongkok, Hong Kong.
January 2016 Opening of our second Satellite Clinic in Yuen Long, Hong Kong.
June 2016 Opening of our third Satellite Clinic in Shatin, Hong Kong.
February 2017 Opening of our fourth Satellite Clinic in Causeway Bay, Hong Kong.
December 2017 Opening of the Mongkok Surgery Centre.

OUR CORPORATE HISTORY

Our Company

Our Company was incorporated in the Cayman Islands on 1 February 2016. Further
information on our Company is set forth in the paragraphs under “A. Further information
about our Group — 2. Changes in our share capital” in Appendix IV to this prospectus. Our
Company does not carry on any business activities and has become the holding company of

our Group following completion of the Reorganisation.
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As of the Latest Practicable Date, our Group comprised our Company and various
wholly-owned subsidiaries established in the BVI, Hong Kong and the PRC. Except as
otherwise disclosed, members of our Group commenced business from their respective dates
of incorporation or establishment.

Subsidiaries of our Company

As of the Latest Practicable Date, we had the following subsidiaries:

Place of
Date of incorporation/ incorporation/

Name of the subsidiaries establishment establishment Approved business activities

C-MER Eye Medical 12 February 2016 BVI Investment holding

C-MER Eye Group 12 February 2016 BVI Investment holding

HK C-MER China 4 October 2005 Hong Kong  Engaged in the provision of
ophthalmic services in
Hong Kong through its
branches and registered
under CEPA to establish
medical institute in the
PRC

HK Eye Care 12 October 2010  Hong Kong Engaged in the provision of
ophthalmic services in
Hong Kong through its
branches

HK C-MER Vision 4 December 2012 Hong Kong  Investment holding

Shenzhen C-MER 1 March 2013 PRC Engaged in wholesale, retail,

Optical Trading import and export trade of

spectacles and their
components and related
accessory businesses

Notes:

(1)  On 15 December 2011, Dr. Dennis LAM and Ms. LI acquired all shares of HK C-MER China for HK$1,000.0
from an Independent Third Party and HK C-MER China was not engaged in any business activities until we
opened our first eye centre in January 2012.

(2)  On 16 February 2011, Dr. Dennis LAM acquired the only one issued share of HK Eye Care for HK$1.0 from

Ms. LAM Pui Ngo Rita, a younger sister of Dr. LAM and HK Eye Care was not engaged in any business
activities until we opened our first eye centre in January 2012.
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Name of the subsidiaries

Place of
Date of incorporation/ incorporation/

establishment

establishment

Approved business activities

Shenzhen C-MER
Hospital

Shenzhen C-MER
Research Institute

Beijing C-MER
Hospital

Shenzhen C-MER
Management

Non-PRC subsidiaries

C-MER Eye Medical

11 January 2013 PRC

1 April 2015 PRC

24 June 2016 PRC

5 May 2017 PRC

Engaged in diagnosis and

treatment of
ophthalmology, medical
laboratory, medical
imaging, anesthesiology
and Chinese medicine
ophthalmology

Engaged in the exploration of

and research on hospital
management innovation
model and hospital
management consultancy

Engaged in ophthalmology,

medical laboratory,
medical imaging,
anesthesiology, Chinese
medicine ophthalmology
and optical check

Provision of hospital

management and
supporting services
(excluding medical
treatment) and healthcare
consultation services and
development in medical
technology and
technological consultation

C-MER Eye Medical was incorporated in the BVI on 12 February 2016 with the

authority to issue up to 50,000 shares with no par value, and has been wholly owned by our

Company with 2,000 shares in issue at US$2,000 since the date of incorporation.

C-MER Eye Medical is an investment holding company wholly owned by our Company.
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C-MER Eye Group

C-MER Eye Group was incorporated in the BVI on 12 February 2016 with the authority
to issue up to 50,000 shares with no par value, and has been wholly owned by our Company
with 2,000 shares in issue at US$2,000 since the date of incorporation.

C-MER Eye Group is an investment holding company wholly owned by our Company.
HK C-MER China

On 4 October 2005, HK C-MER China was incorporated in Hong Kong as a limited
liability company with an initial issued share capital of HK$1.0. HK C-MER China initially
had one issued ordinary share which was held by Wilpac Limited, an Independent Third Party.

On 1 November 2005, Wilpac Limited transferred one ordinary share to Mr. LAM Lai
Kun, an Independent Third Party, for the consideration of HK$1.0. On 14 January 2006, the
issued share capital was increased from HK$1.0 to HK$1,000.0 by allotment and issue of
additional 999 ordinary shares to Mr. LAM Lai Kun.

On 27 September 2011, HK C-MER China changed its name to “Hong Kong C-MER
International Eye Care Group (China) Limited 7 ¥ 7y 35 20 [ IR B} 55 e 42 B (P ) A FRA R,

On 27 September 2011, the issued share capital was increased from HKS$1,000.0 to
HK$50,000.0 by the allotment and issue of additional 49,000 ordinary shares to Dr. Dennis
LAM.

On 15 December, 2011, Mr. LAM Lai Kun transferred 999 ordinary shares to Dr. Dennis
LAM and one ordinary share to Ms. LI, respectively, for HK$999.0 and HK$1.0, respectively,
based on the par value of the issued shares. HK C-MER China was a company conducting no
business. The share transfer allowed Dr. Dennis LAM using HK C-MER China to commence
his business of provision of ophthalmic services in Hong Kong.

On 18 November 2016, the issued share capital was increased from HK$50,000.0 to
HK$500,000.0 by the allotment and issue of additional 450,000 ordinary shares to C-MER
Eye Group. On 5 December 2016, Dr. Dennis LAM transferred 49,999 ordinary shares to
C-MER Eye Group and Ms. LI transferred one ordinary share to C-MER Eye Group, for
HK$49,999.0 and HK$1.0, respectively, and C-MER Eye Group became the sole shareholder
of HK C-MER China.

As of the Latest Practicable Date, HK C-MER China had an issued share capital of
HK$500,000.0, comprising 500,000 ordinary shares, all of which were held by C-MER Eye
Group.

As of the Latest Practicable Date, HK C-MER China has been duly registered under

CEPA to establish medical institute in the PRC and has established two branches for the
operation of the Central Eye Centre and the Satellite Clinic in Yuen Long, Hong Kong.
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HK Eye Care

On 12 October 2010, HK Eye Care was incorporated in Hong Kong as a limited liability
company with an initial issued share capital of HK$1.0. Ms. LAM Pui Ngo Rita, a younger
sister of Dr. Dennis LAM, initially held one issued ordinary share, representing all the issued
shares of HK Eye Care.

On 16 February 2011, Ms. LAM Pui Ngo Rita transferred one ordinary share to Dr.
Dennis LAM for the consideration of HK$1.0 based on the par value of the initial issued
share capital. The share transfer allowed Dr. Dennis LAM using HK Eye Care to commence
his business in Hong Kong. On 16 February 2011, the issued share capital was increased from
HKS$1.0 to HK$100.0 by the allotment and issue of additional 69 ordinary shares to Dr.
Dennis LAM and 30 ordinary shares to Ms. LI, the spouse of Dr. Dennis LAM.

On 18 November 2016, the issued share capital was increased from HKS$100.0 to
HK$10,000.0 by the allotment and issue of additional 9,900 ordinary shares to C-MER Eye
Medical. On 5 December 2016, Dr. Dennis LAM transferred 70 ordinary shares to C-MER
Eye Medical and Ms. LI transferred 30 ordinary shares to C-MER Eye Medical for HK$70.0
and HK$30.0, respectively. C-MER Eye Medical became the sole shareholder of HK Eye Care
since then.

As of the Latest Practicable Date, HK Eye Care had an issued share capital of
HK$10,000.0, comprising 10,000 ordinary shares, all of which were held by C-MER Eye
Medical.

As of the Latest Practicable Date, HK Eye Care has established five branches for the
operation of the Central Eye Centre, Mongkok Surgery Centre and the Satellite Clinics in
Mongkok, Shatin and Causeway Bay, Hong Kong.

HK C-MER Vision

On 4 December 2012, HK C-MER Vision was incorporated in Hong Kong as a limited
liability company with an initial issued share capital of HK$100.0 divided into 100 ordinary
shares of HK$1.0 each. Dr. Dennis LAM and Ms. LI initially held 70 issued ordinary shares
and 30 issued ordinary shares, respectively.

On 18 November 2016, the issued share capital was increased from HKS$100.0 to
HK$10,000.0 by the allotment and issue of additional 9,900 ordinary shares to C-MER Eye
Group. On 5 December 2016, Dr. Dennis LAM transferred 70 ordinary shares to C-MER Eye
Group and Ms. LI transferred 30 ordinary shares to C-MER Eye Group for HK$70.0 and
HKS$30.0, respectively. C-MER Eye Group became the sole shareholder of HK C-MER Vision
since then.

As of the Latest Practicable Date, HK C-MER Vision had an issued share capital of

HK$10,000.0, comprising 10,000 ordinary shares, all of which were held by C-MER Eye
Group.
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PRC subsidiaries

Shenzhen C-MER Optical Trading

On 1 March 2013, Shenzhen C-MER Optical Trading was established in the PRC as a
company with limited liability and had an initial registered capital of RMB1,000,000, all of
which was contributed by HK C-MER Vision. Shenzhen C-MER Optical Trading is a

wholly-owned subsidiary of our Company.

Shenzhen C-MER Hospital

On 11 January 2013, Shenzhen C-MER Hospital was established in the PRC as a
company with limited liability and had an initial registered capital of RMB20,000,000, all of
which was contributed by HK C-MER China. Shenzhen C-MER Hospital is a wholly-owned

subsidiary of our Company.

Shenzhen C-MER Research Institute

On 1 April 2015, Shenzhen C-MER Research Institute was established in the PRC as a
private non-enterprise entity with an initial registered capital of RMB100,000, all of which
was contributed by Shenzhen C-MER Hospital. Shenzhen C-MER Research Institute is a

wholly-owned subsidiary of our Company.

Beijing C-MER Hospital

On 24 June 2016, Beijing C-MER Hospital was established in the PRC as a company with
limited liability and had an initial registered capital of RMB20,000,000, all of which was
contributed by HK C-MER China. Beijing C-MER Hospital is a wholly-owned subsidiary of

our Company.

Shenzhen C-MER Management

Shenzhen C-MER Management was established in Qianhai Shenzhen-Hong Kong
Modern Services Industry Cooperation Zone on 5 May 2017 by HK C-MER China. The
registered capital of Shenzhen C-MER Management is RMB100,000, all of which was
contributed by HK C-MER China. Shenzhen C-MER Management is a wholly-owned

subsidiary of our Company.
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CORPORATE HISTORY OF D&S LIMITED AND THE SHENZHEN PROPERTY

In about April 2011, Dr. Dennis LAM and the other investors, who are Independent
Third Parties and most of them are Hong Kong medical practitioners, agreed to invest in D&S
Limited by way of (a) providing the shareholders’ loans (the “Shareholders’ Loans”) in the
aggregate amount of HK$150.0 million and (b) accepting the transfer of the shares from the
then initial shareholders for nominal consideration. The purpose of the investment project
was to acquire the Shenzhen Property for investment purpose and for use as the premises for
our eye hospital named “EINAHIGHMINETRELEBL”. At that time, Dr. Dennis LAM
contributed HK$61.9 million out of his own financial resources, representing 41.2% of the
equity ownership of D&S Limited. The Shenzhen Property is currently owned by Shenzhen
Maida, a wholly-owned subsidiary of D&S Limited and our connected person, and has been
leased to Shenzhen C-MER Hospital under the previous lease agreements since April 2013.
The previous lease agreements were replaced by the Lease Agreement in June 2017. Further
information on the Lease Agreement is set forth in the section headed “Continuing Connected
Transactions™ in this prospectus. As of the date of this prospectus, D&S Limited is owned as
to 59.2% by Dr. Dennis LAM after accepting the transfer of the equity interest and the

contributions to the Shareholders’ Loans from some of the investors.

Although Dr. Dennis LAM is the majority owner of D&S Limited, most of the other
D&S Shareholders do not want the Shenzhen Property to be injected into our Group because
of constant cash inflows of rental income generated from lease of the Shenzhen Property to
Shenzhen C-MER Hospital. Hence, the Shenzhen Property is not part of our assets. Our
Directors do not consider that this arrangement has any impact on our independence as the
terms (including the amount of the rental) of the Lease Agreement are negotiated on an arm’s
length basis and Shenzhen C-MER Hospital has the option to renew the Lease Agreement
upon expiry with reference to the prevailing market rent subject to compliance with the
Listing Rules for a term not exceeding three years from the expiry date of any preceding lease
term. Such renewal arrangement will continue until Shenzhen C-MER Hospital decides not to
exercise the renewal option. Further information is set forth in the sections headed
“Relationship with our Controlling Shareholders” and “Continuing Connected Transactions”

in this prospectus.
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HISTORY, DEVELOPMENT AND REORGANISATION

For the purpose of the Pre-IPO Investment and the Listing, we undertake the following

steps of Reorganisation. Our Directors confirm that the following Reorganisation steps have
been conducted and completed in accordance with the applicable laws and regulations.

(a)

(b)

()

(d)

(e)

()

(2)

(h)

As of the date of incorporation of our Company on 1 February 2016, the authorised
share capital of our Company was US$50,000.0 divided into 50,000 ordinary shares of
US$1.0 each. On the same date, one share was taken up by Harneys Services (Cayman)
Limited which was subsequently transferred to C-MER Group, one of our Controlling
Shareholders, at the consideration of US$1.0.

On 1 February 2016, 1,999 fully-paid shares of US$1.0 each at the total consideration of
US$1,999.0 were allotted and issued to C-MER Group.

On 12 February 2016, C-MER Eye Group and C-MER Eye Medical were incorporated in
the BVI with limited liabilities and became wholly-owned subsidiaries of our Company.

On 18 November 2016, HK Eye Care issued 9,900 new shares to C-MER Eye Medical,
representing 99.0% of its shareholding thereafter. The remaining 70 shares and 30 shares
were held by Dr. Dennis LAM and Ms. LI, respectively.

On 18 November 2016, HK C-MER Vision issued 9,900 new shares to C-MER Eye
Group, representing 99.0% of its shareholding thereafter. The remaining 70 shares and 30
shares were held by Dr. Dennis LAM and Ms. LI, respectively.

On 18 November 2016, Hong Kong C-MER China issued 450,000 new shares to C-MER
Eye Group, representing 90.0% of its shareholding thereafter. The remaining 49,999
shares and one share were held by Dr. Dennis LAM and Ms. LI, respectively.

On 5 December 2016, 70 shares and 30 shares of HK Eye Care were transferred to
C-MER Eye Medical by Dr. Dennis LAM and Ms. LI for a cash consideration of
HK$70.0 and HK$30.0, respectively. As a result, Hong Kong Eye Care became a
wholly-owned subsidiary of C-MER Eye Medical.

On 5 December 2016, 70 shares and 30 shares of HK C-MER Vision were transferred to
C-MER Eye Group by Dr. Dennis LAM and Ms. LI for a cash consideration of HK$70.0
and HK$30.0, respectively. As a result, HK C-MER Vision became a wholly-owned
subsidiary of C-MER Eye Group.

On 5 December 2016, 49,999 shares and one share of Hong Kong C-MER China were
transferred to C-MER Eye Group by Dr. Dennis LAM and Ms. LI for cash consideration
of HKS$49,999.0 and HKS$1.0, respectively. As a result, Hong Kong C-MER China
became a wholly-owned subsidiary of C-MER Eye Group.
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W)

(k)

)

(m)

(n)

On 18 May 2017, pursuant to the written resolutions passed by our sole Shareholder, (i)
our authorised share capital of US$50,000.0 was increased by HK$800,000,000.0 divided
into 8,000,000,000 Shares of HK$0.1 each, of which 156,000 Shares were issued and
allotted to C-MER Group for cash at par; (ii) our Company repurchased the 2,000
existing shares of US$1.0 each held by C-MER Group for a cash consideration of
US$2,000.0; and (iii) the amount of the authorised share capital of our Company was
diminished to HK$800,000,000.0 by the cancellation of all the 50,000 unissued shares of
par value US$1.0 each in the share capital of our Company.

On 18 May 2017, our Company allotted and issued 167,000 Shares at par to C-MER
Group.

On 30 May 2017, our Company allotted and issued 14,851 Shares for HK$40.0 million to
the Pre-IPO Tranche A Investors pursuant to the Pre-IPO Tranche A Subscription
Agreements. Further information on which is set forth in the section headed “Pre-IPO
Investment” in this prospectus.

On 6 June 2017, our Company allotted and issued 11,137 Shares at par to C-MER Group.
On 6 June 2017, our Company allotted and issued 22,277 Shares for HK$102.0 million to
the Pre-IPO Tranche B Corporate Investors pursuant to the Pre-IPO Tranche B

Subscription Agreements. Further information on which is set forth in the section headed
“Pre-1PO Investment” in this prospectus.
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CAPITALISATION ISSUE

Pursuant to the Global Offering, new Shares representing 19.7% of the enlarged number
of Shares in issue will be allotted and issued to the investors taking up our Shares under the
Global Offering. The Global Offering comprises Hong Kong Public Offering and the
International Offering.

Conditional on the share premium account of our Company being credited as a result of
the Global Offering, the Capitalisation Shares will be allotted and issued to our Shareholders
whose name appears on the register of members of our Company at the close of business on
13 December 2017 on a pro rata basis. The Capitalisation Shares to be allotted and issued
shall rank pari passu in all respects with the then existing issued Shares.
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PRE-IPO INVESTMENT

OVERVIEW

We completed the Pre-IPO Tranche A Investment on 30 May 2017 upon which we have
received a total amount of HK$40.0 million for an aggregate of 14,851 Shares allotted and
issued, representing 4.0% of our Shares in issue immediately before completion of the Global
Offering and the Capitalisation Issue (without taking into consideration any Shares that may
be allotted and issued pursuant to the exercise of the Pre-IPO Share Options). We completed
the Pre-IPO Tranche B investment on 6 June 2017 upon which we have received a total amount
of HK$102.0 million for an aggregate of 22,277 Shares allotted and issued, representing 6.0%
of our Shares in issue immediately before completion of the Global Offering and the
Capitalisation Issue (without taking into consideration any Shares that may be allotted and

issued pursuant to the exercise of the Pre-IPO Share Options).

Following completion of the Global Offering and the Capitalisation Issue, the Pre-1PO
Tranche A Investors will hold 32,121,298 Shares and the Pre-IPO Tranche B Corporate
Investors will hold 48,181,946 Shares, representing 3.21% and 4.82% of our Shares in issue,
respectively, without taking into consideration any Shares which may be allotted and issued
upon the exercise of the Over-allotment Option, the Pre-IPO Share Options and any option

that may be granted under the Post-IPO Share Option Scheme.

In consideration of Rule 8.24 of the Listing Rules, the public float of our Company will
include our Shares held by (a) the Pre-IPO Tranche A Investors holding 3.21% (other than Mr.
LAM Tak Kwan, the father of Dr. Dennis LAM, and Dr. LAU Johnson Yiu-Nam, our
independent non-executive Director holding 2.68% in aggregate) and (b) the Pre-IPO Tranche
B Corporate Investors holding 4.82%. Taking into consideration the shareholding of these
Pre-IPO Investors and the number of our Shares to be offered under the Global Offering, the
public float of our Company will be 25.05% of the enlarged number of our Shares in issue
following completion of the Global Offering and Capitalisation Issue (without taking into
consideration our Shares that may be allotted and issued pursuant to the exercise of the
Over-allotment Option, the Pre-IPO Share Options and any option that may be granted under
the Post-IPO Share Option Scheme).
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INFORMATION ON THE PRE-IPO INVESTORS
Pre-IPO Tranche A Investors

Mr. LAM Tak Kwan is the father of Dr. Dennis LAM. Dr. LAU Johnson Yiu-Nam is our
independent non-executive Director. Dr. FAN Yiu Wah, Dr. CHEUNG Ming Kuen Paul, Dr.
WOO Chai Fong, Dr. LAU Sau Wah, Dr. LEUNG Kwok Ling Ares, Ms. WONG Mee Mai
Emily, Dr. WANG Haibo, Dr. Robert RITCH and Dr. Francis Joseph MARTIN (who invested
through a Moyal Pty Limited Superannuation Fund, which is a self-managed superannuation
fund established in Australia and which both himself and his wife as trustees) are Independent
Third Parties and are medical doctors or business acquiescences of Dr. Dennis LAM.

Pre-IPO Tranche B Corporate Investors
Homeway Services Limited

Homeway Services Limited holds our Shares as the nominee of Celestial Era Limited.
Homeway Services Limited is a company incorporated under the laws of BVI. Celestial Era
Limited is a company incorporated under the laws of BVI. Celestial Era Limited is held
ultimately by certain discretionary trusts for the benefit of certain family members in the
Kwok family, who are deemed to be interested as substantial shareholder in shares of Sun
Hung Kai Properties Limited (stock code: 0016), the shares of which are listed on the Main
Board. Other than Celestial Era Limited’s investment (through Homeway Services Limited) in
our Company, both Celestial Era Limited and Homeway Services Limited are Independent
Third Parties.

HKF (Nominees) Limited

HKF (Nominees) Limited holds our Shares as the nominee of Good Collection Limited.
HKF (Nominees) Limited is a company incorporated under the laws of Hong Kong. Good
Collection Limited is a company incorporated under the laws of Hong Kong. Both HKF
(Nominees) Limited and Good Collection Limited are wholly-owned subsidiaries of Sun
Hung Kai Properties Limited (stock code: 0016), the shares of which are listed on the Main
Board. Other than Good Collection Limited’s investment (through HKF (Nominees) Limited)
in our Company, both Good Collection Limited and HKF (Nominees) Limited are
Independent Third Parties.

LKF Capital Partners Limited

LKF Capital Partners Limited is a company incorporated under the laws of Hong Kong
on 30 October 2007. LKF Capital Partners Limited is established as a special purpose
company and is wholly-owned by Dr. Allan ZEMAN GBM GBS JP, a renowned businessman
in Hong Kong. Other than LKF Capital Partners Limited’s investment in our Company, LKF
Capital Partners Limited is independent from and not connected with our Directors, senior
management, Controlling Shareholders or our Substantial Shareholders or any of our
subsidiaries or any of their respective associates.

CONFIRMATION FROM THE SOLE SPONSOR

The Sponsor is not aware of any special circumstances or incidents that would lead to a
belief that the Pre-IPO Investment by the Pre-IPO Investors was or is not in compliance with
the Interim Guidance on Pre-IPO Investments issued by the Stock Exchange, Guidance Letter
HKEX-GL43-12 and Guidance Letter HKEX-GL44-12 based on their review of the relevant
documentation.
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OVERVIEW

We are one of the leading ophthalmic service providers in Hong Kong and Guangdong
Province established under the brand of “C-MER Dennis Lam (7 FEMJIE#)”. Headquartered
in Hong Kong, we became the first foreign investor to wholly own an eye hospital in the PRC.
Our Shenzhen C-MER Dennis Lam Eye Hospital (Il # Z5ARIEM AR BB PT), established in
March 2013, is the first and as of the Latest Practicable Date, one of the only two Hong Kong
privately-owned hospitals established under CEPA according to the Frost & Sullivan Report.
Leveraging our experience in Hong Kong in offering ophthalmic services of international
standard in treating a wide range of common to rare and complex eye problems and our first
mover advantage in the PRC, we believe we have established one of the leading ophthalmic
practices in Shenzhen. Our eye hospital operated by Shenzhen C-MER Hospital ranked third
amongst 113 public and private hospitals in Shenzhen in 2016 (overall) and ranked second in
the first quarter of 2017 in the quarterly surveys of “Patient Satisfaction” (i A %)
conducted by the Shenzhen Health Commission. With the experience from our eye hospital in
Shenzhen, we have established our second eye hospital in Beijing, which is the second Hong
Kong privately-owned hospital established under CEPA according to the Frost & Sullivan
Report, for the purpose of expanding our service network into Northern China. Our eye
hospital in Beijing is planned to commence business operations in January 2018.

Our business was founded in Hong Kong in January 2012 by Dr. Dennis LAM, an
ophthalmic surgeon with over 30 years of clinical experience. Since then, our business has
grown rapidly to include the Central Eye Centre, the Mongkok Surgery Centre and four
Satellite Clinics in different locations in Hong Kong. Our fifth Satellite Clinic in Kwun Tong is
expected to open during the first quarter of 2018. According to the Frost & Sullivan Report,
our Hong Kong practice under the brand of “C-MER Dennis Lam & Partners (7 55 AR
BEH.00)” is the second largest eye centre in Hong Kong private ophthalmic service market in
2016 in terms of revenue with a market share of 4.7%, and enjoyed the highest revenue growth
in terms of percentages during the period from 2014 to 2016, among the five largest
ophthalmic service providers in Hong Kong, achieving a CAGR of 29.6%. We believe our eye
hospital operated by Shenzhen C-MER Hospital has also been a success. According to the
Frost & Sullivan Report, our eye hospital operated by Shenzhen C-MER Hospital ranked
third in the private ophthalmic service market in Guangdong Province in 2016 in terms of
revenue with a market share of 5.4%.

We specialise in offering treatment and therapy services for ophthalmic diseases which
include, amongst others, cataract, corneal and external eye diseases, glaucoma, vitreoretinal
and macular diseases, as well as ancillary treatment by way of acupuncture and traditional
Chinese medicine. Our business is led by our ophthalmologists and physicians and supported
by management professionals with intensive experience. Guided by our doctor-led
management team, we focus on the quality of our ophthalmic services and our patient
experience and devote resources to allow our ophthalmologists and physicians to adhere to the
international standard of professionalism, ethics and responsibility in providing our
ophthalmic services. We are also committed to recruiting qualified ophthalmologists and
physicians to form a comprehensive medical team.

As of the Latest Practicable Date, we had nine ophthalmologists practising in Hong

Kong (including Dr. Dennis LAM) and 29 physicians in the PRC. Three of our PRC
physicians are overseas ophthalmologists resident in the PRC.

- 128 -



BUSINESS

In particular, Dr. Dennis LAM and Dr. Vincent LEE, apart from having over 20 years of
clinical experiences, have assumed management roles in a number of medical institutions and
associations including Hong Kong Eye Hospital and Hong Kong Ophthalmological Society.

We believe there will be immense growth opportunity for mid-to-high end ophthalmic
service market in the PRC in the near future. According to the Frost & Sullivan Report, the
size of the ophthalmic service market in the PRC reached RMBS82.7 billion in 2016 and is
expected to grow at a CAGR of 14.0% during the five-year period from 2016 to 2021.
Furthermore, pursuant to the Frost & Sullivan Report, the private ophthalmic service market
in the PRC is estimated to reach RMB32.8 billion in 2021, representing a CAGR of 18.4%
during the same period. Leveraging our success, we believe we are well-positioned to capture
the growing opportunities and benefit from the rapid expansion of the ophthalmic service
market in the PRC.

As part of our business strategies, we plan to further expand our service network in Hong
Kong and into other strategic locations in the PRC, including selected first-tier PRC cities and
other cities in the Guangdong-Hong Kong-Macau Big Bay Area (‘& {# K #[&). During the
three years ended 31 December 2016, we experienced a rapid growth and recorded revenue of
HK$156.5 million, HK$198.9 million and HK$248.7 million, respectively. Our revenue during
the six months ended 30 June 2017 amounted to HK$140.4 million, representing a significant
growth of 21.8% as compared with HK$115.3 million during the six months ended 30 June
2016. Our net profit also increased from HK$22.4 million in 2014, to HK$38.4 million in 2015
and to HK$46.9 million in 2016, with our net profit increased from HK$20.6 million during
the six months ended 30 June 2016 to HK$25.4 million during the six months ended 30 June
2017, representing a significant increase of 23.2%.

OUR STRENGTHS
We believe that we have the following strengths:
We are one of the leading ophthalmic service providers in Hong Kong and Guangdong Province.
We have evolved into a professionally managed network which comprises the Central Eye
Centre, the Mongkok Surgery Centre and four Satellite Clinics in Hong Kong and two eye

hospitals in Shenzhen and Beijing under our “C-MER Dennis Lam (% ¥5#K)[EHi#)” brand since
the inception of our business in 2012.
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We are one of the leading ophthalmic service providers in Hong Kong. We have
established the Central Eye Centre, the Mongkok Surgery Centre and four Satellite Clinics in
Hong Kong which are located in Central, Causeway Bay, Mongkok, Yuen Long and Shatin.
Our service network enables us to serve our clients at different locations. According to the
Frost & Sullivan Report, we are the second largest eye centre in the Hong Kong private
ophthalmic service market in 2016 in terms of revenue with a market share of 4.7%, and
enjoyed the highest revenue growth in terms of percentages during the period from 2014 to
2016, among the five largest ophthalmic service providers in Hong Kong, achieving a CAGR
of 29.6%.

Leveraging our experience in Hong Kong, our Shenzhen C-MER Hospital, the first Hong
Kong privately-owned hospital established under CEPA, has gained wide recognition in
Guangdong Province. Shenzhen C-MER Hospital ranked third among all 113 public and
private hospitals in Shenzhen in 2016 (overall) and ranked second in the first quarter of 2017
in the quarterly surveys of “Patient Satisfaction” (J% A& ¥) conducted by the Shenzhen
Health Commission. In Guangdong Province, we ranked third in terms of revenue in 2016 in
the private ophthalmic service market in the region with a market share of 5.4%, according to
the Frost & Sullivan Report.

We specialise in offering treatments for ophthalmic diseases including, among others,
cataract, corneal and external eye diseases, glaucoma and vitreoretinal, as well as ancillary
treatment by way of acupuncture and traditional Chinese medicine. Pursuant to the Frost &
Sullivan Report, Shenzhen C-MER Hospital ranked second in the ophthalmic disease therapy
market in terms of revenue in 2016 amongst the privately-owned eye hospitals in Guangdong
Province with a market share of 8.7%.

Our eye hospital in Beijing, which is the second Hong Kong privately-owned hospital
established under CEPA, is planned to commence business operations in January 2018. We
believe that we are able to replicate the success of Shenzhen C-MER Hospital in Beijing, and
together with our existing eye hospital operated by Shenzhen C-MER Hospital, our hospital
network will cover two strategic locations in the PRC healthcare market. We will then benefit
from the economies of scale and cost effectiveness of sharing administrative resources
between the two hospitals.

We offer comprehensive ophthalmic services of international standard to treat eye problems from
common to rare and complex conditions.

We believe our ophthalmic services are of international standard for the following
reasons:

o Maintaining international standard: We started our business in Hong Kong, which is
widely recognised as a mature healthcare market in Asia comprising a mix of seasoned
Western and Chinese medical practitioners. With our presence in Hong Kong, our
ophthalmologists and physicians are able to keep abreast of the latest international
medical development and standards, and gain access to new drugs and advanced medical
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facilities. Against this background, both our Hong Kong and PRC practices are devoted
and accustomed to adhering to the international standard of professionalism, ethics and
responsibility in providing our services. Our ophthalmologists in Hong Kong are all
effectively bilingual which enables them to communicate better with local patients in
Chinese with healthcare standards, knowledge, equipment and skills acquired or adopted
from advanced Western healthcare systems. Accordingly, we are able to bring in an
international practice into the PRC market.

° Our international team of ophthalmologists and physicians: We have a team of
ophthalmologists and physicians with international exposure. We have an international
advisory council providing us high-level intellectual and strategic guidance. They help to
keep us abreast of the latest development in ophthalmology, advise us on complex and
challenging cases, strategy, policy and our activities of corporate social responsibility,
and future development in terms of clinical services, trainings and research. The
international advisory council currently comprises 20 members from 10 countries or
territories. The council members are regional and global leaders in the field of
ophthalmology, seven of whom were elected “Top 100 Most Influential Ophthalmologists
in the World” by the publication The Ophthalmologist from 2014 to 2016. Further
information on their background is set forth in the section headed “Directors,
International Advisory Council, Senior Management and Employees” in this prospectus.

As of the Latest Practicable Date, we had nine practising qualified ophthalmologists
stationed in our Central Eye Centre and Satellite Clinics in Hong Kong and 29 physicians
at the eye hospitals operated by Shenzhen C-MER Hospital and Beijing C-MER
Hospital, three of whom are overseas ophthalmology residents in the PRC. All of our
Hong Kong ophthalmologists have experiences in university-affiliated teaching hospitals.
Our Hong Kong ophthalmologists constantly strive to improve their professional skills
by actively participating in regional, national and international congresses and serving
on various professional ophthalmological associations.

° Practising in line with international trends: The extensive skills and knowledge of our
ophthalmologists and physicians enable us to offer treatments and surgeries for a wide
range of eye problems, from common issues to rare and complex conditions. In line with
the prevailing international market practice, we also offer such services through a day
surgery setting. According to the Frost & Sullivan Report, the day surgery setting is more
cost effective and encouraged by the PRC government, a mainstream surgery in the world
and the development of day surgery in the PRC lags behind developed countries in terms
of day surgery volume and day surgery facilities as well as day surgery management
system. We believe our day surgery setting is well received by our patients.

As the only Hong Kong-based ophthalmic service provider in the PRC, we believe our
unique combination of Hong Kong, PRC and overseas expertise instils confidence in our
patients and differentiates us from our competitors, offering an alternative option of
international standard medical services to our patients in the PRC.

- 131 -



BUSINESS

We are led by a team of ophthalmologists, which allows us to focus on the quality of our services
and our patient experience.

We focus on the quality of our services and the needs of our patients with our operations
being run by a doctor-led management team with intensive management experience. We strive
to continuously improve our clinical care performance and enhance our patients’ experiences
with a commitment to serving their best interests. With a management team comprised of
medical professionals, we are also more cognisant of the inherent risks of our business
operation. Therefore, we are in a better position to manage and control the level of risks
involved in our business operations.

To uphold our quality of services, we recruit qualified ophthalmologists, physicians,
nurses and other allied health professionals to form our medical service team, which is
mentored in a culture that emphasises a strong work ethic to patient care. We also believe that
it is crucial to cultivate and foster a culture of knowledge sharing among the professionals
that encourage discussion and sharing of expertise and experience as well as exchange of
clinical findings in different areas of expertise.

To enhance our patients’ experience, we are devoted to enhance our knowledge in the use
of latest technology to strengthen our diagnostic capabilities and bolster surgical outcomes.
We seek to make use of advanced technology as it is at the core of our organisational belief
and commitment to provide the latest healthcare services and technologies available to our
patients. Accordingly, we invested in advanced equipment and technologies including femto
second laser machines to assist cataract surgery and cross-linking technology in treating
keratoconus.

We believe that our doctor-led management culture with a focus on upholding the quality
and safety of patient care has been instrumental to our growth and success. Further, we
believe that we have a team of medical professionals that share our values and cultures, which
is imperative for the continuous improvement of clinical care and enhancement of our
patients’ experience.

We are well positioned to capture the growing demand for mid-to-high end private ophthalmic
services in the PRC.

We believe that there will be immense growth opportunity for the ophthalmic service
market in the PRC in the near future. The delivery of ophthalmic services in the PRC has thus
far relied on an ophthalmic service delivery system comprising predominantly of public
hospitals and public ophthalmic facilities. Under the public hospital-based ophthalmic service
delivery system in the PRC, ophthalmic benefits would generally be provided to employees by
public hospitals through mandatory contributions by employers to the government health
insurance schemes. As a result, there has been a general lack of alternatives providing better,
economical and coordinated ophthalmic services to the middle-to-high income population. We
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expect that there would be increasing demand for better ophthalmic services catering for the
middle-to-high income population in the PRC in the coming years and we are well positioned
to tap into this market.

According to the Frost & Sullivan Report, there has been a growing emphasis on the role
of the private sector to supplement the public healthcare system and strong government
support for better medical services for some major eye diseases, including cataract removal,
under the healthcare reform in China. According to the Frost & Sullivan Report, the total
ophthalmic service market in China has grown from RMBS82.7 billion in 2016 to RMB159.4
billion in 2021, representing a CAGR of 14.0% during this period, and the technological
development in ophthalmic surgeries has progressed rapidly over the past decades to tackle
diseases which are previously untreatable.

As part of our business strategies, we plan to further expand our service network in Hong
Kong and other strategic locations in the PRC, including selected first-tier PRC cities and
other cities in the Guangdong-Hong Kong-Macau Big Bay Area (¥ K [%) where the
demand for mid-to-high end ophthalmic services is expected to increase with the continuing
emergence of middle class and affluent population. With our two eye hospitals operated by
Shenzhen C-MER Hospital and Beijing C-MER Hospital, our service network covers two
strategic locations in Southern and Northern China.

Our eye hospital in Shenzhen, Shenzhen C-MER Dennis Lam Eye Hospital (Il A B5Hk
JIE 7 MR #5572 ), was established in March 2013 and is the first and as of the Latest Practical
Date, one of the only two Hong Kong privately-owned hospitals established under CEPA
according to the Frost & Sullivan Report. Under CEPA and the relevant PRC domestic
regulations, we are permitted to wholly own medical institutions in the PRC, which are
otherwise restricted under the Foreign Investment Catalogue and Interim Administrative
Measures on Sino-foreign Equity Medical Institution and Sino-foreign Cooperative Medical
Institutions. This provides us with great flexibility in implementing our preferred international
standard in our practice and cultivate our desired management culture. Under the CEPA, the
qualifications of our ophthalmologists in Hong Kong are also recognised and they are allowed
to practise in our PRC hospitals. We believe that the PRC domestic regulations create an entry
barrier for other foreign investors to enter the PRC medical market and our first mover
advantage differentiates us from the rest of our industry peers through our experience gained
over the years.

We have a visionary and experienced management team with in-depth industry knowledge.

Our operation is run by two of our ophthalmologists with abundant management
experience, supported by other management professionals.

Dr. Dennis LAM, our Chairman of the Board, our Chief Executive Officer and our
executive Director, has over 30 years of clinical experience and contributed extensively to
ophthalmic clinical research and development, prevention of blindness in the PRC and the
advancement of academic ophthalmology in the Asia-Pacific region and beyond. Dr. Dennis
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LAM has also accumulated abundant management experience in assuming management roles
in numerous medical institutions, bodies and associations. Dr. Dennis LAM had served as the
Chairman of the Department of Ophthalmology & Visual Sciences of The Chinese University
of Hong Kong for 13 years from 1998 to 2011. He was also the Honorary Chief-of-Service of
the Department of Ophthalmology of the Prince of Wales Hospital from 1994 to 1999,
Honorary Chief-of-Service of the Hong Kong Eye Hospital from 1999 to 2011 and Director of
the Joint Shantou International Eye Centre from 2003 to 2011.

Dr. Vincent LEE, our executive Director, has been practicing for our Group since
January 2012 and is our Head of Hong Kong Operation, overseeing the administration and
daily operation of our Hong Kong practice. Dr. LEE was the past President from 2013 to 2015
of the Hong Kong Ophthalmological Society (“HKOS”). Dr. LEE represented the eye
profession in the Federation of Medical Societies of Hong Kong and was the Founding Chief
Editor of the Newsletter of the HKOS named “Eye Opener”. Dr. LEE was clected as the
regional secretary of Hong Kong and represented Hong Kong in the Asia-Pacific Academy of
Ophthalmology from 2013 to 2017.

OUR STRATEGIES

Our goal is to become one of the leading and internationally recognised ophthalmic
service providers in Hong Kong and strengthen our presence in the PRC focusing on
mid-to-high end ophthalmic services. We intend to implement the following strategies to
achieve our goal:

Establish or acquire eye hospitals, eye centre and clinics in Hong Kong and selected PRC cities
including cities in Eastern China, Southwest or Central China and the Guangdong-Hong
Kong-Macau Big Bay Area.

Leveraging our experience in Hong Kong and Shenzhen, we intend to further increase
our penetration in Hong Kong and the PRC. We believe we can draw on our experience in
having successfully established and achieving profitable operation at Shenzhen C-MER Eye
Hospital to expand further into selected PRC cities where the demand and growth potential
for ophthalmic services is substantial. Currently, we intend to expand into other selected PRC
cities that have similar demographic features and medical resources as Beijing and Shenzhen,
by either setting up new hospitals or acquiring operating hospitals, centres or clinics when
desirable opportunities arise. When considering acquisition for hospitals, we would take into
account factors including the operating capacity of the target hospital and its financial
performance. For acquisition of centres or clinics, we would consider factors including size of
the target and its operating history. We would also consider the location of the hospital, the
centre or the clinic, operational scale, reputation, quality of the professionals, compatibility of
corporate culture with ours, proximity to the community, consumer spending power in the
locality and the competitive environment in the area. For any acquired hospitals, centres or
clinics, we would bring them in line with our own standards in respect of our standardised
management system as well as best practices for medical services and operations to ensure that
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they can fully integrate into our medical network operating with the same standards under our
“C-MER” brand and sharing the same value and culture.

As of the Latest Practicable Date, we had not identified any specific targets for
acquisitions or have any specific acquisition plans or entered into any definitive agreements
with any potential targets.

Improve our operational capacity and service capability.

We will continue to dedicate our efforts to maintaining our high service standards and
strive to give our clients quality ophthalmic services. We will continue to invest in advanced
medical equipment and information technology infrastructure to enhance the quality and
efficiency of our practice and to ensure our clients are provided with the most appropriate
treatment. We will purchase additional LASIK equipment and enhance the information
technology system for upgrading the document management systems for our patient records
and the related information technology systems. In this connection, we plan to use part of the
net proceeds from the Global Offering for upgrading our medical equipment and information
technology infrastructure, further information on which is set forth in the section headed
“Reasons for the Listing, Proposed Use of Net Proceeds from the Global Offering and
Expansion Plans” in this prospectus. By keeping abreast of the latest development in diagnosis
technology and procedures, our Directors believe that we will continue to be at the forefront of
the industry in which we operate.

We strive to continue to improve the quality of our ophthalmic services. We will continue
to attract and retain experienced ophthalmic professionals to better serve our patients as well
as to expand the breadth and depth of subspecialty services we provide. We focus on
improving our diagnosis, treatment and research capabilities and plan to increase
collaboration, knowledge sharing and information exchanges with leading institutions and
experts in different medical areas.

We plan to continue to adopt the day surgery setting in most of our services across our
Hong Kong and PRC practice where in-patient stay is not required and our patients are able to
return home on the same day. This approach allows us to increase our operational efficiency
and focus our resources on the surgical procedures.

Identify suitable strategic partners for collaboration.
We may explore opportunities for strategic partnerships, alliances and investment
opportunities in order to extend our network into the regions and markets where we do not

have a presence.

We would review from time to time or when desirable opportunities arise, which we
believe have the potential to increase our market share and revenue base. We would take into
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account location of the target, potential collaboration opportunities, reputation of the
professionals and whether the management culture and philosophy are complementary with
ours.

We target for hospitals, clinics or institutions that are sharing and practicing the same
values as ours and being equally committed to providing quality ophthalmic services to our
patients.

As of the Latest Practicable Date, we had not entered into any definitive agreements with
any strategic partners for collaboration.

OUR EXPANSION PLANS

We plan to expand our service network in Hong Kong and the PRC using the net
proceeds from the Pre-IPO Tranche B Investment and the Global Offering. Further
information on our expansion plans is set forth in the section headed “Reasons for the Listing,
Proposed Use of Net Proceeds from the Global Offering and Expansion Plans” in this
prospectus.

OUR BUSINESS

Our business was founded in Hong Kong in January 2012 by Dr. Dennis LAM to offer
full range ophthalmic services. Since then, our business has rapidly expanded and as of the
Latest Practicable Date, our ophthalmic service network in Hong Kong includes the Central
Eye Centre, the Mongkok Surgery Centre and four Satellite Clinics, Our fifth Satellite Clinic
in Kwun Tong is planned to open during the first quarter of 2018. In March 2013, we
expanded our service network into the PRC by establishing our first eye hospital in Shenzhen.
Our second eye hospital in Beijing is planned to commence business operations in January
2018.

During the Track Record Period, we generated 61.3%, 61.5%, 64.8% and 62.8% of our
revenue from the provision of ophthalmic services in Hong Kong and 38.7%, 38.5%, 35.2%
and 37.2% from ophthalmic services in the PRC. We have experienced rapid growth during the
Track Record Period, generating total revenue of HKS$156.5 million, HK$198.9 million,
HK$248.7 million and HK$140.4 million, respectively. The following table sets forth the
geographical breakdown of our revenue during the Track Record Period (with comparative
figures for the six months ended 30 June 2016):

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HEKS000 % HKS 000 % HKS 000 % HEKS000 % HEKS000 %
(Unaudited)
Hong Kong ' @. . ... .. .. 95,982 61.3 122,266 61.5 161,168 04.8 73,962 041 88,237 62.8
PRCO .o 60,490 87 76,585 385 87491 352 41348 359 2212 372
Total - o v 156,472 1000 198,851 1000 248,659 100.0 115,310 1000 140,449 100.0
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Notes:

(1)  During the Track Record Period, 3.1%, 4.4%, 5.7% and 5.9% of the total revenue was generated from the sales
of vision aid products. Further information is set forth in the section headed “Financial Information —
Components of our audited consolidated statements of profit or loss and other comprehensive income —
Revenue” in this prospectus. The revenue shown in the above table only included that generated from the
provision of ophthalmic services.

(2)  Our Central Eye Centre and Satellite Clinics function as a whole form our service network in Hong Kong,
where Satellite Clinics allow us to extend our reach to our potential clients and clients will be referred to the
Central Eye Centre for more advanced treatments or surgical interventions.

(3) The amount of revenue includes the sales of vision aid products of HK$4.9 million, HK$8.8 million and
HKS$14.3 million during the three years ended 31 December 2016, respectively. During the six months ended 30
June 2016 and 2017, the sales of vision aid products amounted to HK$6.2 million and HK$8.2 million,
respectively.

The following table sets forth the revenue contribution from each category of the services
provided to our clients during the Track Record Period (with comparative figures for the six
months ended 30 June 2016). Detailed analysis of the changes in revenue during the Track
Record Period is set forth in the section headed “Financial Information — Components of our
audited consolidated statements of profit or loss and other comprehensive income —
Revenue” in this prospectus.

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HKS'000 % HKS'000 % HKS'000 % HKS'000 % HKS$ 000 %
(Unaudited)
Consultation and other medical
service fees"
-HongKong + -+ -+ o+ o 31,845 200 37,071 195 52,263 23 23789 28 29,934 22.6
-PRC- - 25,866 171 31,989 168 36,703 157 17,183 157 21,250 16.1
57,711 381 69,060 36.3 88,966 380 40972 315 SLIY4 387
Surgery fees
-HongKong - -+ -+ -+ o+ 62,850 4.5 8,11 441 107,602 459 49,550 454 57671 43.6
“PRC- 31,021 204 3729 196 37823 161 18,635 171 23,368 177
93,871 61.9 121,006 03.7 145425 02.0 68,185 62.5 81,039 61.3
Total - -+ v 151,582 100.0 190,066 100.0 234,391 100.0 109,157 100.0 132,223 100.0
Note:

(1)  Other medical service fees include fees in relation to the provision of basic investigations, special
investigations, treatments and procedures and pharmaceuticals prescriptions but exclude the revenue
generated from the sales of vision aid products.
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Hong Kong
Our ophthalmic service network

Our ophthalmic service network in Hong Kong consists of the Central Eye Centre,
Mongkok Surgery Centre and four Satellite Clinics located in Mongkok, Yuen Long, Shatin
and Causeway Bay. The Central Eye Centre is our headquarters which offers full range
ophthalmology services including consultation, basic and special investigations, day-surgery
services and optical prescription. The Mongkok Surgery Centre includes two operating
theatres for performing eye surgery and operations. Our Satellite Clinics offer easy to access
locations for our clients to receive initial consultations and investigations, as well as
post-surgery follow-up care. They also provide a platform for us to extend our reach to our
potential clients. Clients visiting any of our Satellite Clinics who require special investigations,
more advanced treatments or surgical interventions, they will be referred to the Central Eye
Centre or the Mongkok Surgery Centre for further follow-up and treatments.

Operational information

The number of our client visits and average spending per visit increased during the Track
Record Period due to the increasing number of our ophthalmologists and the number of
complicated surgeries performed by us. The table below sets forth the key operational
information of our ophthalmic service network in Hong Kong (with comparative figures for
the six months ended 30 June 2016):

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
Number of client visits
Consultation and other
medical services'"” - - - - - 20,129 23,848 32,873 16,420 19,284
Surgeries « -« - 2,408 2,553 3,062 1,601 1,646
22,537 26,401 35,935 18,021 20,930
Average spending
per visit® HKS HKS$ HKS$ HKS$ HKS
Consultation and other
medical service fees® - - 1,582 1,554 1,590 1,449 1,552
Surgery fees- -« - -+ o 26,100 32,815 35,141 30,949 35,037
Notes:

(1) Other medical services include basic investigations, special investigations, treatments and procedures and
pharmaceuticals prescription but exclude the sales of vision aid products.

(2)  Average spending per visit is calculated by dividing the revenue generated from the particular category of
service by the total number client visits under the same category.

(3)  Other medical services fees include fees in relation to the provision of basic investigations, special

investigations, treatments and procedures and pharmaceutical prescriptions but exclude the revenue generated
from the sales of vision aid products.
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As the Mongkok Surgery Centre has commenced business operations since December
2017, it has no operational information during the Track Record Period.

Our professional team

We are committed to providing quality care to our clients. Our Central Eye Centre and
the Satellite Clinics are equipped with advanced diagnostic and treatment equipment to
facilitate accurate diagnoses and provision of ophthalmic services. Depending on the clientele
of our ophthalmologists and the investigations and treatments required by their clients, they
retain the flexibility to allocate their time at the eye centres in Hong Kong and the Satellite
Clinics. For clients who require emergency surgeries or general anaesthesia, our
ophthalmologists will provide treatments at private hospitals as requested by our clients or
upon the recommendation of our ophthalmologists. Hence, the provision of surgery services is
not limited by the capacity of our operating theatres or opening hours of our clinics. When
our clients in Hong Kong require in-patient services, we will submit admission letters ahead of
the admission date to the relevant private hospitals, which specify the relevant information
including the clients’ general conditions, preliminary diagnosis and the relevant facilities and
services required. When our clients are discharged from the hospital, they will settle the total
fees, including the consultation and surgery fees charged by our Hong Kong ophthalmologists,
directly with the hospital. The relevant hospital will then remit our fees to us through bank
transfers, which usually takes around one month.

We have a stable team of ophthalmologists in Hong Kong. During the Track Record
Period, there was one ophthalmologist who left us for his personal reasons. As of the Latest
Practicable Date, our professional team in Hong Kong comprised of nine practising
ophthalmologists and nurses and other allied health professionals, such as optometrists.
During the Track Record Period and as of the Latest Practicable Date, all of our
ophthalmologists in Hong Kong are registered medical practitioners in Hong Kong and are
Fellows of the Hong Kong Academy of Medicine in Ophthalmology and the College of
Ophthalmologists of Hong Kong. Our nurses and other allied health professionals all hold
valid registrations and practicing certificates issued by the relevant authorities in Hong Kong
or overseas.

The following table sets forth the members of our professional medical team in Hong
Kong as of the Latest Practicable Date:

Number of professional
medical team member(s)

Ophthalmologists ...........................................
NLLSES -« « « « « « o o o ettt et e e e e e e e
Optometrists ...............................................
Orthoptist .................................................
Chinese medicine practitioner (part-time)™® .. ...................

Total - - - - v e e 24

— = O\ 3 \O
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Note:

(1)  During the Track Record Period, acupuncture treatments were provided at our Mongkok Satellite Clinic as a
form of ancillary treatment for our clients.

Terms of the Cooperative Agreements

We have entered into a Cooperative Agreement with each ophthalmologists, practising
with us in Hong Kong, pursuant to which the revenue generated from their practice (including
consultation fees and surgery fees) is shared with us according to agreed bases and
percentages, regardless of whether the services are provided at the Central Eye Centre,
Satellite Clinics or at a private hospital. As confirmed by our Directors, the revenue-sharing
arrangement is an industry norm in Hong Kong medical industry. Under this revenue-sharing
arrangement, medical practitioners are not employees of any business. Likewise, the
ophthalmologists practising with us in Hong Kong are not our employees, and each of them
has taken out his or her own medical liability insurance in respect of his or her own practice.
As Dr. Vincent LEE, being one of our Hong Kong Ophthalmologists, is an executive Director,
the revenue-sharing arrangement previously included under the Cooperative Agreement is
included in his director’s service agreement with our Group. There will not be any change to
the terms of such revenue-sharing arrangement with Dr. Vincent LEE. In addition, Dr.
Vincent LEE is entitled to a director’s fee of HK$240,000 per annum under his director’s
service agreement with us.

Our Directors confirm that the average term of the Cooperative Agreements is generally
consistent with the industry norm of the Hong Kong medical industry. Such term will also
provide flexibility to us and the ophthalmologists practising with us in Hong Kong for any
revision or update to be made to the terms of the Cooperative Agreements in light of the
prevailing market conditions. We have no intention to terminate any of the existing
Cooperative Agreements following the expiration of the current term and will ensure that the
terms offered by us to the ophthalmologists practising with us in Hong Kong remain
competitive.

The following sets forth the principal terms of the Cooperative Agreements:

Dates: - The Cooperative Agreements, together with their
supplements, were entered into on various dates ranging
from 1 January 2012 to 1 September 2017, effective from 1
April 2017 and 18 December 2017.

Term: - The Cooperative Agreements are effective for a period of
two to three years or on a continuous basis unless the
Cooperative Agreements are terminated. The renewal of the
Cooperative Agreements is subject to mutual consent.
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Duties of our
Hong Kong
Ophthalmologists

Outside practice

Revenue sharing

Termination

The ophthalmologists practising with us in Hong Kong shall
render ophthalmology services for and on behalf of our
Group.

The ophthalmologists practising with us in Hong Kong are
required to work full time at our Group and to attend
diligently to the practice of our Group.

Outside practice refers to any medical practice of the
ophthalmologists practising with us in Hong Kong that is
carried out without our approval. Provision of services to
our clients who require in-patient services at private
hospitals is not regarded as outside practice.

The ophthalmologists practising with us in Hong Kong shall
not engage in any kind of outside practice unless with our
prior approval.

All income from outside practice of the ophthalmologists
practising with us in Hong Kong shall be counted as part of
the revenue generates to us by the ophthalmologists.

Depending on the seniority of the ophthalmologists
practising with us in Hong Kong and the location of our
Central Eye Centre or Satellite Clinics, we may pay the
ophthalmologists practising with us in Hong Kong a
guaranteed monthly salary or share with them the revenue
generated by them based on agreed percentages in the range
between 35.0% and 70.0%. The amount of revenue is after
deducting the charges of using our equipment, operating
theatres and medical consumables.

The Cooperative Agreements may be terminated upon
mutual written agreement between the ophthalmologists
practising with us in Hong Kong and us at any time.

Either party may give a three-month written notice to the
other party to terminate the Cooperative Agreements.

Either party may give 30 days’ written notice to the other
party to terminate the Cooperative Agreements in the event
of the other party’s fraud, gross negligence, repeated acts of
negligence, material misrepresentation or material breach of
any term or condition of the Cooperative Agreements.
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Non-competition - The ophthalmologists practising with us in Hong Kong shall
not work for any clinic/centre/hospital within a distance of
0.3km to our centre for the first six months after the
termination of the Cooperative Agreements.

To further incentivise our Hong Kong Ophthalmologists, we have granted certain
Pre-IPO Share Options to them. Further information is set forth in the section headed
“History, Development and Reorganisation — Pre-IPO Share Option Scheme” in this
prospectus.

Remuneration received and to be received by Dr. Dennis LAM

We have not entered into any revenue-sharing arrangement with Dr. Dennis LAM in
relation to his ophthalmic services rendered for us. During the three years ended 31 December
2016, the revenue generated by the ophthalmic services provided by Dr. Dennis LAM
amounted to HK$66.7 million, HK$88.7 million and HK$81.5 million, respectively. During
the six months ended 30 June 2016 and 2017, the revenue generated by the ophthalmic services
provided by Dr. Dennis LAM amounted to HK$39.1 million and HKS$41.4 million,
respectively.

During the three years ended 31 December 2016, Dr. Dennis LAM received compensation
in the amount of HK$4.4 million, HK$8.8 million, HK$6.6 million, respectively. During the
six months ended 30 June 2016 and 2017, Dr. Dennis LAM received compensation in the
amount of HK$3.1 million and HK$1.5 million, respectively. Such amounts received by Dr.
Dennis LAM during the Track Record Period represented the total amount of compensation
for all services rendered by Dr. Dennis LAM for us. The compensation of Dr. Dennis LAM
was based on HK$4.0 million per annum plus any additional amount determined by Dr.
Dennis LAM and Ms. LI from time to time taking into consideration the following factors:

(a) the historical performance of our Group and the likely amount of expenditures that may
be incurred by us for our business expansion, including, the amount required for the
recruitment of additional ophthalmologists and staff and the opening of our eye hospital
operated by Shenzhen C-MER Hospital and additional Satellite Clinics;

(b) cash flows generated from our operating activities; and
(c) the personal needs of Dr. Dennis LAM and his spouse, Ms. LI.

Our Directors consider that the difference in the compensation structure of Dr. Dennis
LAM and our Hong Kong Ophthalmologists is primarily due to the fact that Dr. Dennis LAM
is our founder and one of our Controlling Shareholders, whereas our Hong Kong
Ophthalmologists are practicing ophthalmologists with the platform provided by us. Since the
inception of our business, Dr. Dennis LAM has had no intention to adopt any revenue-sharing
arrangement for his ophthalmic services rendered for us. The primary purpose of the
revenue-sharing arrangement entered into with our Hong Kong Ophthalmologists, which is
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consistent with the industry norm in Hong Kong medical industry, is to provide incentives to
our Hong Kong Ophthalmologists for the ophthalmic services rendered for us. As our founder
and one of our Controlling Shareholders, Dr. Dennis LAM’s economic interest is dependent
on the overall profitability of our Group and the potential dividend to be paid by members of
our Group. The revenue-sharing arrangement is therefore not appropriate for compensating
all services (including the ophthalmic services) rendered by Dr. Dennis LAM for us.

Following the Listing, the current compensation arrangement with Dr. Dennis LAM will
remain unchanged so long as he remains to be an executive Director and a Controlling
Shareholder. Dr. Dennis LAM has entered into a three-year director’s service contract with us
which will be effective on the Listing Date, pursuant to which a fixed amount of compensation
of HK$6.0 million per annum (including an annual director’s fee of HK$240,000) will be paid
to Dr. Dennis LAM after the Listing for all services (including the ophthalmic services) to be
rendered for us in the capacity as our Chairman of the Board, Chief Executive Officer and our
executive Director. The scope of services (including the ophthalmic services) to be provided by
Dr. Dennis LAM following the Listing will be identical to the services provided by him during
the Track Record Period.

Following the Listing, the amount of compensation to be received by Dr. Dennis LAM
will be subject to annual review by the Remuneration Committee. The amount of
compensation to be received by Dr. Dennis LAM under the director’s service contract, which
is slightly lower than the amount of annual compensation received by Dr. Dennis LAM for
each of the two years ended 31 December 2016 and higher than the amount of annual
compensation received by him for the year ended 31 December 2014, reflects the increased
responsibilities of Dr. Dennis LAM in the business of our Group. The decrease in the amount
of compensation received by Dr. Dennis LAM during the six months ended 30 June 2017 was
mainly due to the special interim dividend of HK$100.0 million declared by our Company in
September 2017, which has been paid to Dr. Dennis LAM, net of amount due from our
Controlling Shareholders, out of our internal financial resources.

Following the initial term of three years under the director’s service contract, it is
proposed that any renewal of such director’s service contract, including the basis and the
amount of annual compensation payable thereunder, will be subject to the approval of our
independent Sharcholders. It will also be one of the terms of the director’s service contract
that the annual compensation payable to Dr. Dennis LAM will be in fixed amount and any
adjustment thereto in the next term of three years cannot be more than 15% of the annual
compensation in the previous term on the basis that the annual amount of revenue generated
by Dr. Dennis LAM will continue to grow during the term. If there is any decrease in the
amount of revenue generated by the services rendered by Dr. Dennis LAM for us in any year,
the amount of his annual compensation in the following year during the term will not be
adjusted upward. This adjustment mechanism is required to be observed by the Remuneration
Committee unless otherwise approved by our independent Shareholders at general meetings of
our Company following the Listing.
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Further information on the impact of our profitability during the Track Record Period if
the amount of compensation received by Dr. Dennis LAM were based on a compensation
arrangement with reference to his expertise, experience and reputation in Hong Kong and the
PRC is set forth in the section headed “Financial Information — Analysis of the impact of the
compensation arrangement with Dr. Dennis LAM during the Track Record Period — Pro
forma impact on our profitability” in this prospectus.

Our facilities

The following table sets forth the basic information and facilities of our ophthalmic
service network in Hong Kong:

Satellite Clinics

Central Mongkok
Location Eye Centre Surgery Centre Mongkok Yuen Long Shatin Causeway Bay
Commencement January December January January June February
of business - - - - - - - - 2012 2017 2014 2016 2016 2017
Approximate GFA
(sq. ft.) - 6,400 1,380 1,500 1,400 800 1,300
Facilities
Consultation room(s) - 4 0 2 1 1 1
Optometry room(s) - - - 4 0 1 1 1 1
Investigation room(s)/
treatment room(s) - - 2 0 1 2 1 1
Operating theatre(s) - - 3 2 - 1 - -
Others - - - -+ -+ - 1 optical N/A N/A 1 optical - 1 optical
shop shop shop and 1
treatment
room for
Chinese
medicine
practitioner
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PRC
Eye hospital in Shenzhen operated by Shenzhen C-MER Hospital

In March 2013, we expanded our reach to the PRC by opening an eye hospital operated
by Shenzhen C-MER Hospital, which is the first Hong Kong privately-owned hospital
established under CEPA, according to the Frost & Sullivan Report. Our eye hospital operated
by Shenzhen C-MER Hospital offers ophthalmic services to adults and paediatric clients.
Leveraging our experience in Hong Kong in offering ophthalmic services of international
standard in treating a wide range of common to rare and complex eye problems and our first
mover advantage in the PRC, our eye hospital operated by Shenzhen C-MER Hospital ranked
third among 113 public and private hospitals in Shenzhen in 2016 (overall) and ranked second
in the first quarter of 2017 in the quarterly surveys of “Patient Satisfaction” (J§ AJi & &)
conducted by the Shenzhen Health Commission.

Eye hospital in Beijing operated by Beijing C-MER Hospital

Our eye hospital in Beijing, which is the second Hong Kong privately-owned hospital
established under CEPA according to the Frost & Sullivan Report, is planned to commence
business operations in January 2018. This eye hospital is designed to provide full range of
ophthalmic services covering both diagnostic services and medical and surgical treatments.

Operational information

During the Track Record Period, our out-patient services continue to expand due to our
business growth. Our average spending per visit decreased during the Track Record Period as
we have established and maintained a standard of procedures where we were able to deliver
our quality services through our ophthalmologists recruited from overseas and locally-trained
physicians. As such, the fees charged by them were not as high as those charged by Dr. Dennis
LAM and other senior Hong Kong Ophthalmologists. The below table sets forth the key
operational information of our eye hospital operated by Shenzhen C-MER Hospital during
the Track Record Period (with comparative figures for the six months ended 30 June 2016):

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
Out-patient services
Number of outpatient visits
Consultation and other
medical services™ - - - - . 26,739 33,576 43,930 20,517 26,659
Surgeries « - - - oo 1,553 2,074 2,730 1,309 1,697
28,292 35,650 46,660 21,826 28,356
Average spending
per visit @ HK$ HKS$ HKS$ HKS$ HKS
Consultation and other
medical service fees® - - 967 953 835 838 797
Surgery fees- -« -+ -+ oo 19,975 17,950 13,855 14,236 13,770
In-patients services®
Number of registered beds
at the end of each
period(s) ............... 30 30 30 30 30
Number of in-patient visits - 615 892 1,103 466 626
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Notes:

(1)  Other medical services include basic investigations, special investigations, treatments and procedures and
pharmaceuticals prescription but exclude the sales of vision aid products.

(2)  Average spending per visit is calculated by dividing the revenue generated from the particular category of
service by the total number of client visits under the same category.

(3) Other medical service fees include fees in relation to the provision of basic investigations, special
investigations, treatments and procedures and pharmaceuticals prescriptions but exclude the revenue
generated from the sales of vision and products.

(4) Day surgery is a common practice according to the Frost & Sullivan Report. Our eye surgeries are generally
performed in day surgery setting. As the eye surgeries are usually operated under local anaesthesia, the
recovery time from anaesthesia is generally short. Post-operative care can be carried out by the patient at
home, and in-patient care is generally not required. We are therefore not constrained by bed capacity and do
not focus on providing large in-patient facilities at our eye hospital operated by Shenzhen C-MER Hospital,
and parameters such as bed occupancy rate and average length of in-patient stay are not indicative of our
Group’s business operations. As the surgeries are generally provided in day-surgery setting, during the Track
Record Period, regardless of whether our clients opted for in-patient stay at our hospital, the revenue
generated was counted towards income from surgeries.

(5)  During the Track Record Period, our eye hospital operated by Shenzhen C-MER Hospital had 30 beds in its
facilities to provide the option to our clients for in-patient stay.

As our eye hospital in Beijing operated by Beijing C-MER Hospital is planned to
commence business operations in January 2018, it has no operational information during the
Track Record Period.

Our professional team

Our professional medical team in the PRC comprises overseas ophthalmologists, local
physicians, anaesthetists, nurses and other allied health professionals, who are registered in
accordance with the relevant healthcare administrative authorities in the PRC.

Physicians practicing at the eye hospitals operated by Shenzhen C-MER Hospital and
Beijing C-MER Hospital are full-time employees, other than those who are registered to
engage in multi-site practice under the applicable PRC laws and regulations. These physicians
practice at our eye hospital on a part-time basis and thus are not our employees. We enter into
service contracts with these multi-site practice physicians, pursuant to which they provide
medical services at our hospital at fixed rates, including consultation, investigations and
surgeries. We believe the experience and expertise of these physicians can enhance the breadth
of our services and reputation of our practice. We maintain medical liability insurance for our
hospital operation in the PRC including our full-time and part-time physicians.
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The following table sets forth the members of our professional medical team in the PRC
as of the Latest Practicable Date:

Number of professional
medical team member(s)

Overseas ophthalmologists (resident in the PRC) - - -« 3
Local physicians

Chief physicians ( FATBELE) - 6

Associate chief physicians (R FAFEAE) - 3

Attending physicians ( FJREEL) - 8

Resident physicians (EBEEEAE) - oo oo 7

Multi-site practice physicians"’ (ZBHFEELE) 2
ANAeSthetiSTS - ¢ v v v v v v e e 4
NULSES - « « « « « « o o ettt et e e e e e e 62
Optometrists ANd tTAINEES - -+« c v v e e e e e 41
PharmacCiStS « -« « v v v v o v e e e e e e 5
TOLAL -+« « « v v v o e e 141
Note:

(1)  Multi-site practice physicians are working for us on a part-time basis are not our employees.
Our facilities
Our eye hospital in Shenzhen

Our eye hospital operated by Shenzhen C-MER Hospital has gross floor area of
approximately 3,481 sq.m. which is divided into five functional units, namely out-patient
division, optometric division, surgical division, in-patient division and administration
division. The following table sets forth the basic information and facilities of our eye hospital
currently operated by Shenzhen C-MER Hospital:

Commencement of busSiness « - - -« -« « c v o v o e i March 2013

Approximate GFA (Sq. M.) - - -« - v oo v et 3,481

Facilities
Consultation TOOIMNS « = « =+ =+ =+ s v v vt et et e e et e e e e e e e e e e e e e s 12
OPLOMELIY TOOMS - -+« v v v v v e e et 9
INVeStigation TOOMIS « -+« « « « v v v vt 8
Operating theatres - - - - - -« v o v o 5
Day ward -« - - - oo 1
Wards (number of beds) -« -« v v 13 (30)
Optical ShOp « -« v v v 1
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Our eye hospital in Beijing

Our eye hospital operated by Beijing C-MER Hospital has gross floor area of
approximately 4,617 sq.m. which is divided into five functional units, namely out-patient
division, optometric division, surgical division, in-patient division and administration
division. The following table sets forth the basic information and facilities of our eye hospital
operated by Beijing C-MER Hospital:

Commencement of buSiness -« « -« « =« v v o v it it e January 2018

Approximate GFA (Sq. m.) - -« -« -« oo 4,617

Facilities
Consultation TOOINS « = « =+ =+ =+ s v v vttt et e e e e e e e e e e e e e s 19
OPLOMELTY TOOMS - -+« v+« v v e e et et e e 8
Investigation TOOTIIS + + + + v v v o v e m e e e e e e e e e e 6
Operating theatres - - - - -« c o e 4
Day Ward - -« oo v 1
Wards (number of beds) - -« -« v v 14 (30)
Optical ShOp « -« v v v v 1

On 3 February 2017, the Beijing Health Commission issued a letter to Beijing C-MER
Hospital confirming that Beijing C-MER Hospital may operate an eye hospital at the
designated location with the above facilities. The official inspection visit of the facilities was
conducted by the Beijing Health Commission in early December 2017, and our Directors
expect that the Medical Institution Practising Certificate (EBEMEMIHZEF7]#E) would be
issued to Beijing C-MER Hospital by the end of 2017, following which the eye hospital may
commence business operations. Our PRC legal advisers confirm that there is no legal
impediment for Beijing C-MER Hospital to obtain the Medical Institution Practising
Certificate by the end of January 2018.

OUR SERVICES

We offer a comprehensive range of ophthalmic care, diagnostic, medical and surgical
treatment services at our ophthalmic service network in Hong Kong and our eye hospitals
operated by Shenzhen C-MER Hospital and Beijing C-MER Hospital. Pursuant to the Frost
& Sullivan Report, Shenzhen C-MER Hospital ranked second in the ophthalmic diseases
therapy market in terms of revenue in 2016 amongst the privately-owned eye hospitals in
Guangdong Province, the PRC with a market share of 8.7%. The extensive range of skills and
knowledge of our ophthalmologists and physicians allow us to offer a variety of treatments
and surgeries for clients with a wide range of eye problems, from common issues to rare and
complex conditions. In particular, our ophthalmologists in Hong Kong and physicians in the
PRC are specialised in performing surgeries in relation to (a) cataract and intraocular lens
implant; (b) refractive correction; (¢) corneal and external eye diseases; (d) glaucoma; (e)
vitreoretinal diseases; (f) oculoplastics and orbital diseases; and (g) squint and paediatric
ophthalmology.
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The following diagram sets forth an overview of the treatment process of our out-patient
services:

1. Registration

To understand the ophthalmic
condition of our clients, certain
basic examinations will be
performed before consultation
with our ophthalmologists and
physicians

2. Basic Investigations

3. Consultation

+/—

In order to have an in-depth

understanding of our clients’

conditions, our ophthalmologists
4. Special Investigations and physicians may perform
further eye examination(s),
the results of which can help
diagnose and develop the
relevant treatment plan

+/—

5.1 Treatment & Procedure 5.2 Surgery Booking

+/—

6. Cashier and/or Pharmacy +/— 7. Optical Prescription

Our eye centre/Satellite Clinics and eye hospitals are designed to provide easy access,
streamlined registration and check-out procedures. In most cases, our eye surgeries are
performed in day-surgery settings. As the eye surgeries are usually operated under local
anaesthesia, the recovery time from the anaesthesia is short. Post-operative care is usually
simple and can be carried out by the patient at home. Therefore, in-patient stay at our eye
hospitals is generally not required. As our services are not constrained by bed capacity, we do
not provide large number of beds at the eye hospitals operated by Shenzhen C-MER Hospital
and Beijing C-MER Hospital. If in-patient stay is required in Hong Kong, such service can be
arranged at other private hospitals in Hong Kong. Further information is set forth in the
paragraphs under “Our professional team and facilities” above. For clients visiting the eye
hospitals operated by Shenzhen C-MER Hospital and Beijing C-MER Hospital, they may
choose to stay at our in-patient facilities.
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Our services provided in Hong Kong and the PRC may be categorised into (i) basic
investigations; (ii) consultation; (iii) special investigations; (iv) treatments and procedures; (v)

pharmaceuticals and optical prescriptions; and (vi) surgical interventions.
(i) Basic investigations

Before meeting with our ophthalmologists and physicians, basic investigations are usually
performed to our clients in order to gather certain parameters in relation to their eyes’
conditions. These basic investigations include, among others, tests for assessing eye pressure,
visual acuity and refractive errors.

(ii) Consultation

At the consultation session, our ophthalmologists and physicians will obtain their clients’
basic medical history, chief complaints and related signs and symptoms, while taking into
consideration the results from the basic investigations. Our ophthalmologists and physicians
also carry out examinations for our clients, such as by way of slit lamp to diagnose diseases
from the cornea to retina. Examinations of the retinal fundi are also performed after dilating
pupils for retinal and macular pathologies.

(iii) Special investigations

Depending on a clients’ particular medical condition, special investigations maybe
required to assist our ophthalmologists and physicians in reaching a diagnosis and devising a
treatment plan. Special investigations generally involve advanced technology, including
ultrasound. Investigations may include, for instance, taking photographic images of the retina
and examining the fine details such as blood vessels, nerves and thickness of the retina.

(iv) Treatments and procedures

Our ophthalmologists and physicians can provide treatments by way of simple laser
therapy and surgical procedures to treat a wide array of conditions including glaucoma,
retinal diseases, chalazion and dry eyes. In conjunction with our medical and surgical
treatments, our Mongkok Satellite Clinic and the eye hospital operated by Shenzhen C-MER
Hospital offer traditional Chinese medicine therapy by our part-time Chinese medicine
practitioner in Hong Kong and our physician in the PRC, such as acupuncture as a form of
ancillary treatment for some diseases to enhance the overall treatment outcome.

- 150 -



BUSINESS

(v) Pharmaceuticals and optical prescriptions

We provide oral and topical medications to our clients for different eye diseases
according to the prescriptions made by our ophthalmologists or physicians. In addition, each
of our Central Eye Centre, Yuen Long Satellite Clinic, Causeway Bay Satellite Clinic and the
eye hospital operated by Shenzhen C-MER Hospital has an optical shop for providing
optometry assessments and spectacles and contact lens prescriptions. During the track Record
Period, the sales of optical and vision aid products amounted to 3.1%, 4.4%, 5.7% and 5.9% of
our total revenue.

(vi) Surgical interventions

During the Track Record Period, surgery fees contributed to 60.0%, 60.9%, 58.4% and
57.7% of our total revenue, respectively. We have operating theatres located at the Central Eye
Centre, Mongkok Surgery Centre, Yuen Long Satellite Clinic and the eye hospitals in
Shenzhen and Beijing (which is planned to commence business operations in January 2018).
These facilities enable our ophthalmologists and physicians to carry out a wide range of
ophthalmic surgeries for our patients. In particular, our ophthalmologists and physicians are
specialised in performing the following surgeries:

Condition Description

Cataract and intraocular lens  Surgical treatment to remove the lens followed by the

implants insertion of an artificial intraocular lens
Refractive correction LASIK surgeries to correct refractive error associated with
surgeries short-sightedness, long-sightedness and astigmatism
Corneal and external eye Surgeries to treat different corneal diseases including corneal
diseases graft surgeries for severe corneal scarring
Glaucoma Treatment by way of laser or surgical interventions to lower
the intraocular pressure to protect the optic nerve from
damage
Vitreo-retinal diseases Using different treatment modalities including laser,

intraocular injections and surgeries to treat retinal and
macular diseases

Oculoplastics and orbital Repair and reconstruction surgeries of orbits and eyelids

diseases from damage resulted from trauma, degeneration or other
causes

Squint and paediatric Muscle realignment surgeries to correct squint or double
ophthalmology vision
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AWARDS AND SOCIAL RESPONSIBILITY

We are committed to contributing to the community through charity and community
services. Three of our ophthalmologists (including Dr. Dennis LAM) have been awarded “The
Ten Outstanding Young Persons of Hong Kong”, and two of them have been granted “Hong
Kong Humanity Award” for their devotion in helping those in need. During the Track Record

Period, we have received the following awards:

Year Awardee Award Issuing organisation
2016 Shenzhen C-MER Ranked third in the Shenzhen Health
Hospital public satisfaction Commission

rate among all private
and public hospitals
in Shenzhen in 2016
(20164F GEYITT B& AT
SERAS > R o A
EEME R =4)

2017 Shenzhen C-MER A Medical Insurance Shenzhen Social
Hospital Designated Medical Insurance Funds
and Pharmaceutical Management Bureau
Institution of Credit (RIN T AL P B B 4
Rating AAA in EHLR)

Shenzhen in 2016 (I
PIT201 64F 41 & & %
TR B o B 5 A (5 T

FEHAAA)
2017 Shenzhen C-MER Ranked second in the Shenzhen Health
Hospital public satisfaction Commission

rate among all private
and public hospitals
in Shenzhen for the
first quarter of 2017
(01745 — Z= R
7S AT MRS > AT
A B A RS
)
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OUR CLIENTS

During the Track Record Period, our clients in Hong Kong and the PRC primarily
consisted of (i) individual clients and (i1) corporate clients, which include insurance companies
and medical schemes providers, with which we entered into contractual arrangements for the

provision our services.

Individual clients represented a significant portion of our client base and the amount of
revenue generated from individual clients represented 97.3%, 96.9%, 97.8% and 97.7% of our
total revenue, respectively for the Track Record Period. During the same period, our top five
clients, consisting of both corporate and individual clients, accounted for 3.0%, 3.4%, 2.4%
and 2.8% of our total revenue, respectively, of which 1.7%, 1.9%, 1.2% and 1.5% of our total

revenue, respectively, was generated from our largest client, which was an insurance company.

During the Track Record Period and as of the Latest Practicable Date, we have a total of
six corporate clients. Pursuant to the contractual arrangements entered into with our
corporate clients and subject to their internal approval procedures, they settle medical fees for
their policy members who are patients of our Group. The contract terms vary among our

corporate clients, but the contracts are typically renewable every one to three years.

To the best knowledge and belief of our Directors, our five largest clients during the
Track Record Period are Independent Third Parties and none of our Directors or their close
associates or any Shareholders (which to the best knowledge of our Directors beneficially own
more than 5.0% of our Shares) had any interests in any of our five largest clients during the
Track Record Period. During the Track Record Period, none of our major clients were also

our major suppliers.

OUR SUPPLIERS

Our suppliers primarily include distributors of pharmaceuticals, medical consumables
and intraocular lenses. When selecting our suppliers, we perform assessment based on various
criteria, including quality and source of products, reputation in the industry, price and
delivery time. Further information on the quality control measures we imposed on the

products we procured is set forth in the paragraphs under “Quality control” below.
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The tables below set forth the particulars relating to our five largest suppliers during the
Track Record Period.

For the year ended 31 December 2014

Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase ~ Products purchased  relationship with us
(HKS$ 000) (years)
1 Supplier A Supplier A provides sourcing, ~ Hong Kong 4,659 24.2% Eye drops, 5
marketing, sales, distribution medical
and after-sales-services in consumables,
consumables, healthcare other
performance materials and pharmaceuticals
technology. and
intraocular
The parent company of Supplier lens
Ais listed on SIX Swiss
Exchange.
2 Supplier B Supplier B provides Hong Kong 2,529 13.1% Eye drops and 5
pharmaceutical distribution other
services. pharmaceuticals
The parent company of Supplier
B offers pharmaceutical
logistics services across Asia
Pacific region.
3 Supplier C Supplier C provides sourcing, ~ PRC 2,038 10.6% Intraocular lens 4
marketing, sales, distribution and
and after-sales-services in viscoelastic
consumables, healthcare agent for
performance materials and cataract
technology. surgery

The parent company of Supplier
Cis listed on SIX Swiss
Exchange.
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Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us
(HKS000) (years)
4 Supplier D Supplier D, which has service ~ PRC 1,567 §.1% Medical 4
network in the PRC and supplies
provides various medical
supplies ranging from surgical
equipment and materials to
vaccination and medicine.
The parent company of Supplier
D is listed on the New York
Stock Exchange.
5 Supplier E Supplier E specialises in PRC 1,159 6.0% Femtosecond 4
production of ophthalmic package
material and equipment.
Total 11,952 62.1%
For the year ended 31 December 2015
Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us
(HKS$ 000) (years)
1 Supplier A Supplier A provides sourcing, ~ Hong Kong 5,582 23.2% Eye drops, 5
marketing, sales, distribution medical
and after-sales-services in consumables,
consumables, healthcare other
performance materials and pharmaceuticals
technology. and
intraocular
The parent company of Supplier lens

A s listed on SIX Swiss
Exchange.
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Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us
(HKS000) (years)
2 Supplier C Supplier C provides sourcing, ~ PRC 2,702 11.3% Intraocular lens 4
marketing, sales, distribution and
and after-sales-services in viscoelastic
consumables, healthcare agent for
performance materials and cataract
technology. surgery
The parent company of Supplier
Cis listed on SIX Swiss
Exchange.
3 Supplier F Supplier F specialises in PRC 2,094 §.7% Ortho-k lens 4
ophthalmic and optometric
supplies. Supplier F
co-operates with a number of
medical research laboratories
and medical facilities to
provide quality products.
4 Supplier B Supplier B provides Hong Kong 1,883 7.8% Eye drops and 5
pharmaceutical distribution other
SEIViCes. pharmaceuticals
The parent company of Supplier
B offers pharmaceutical
logistics services across Asia
Pacific region.
5 Supplier E Supplier E specialises in PRC 1,296 5.4% Femtosecond 4
production of ophthalmic package
material and equipment.
Total 13,557 56.5%
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For the year ended 31 December 2016

Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase ~ Products purchased  relationship with us
(HKS000) (years)
1 Supplier A Supplier A provides sourcing, ~ Hong Kong 7,246 22.5% Eye drops, 5
marketing, sales, distribution medical
and after-sales-services in consumables,
consumables, healthcare other
performance materials and pharmaceuticals
technology. and
intraocular
The parent company of Supplier lens
Ais listed on SIX Swiss
Exchange.
2 Supplier C Supplier C provides sourcing, ~ PRC 3,521 10.9% Intraocular lens 4
marketing, sales, distribution and
and after-sales-services in viscoelastic
consumables, healthcare agent for
performance materials and cataract
technology. surgery
The parent company of Supplier
Cis listed on SIX Swiss
Exchange.
3 Supplier B Supplier B provides Hong Kong 2,783 8.6% Eye drops and 5
pharmaceutical distribution other
SErvices. pharmaceuticals
The parent company of Supplier
B offers pharmaceutical
logistics services across Asia
Pacific region.
4 Supplier F Supplier F specialises in PRC 2,358 7.3% Ortho-k lens 4

ophthalmic and optometric
supplies. Supplier F
co-operates with a number of
medical research laboratories
and medical facilities to
provide quality products.
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Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us
(HKS000) (years)
5 Supplier D Supplier D, which has service ~ PRC 2,098 6.5% Medical 4
network in the PRC and supplies
provides various medical
supplies ranging from surgical
equipment and materials to
vaccination and medicine.
The parent company of Supplier
D is listed on the New York
Stock Exchange.
Total 18,006 55.8%
For the six months ended 30 June 2017
Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us
(HKS000) (years)
| Supplier A Supplier A provides sourcing, ~ Hong Kong 3970 23.5% Eye drops, 5
marketing, sales, distribution medical
and after-sales-services in consumables,
consumables, healthcare other
performance materials and pharmaceuticals
technology. and
intraocular
The parent company of Supplier lens
Ais listed on SIX Swiss
Exchange.
2 Supplier B Supplier B provides Hong Kong 1,210 7.2% Eye drops and 5
pharmaceutical distribution other
Services. pharmaceuticals

The parent company of Supplier
B offers pharmaceutical
logistics services across Asia
Pacific region.
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Principal place of Length of
Rank Name of Supplier Background of supplier business Purchase amount % of total purchase  Products purchased relationship with us

(HKS'000) (years)
3 Supplier C Supplier C provides sourcing, ~ PRC 1,666 9.9% Intraocular lens 4
marketing, sales, distribution and
and after-sales-services in viscoelastic
consumables, healthcare agent for
performance materials and cataract
technology. surgery

The parent company of
Supplier C is listed on SIX
Swiss Exchange.

4 Supplier F Supplier F specialises in PRC 1,521 9.0% Ortho-k lens 4
ophthalmic and optometric
supplies. Supplier F
co-operates with a number of
medical research laboratories
and medical facilities to
provide quality products.

5 Supplier D Supplier D, which has service ~ PRC 1,162 6.9% Medical 4
network in the PRC and supplies
provides various medical
supplies ranging from surgical
equipment and materials to
vaccination and medicine.

The parent company of
Supplier D is listed on the
New York Stock Exchange.

Total 9,529 56.5%

During the Track Record Period, our five largest suppliers accounted for 62.1%, 56.5%,
55.8% and 56.5% of our total purchases, respectively. These five largest suppliers include
distributors of pharmaceuticals, medical consumables and intraocular lenses located in Hong
Kong or the PRC, with whom we have established business relationships for a period of four to
five years. For the same period, our largest supplier, a distributor of pharmaceuticals and
intraocular lenses, accounted for 24.2%, 23.2%, 22.5% and 23.5% of our total purchase,

respectively.
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All of our five largest suppliers during the Track Record Period are distributors or
manufacturers of renowned brands of pharmaceuticals, medical consumables and intraocular
lenses. The pharmaceuticals, medical consumables and intraocular lenses used by us are
produced by different manufacturers under different brands. On this basis, our Directors do

not consider that we are relying on any of our five largest suppliers.

We generally do not enter into long-term supply agreements with our suppliers in Hong
Kong and the orders are placed on an as-needed basis. During the Track Record Period, we
entered into a long-term purchase agreement for a period of five years with one of our five
largest suppliers. Our Directors confirm that there is no long-term supply agreement entered
into with the other suppliers. We have been provided with one month’s credit for the purchase
from the other five largest suppliers, and there is no minimum purchase required by any of our

suppliers.

We have put in place inventory control measures to control our supplies procurement
processes, post-delivery management and maintain a stable level of inventory for our daily
operations. Further information is set forth in the paragraphs under “Inventory control”
below. During the Track Record Period, we did not encounter any difficulty, shortage or
quality issues with our suppliers or the products we procured from them that could materially

and adversely affect our business operations.

To the best knowledge and belief of our Directors, our five largest suppliers during the
Track Record Period are Independent Third Parties and none of our Directors or their close
associates or any Shareholders (which to the best knowledge of our Directors beneficially own
more than 5.0% of our Shares) had any interests in any of our top five suppliers during the
Track Record Period. During the Track Record Period, none of our Group’s major suppliers

were also our Group’s major clients.

PRICING

Hong Kong

In Hong Kong, we price our consultation and other medical services fees and surgery fees
with reference to a number of factors, including the kind of diagnostic investigations and
pharmaceuticals involved, the complexity of the therapy involved in treating the eye diseases
and disorders, the seniority of the ophthalmologists, the operating costs and the generally
accepted fee levels. Accordingly, the prices charged by us for our surgeries are in the range

from a few thousand Hong Kong dollars to hundreds of thousand Hong Kong dollars.
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We enter into contractual arrangements for provision of ophthalmic services with our
corporate clients, which are mainly insurance companies or medical schemes providers.
Further information is set forth in the paragraphs under “Our clients” above. In determining
the rates chargeable to our corporate clients, we take into consideration the prevailing market
rates, our costs and the estimated utilisation of the ophthalmic services to be provided by us.
For our pharmaceuticals and other medical consumables, we generally charge on a cost-plus
basis and thus we are able to pass on any increase in cost to our clients.

PRC

As the eye hospitals operated by Shenzhen C-MER Hospital and Beijing C-MER
Hospital are private hospitals, established for-profit pursuant to the applicable PRC laws and
regulations, we are generally permitted to set our own pricing standards for the ophthalmic
services provided to our clients. We generally determine the prices based on a number of
factors including our operating costs and the prevailing market rates. Similar to our practice
in Hong Kong, fees charged by us for our surgeries performed at our eye hospitals operated by
Shenzhen C-MER Hospital and Beijing C-MER Hospital are subject to a number of factors
including the kind of diagnostic investigations and pharmaceuticals involved, the complexity
of the therapy involved in treating the eye diseases and disorders, the seniority of the
ophthalmologists, the operating costs and the generally accepted fee levels.

Shenzhen C-MER Hospital is a “Medical Insurance Designated Medical Institution™ (%
P2 B B A ). Our clients covered by the public medical insurance programmes may choose
to pay the prescribed fee guidelines for some of our services according to the terms and
conditions of the insurance programmes. Some of our service fees are subject to the pricing
guidelines set by the relevant local healthcare administrative authorities. The revenue
generated from the settlement by public medical insurance programmes accounted for 0.7%,
1.7%, 2.5% and 2.9% of our total revenue during the three years ended 31 December 2016 and
the six months ended 30 June 2017. We therefore believe the price control measures did not
have a material impact on our operating results.

Pursuant to the Opinions on Promoting Drug Pricing Reform (#3255 (& #% ot 4 1 72 1),
which was promulgated on 4 May 2015 and effective from 1 June 2015, except for narcotic
drugs and certain psychotropic drugs, the restrictions on the prices of the drugs that were
subject to government pricing have been cancelled. Further information is set forth in the
section headed “Applicable Laws and Regulations - Laws and Regulations on Pharmaceutical
Distribution - The Opinions on Promoting Drug Pricing Reform™ in this prospectus. We
believe that the pharmaceuticals market in the PRC is highly competitive. Therefore, we are of
the view that the release of the government price controls has not resulted in any significant
fluctuations in the market prices of pharmaceuticals used in our daily operations. Moreover,
for the three years ended 31 December 2016 and the six months ended 30 June 2017, there was
6.1%, 5.2%, 6.2% and 6.9% of our total revenue contributed by sales of pharmaceuticals,
respectively. We therefore believe that the release of the price control has no material adverse
impact on our operations.
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CREDIT MANAGEMENT

In Hong Kong, our individual clients generally settle their fees by way of credit cards or
cash, which is generally deposited into our corporate bank account on a next-day basis. The
following table sets forth the amounts of our revenue settled in cash and bank transfers or by
way of credit cards during the Track Record Period (with comparative figures for the six
months ended 30 June 2016):

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
Cash and bank transfers- - - -+ -+« 27,813 40,030 67,452 32,167 37,015
Creditcards - -« -+ oo 68,169 82,236 93,716 41,795 51,222
Total- -+ -+ oo v 95,982 122,266 161,168 73,962 88,237

For patients who receive medical services from us under the policies provided by our
corporate clients, we will seek payments directly from the relevant insurance companies. In
such instance, fees receivable from insurance companies are generally settled within 60 days of
our date of invoice.

In the PRC, our clients generally pay for their treatment by cash or credit cards, except
for those services covered by public medical insurance programmes. The following table sets
forth the amounts of our revenue settled in cash and bank transfers or by way of credit cards
during the Track Record Period (with comparative figures for the six months ended 30 June
2016):

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HKS$°000 HKS$°000 HKS$°000 HK3$°000 HKS$’000
Cash and bank transfers- - - -+ -+ .. 12,455 18,607 23,495 10,802 14,709
Creditcards - -« -+ v vt 48,035 57,978 63,996 30,546 37,503
Total: « v 60,490 76,585 87,491 41,348 52,212

In such case, our clients may make partial payment, if any, with the remaining fees
payable to be settled between us and the relevant authorities governing the public medical
insurance programmes. During the three years ended 31 December 2016 and the six months
ended 30 June 2017, settlement by public medical insurance programmes accounted for 0.7%,
1.7%, 2.5% and 2.9% of our total revenue, respectively.

Our pharmaceuticals and medical consumables suppliers generally grant us a credit
period of around 30 days from the date of delivery of products.

During the Track Record Period, there was no material impairment or write-off on our
trade receivables and we did not have any hedging policy in respect of our trade receivables.
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OUR TRAINING SYSTEMS

The Hong Kong Academy of Medicine imposes mandatory training requirements on
medical practitioners practising in Hong Kong, while continuous education for nurses and
other allied health staff are encouraged by the respective relevant professional bodies but they
can participate on a voluntary basis. All of our ophthalmologists fulfil such requirements by
attending external conferences or training programmes. Upon joining our Group, we provide
induction training for nurses and other allied health staff to help them familiarise themselves
with our service standards, policies and procedures. We also conduct regular performance
reviews for our staff.

In the PRC, we maintain the records of our physician’s licence and their compliance with
the continued medical education requirements. In addition, we provide ongoing training for
our employees. Our physicians and other medical staff regularly receive technical training on
the operation of medical devices, treatment procedures and latest technologies or
developments in their relevant fields. We also provide mentoring to our less experienced
physicians and nurses so that they can learn techniques from and perform procedures under
the supervision of our experienced physicians and nurses. Our administrative and management
staff also receives regular training on management skills and business operations.

EMPLOYEES
Hong Kong

We offer our employees remuneration package based on their experience and position.
Generally, remuneration to all our employees comprises basic salary and discretionary
year-end bonus.

As of the Latest Practicable Date, excluding our nine practising ophthalmologists, we

had a total of 65 employees in Hong Kong. The table below sets forth a breakdown of our
employees in Hong Kong by function as of the Latest Practicable Date:

Function Number of employees

Nursing ................................................... 7
Optometry ................................................ 7
Alhed healthcare ........................................... 31
Finance and accounting ...................................... 5
Human resources and administration -« -« - -« -« 14
Traditional Chinese medicine 7 - - - - o oo oo oo 1
Total ..................................................... 65

Note:

(1)  The traditional Chinese medicine practitioner is a part-time employee.
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During the Track Record Period, mandatory provident fund and health benefits have
been provided for all our employees in Hong Kong and we did not have any material disputes
with our employees.

PRC

As of the Latest Practicable Date, in addition to five multi-site practice physicians whom
we engage on part-time basis, we had a total of 255 employees in the PRC. The table below
sets out a breakdown of our employees in the PRC by function as of the Latest Practicable
Date:

Function Number of employees

Overseas ophthalmologists .................................... 3
PRYSICIAIS -+« « « « v v v oo e e ettt 26
ANAEStRELISES « « « « « v v vt e e 4
NUESIILZ « -+« v v oo v e e e et e e e 62
OPLOMIELIY + « « « v v v e et e ettt 41
PRATIACY -+« v o o v v v oot e e et 5
Front-desk and online customer services - - -« -« -« 28
Finance and aCCOUNTING - -« « « « «««« v v v 12
Human resources and administration - - -« -« -« 26
Information teChnOlOogy « - -+« « v oo v vve e 36
Corporate business development - -« -« -« v 10
Laboratory ................................................. 2
TOtAl =+« v v o e 255

Remuneration packages for our employees in the PRC primarily comprise one or more of
the following elements: basic salary, performance-based incentive bonus and discretionary
year-end bonus. We periodically review our employees’ performance. We contribute to various
government-sponsored employee benefit plans in accordance with the applicable laws and
regulations, which include housing fund, pension, medical, maternity and unemployment
benefits.

Our employees are not represented by a labour union. Save for the incidents as disclosed
in the paragraphs under “Non-compliance Incidents” below, during the Track Record Period
and up to the Latest Practicable Date, we did not experience any material labour dispute or
strike and we have complied with applicable laws and regulations related to labour and
employee benefit plans in all material aspects.

QUALITY CONTROL AND COMPLAINT HANDLING
Quality assurance

We are subject to various rules and regulations in Hong Kong and the PRC that regulate
the qualifications and conduct of medical professionals and standards for healthcare services.
Further information is set forth in the section headed “Applicable Laws and Regulations” in
this prospectus.
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All of our ophthalmologists practising in Hong Kong (including Dr. Dennis LAM) are
required to be registered with the Medical Council of Hong Kong and have a valid practising
certificate. Traditional Chinese medicine practitioners are required to be registered with the
Chinese Medicine Council of Hong Kong, which is responsible for implementing regulatory
measures for Chinese medicine practitioners. Further, all of our nurses and other allied health
professionals have to comply with the code of professional conduct or discipline as applicable
to them. Our professional medical team in the PRC comprises overseas ophthalmologists,
physicians, anaesthetists, nurses and other allied health professionals, who are registered in
accordance with the relevant healthcare administrative authorities in the PRC. We believe

these requirements help promote and safeguard the quality of services provided to our clients.

We are committed to complying with the relevant rules and regulations in the prevention
and reduction of various risks and hazards associated with our operations. To ensure that we
can provide consistent and high quality services, we have put in place a quality control system

which primarily includes the following measures:

- Training programmes. We have implemented regular training for our medical
professionals. Further information is set forth in the paragraphs under “Our training
systems” below.

—  Inspection and assessment system. We evaluate our healthcare services regularly, including
regular inspection and monthly review meetings with our ophthalmologists and
physicians and management team to identify areas to be improved. We also conduct
annual appraisal on the performance of our staff.

- Customer feedback system. We welcome our clients’ feedback on our services. We conduct
periodic client satisfaction surveys and keep a record of all of our clients’ complaints and
take follow-up actions to address their concerns when necessary.

—  Patient identification and protection of personal data. We have put in place standard
procedures to cross-check the patient’s identity before providing services or carrying out
procedures. For instance, we check our patient’s name, identity card number, drugs
allergy history, before dispensing of pre-operation or carrying out medical procedures.
We have also established a protocol to govern the handling, storage, retrieval and access
of our patients’ personal data and medical records.

—  Dispensing of pharmaceuticals. We have established a step-by-step procedure to govern
the prescription and dispensing of pharmaceuticals to our patients. We ensure that
proper prescriptions will be recorded in the clinical notes and administered into the
computer dispensary system. The packaging of the pharmaceuticals, the prescriptions
and the patient’s identity will be cross-checked before the medications are dispensed to
our patients.
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During the Track Record Period and up to the Latest Practicable Date, all of our
ophthalmologists, physicians, nurses and other allied health professionals have complied with
the relevant registration and practicing requirements in Hong Kong and/or the PRC. Save for
the incidents as disclosed in the paragraphs under “Non-compliance Incidents” below, we did
not receive any material complaints from our clients during the Track Record Period and up to
the Latest Practicable Date.

Complaint handling

We have adopted standard procedures for handling of complaints from our clients. In
Hong Kong, our centre manager is responsible for handling complaints from our clients, and
that all complaints received will be recorded in writing and submitted to Dr. Dennis LAM and
Dr. Vincent LEE for review and follow-up recommendations. If there is any matter required to
be reported to the insurers, the centre manager will inform the relevant ophthalmologists in
Hong Kong for the required reporting. All documents and reports will be kept by us, and we
aim to resolve all complaints, other than those involving malpractice or alleged negligence,
within one month from the date of the relevant complaint. A follow-up response will also be
communicated to the relevant client when the complaint is duly handled and resolved.

We have adopted similar complaint handling procedures in the PRC in accordance with
the applicable laws and regulations. All complaints will be handled by a designated committee
comprising chief physicians and associate chief physicians. If the complaint can be resolved
by way of mediation, the designated committee will coordinate and handle the complaint
resolution process. Any legal proceedings will be referred to the external legal advisers
engaged by us.

BRAND BUILDING
Hong Kong

We believe that a significant number of patients come to us on account of referrals from
our former or existing clients. We are subject to certain professional and ethical guidelines
prescribed by the Medical Council in respect of advertising and promotion of medical practice
and services by medical professionals. Medical practitioners are generally prohibited from
promotion of the medical practice through advertisements. We provide educational pamphlets
at our Central Eye Centre and Satellite Clinics and eye care information on our website, with
channels for the public to contact us regarding their queries.

During the Track Record Period, Dr. Dennis LAM and our Hong Kong
Ophthalmologists received an complaint in relation to the adjacent background of certain
signboard. This complaint has been considered by the Medical Council. Further information
on this complaint is set forth in the paragraphs under “Non-compliance incidents” below. Save
for this incident, we were in compliance with laws and regulations in relation to medical
advertising in Hong Kong in all material respects during the Track Record Period and up to
the Latest Practicable Date.
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PRC

We believe our brand recognition in the PRC is established through word-of-mouth
among the patients community and our high ranking in the patient satisfaction ratings.
Further information on the awards that we have received during the Track Record Period, is
set forth in the paragraphs under “Awards and social responsibility” above. In addition, we
organised educational talks which are open to the public and participated in charity work by
providing ophthalmic assessments to the public, which we believe enhance our brand’s image
and recognition.

From time to time, we enhance our brand awareness in the public via online platforms
and other forms of media. Medical advertising is strictly regulated in China. Medical
advertisements shall be reviewed by relevant healthcare authorities and a “medical
advertisement review certificate” is required before they may be released by a medical
institution. The certificate has an effective term of one year and may be renewed. Further
information on the regulations of medical advertising in the PRC is set forth in the section
headed “Applicable Laws and Regulations — Regulations on medical advertising in the PRC”
in this prospectus.

Except as disclosed in the paragraphs under “Non-compliance incidents” below, as
confirmed by our PRC legal adviser, we were in compliance with laws and regulations in
relation to medical advertising in all material respects during the Track Record Period and up
to the Latest Practicable Date.

COMPETITION

We primarily compete with public hospitals and other private specialty hospitals/eye
centres in Hong Kong and the PRC. According to the Frost & Sullivan Report, Shenzhen
C-MER Hospital ranked third in private ophthalmic service market in Guangdong Province,
the PRC, in 2016 in terms of revenue, with a market share of 5.4%, and is also the second
largest eye hospital in private ophthalmic service market in Shenzhen, in 2016 in terms of
revenue. Pursuant to the same report, “C-MER Dennis Lam & Partners” (s 35 IE 8 R B} o
/[») is the second largest eye centre in Hong Kong private ophthalmic service market in 2016 in
terms of revenue, with a market share of 4.7%. Further information on our market position
and the competitive landscape of the markets is set forth in the section headed “Industry
Overview” in this prospectus.

To succeed in the markets we operate in, we believe we need to compete effectively with
existing players in the market and new market entrants. We will continue to leverage our
market position to compete effectively, capture growth opportunities and gain market share as
our business grows.
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INVENTORY CONTROL

Our inventory typically consists of pharmaceuticals, medical consumables and optical
products. We carry out monthly stock-taking and replenish our inventory on an as-needed
basis. We generally endeavour to maintain our inventory for two to four weeks’ use.

In order to comply with the relevant laws, we ensure our pharmaceuticals are registered,
if applicable, and our suppliers of pharmaceuticals hold all relevant licences and permits by
way of periodic verification. When the pharmaceuticals or medical supplies are delivered by
our suppliers to our clinics or hospital, upon inspection, they are then put into storage areas
in accordance with the storage requirements of the pharmaceuticals and medical supplies and
any applicable laws and regulations. Further information on the relevant laws and regulations
in Hong Kong and the PRC is set forth in the section headed “Applicable Laws and
Regulations” in this prospectus.

During the Track Record Period and up to the Latest Practicable Date, we had been in
full compliance with the applicable laws and regulations in relation to the storage of
pharmaceuticals and medical supplies in all material aspects. During the Track Record Period
and as of the Latest Practicable Date, we did not experience any significant write-off of our
inventory.

INFORMATION TECHNOLOGY

We have a central information technology system for the management of our daily
operations. In addition, our patients’ medical records and investigation results are saved and
stored in the system. Information relating to pharmaceuticals that were dispensed to our
patients is also maintained in our system. We believe that utilising an information system will
facilitate our administrative procedures and improve efficiency.

We have put in place an information and data protection policy to ensure that our staff
can properly handle information relating to our patients according to the relevant laws and
regulations. Further information on the relevant laws and regulations in Hong Kong and the
PRC, is set forth in the section headed “Applicable Laws and Regulations” in this prospectus.
To protect our clients’ medical records and personal information and to ensure data integrity
of our system, the medical records are protected by regular back-ups. We also implement
appropriate levels of access control rights for our professional team and employees as security
shields for our computer systems to safeguard our patients’ medical records and personal
information. We also have periodic upgrades to our information technology equipment to
ensure operational efficiency. During the Track Record Period and up to the Latest Practicable
Date, we have not experienced any material disruption to our information technology system
or leakage of our clients’ medical records or personal data.
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ENVIRONMENTAL MATTERS

We are subject to various laws and regulations in Hong Kong and the PRC in relation to
environmental matters and disposal of clinical waste. Further information on the relevant laws
and regulations is set forth in the section headed “Applicable Laws and Regulations” in this
prospectus. We have established policy to ensure that we meet the statutory requirements in
relation to environmental matters and the disposal of clinical waste. We believe that we are in
compliance in all material respects with applicable environmental regulations in Hong Kong
and the PRC. During the Track Record Period and as of the Latest Practicable Date, we had
engaged qualified service providers in Hong Kong and the PRC for the disposal of clinical
waste.

During the three years ended 31 December 2016 and the six months ended 30 June 2017,
our Group’s total costs of compliance with applicable environmental laws and regulations in
Hong Kong and the PRC were HK$0.1 million, HK$0.1 million, HK$0.1 million and HK§0.1
million, respectively. We expect such compliance cost to increase in the future in line with the
growth and expansion of our business.

OCCUPATIONAL HEALTH AND SAFETY AND COMPLAINTS HANDLING

For our operations in both Hong Kong and the PRC, we have instituted internal policies
and systems in place designed with a view to implement and ensure strict compliance with
such requirements, which primarily include the following measures:

° Written guidelines. We have written procedures and guidelines in place for health and
safety-related requirements, including handling medical equipment and clinical wastes.
We have also put in place a system for handling clients’ enquires, complaints and preserve
their confidentiality; and

° Training programmes. We provide trainings to our staff to ensure they are familiar with
the relevant medical procedures and technology in the eye centres/hospitals.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material accidents in the course of our business operations. Save for the
incidents disclosed in the paragraphs under “Non-compliance Incidents” below, we did not
receive any material complaints during the Track Record Period.
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LICENCES, PERMITS AND CERTIFICATES
Hong Kong

During the Track Record Period and up to the Latest Practicable Date, we had obtained
all material licences and permits necessary for the operation of our business in Hong Kong
and such licences and permits are still valid and in force. We have not experienced any refusal
of the renewal application of any material licences and permits necessary for the operation of
our business.

PRC

During the Track Record Period and up to the Latest Practicable Date, we had obtained
all material licences and permits necessary for the operation of our business in the PRC and
such licences and permits are still valid and in force. We are required under the PRC laws and
regulations to obtain various licenses, permits, approvals and certificates for our operations.
Further information is set forth in the section headed “Applicable Laws and Regulations —
Laws and regulations related to the healthcare service sector in the PRC” in this prospectus.

The following table sets forth key information on the major licences held by us as of the
Latest Practicable Date:

Certificate/ Permit Registrant Validity period

Mainland and Hong Kong Closer HK C-MER China 8 November 2015 —
Economic Partnership Arrangement 7 November
(CEPA) — Certificate of Hong Kong 20170

service provider (Medical and dental
services) (“HKSS Certificate”)

Medical Institution Practicing Shenzhen C-MER Hospital 20 February 2014 —
Certificate (%57 BB SE T I 78) 20 February 2019
Note:

(1)  The current HKSS Certificate was expired on 8 November 2017. HK C-MER China has submitted the
required documents and information to the Trade and Industry Department, Hong Kong government, for a
new HKSS Certificate, and it has been confirmed by the Trade and Industry Department that HK C-MER
China has fulfilled the eligibility criteria for the issuance of a new HKSS Certificate. An approval in principle
was granted by the Trade and Industry Department to HK C-MER China on 9 November 2017 in relation to
the new HKSS Certificate. Our Directors expect that the new HKSS Certificate will be issued to HK C-MER
China by the end of January 2018.
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INSURANCE

In Hong Kong, we have purchased and maintained corporate membership of medical
protection to cover clinical negligence caused by any of our employees and property all-risk
insurance policies for our Central Eye Centre and Satellite Clinics. We also ensure our
ophthalmologists purchase their own professional indemnity insurance. In the PRC, we have
purchased and maintained medical indemnity insurance to cover all of our physicians and
other staff. Further information is set forth in the sections headed “Risk Factors — Insurance
coverage may not sufficiently cover risks arising from our business operation”, “Risk Factors
— Insurance coverage may be insufficient to protect us against all future risks” and “Risk
Factors — Regulatory pricing controls and reimbursement limits under social insurance
programmes may affect our pricing of certain healthcare services and products” in this
prospectus.

Our Directors are of the opinion that the insurance policies maintained are adequate for
our existing business and operations and in-line with the industry norm. We will review and
procure the necessary additional insurance coverage as and when the need arises. During the
Track Record Period and up to the Latest Practicable Date, we did not make any material
claim under our insurance policies. For the three years ended 31 December 2016 and the six
months ended 30 June 2017, our cost of insurance premium was HK$0.2 million, HK$0.2
million, HK$0.2 million and HK$0.1 million, respectively.

PROPERTIES

As of the Latest Practicable Date, we did not own any property and leased six properties
in Hong Kong and two properties in the PRC from which we operate or will operate our
business. Further information on our leased properties in Hong Kong and PRC as of the
Latest Practicable Date is set forth below:

Hong Kong'"

Approximate GFA

Address (sq.ft.) Lease period

1. Suite 1515, Central Building, 1-3 Pedder 6,400 16 April 2016 —
Street, Central 15 April 2019

2. Room 1202-03, 12th Floor, Office Tower One, 1,500 15 October 2016 —
Grand Plaza, 625 & 639 Nathan Road, 14 October 2019
Mongkok

3. Room 1236, 12th Floor, Office Tower One, 1,380 4 September 2017 —
Grand Plaza, 625 & 639 Nathan Road, 3 September 2020
Mongkok

- 171 -



BUSINESS

Approximate GFA
Address (sq.ft.)

Lease period

4. G/F, Shing Shun Building, No. 47 Castle Peak 1,400
Road, Yuen Long

5.  Shop 5A, 2/F, Wai Wah Centre, 11-17 Sha Tin 800
Centre Street, Shatin

6. Suite 1614-15, Hang Lung Centre, 2-20 1,300
Paterson Street, Causeway Bay

18 November 2015 —
17 November 2019

1 May 2016 —
30 April 2019

1 December 2016 —
30 November 2019

PRC
Approximate GFA
Address (sq.m.) Lease period
1. No. 101, Sheng Tang Business Building, Tai 3,481 1 June 2017 —
Ran 9th Road, Futian District, Shenzhen 31 May 2020

(RS 1740 1 [52 S% JL B 1 7 K J8 101
%)}:%)(2)

2. Rooms 105, 205 and 3/F, No. 2 Zitan Building, 4,617
27 Jian Guo Road, Chaoyang District,
Beijing (b3 7 %A B o 42 ] (% 2 7 5% 45 18K
25RME10558 55 - 2059855 K 3JE)

Notes:

20 February 2017 —
19 February 2027

(1)  We have entered into a preliminary lease agreement for the premise of our Kwun Tong Satellite Clinic, and we
will enter into a formal lease agreement with the landlord before the commencement of its operation, which is

expected to be in the first quarter of 2018.

(2)  The premise is leased from Shenzhen Maida, a connected person of our Company, and constitutes continuing
connected transactions. Further information is set forth in the section headed “Continuing Connected
Transactions” in this prospectus. Save for this premise, all the other agreements for our leased properties in

Hong Kong and the PRC were entered into with Independent Third Parties.

For the three years ended 31 December 2016 and the six months ended 30 June 2017, our
aggregate rental expenses for the above properties were HK$15.4 million, HK$14.0 million,

HK$16.5 million and HK$9.1 million, respectively.
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INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we have registered the following trademarks under the
following class(es) in Hong Kong and the PRC:

E. Trademarks Classes Place of Registration
1 MR 44 PRC

2 AR 44 Hong Kong

3 G~ 44 Hong Kong

4 C-MER 35, 41 Hong Kong

5 <o~ 9,35, 41, 44 Hong Kong

6 i 35, 41 Hong Kong

As of the Latest Practicable Date, we were applying for registration of the following
corporate name and logos as trademarks under the following class(es) in Hong Kong and the
PRC:

No.  Corporate name and logos Classes Place of Application
1_ Dennis Lam 9, 35, 41, 44 Hong Kong

2 MRIEE 9, 35, 41 Hong Kong

3 C-MER 41 PRC

4 Dennis Lam 9, 35, 41 PRC

5 ~&~ 9, 35,41, 44 PRC

6 M 9,35, 41 PRC

Further information on the trademarks and trademark applications is set forth in the
paragraphs under “B. Further information about our business — 2. Intellectual property
rights” in Appendix IV to this prospectus.

Our Directors believe that the registrations of our corporate name and logos of
“C-MER”, and “Dennis Lam” as trademarks in Hong Kong and the PRC separately provide
us with additional protection from infringement by others, given that our corporate name and
logos of “C-MER”, and “Dennis Lam” cannot be used together or separately by others
without infringing our trademarks. Had we registered our corporate name and logo as one
trademark of “C-MER Dennis Lam”, our Directors believe that others may use “C-MER” or
“Dennis Lam” separately or together with other descriptions as part of their business names.
Hence, the separate trademark registrations in Hong Kong and the PRC in different classes
will give us additional protection from infringement by others of all or any part of our
corporate name and logos. As of the Latest Practicable Date, we are not aware of any
passing-off of our corporate name and logos or infringement of our trademarks.
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In April 2016, we were involved in a dispute in Shenzhen in relation to the infringement
of copyrighted materials in our medical advertisements. Further information on this dispute is
set forth in the paragraphs under “Non-compliance incidents” below. Save for this incident,
during the Track Record Period and up to the Latest Practicable Date, we have not been
involved in any material legal proceedings or dispute relating to the violation of intellectual
property rights.

During the Track Record Period, we did not engage in any research and development
activities.
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Our Directors’ and the Sole Sponsor’s views on the non-compliance incidents

Our Directors are of the view that the above non-compliance incidents during the Track
Record Period, individually or in the aggregate, did not and will not have any material
financial or operational impact on us. We have strengthened the internal control measures and
the “standard of procedures” on selected areas. We have also retained PRC legal advisers on
an annual retainer basis for the purpose of providing training and advice to us. Our teams on
advertising and hospital management have been strengthened, both in terms of number of
staff and the qualifications of new recruits, in order to mitigate the risks of future
non-compliance. Same measures and arrangements are in place for the business operations of
the eye hospital operated by of the Beijing C-MER Hospital. None of these incidents were
conducted intentionally, or involved any issue in the integrity, character or competence of our
Directors or senior management. Our Directors and the Sole Sponsor are of the view that
these non-compliance incidents do not affect the suitability of our Directors to act as
directors of a Hong Kong listed company and the enhanced internal control measures are

adequate and effective.

LEGAL PROCEEDINGS AND CLAIMS

Our business operations in Hong Kong and the PRC are subject to legal proceedings and
claims that raise in the ordinary course of business, which primarily include medical disputes
or claims brought against us or any of our ophthalmologists/physicians. Some of these
disputes may be covered by insurance coverage maintained by us. As part of our risk
management and internal control procedures, we have fully informed our patients of the
inherent medical risks and obtained their consents before conducting the relevant treatments
or surgical procedures. During the Track Record Period, we did not experience any medical
dispute that could cause a material adverse effect on our business operations. The following
table sets forth a summary of the material legal proceedings involved by us in Hong Kong and
the PRC.
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